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VERIFICATION OF THE 2005 CFC PRODUCTION AT PRODUVEN AND THE 2006 
ANNUAL IMPLEMENTATION PROGRAMME  

 
Introduction 
 
1. The Executive Committee at its 44th Meeting in 2004 approved in principle a total of 
US $16.5 million for the implementation of the Agreement for the Venezuela CFC production 
sector, and disbursed the first tranche of US $3.3 million to the project. Subsequently the 
Executive Committee further approved the 2005 annual work programme and disbursed another 
US $8.1 million at the 46th Meeting in 2005, after being satisfied with the verification of the CFC 
production at the CFC producing plant, Produven, in 2004. Under the Agreement, the 
Government of Venezuela is committed to closing down the entire CFC production capacity at 
Produven, the country’s sole CFC producing plant by the end of 2006. The main elements of the 
Agreement are presented in Table 1. 

Table 1 
 

Year 2004 2005 2006 2007 2008 TOTAL 
Max. annual allowable production 
(MT) 

4,400 2,913 2,913 0 0 10,226 

TOTAL MLF grant (US$ million) 3.30 8.1 1.75 2.3 1.05 16.50 
PRODUVEN (*) 3.2 8 1.65 2.2 1 16.05 
TA (FONDOIN) 0.1 0.1 0.1 0.1 0.05 0.45 
Agency fees 0.2475 0.6075 0.1312 0.1725 0.0787 1.2375 

(*) Labor compensation will be paid according to the requirements of the Venezuelan laws, and will be absorbed by PRODUVEN. 
 

2. The World Bank is submitting to this Meeting, on behalf of the Government of 
Venezuela, the request for the release of the 2006 tranche of US $1.75 million and the associated 
support cost of US $131,200. In accordance with the terms of the Agreement, which required an 
independent verification of the achievement of the target in 2005, the World Bank has submitted 
a report on the verification of the CFC production at Produven in 2005 as well as the 2006 
annual work programme (both are attached).  

Verification of the 2005 CFC production in at Produven 
 
3. The verification was carried out in March 2005 by Mr. Vogelsberg Jr., a technical 
consultant who had been conducting CFC production verifications for the World Bank in China 
and other countries, and another accounting firm which focused on the financial records of the 
company. 

4. The auditor briefly described the CFC production process employed in the plant, 
covering the supply of the key raw materials, the actual technical route of CFC production, the 
transfer of finished product to storage, and the packaging of the finished products into 
transportable containers. There was also a description of the record keeping at the plant of the 
consumption of raw materials and the finished products. The plant imported all the key raw 
materials, namely CTC and HF and transported them by truck from the ports to the plants, which 
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were documented through receipts with sequence numbers. All the receipts were checked and 
determined as accurate.  

5. The verification focused on the purchase and consumption of CTC as the main checking 
point for validating the CFC production level, because the Government had a very tight control 
on the importation of CTC.  Produven was the only authorized importer of CTC for the 
production of CFCs and had to apply for a CTC import license 3-5 times a year. All imports had 
to be closely inspected by Customs before Produven could bring them into the country. Actually 
the plant was unable to produce the 2005 quota because the Government could not issue the CTC 
import license fast enough.  

6. The auditor examined the CTC/CFC production ratio and determined it to be 1.378 
against an industry norm of 1.272, or 92.3% of the yield. Based on the CTC/CFC ratio and the 
actual CFC production in 2005 at 2,451.4 MT against the allowable target of 2,913 MT, the 
auditor determined that there was little chance of the plant exceeding its production target. 

7. The auditor noted that the plant had a 101 days producing CFC and about another 35 days 
of producing HCFC-22, which was about 40% of the plant capacity.  However the plant ran at a 
high rate when it was producing and as a result achieved stable conditions.  

8. The results of the verification showed that Produven produced 2,451.4 MT of CFCs in 
2005, which was broken down into 248.2 MT of CFC-11 and 2,203 MT of CFC-12. This was 
significantly below the annual maximum allowable production level of 2,931 MT as provided for 
in the Agreement for 2005.  

9. 2006 would be the last year that Produven would produce CFC-11/12 and production is 
expected to cease by 2007. It was reported by the auditor that the plant would continue to 
produce HCFC-22 as allowed under the agreement with the Executive Committee. The auditor 
was shown the plan to reconfigure the plant accordingly, which included the removal of some of 
the equipment but retaining most of it for the HCFC production.    

10. The data collected by the verification team were presented using the format set out in the 
guidelines for verifying ODS production phase out, which includes month-by-month production 
of CFCs and HCFC-22, number of days of production, consumption ratios of feedstock to CFC 
and HCFC-22 production, inventory changes in CTC and HF feedstock supplies as a way of 
validating the CFC production.  

The 2006 work programme 
 
11. The 2006 work programme included two parts, a short summary on the 2005 annual 
programme and the proposed 2006 annual work programme.  

12. In 2006 the plan would continue implementing the policies which had been enacted, 
especially the decree on the ban of ODS imports, and the technical assistance initiatives. The 
most important objective of the plan is to ensure the achievement of the CFC production 
reduction target for the year.  The Government would continue the enforcement of the CFC 
production cap for Produven and would allocate one professional staff on a full-time basis to 
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visit the plant and review the records no less than once every 4 weeks. There would be public 
awareness campaigns to assist in this and other ozone related activities. Efforts would be made to 
train workers at Produven to assist them in being competitive in the labour market, and to assess 
the impact of CFC production closure on the related market sectors. Annex I provides in tabular 
form the proposed activities in 2006 and a cost estimate and date of completion.   

13.  Of the total US $1.75 million being requested for 2006, US $1.65 million would be 
disbursed to Produven to maintain the production quota and the balance of US $0.1 million will 
be allocated to technical assistance activities.   

SECRETARIAT’S COMMENTS AND RECOMMENDATIONS 
 
 

COMMENTS 

14. The 2006 work programme had the same allowable CFC production level as in 2005 
according to the agreement, and would be the last year that CFC would be produced in the 
country. From the assisting policies which had been put in place, there was a good chance that 
the plan would achieve its 2006 target. It is particularly worth mentioning the control on CTC 
imports, which has effectively put the CFC production under close monitoring.  

15. Since 2006 would be the last year that the country would produce CFCs, it would be 
important that the government and the auditors work to propose a course of action for the 
continued monitoring of CFC production after 2006. This monitoring system should include the 
remaining inventory of CFC, CTC and HF at the end of 2006, the list of equipment that has to be 
removed and dismantled, the list of equipment that would be retained for HCFC production, and 
the necessary checks that have to be made to ensure the sustainability of the closure of CFC 
production.   

16. The verification was done by a consultant who had relevant expertise and extensive 
experience in carrying out similar verifications. We commend the World Bank’s effort to 
standardize the verification exercise across the countries where they are implementing 
production sector projects. The methodology of focusing on the country’s CTC import control 
and the actual CTC consumption data as the main check point for CFC production was a valid 
one.  It was also noted by the consultant that there was inadequate preparation made prior to the 
on-site verification. 

17. In accordance with the practice of presenting the verification reports on CFC production, 
the Secretariat included only the aggregate data, and not the detailed monthly breakdown of the 
CFC production and consumption of CTC and HF. However the data could be made available to 
any member of the Executive Committee upon request.  

 
RECOMMENDATIONS 
 
18. The Secretariat recommends that the Executive Committee: 



UNEP/OzL.Pro/ExCom/48/40 
 
 

5 

(a) Takes note of the verification report of the CFC production at Produven in 
Venezuela for the year 2005;  

(b) Approves the 2006 work programme of the Venezuela CFC production phase-out 
Agreement at US $1.75 million with US $131,200 support costs for the World 
Bank, in view of the fact that Venezuela had achieved the CFC production 
reduction target in 2005 as confirmed by the verification;  

(c) Requests the World Bank to make available to the consultant data that are needed 
to conduct an effective verification prior to the on-site inspection, in accordance 
with the guidelines approved at the 32nd Meeting of the Executive Committee; and 

(d) Requests the World Bank and the Government of Venezuela to include a proposal 
in the 2007 annual work programme for a scheme for continued monitoring of 
CFC production at Produven to sustain the production closure after 2006.  

 
----- 



 



























 


