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DRAFT REPORT OF THE FIFTY-EIGHTH MEETING OF THE EXECUTIVE COMMITTEE
Addendum

AGENDA ITEM 7:  PROJECT PROPOSALS (continued)
(b)
Draft report on criteria and guidelines for the selection of ODS disposal projects 


(decision 57/6)
1. The representative of the Secretariat introduced document UNEP/OzL.Pro/ExCom/58/19 on criteria and guidelines for the selection of ODS disposal projects, prepared pursuant to decision 57/6 and taking into account decision XX/7 of the Twentieth Meeting of the Parties and discussions held by the contact group on ODS disposal project selection at the 57th Meeting. 

2. In the ensuing discussion there was a difference of opinion regarding whether a decision on the criteria and guidelines should be taken at the present Meeting. Several Members thought that decision XX/7 of the Twentieth Meeting of the Parties was a clear statement of the urgent need to decide on guidelines and that it could not be ignored. Others deemed it better to postpone consideration of the matter until after the Twenty-ninth Meeting of the Open-ended Working Group and the workshop on the management and destruction of ODS banks and implications for climate change, and until after the studies on ODS destruction being conducted by an implementing agency had been completed. The Executive Committee would then be better informed in its decision-making. Those who wanted to press ahead said that only by implementing demonstration projects could meaningful data be generated, collected and analysed; that would be far more useful in informing future decisions.

3. By way of comprise, it was suggested that the draft criteria and guidelines be adopted on a provisional basis at the present Meeting for the purposes of approving destruction demonstration projects and then revisited at a later date when additional and more in-depth information was available. Additional proposals for demonstration projects, including those not discussed at the 57th Meeting as part of the agencies’ business plan submissions, could be submitted to the 59th Meeting for consideration on the basis of the present draft criteria and guidelines. In order to address the concerns raised by some Members during the present discussion, those proposals should be in some way different from the ones already approved, for example: in terms of the substance or the sector concerned, in the way they were co-financed, or because they related to other geographical areas, to ensure equitable geographical representation. Total cost could also be examined at that time.

4. Responding to a question on possible procedures for data-collection monitoring and verification of the ODS being destroyed, the representative of the Secretariat said that the data collection activities used for monitoring of recovery and recycling in a number of RMPs and TPMPs could, with minor amendments, be used for reporting on the provenance of recovered ODS. It was necessary to ensure that the ODS had indeed been recovered/recycled and had not been produced illegally with the intent to gain revenue within carbon market schemes.

5. A contact group, convened by the representative of the Dominican Republic, was set up to enable interested Members to consider the matter further.

6. Reporting back, the representative of the Dominican Republic thanked the group for its efforts and the Secretariat for its support. He introduced a draft decision prepared by the group containing a proposal for interim criteria and guidelines for the selection of ODS disposal projects. The group had also made some alterations to document UNEP/OzL.Pro/ExCom/58/19, which had been issued in a revised version (UNEP/OzL.Pro/ExCom/58/19/Rev.1).

7. Following the report of the contact group, the Executive Committee decided:

(a) To approve the following interim guidelines for the funding of demonstration projects for the disposal of ODS in accordance with paragraph 2 of decision XX/7 of the Meeting of the Parties:
(i) For each separate category of activities for ODS disposal, namely collection, transport, storage and destruction, the definitions are set out in document UNEP/OzL.Pro/ExCom/58/19/Rev.1; 

(ii) The Multilateral Fund will fund a limited number of demonstration projects under the following conditions:

a. A limited number of demonstration projects for ODS disposal related to paragraph 2 of decision XX/7, covering aspects not yet covered by other demonstration projects, will be considered only at the 59th Meeting for project preparation funding; 

b. The funding would be limited to a maximum level of up to US $13.2/kg of ODS to be destroyed for non-low-volume-consuming countries, on the understanding that this would be based on expectation of high start-up costs for these new activities, and would not constitute a precedent.  Should the project not foresee activities related to all three areas (transport, storage and destruction), this threshold would be adjusted accordingly;
c. No funding would be available for the collection of ODS, except as a contribution to the monitoring of the sources of the ODS for an already existing, separately funded, collection effort for CFCs;
d. For the disposal of halon and for the disposal of carbon tetrachloride (CTC), funding would be provided for a maximum of one demonstration project each, provided the respective projects have an important demonstration value;

(iii) Bilateral and implementing agencies are requested to report annually to the first meeting of the Executive Committee on progress and experiences gained in demonstration projects on disposal, commencing in the first year after project approval.  These reports should cover the amounts of the different ODS collected or identified, transported, stored and destroyed, as well as financial, managerial and co-funding arrangements, and any other relevant issues;

(iv) Bilateral and implementing agencies are requested, when submitting activities for funding that are related to the disposal of ODS, to provide:

a. In the case of requests for project preparation funding:

i. An indication of the category or categories of activities for the disposal of ODS (collection, transport, storage, destruction), which will be included in the project proposal;
ii. An indication whether disposal programmes for chemicals related to other multilateral environmental agreements are presently ongoing in the country or planned for the near future, and whether synergies would be possible;
iii. An estimate of the amount of each ODS that is meant to be handled within the project;
iv. The basis for the estimate of the amount of ODS; this estimate should be based on known existing stocks already collected, or collection efforts already at a very advanced and well-documented stage of being set up; 
v. For collection activities, information regarding existing or near-future, credible collection efforts and programmes that are at an advanced stage of being set up and to which activities under this project would relate; 
vi. For activities that focus at least partially on CTC or halon, an explanation of how this project might have an important demonstration value;

b. In the case of project submissions:

i. Updated information, as required, for project preparation funding, with more elaborated and firm data;

ii. A detailed description of the foreseen management and financial set-up; this should include details such as the total cost of the disposal activity including costs not covered by the Multilateral Fund, the sources of funding for covering these costs, description of the sustainability of the underlying business model, and an identification of time-critical elements of the implementation, which subsequently might be used to monitor progress;  

iii. A clear indication how the project will secure other sources of funding; these other sources of funding should be available, at least partially, before the end of 2011. In case of activities of the collection type, any other sources of funding necessary in line with (b) (iii) above related to collection would need to be secured before the project is submitted to the Executive Committee; 

iv. A concept for monitoring the origin of recovered ODS for future destruction, with the objective of discouraging the declaration of virgin ODS as used ODS for destruction. This concept should include or at least allow for external verification of the amounts destroyed, and the costs for its operation should be covered sustainably;

v. The project proposal should include valid assurances that the amount of ODS mentioned in the proposal will actually be destroyed, and the agencies should submit proof of destruction with the financial closure of the project. 

vi. An exploration of other disposal options for the used ODS such as recycling and reuse opportunities.

(b) To consider at its 60th Meeting any decision taken by the Parties at the Twenty-first Meeting of the Parties that might relate to these interim guidelines and definitions;

(c) To request the Fund Secretariat to provide, to the second Meeting of the Executive Committee in 2011, a report on the experience gained in the implementation of the disposal projects, using reports from bilateral and implementing agencies and other relevant sources of information;

(d) To consider whether to review the interim guidelines and related definitions at the 64th Meeting in light of the experience gained and any additional information and guidance available at that time. 

 (Decision 58/…)
Agenda item 9:  Cost Considerations Surrounding the Financing of HCFC Phase-Out (continued)
(b) Analysis of new approaches on second-stage conversions, determination of cut-off date and other outstanding HCFC policy issues (decision 57/34)
8. The representative of the Secretariat introduced document UNEP/OzL.Pro/ExCom/58/47, which was prepared in response to decision 57/34. It presented an analysis of the outstanding issues on HCFC phase-out that the Executive Committee would need to address, including, among other things, the cut-off date, second-stage conversion and eligible incremental costs for HCFCs. 
9. In presenting the issue related to the cut-off date for HCFC phase-out projects, the representative of the Secretariat stated that the proposed cut-off dates of 2003, 2005 and 2007 appeared to have the widest support, with 2007 as the date that appeared to be more consistent with the underlying principle of technological advances in decision 17/7 of the Meeting of the Parties. 

10. The issues of second-stage conversion and the calculation of incremental costs had been discussed at the 57th Meeting in the context of an informal meeting called by the Chair. At that meeting, one member proposed two modalities for providing Fund assistance for second-stage conversion projects.  Another member proposed to calculate incremental costs for HCFC phase-out by shifting IOC from direct payment to beneficiary manufacturing plants to payment to Article 5 Governments. Comments made by Members at the informal meeting, and received by the Secretariat in the interim, had been incorporated into the analysis document.
11. After further analysis of the uncertainties associated with the calculation of operating costs, the Secretariat had attempted to formulate alternative methodologies to determine those costs, to be used in HCFC phase-out projects in the foam and refrigeration manufacturing sectors during the first implementation stage of HPMPs. A methodology for establishing funding levels for HCFC phase-out in the servicing sector, based on the main components of TPMPs and NPPs, was also being proposed. The methodologies were summarized in the document, and the implementing agencies had been consulted on the technical soundness of the methodologies proposed. 

12. The issues of cost-effectiveness thresholds, technological upgrades and conversion before the end of the equipment’s useful life, as well as the applicability of the low-volume consuming country category with regard to HCFCs were also examined by the Secretariat in the document, which presented the relevant decisions on those issues and their applicability to HCFC phase-out. 

13. The final issue presented by the representative of the Secretariat was the starting point for aggregate reductions in HCFC consumption, as explained in the analysis document. Uncertainty regarding the establishment of starting points in the absence of established HCFC baselines left a number of questions unanswered for Article 5 countries trying to prepare their HPMPs. Those questions included whether, for Article 5 countries that submitted projects in advance of completion of their HPMP, the starting points should be established at the first submission of the project or when the HPMP was being submitted. Furthermore it remained to be determined whether Article 5 countries, in calculating starting points, would be able to choose between the most recent reported HCFC consumption under Article 7 at the time of the submission of their HPMP and the average of consumption forecast for 2009 and 2010, excluding HCFC consumption from enterprises not be eligible for funding. Finally, a decision was needed on whether the agreed starting points would be adjusted downward in cases where calculated HCFC baselines based on reported Article 7 data were lower than established starting points for aggregate reductions.

14. Before concluding his presentation, the representative of the Secretariat provided some clarification regarding the recommendations in the analysis paper. He explained that the proposed principles for calculating incremental costs would apply only to the first stage of the implementation of HPMPs to meet the 2013 and 2015 compliance targets. Seeing as the methodology for calculating incremental operating costs in the foam sector had been based on actual capital and operating costs that had been approved, there was no need to specify a transitional period for applying the costs. Finally, the proposed level of funding for the servicing sector was based on the level of HCFC consumption in the servicing sector at the country level, and did not imply that ten times the level of funding would be required to achieve the complete phase-out of HCFCs.

15. Following the presentation, Members requested clarification on certain points. In response to a question regarding the proposed alternate methodologies for calculating incremental costs in the foam and refrigeration sectors, the representative of the Secretariat explained the process and rationale behind the proposed figures for calculating the incremental operating costs for HCFC phase-out in those two sectors. One member also pointed out that the analysis paper advocated using the current cost-effectiveness threshold values as guidelines during the implementation of the first stage of the HPMPs. It was therefore considered appropriate to propose a recommendation to that effect.

16. Following the requests for clarification, Members took the floor to stress the urgent need to resolve outstanding issues linked to HCFC phase-out guidelines. Doing so would help reduce the burden of Article 5 countries attempting to propose HPMP activities, and would speed up the HPMP proposal process. 

17. Following the discussion, the Chair convened a contact group, to be composed of Executive Committee Members only, for the purpose of discussing and resolving outstanding issues.

18. The contact group reported back to the Executive Committee on its deliberations.  Following the contact group’s report [TO BE COMPLETED]
AGENDA ITEM 10: INSTITUTIONAL STRENGTHENING: OPTIONS FOR FUNDING AFTER 2010 (continued)

[PENDING]
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