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Introduction

1. The 60th Meeting of the Executive Committee of the Multilateral Fund for the Implementation of the Montreal Protocol was held at the headquarters of the International Civil Aviation Organization, Montreal, Canada, from 12 to 15 April 2010

2. The Meeting was attended by representatives of the following countries, Members of the Executive Committee, in accordance with decision XXI/27 of the Twenty-First Meeting of the Parties to the Montreal Protocol:

(a) Parties not operating under paragraph 1 of Article 5 of the Protocol: Belgium, Canada (Vice-Chair), France, Japan, Switzerland, and the United States of America; and 

(b) Parties operating under paragraph 1 of Article 5 of the Protocol: Colombia (Chair), Grenada, India, Morocco, Namibia, Saudi Arabia and Senegal.

3. In accordance with the decisions taken by the Executive Committee at its Second and Eighth Meetings, representatives of the United Nations Development Programme (UNDP), the United Nations Environment Programme (UNEP) both as implementing agency and as Treasurer of the Fund, the United Nations Industrial Development Organization (UNIDO) and the World Bank attended the Meeting as observers.

4. The Executive Secretary and the Deputy Executive Secretary of the Ozone Secretariat were also present.
5. The President of the Bureau of the Twenty-first Meeting of the Parties to the Montreal Protocol, the President of the Implementation Committee, and the Co-Chair of the Technology and Economic Assessment Panel (TEAP) also attended.
6. Representatives of the Alliance for Responsible Atmospheric Policy, Greenpeace and the Institute for Governance and Sustainable Development also attended as observers.

AGENDA ITEM 1: OPENING OF THE MEETING
7. The Meeting was opened at 10 a.m. on Monday, 12 April 2010, by the Chair, Mr. Javier Camargo (Colombia), who welcomed Members, drawing their attention to the business planning activities on the agenda and the many important policy issues to be resolved at the Meeting, which, pursuant to decision 57/39(b), would be one day shorter than usual.

8. As the 60th Meeting was the first of the year, the implementing agencies’ business plans would be discussed. It was therefore important for the Executive Committee to provide strategic direction to the implementing agencies based on the compliance needs of Article 5 countries, while taking into account the total resources available for the triennium compared to the funding level in the business plans submitted for approval. It was also necessary to explore how current work on the phase-out of HCFCs could be fully integrated with the remaining activities. The projects and activities contained in the bilateral and implementing agencies’ work programmes should be reviewed to ensure that they directly supported compliance, and were consistent with the decisions taken during the business plan discussions at the Meeting. A final decision was sought on funding for institutional strengthening (IS) projects, which played an essential role in Article 5 countries’ capacity to comply with the Montreal Protocol.  The Chair further pointed out that the list of projects for individual consideration included two HCFC phase-out management plans (HPMPs), one of which gave the Executive Committee its first opportunity to review an HPMP for a low-volume consuming (LVC) country, with HCFC use only in the refrigeration servicing sector. As the HPMP in question also proposed to accelerate HCFC phase-out and took climate benefits into account, the Executive Committee’s careful consideration of the project could potentially generate good guidance that would encourage such proactive intervention. 

9. With regard to policy issues, the Chair said that, with CFC phase-out completed in the milestone year of 2010, HCFC phase-out was the major challenge ahead. It was imperative for consensus to be reached in the ongoing discussion on outstanding HCFC issues, including the cut-off date, the level of incremental operating costs and funding for the servicing sector, to name a few. He had received a formal expression of concern regarding the delay in finalizing HCFC guidelines, which made it difficult for Article 5 countries to complete their HPMPs. Lack of guidance in this matter had an impact not only on project development and subsequent project approvals, but also on the ability of Article 5 countries to meet their HCFC phase-out obligations under the Protocol. The issue of a special funding facility would again be discussed by the Executive Committee, with a new aspect introducing incentives associated with the climate indicator, as requested at the 59th Meeting. 

10. The Chair concluded by expressing his confidence that all Members would, as always, strive to meet the targets established for the Meeting.
AGENDA ITEM 2: ORGANIZATIONAL MATTERS

11. The Executive Committee adopted the following agenda on the basis of the provisional agenda contained in document UNEP/OzL.Pro/ExCom/60/1:

(a)
Adoption of the agenda
1.
Opening of the Meeting.

2.
Organizational matters:

(a)
Adoption of the agenda;
(b)
Organization of work.
3.
Secretariat activities.
4.
Financial matters:
(a)
Status of contributions and disbursements;
(b)
Outstanding contributions to the Multilateral Fund by the Russian Federation (decision 59/54).
5.
Status of resources and planning:
(a)
Report on balances and availability of resources;
(b)
Status of implementation of delayed projects and prospects of Article 5 countries in achieving compliance with the next control measures of the Montreal Protocol.
6.
2010-2012 business plans:
(a)
Consolidated business plan of the Multilateral Fund;
(b)
Business plans of the implementing agencies:
(i)
Bilateral agencies;
(ii) UNDP;
(iii) UNEP;
(iv)
UNIDO;
(v)
World Bank.
7.
Programme implementation:
(a)
Annual tranche submission delays;
(b)
Report on implementation of approved projects with specific reporting requirements.
8.
Project proposals:
(a)
Overview of issues identified during project review;
(b)
Bilateral cooperation;
(c)
Work programmes:
(i) 2010 work programme of UNDP;
(ii) 2010 work programme of UNEP;
(iii) 2010 work programme of UNIDO;
(iv)
2010 work programme of the World Bank;
(d)
Investment projects.
9.
HCFCs:
(a)
Relevant aspects of component upgrade in HCFC conversion projects (decision 59/13(b));
(b)
Outstanding HCFC issues: cut-off date, level of incremental operating costs, funding provided to the servicing sector, and incremental capital costs (decision 59/46);
(c)
Cost for conversion of component manufacturing vs. incremental operating cost (decision 59/14);
(d)
Revised template for draft agreements for HCFC phase-out management plans (decision 59/16(b)).
10.
Report of the Sub-group on the Production Sector.
11.
Incentives associated with Multilateral Fund climate impact indicator and a Special Funding Facility (decisions 59/45(b) and 59/48).
12.
Methodology for identifying project-related costs in UNIDO’s annual report on administrative costs (decision 59/28(c)).
13.
Historical analysis of the cost of Executive Committee Meetings (decision 57/43(d)).
14.
Budget of the Multilateral Fund Secretariat (follow-up to decision 59/52).
15.
Other matters.
16.
Adoption of the report.
17.
Closure of the meeting.

12. The Executive Committee agreed to include in the discussion under agenda item 15 (Other matters) a sub-item on pre-blended polyols, given the use of pre-blended polyols by small and medium-sized enterprises in Article 5 countries, and the potential impact of conversion. At the request of the Secretariat, a sub-item on the dates and venues of the 61st and 62nd Executive Committee Meetings was also included under agenda item 15. 

(b)
Organization of work

13. One Member drew the Committee’s attention to the importance of referring to the project report from the Nordic Environment Finance Corporation (NEFCO) on the guide for developing greenhouse gas emission reduction projects based on the destruction of ozone-depleting substances (ODS), submitted by Switzerland for the information of the 60th Meeting of the Executive Committee (document UNEP/OzL.Pro/ExCom/60/Inf.2), when discussing agenda item 11 (Incentives associated with Multilateral Fund climate impact indicator and a Special Funding Facility (decisions 59/45(b) and 59/48)).

14. Regarding the order in which the items on the agenda would be discussed, a number of Members stressed the urgency of discussing outstanding HCFC policy issues, pointing out that the resolution of those issues would have an impact on many decisions before the Executive Committee at the present Meeting and in the future. One Member said that despite the ongoing debate aimed at implementing decisions to accelerate HCFC phase-out, and meeting the freeze in 2013 and the 10 per cent reduction in 2015, the policy guidelines had not been completed. As it was impossible to begin HCFC conversion without such guidelines, it was imperative to deal with outstanding issues such as the cut-off date for conversion and eligible incremental costs, and to implement HCFC demonstration and investment projects. He therefore urged the Executive Committee to deal with the outstanding issues and expedite the decisions required to enable Article 5 countries to prepare their HPMPs.  
15. Another Member called the Executive Committee’s attention to the urgency of continuing the discussions on outstanding issues on HCFCs within the framework used up to the 59th Meeting and, accordingly, to reconvene the contact group to deal further with the matter.

16. The Chair reminded Members that such an HCFC contact group, which had been convened at the 58th and 59th Meetings of the Executive Committee, would need to be re-established and he proposed that a general discussion of the HCFC issue be held in plenary before the contact group met, given the presence of new Executive Committee Members.
17. The Chair also informed the Executive Committee of the need to convene the Sub-group on the Production Sector, and asked Members to nominate candidates for the Sub-group, to be composed of a maximum of eight Members, namely four each from Article 5 and non-Article 5 countries. The Executive Committee was subsequently informed of the following nominations for the Sub-group:  Colombia, Grenada and India, representing Article 5 countries, and Canada, Switzerland and the United States of America, representing non-Article 5 countries.  

18. The Chair invited Executive Committee Members to meet with members of the Secretariat as an informal group to review the salary staff component costs in relation to the budget, in preparation for the discussion under item 14, pursuant to decision 59/52.

AGENDA ITEM 3: SECRETARIAT ACTIVITIES

19. The Chief Officer drew the Meeting’s attention to document UNEP/OzL.Pro/ExCom/60/2, which highlighted some of the key activities undertaken since the 59th Meeting.

20. Further to decisions 59/4 and 59/3, the Secretariat had assisted the Chair of the Executive Committee in writing to the Governments of Barbados and Antigua and Barbuda, respectively, to inform them of the action expected by the Committee to expedite their ongoing projects and activities.

21. The Secretariat had prepared 53 documents for the present Meeting, including 24 related to funding projects in specific Article 5 countries.  A total of 102 funding requests, amounting to nearly US $56 million, had been received by the Secretariat, of which 88 – representing funding requests of US $48.6 million – were before the Committee for consideration following review by the Secretariat.  Of that number, 40 projects and activities amounting to nearly US $40.5 million, including several contained in the work programmes of the agencies, were for individual consideration for a variety of reasons.  

22. A number of documents were of particular importance as they dealt with the future commitments and policies of the Multilateral Fund.  These included the consolidated business plan of the Fund for 2010 to 2012; the overview of issues arising from project review, which had identified several policy matters of particular significance; four policy papers on HCFCs, including two on new issues related to conversion projects and incremental operating costs; three documents covering the production sector; and, further to decisions 59/45 and 59/48, a consolidated paper on incentives associated with the Multilateral Fund climate impact indicator and a special funding facility.

23. The Chief Officer and various professional staff had attended a number of meetings since the 59th Executive Committee Meeting.  In addition to missions undertaken by the Chief Officer and outlined in document UNEP/OzL.Pro/ExCom/60/2, she had also attended UNEP’s Executive Management Team retreat in Nairobi from 18 to 20 November 2009. 

24. She informed the Committee that the recruitment process for the two vacant P3 positions had been completed, and introduced the two new staff members: Ms Xiaojuan Wang and Mr. Djiby Diop. The selection process for the D1 Deputy Chief Officer position had also been completed, with Nairobi informing her that very day that the appointment of Mr. Eduardo Ganem had been approved. The recruitment of the Senior Monitoring and Evaluation Officer was also well under way.  The selection panel had met at the beginning of April and drawn up a short list of candidates from the 334 applications received.  Interviews were expected to take place in the very near future.

25. Finally, the Chief Officer said that the Secretariat had successfully relocated to its new offices in Montreal in December. She thanked the Government of Canada for its assistance and support in the move.

26. In the ensuing discussion, the Executive Committee congratulated Mr. Ganem on his promotion and welcomed the new members of the Secretariat.  Several Members thanked the Secretariat for all its work in preparing for the present Meeting, and for the high-quality analysis in the technical and policy documents.  The representative of Canada congratulated the Secretariat on its move to a new location and thanked it for consulting with the Government of Canada regarding the selection of the premises.

27. Members requested further information on the missions of the Chief Officer to China and Indonesia. In response, she said that the purpose of the mission to Beijing had been to meet with the Vice‑Minister of Environmental Protection, senior officials of the Ministry, and the Foreign Economic Cooperation Office of the State Environmental Protection Administration to discuss future development related to HCFCs, the Montreal Protocol and the Multilateral Fund. It had been a very positive meeting and the Vice-Minister of Environmental Protection had stated that China was very keen to expedite finalization of Executive Committee policy guidelines on HCFCs, especially as China planned to submit its HPMP in 2010. In Shanghai, she had attended the first day of the meeting of the Technology and Economic Assessment Panel’s (TEAP) Medical Technical Options Committee (MTOC) to advise on progress in implementation and metered-dose inhaler (MDI) conversion projects.  The intention was to provide information that would assist MTOC in its assessment of essential-use exemption requests for 2011. In Bali, she had attended the simultaneous extraordinary meetings of the Conferences of the Parties to the Basel, Rotterdam and Stockholm Conventions and the 11th Special Session of the Governing Council of UNEP. She informed the Executive Committee that discussions at the Bali meeting had been extremely general and, although they might influence UNEP’s work plan, they had no direct bearing on the work of the Executive Committee. 

28. Following the discussion, the Executive Committee took note, with appreciation, of the report on Secretariat activities.

AGENDA ITEM 4: FINANCIAL MATTERS

(a)
Status of contributions and disbursements

29. The Treasurer introduced document UNEP/OzL.Pro/ExCom/60/3, which contained his report on the status of contributions and disbursements. Since publication of the document in March, however, there had been additional deposits. The Treasurer said that, as at 9 April, the Fund had received an additional cash contribution from one Party – Ireland. It had also received the Government of Canada’s payment for the final 2008 and the estimated 2009 cost differential of having the Secretariat in Montreal as opposed to Nairobi. The total amount of new resources received since publication of the report amounted to US $1,568,591. The number of Parties that had paid either their 2010 pledges in full or in part was 15, while the number that had made payments towards their pre-2010 pledges remained 11.

30. Since the 59th Meeting of the Executive Committee, the Fund had gained from exchange rate differences amounting to US $382,986. The total amount gained since the inception of the fixed‑exchange-rate mechanism (FERM) was thus US $35,908,794.

31. On the basis of the value of new receipts of promissory notes and the encashment of old ones, the stock of notes stood at US $30,671,458.

32. The Treasurer gave an update on the total income, including cash payments, promissory notes, bilateral cooperation assistance, interest earned and miscellaneous income, stated in Table 1 of document UNEP/OzL.Pro/ExCom/60/3, explaining that, since publication, the figure had risen to US $2,635,128,942. The Fund’s balance therefore stood at US $117,754,981, and was made up of US $87,083,523 in cash and US $30,671,458 in promissory notes. He also stated that the value of the promissory notes due for encashment were as follows: US $7,591,208 for the year 2010; US $8,454,843 for the year 2011; US $4,628,015 for the year 2012; and US $9,997,392 in unscheduled promissory notes.

33. One Member expressed his appreciation to those countries that had made their contributions to the Fund and encouraged those with outstanding contributions to pay them as soon as possible.
34. The Executive Committee decided:

(a) To note:

(i) The report of the Treasurer on the status of contributions and disbursements and the information on promissory notes, as contained in Annex I to the present report;

(ii) The list of Parties that had opted to use the fixed exchange rate mechanism in making their contributions to the Fund during the replenishment period 2009 2011, as contained in Annex I to the present report; and

(b) To urge all Parties to pay their contributions to the Multilateral Fund in full and as early as possible.

(Decision 60/1)

(b)
Outstanding contributions to the Multilateral Fund by the Russian Federation (decision 59/54)

35. The representative of the Secretariat introduced document UNEP/OzL.Pro/ExCom/60/4, which had been prepared pursuant to decision 59/54 and provided an update on the outstanding contributions to the Multilateral Fund by the Russian Federation as at 5 March 2010. Annex  I contained the letter dated 12 January 2009 sent by the Chief Officer to the Russian Federation and the response of the Russian Federation. She said that the Russian Federation had indicated that writing off the accrued arrears, amounting to US $103,103,225, could have some effect on the adoption of a positive stance with regard to the payment of its current contributions by the Russian Federation.  She informed the Executive Committee that there had been no other case in which the Russian Federation’s contributions to a Multilateral Environmental Agreement (MEA) had not been made and no example of an MEA where a Party’s accumulated debt had been forgiven or written off.

36. A number of Members expressed their concern at the non-payment of contributions by the Russian Federation and some suggested that it might be useful to send a delegation to the Russian Federation to help resolve the issue. Others thought that it would be more useful to have informal discussions with the delegates of the Russian Federation in the margins of the 30th meeting of the OEWG.  It was also suggested that at any such informal discussions it would be important to include both representatives from the Ministry of Natural Resources and the Environment and from the Ministry of Finance of the Russian Federation, as well as from the Ozone Secretariat.  It was also noted that similar difficulties had been experienced by UNEP and it was suggested that it would be useful to coordinate any action by the Executive Committee with UNEP when dealing with the issue of arrears in payments of contributions by the Russian Federation. Some Members also suggested that, as the Executive Committee had done everything possible to resolve the issue, it was now time for the matter to be referred to the Parties for their consideration.

37. Members also agreed that it was important for the Secretariat to write to the Russian Federation to request resolution of the issue and to express the concerns that had been raised by Members.  At the same time, the Russian Federation needed to be encouraged to start making its contributions and should be informed that no consideration of its request for writing off its arrears could be considered until that happened.

38. The representative of the Ozone Secretariat reminded the Executive Committee that one of the Parties would have to request that the issue to be placed on the agenda of the OEWG if it was to take up consideration of the arrears of the Russian Federation at the level of the Parties.  An informal meeting could be held the day before the opening of the OEWG between the Chair and Vice-Chair of the Executive Committee, the Treasurer, the Fund Secretariat, the Ozone Secretariat, and representatives of the Russian Ministry of Finance and the Ministry of Natural Resources and the Environment. 

39. Following the discussion, the Executive Committee decided:

(a) To take note of document UNEP/OzL.Pro/ExCom/60/4 and in particular Annex I;
(b) To request the Chief Officer to reply to the letter from the Government of the Russian Federation and convey the Executive Committee’s views on the long outstanding contributions from the Russian Federation, as expressed at the 60th Meeting; and
(c) To request the Chief Officer also to invite representatives of the Ministry of Natural Resources and the Environment and the Ministry of Finance of the Russian Federation to participate in an informal meeting to be held the day before the commencement of the 30th meeting of the Open-ended Working Group of the Parties to the Montreal Protocol on Substances that Deplete the Ozone Layer.

(Decision 60/2)

AGENDA ITEM 5: STATUS OF RESOURCES AND PLANNING

(a)
Report on balances and availability of resources

40. The representative of the Secretariat introduced document UNEP/OzL.Pro/ExCom/60/5, which presented the information from bilateral and implementing agencies on balances from completed projects, the return of funds from cancelled projects, statistics for projects with balances held over 12 months after completion, and a summary of obligated and unobligated balances, as well as the explanations from the implementing agencies as to why balances had been withheld.

41. She said that implementing agencies were returning US $73,389 in project and support costs, bilateral agencies were returning US $192,731 in project and support costs, and US $133,189 was being transferred from Sweden to UNIDO for two projects. She pointed out that the transfer of those projects was at a reduced support cost for UNIDO.  The Committee might wish to amend the agreements with the governments concerned to reflect the change of the implementing agency for the country concerned. She also informed the Executive Committee that, after the document had been issued, the Government of Finland had advised the Secretariat that it wished to use an unspent balance of US $52,712 from two completed projects for other projects instead of returning it to the Fund.

42. With the balances returned from completed and cancelled projects, and the information provided by the Treasurer in his verbal update of the Status of the Fund report (UNEP/OzL.Pro/ExCom/60/3) on the amount of cash and promissory notes available to the Executive Committee, the total funds available for new commitments at the present Meeting were US $117,968,389, of which US $87,083,523 were in cash and US $30,671,458 in promissory notes. As the total being requested for funding projects at the present Meeting was US $34,799,737, plus US $2,944,324 in agency support costs, sufficient funds were available to fund the projects being submitted for approval.

43. The Executive Committee decided:

(a) To note:

(i) The report on balances and availability of resources contained in document UNEP/OzL.Pro/ExCom/60/5;

(ii) That the net level of funds being returned to the 60th Meeting by the implementing agencies was US $66,944 against projects, which included the return of US $38,855 from UNDP, US $9 from UNEP and US $28,080 from UNIDO; 

(iii) That the net level of support costs being returned by the implementing agencies to the 60th Meeting was US $6,445 against projects, which included the return of US $3,912 from UNDP, US $1 from UNEP and US $2,532 from UNIDO; and
(iv) That the net level of funds and support costs being returned by the bilateral agencies to the 60th Meeting was US $140,019,  which reflected a return of US $0 by Finland, US $16 by France and US $140,003 by Sweden, and to request the Treasurer to follow up the cash transfer of those amounts with France and Sweden;

(b) To approve the transfer of two projects (ROM/PHA/45/TAS/31 and YUG/PHA/43/TAS/22) from Sweden to UNIDO, as well as the transfer of US $123,897 in project costs and US $9,292 in support costs, as requested by Sweden in its letter to the Secretariat of 12 February 2010, and thereby:

(i) Reduce the bilateral funding approved for the Government of Sweden for the implementation of project ROM/PHA/45/TAS/31 by US $83,219, as well as agency support costs of US $10,818, and to increase the funding approved for UNIDO for implementation of the same project by US $83,219, plus agency support costs of US $6,241, as agreed mutually between the Governments of Romania and Sweden and UNIDO; the text of the present decision would form an amendment to the agreement between the Government of Romania and the Executive Committee; and

(ii) Reduce the bilateral funding approved for the Government of Sweden for implementation of the project YUG/PHA/43/TAS/22 by US $40,678, as well as agency support costs of US $5,288, and to increase the funding approved for UNIDO for implementation of the same project by US $40,678, plus agency support costs of US $3,051, as agreed mutually between the Governments of Serbia and Sweden and UNIDO; the text of the present decision would form an amendment to the agreement between the Government of Serbia and the Executive Committee;

(c) To note:

(i) That implementing agencies had total balances of US $4,579,745, excluding support costs, from projects completed more than two years previously, which comprised US $709,606 from UNDP, US $1,295,490 from UNEP, US $522,148 from UNIDO, and US $2,052,501 from the World Bank; 

(ii) To note that UNEP had an unobligated balance of US $1,928,039 for completed projects; and

(iii) That Finland had balances totalling US $52,712, France US $87,864, Japan US $20,203 and Spain US $26,841, including support costs; and

(d) To request UNEP to report on the application of the financial rules regarding obligated cash advances by the 61st Meeting.

(Decision 60/3)

(b)
Status of implementation of delayed projects and prospects of Article 5 countries in achieving compliance with the next control measures of the Montreal Protocol

44. The representative of the Secretariat introduced document UNEP/OzL.Pro/ExCom/60/6, which contained an executive summary, four parts, and three annexes. Part I showed that all countries at risk of not meeting interim reductions or with remaining consumption prior to the 2010 phase-out either had projects approved or activities conducted under the GEF. The exception was Ecuador, which had remaining CTC consumption of 0.1 ODP tonnes. All countries had either received HPMP preparation funds or had submitted requests to the 60th Meeting. The latest consumption data indicated that 91 countries continued to have some CFC consumption, while 52 countries had reported zero consumption. For the remaining substances (excluding HCFCs), most countries had zero consumption. Part II of the document related to Article 5 countries that were subject to decisions on compliance. Information provided by Article 5 countries indicated that 62 of the 68 issues identified had been resolved. Part III of the document contained data on the implementation of country programmes, on data collection, the use of the new format when submitting data, and levels of consumption by substance. Only four countries had used the web-based system to transfer data to the Secretariat. Part IV of the report addressed issues relating to projects with implementation delays, indicating that 23 ongoing projects were considered to have implementation delays. 

45. During the discussion, the representative of UNEP reported on the global project for the “Development of guidelines to promote safety in aerosol conversions” (GLO/ARS/39/TAS/246), indicating that the French version of the document was already available.  The Secretariat was subsequently informed that the Spanish text had been circulated and was available on-line.  

46. Several Members commented positively on document UNEP/OzL.Pro/ExCom/60/6. It was noted that Mexico had returned to compliance with respect to CTC consumption, which had been at zero since 2009, and that Saudi Arabia had provided 2008 and 2009 country programme data to the Fund Secretariat.

47. In response to a request from one Member, the representative of the Secretariat indicated that Ecuador had received no assistance for the phase-out of CTC because, despite efforts by the World Bank, no project had been forthcoming. Furthermore, under the CAP, UNEP had provided assistance to LVC countries in the past. 

48. One Member expressed concern with respect to the low level of use of the on-line system for reporting data and indicated that it might be advisable for the CAP and UNEP to convene a session on using the on-line tool at network meetings. In addition, the Multilateral Fund Secretariat, UNEP and OzonAction could work together to identify problems associated with the low level of use of the on-line reporting function in order to determine whether the issue was related to problems associated with Internet access in Article 5 countries, or other issues. The Secretariat and UNEP should determine how the situation could be improved in order to enable Article 5 countries to provide the required country programme data.

49. The representative of UNIDO said that, although the project documents had not yet been signed, progress had been made in achieving compliance in Bosnia and Herzegovina, however, the issue relating to the IS projects was complicated by changes in the Ministry of the Environment and the fact that two entities claimed to be responsible for the projects, therefore, a high level mission might be useful. With respect to Iraq, he indicated that considerable progress had been achieved on CFC phase-out and that UNIDO was working closely with UNEP to achieve compliance by 2011.

50. Following the discussion, the Executive Committee decided:

(a) To note:

(i) With appreciation, the status reports on projects with implementation delays submitted to the Secretariat by the Governments of Australia, France, Germany, Japan, Spain, and the four implementing agencies, addressed in document UNEP/OzL.Pro/ExCom/60/6;

(ii) That the requests for projects submitted to the 60th Meeting by Nauru and Somalia were subject to the receipt of the 2008 country programme (CP) implementation data in accordance with decision 52/5 on receipt of CP implementation data as a precondition for the approval and release of funding for projects;

(iii) The completion of four of the 23 projects listed with implementation delays;

(iv) That the Secretariat and the implementing agencies would take established actions according to the Secretariat’s assessments (progress or some progress) and report to and notify governments and implementing agencies as required; and
(v) The update by UNEP with respect to the global project “Development of guidelines to promote safety in aerosol conversions” (GLO/ARS/39/TAS/246);

(b) To request:

(i) The UNEP Compliance Assistance Programme (CAP) to hold a session on the revised format for country programme data reporting at its network meetings; 

(ii) UNEP and the Secretariat to identify problems associated with the low level of use of on-line reporting to determine how best to encourage the timely reporting of Article 5 CP data using such systems;

(iii) Additional status reports on the projects listed in Annex II to the present report; and
(iv) The Secretariat to modify the CP data reporting format to include information relevant to the HCFC phase-out, including whether HCFC control measures were included in licensing systems;  

(c) To consider cancellation of the following projects at the 61st Meeting unless progress had been achieved as indicated: 

(i) The refrigerant management plan (RMP) in Ethiopia (ETH/REF/44/TAS/14), implemented by France, if progress on implementing ODS regulations had not been reported; 

(ii) The halon banking project in the Libyan Arab Jamahiriya (LIB/HAL/47/TAS/26) if a business plan for halon activities had not been submitted; 

(iii) The halon banking project in Bosnia and Herzegovina (BHE/HAL/42/TAS/18) if progress in the delivery of the halon equipment had not been reported; and
(iv) The halon banking project preparation in Kuwait (KUW/HAL/45/PRP/07) if a site had not been selected for the halon equipment; and
(d) To urge:

(i) Signature of the project document for the institutional strengthening IS) project in Bosnia and Herzegovina (BHE/SEV/43/INS/19);  

(ii) Reporting as required for the IS project in Mauritius (MAR/SEV/53/INS/19); and

(iii) Initiation of the terminal phase-out management plan (TPMP) verification report in Kuwait (KUW/PHA/52/TAS/10).

(Decision 60/4)
AGENDA ITEM 6: 2010-2012 BUSINESS PLANS

[To be completed]

AGENDA ITEM 7: PROGRAMME IMPLEMENTATION
(a)
Annual tranche submission delays
51. The representative of the Secretariat introduced document UNEP/OzL.Pro/ExCom/60/13, which addressed delays in the submission of tranches that were due at the 60th Meeting and emanated from a history of late submission of annual tranches that had resulted in delays in transferring funds and in fulfilling obligations to fund the activities required by the annual tranches. The document included information provided by France, UNDP, UNEP, UNIDO and the World Bank, as well as the standard recommendations noting that 25 of the 55 tranches due for submission had not come forward submitted and that letters should be sent to those countries for which the annual tranches had not been submitted.
52. Following the Secretariat’s presentation, the Executive Committee decided:

(a) To note:

(i) With appreciation, the information on annual tranche submission delays under multi-year agreements submitted to the Secretariat by France, UNDP, UNEP, UNIDO, and the World Bank, as contained in the document UNEP/OzL.Pro/ExCom/60/13;

(ii) That 25 of the 55 annual tranches in multi-year agreements due for submission had been submitted on time to the 60th Meeting, but that the remaining 30 had not been; 

(iii) That letters should be sent for the annual tranches, as indicated in Table 1 in Annex III to the present report, that had been due for submission to the previous two Meetings with the reasons indicated for the delay, and encouraging implementing agencies and the relevant Article 5 governments to take action to expedite the implementation of the approved tranches so that the overdue tranches could be submitted as early as possible; and

(iv) That letters should be sent for the annual tranches, as indicated in Table 2 in Annex III to the present report, that had been due for submission to the 60th Meeting with the reasons indicated for the delay, and encouraging implementing agencies and the relevant Article 5 governments to submit those annual tranches as early as possible.

(Decision 60/…)
(b)
Report on implementation of approved projects with specific reporting requirements
53. The representative of the Secretariat introduced document UNEP/OzL.Pro/ExCom/60/14, which contained progress reports on the implementation of NPPs/TPMPs in Afghanistan, Brazil, Cambodia, Fiji, Georgia, the Islamic Republic of Iran, Maldives, Philippines, and Samoa. The Governments of Cambodia, Fiji, Georgia, Maldives and Samoa had reported zero consumption of CFCs under Article 7 of the Montreal Protocol, and the latest CFC consumption levels reported by the Governments of Afghanistan, Brazil, the Islamic Republic of Iran and Philippines were much lower than those allowed under the Montreal Protocol. The document also contained progress reports on the implementation of the CFC, CTC and TCA production sector plans in China, and the CFC production plan in the Bolivarian Republic of Venezuela. All the progress reports had been submitted with their mandatory verification reports.

54. During the discussion, one Member commented on the reported delay in the investment component of the TPMP in Maldives, and suggested that where activities had not been implemented they might be taken into account by the Committee when it considered the activities contained in the HPMP for Maldives.

55. Following the discussion, the Executive Committee decided: 

(a) To note document UNEP/OzL.Pro/ExCom/60/14 on the implementation of approved projects with specific reporting requirements;
(b) With regard to Afghanistan:

(i) To take note of the progress report on the implementation of the 2009 work programme of the national CFC phase-out plan (NPP) for Afghanistan and of the verification report on 2008 CFC consumption;
(ii) To approve the annual implementation programme for 2010;
(iii) To request the Government of Afghanistan, with the assistance of the Government of Germany and UNEP, to submit a progress report on the implementation of the 2010 work programme for the NPP no later than the 63rd Meeting of the Executive Committee;
(c) With regard to Brazil:
(i) To note the 2008 verification report and the 2009 annual implementation report of the national CFC phase-out plan (NPP) in Brazil; 
(ii) To approve the annual implementation plans for the years 2010 and 2011; 
(iii) To request the Government of Brazil, with the assistance of UNDP, as lead agency, to submit annual implementation reports regarding the previous year to the first Meeting of the Executive Committee each year until the NPP had been completed;
(d) With regard to Cambodia, to take note of the 2009 progress report on the implementation of the terminal phase‑out management plan for Cambodia;
(e) With regard to Fiji, to take note of the 2009 progress report on the implementation of the terminal phase-out management plan for Fiji;
(f) With regard to Georgia, to note the successful verification of Georgia’s compliance with its phase-out obligations for CFC consumption under the terminal phase-out management plan in 2008;
(g) With regard to the Islamic Republic of Iran:
(i) To note the 2008 verification report and the 2009 annual implementation report on the national CFC phase‑out plan (NPP) in the Islamic Republic of Iran; 
(ii) To approve the annual implementation plan for the year 2010; 
(iii) To request the Government of the Islamic Republic of Iran, with the assistance of the Government of Germany, as lead agency, to submit annual implementation reports regarding the previous year to the first Meeting of the Executive Committee each year until the NPP had been completed;
(h) With regard to Maldives:
(i) To take note of the progress report on the implementation of the terminal phase‑out management plan (TPMP) for Maldives, 
(ii) To request UNEP and UNDP:

a. To expedite the implementation of the end-user investment component of the TPMP;

b. To report to the Executive Committee at its 62nd Meeting on the progress of implementation of this remaining component.

(i) With regard to Philippines:
(i) To take note of the progress report on the implementation of the 2009 work programme of the national CFC phase-out plan (NPP) for Philippines and of the verification report on 2008 CFC consumption;
(ii) To approve the annual implementation programme for 2010 and to request the Government of Philippines, with the assistance of the World Bank, to submit a progress report on the implementation of the 2010 work programme of the NPP no later than the 63rd Meeting of the Executive Committee, including a verification report on 2009 consumption;
(j) With regard to Samoa:
(i) To take note of the progress report on the implementation of the terminal phase-out management plan (TPMP) for Samoa;

(ii) To request UNEP and UNDP:

c. To expedite the implementation of the end-user investment component of the TPMP;

d. To report to the Executive Committee at its 62nd Meeting on the progress of implementation of this remaining component;
(k) With regard to China:
(i) In connection with the CFC production phase-out programme: verification of the 2009 annual work programme, to commend the Government of the People’s Republic of China and the World Bank for the good efforts made to comply with decisions 56/13 and 57/31 and for successfully implementing the audit for 2009 to confirm the level of production of CFCs for MDIs in China and the remaining stocks; 

(ii) To take note of the verification report on the phase-out of the production and consumption of CTC for process agent and other non-identified uses (phase I);
(iii) In connection with the strategy for gradual phase-out of 1,1,1-trichloroethane (TCA) production (second stage programme) to commend the Government of the People’s Republic of China and the World Bank for successfully dismantling the remaining TCA production facility in China; and
(l) With regard to the Bolivarian Republic of Venezuela, to commend the Government of the Bolivarian Republic of Venezuela and the World Bank for the good efforts made to comply with decision 54/15(a) and for successfully implementing the audit for 2009 to confirm the sustained cessation of CFC production at the PRODUVEN plant in the Bolivarian Republic of Venezuela.

(Decision 60/…)
AGENDA ITEM 8:  PROJECT PROPOSALS

(a)
Overview of issues identified during project review

56. The Chair asked the representative of the Secretariat to introduce document UNEP/OzL.Pro/ExCom/60/15 and Add.1, and then present each of the issues identified during project review one by one, as set out in the document.

57. The representative of the Secretariat provided an update on the projects and activities submitted and the level of funding available. He went on to list the six issues identified during project review, namely, projects submitted to the 60th Meeting not included in the business plans or not required for compliance; funding of institutional strengthening renewals; final tranches of ODS phase-out plans not submitted to the 60th Meeting; HCFC phase-out projects with a requested level of funding over US $5 million; HCFC phase-out projects in domestic and commercial refrigeration enterprises; and the submission of a demonstration project for disposal of unwanted ODS in Mexico, which referred to the special funding facility and would therefore be discussed under item 11 (Incentives associated with the Multilateral Fund climate impact indicator and a special funding facility (decisions 59/45(b) and 59/48)). The document also contained the list of projects and activities submitted for blanket approval, and the list of investment projects for individual consideration. 
Projects submitted to the 60th Meeting not included in business plans or not required for compliance

58. Introducing the issue of projects that had been submitted to the present Meeting but had either not been included in the business plans of the implementing agencies, or were not required for compliance, the representative of the Secretariat explained that the Committee had before it a net value of activities that exceeded the amount in the business plans by some US $13 million dollars. He also clarified that the ODS demonstration project presented by the Government of France had been in France’s business plan, but did not appear in the relevant document. The representative of the Secretariat further indicated that the agencies’ business plans included several activities not required for compliance. In order to ensure that business plans accurately reflected the activities submitted by implementing agencies to the same Meeting at which the plans were to be considered, it might be advisable for the Executive Committee to defer consideration of any activities that were either not included in the business plans, were submitted at a higher value than those in the business plans. or represented activities not required for compliance. 

59. Following the introduction, Members said that there needed to be consistency between the business plans and activities submitted to the first Meeting of the year, but that the issues related mostly to process. At the same time, it was recognized that activities that were not required for compliance and had not been previously considered by the Executive Committee should be considered first in the context of business plans. 

60.  One Member considered that if different values were given for projects in the business plans and in project submissions, the Secretariat should automatically adjust the value in the business plan to reflect the value of the submission. If a submitted project was not in the business plan because an implementing agency had forgotten to include it, for instance, the Secretariat should automatically include the project in the business plan for that implementing agency. 
61. Following the discussion, the Executive Committee decided: 
(a)
To request the Secretariat to automatically adjust the business plans of the bilateral and implementing agencies reflecting the values in previously approved multi-year agreements; other previous decisions of the Executive Committee; and the activities to reflect those submitted to the first Meeting of the year and their associated values to ensure consistency between submissions and business plans at the first Meeting of the year.

(b)
To defer consideration of approval of new activities that were not required for compliance and had not previously been considered by the Executive Committee until after their consideration in business plans at the first Meeting of the year.
 (Decision 60/…)

Funding of institutional strengthening renewals

62. The representative of the Secretariat drew attention to the policy issue relating to the funding of IS renewals. Funding for all IS projects being considered at the present Meeting had been requested in accordance with decision 59/7, with the exception of the projects for Mongolia, and Nauru, whose initial submission included a 10 per cent increase in the funding level requested to account for additional work to address ozone and climate benefits; and the former Yugoslav Republic of Macedonia, which was a component of that country’s HPMP renewal requests. The IS project for the former Yugoslav Republic of Macedonia required the attention of the Committee as the duration of the IS within the HPMP appeared inconsistent with decision 59/47(a). While the IS renewal requests for Mongolia and Nauru had been adjusted to be consistent with decision 59/47, the Secretariat was seeking the Committee’s guidance on the general policy for IS renewals in respect of the normal practice of funding renewals for a period of two years.

63. One Member asked whether the extension of financial support for IS funding for Article 5 Parties up to December 2011 would be automatically applied to those IS renewal projects that had been approved at the 59th Meeting as well as to those renewals approved at the 57th and 58th Meetings.  The representative of the Secretariat explained that, as decision 59/47 had been taken after those requests had received blanket approval at the 59th Meeting, retroactive extension of the funding for those IS projects could only be done with the agreement of the Executive Committee at the present Meeting. With regard to those IS projects approved at the 57th and 58th Meetings, it was explained that they would have to be submitted to the Executive Committee as new extension requests.  

64. There was general agreement during the discussions that 
IS funding should continue in the future.  It was also agreed that, consistent with decision 59/47, IS projects that had been approved at the 59th Meeting could be extended up to December 2011.

65. Following further discussions, it was agreed that it would be useful for the Secretariat to prepare a paper, for discussion at the 61st Meeting containing, inter alia, indicators for monitoring and reporting activities, the objectives, indicators and formats that could be applied to the requests for renewal of IS, as well as options for the continued funding of IS renewals in the context of decisions that would be taken on the HCFC cost guidelines, and the monitoring requirements under the HPMPs. The paper should also include a table containing a list of those IS projects approved at the 57th and 58th Meetings.
66. Following the discussion, the Executive Committee decided:

(a) To extend the date for funding of institutional strengthening (IS) projects approved at the 59th Meeting of the Executive Committee up to December 2011;

(b) To request the Secretariat to prepare a document on objectives, indicators and formats pertaining to requests for the renewal of IS projects for consideration by the Executive Committee at its 61st Meeting; and

(c) To further consider the issue of the options for funding IS projects at the 61st meeting of the Executive Committee.

(Decision 60/…)

Final tranches of ODS phase-out plans not submitted to the 60th Meeting

67. The representative of the Secretariat drew attention to the policy issue relating to the final tranches of ODS phase-out plans that had not been submitted to the 60th Meeting.  He said that there were several reasons for the delay in the submission of tranches of multi-year projects, among which were: the internal restrictions that prevailed in some countries on the travel of experts; delays in updating ODS regulations; and delays in the procurement and distribution of equipment. He reminded the Committee that the agreements between the Executive Committee and Article 5 countries stipulated that funding would be provided when the annual consumption limits on the ODS specified in the agreements had been met.

68. The Executive Committee decided:

(a) To allow the submission of outstanding funding tranches of national phase-out plans (NPPs) or terminal phase-out plans (TPMPs) in Article 5 countries to the 61st Meeting of the Executive Committee on the understanding that the Governments concerned, with assistance from relevant bilateral and implementing agencies, would consider implementing activities to sustain zero consumption of CFCs and other activities to facilitate the phase-out of HCFCs; and

(b) That funding tranches of NPPs or TPMPs not submitted to the 61st Meeting should be integrated into the relevant HCFC phase-out management plans of the countries concerned.

(Decision 60/…)

HCFC phase-out projects with a requested level of funding of over US $5 million

69. The representative of the Secretariat drew attention to the policy issue relating to HCFC phase-out projects with a requested level of funding of over US $5 million. He advised that, at its 20th Meeting the Executive Committee had decided that projects over US $5 million should be submitted 12 weeks prior to the Meeting at which they were to be considered.  He said UNIDO had submitted a HCFC phase-out project for Pakistan at a total cost of over US $6 million eight weeks before the present Meeting and, when asked to defer the project, had divided it into two proposals, each at a funding level of below US $5 million.  The Secretariat had reviewed both proposals. However, as a general rule, and in order to allow for a thorough review of high-cost HCFC projects that might be submitted in 2010 in advance of completion of the HPMPs, only one project proposal covering all the enterprises in the relevant sector or sub-sector should be submitted 12 weeks in advance of the Meeting at which there were to be considered.
70. The Executive Committee decided:

(a) To request the bilateral and implementing agencies assisting countries submitting HCFC projects in the consumption sector with a level of funding of more than US $5 million to submit only one project proposal covering all the enterprises in the relevant sector or sub-sector; and

(b) To submit the proposal 12 weeks in advance of the Meeting at which it was to be considered.

(Decision 60/…)

HCFC phase-out projects in domestic and commercial refrigeration enterprises

71. The representative of the Secretariat drew attention to the policy issue relating to HCFC phase-out projects in domestic and commercial refrigeration enterprises. During the phase-out of CFCs, the conversion of domestic and commercial refrigeration had been considered under the refrigeration sector but, now that the use of CFCs had been completely phased out, the conversion of all HCFC-based domestic refrigeration manufacturing plants and all commercial refrigeration plants using HFC-134 as the refrigerant related only to HCFC used as a foam blowing agent.  On that basis, those projects could be considered under the foam sector rather than under the refrigeration sector.  He also informed the Committee that the introduction of hydrocarbon technology as the preferred replacement technology, in particular in domestic refrigeration enterprises, was more complex than in other rigid foam applications and that consequently the cost-effectiveness threshold of US $7.83 per kilo for the rigid foam sub-sector might not be applicable.

72. One Member did not agree with the proposal and asked for an explanation of the reason for the changes being made in the categories. He said that such changes could entail additional expense for industries as they might be required to make design changes to accommodate them.  He said that it was also important to continue to use established definitions as there continued to be linkages between the conversion of the refrigerant and foam sectors for some projects.

73. The representative of the Secretariat explained that as there was no more refrigerant to be phased out the projects could logically be considered under the foam sector.

74. A Member suggested that the issue was technical and agreed that when it was only foam that was at issue, projects should be considered under the foam sector.  However, some commercial equipment which still used HCFC for refrigeration remained. In those cases, the projects needed to be evaluated on the basis of the previously agreed requirements.

75. The representative of the Secretariat reported that after informal discussions it had been agreed that as some cases of commercial refrigeration using HCFCs for both refrigeration and foam continued to occur, any decision ought to be limited to domestic refrigeration enterprises.
76. Following a discussion, the Executive Committee decided:

(a) That projects for the phase-out of HCFCs used by domestic refrigeration enterprises should be considered under the foam sector as rigid insulation refrigeration foam; and 
(b) To establish the cost-effectiveness threshold at a future Meeting once sufficient information had been gathered from the review of HCFC phase-out projects as stand-alone projects and/or as components of HPMPs.

(Decision 60/…)

List of projects and activities submitted for blanket approval

77.  The representative of the Secretariat reported that Annex I to document UNEP/OzL.Pro/ExCom/60/15 listed 48 projects and activities with a total value of about US $8.1 million, which had been recommended for blanket approval. The two project preparation requests for HCFC phase-out activities for Saudi Arabia had been added to the list as the outstanding country programme report had been submitted to the Fund Secretariat. He noted that approval of the projects covered relevant conditions or provisions included in the corresponding project evaluation sheets, as well as the approval of implementation programmes associated with the relevant tranches of multi-year projects.

78. Following the presentation, the Executive Committee decided:

(a) To approve the projects and activities submitted for blanket approval at the levels of funding indicated in Annex IV to the present report, together with the conditions or provisions included in the corresponding project evaluation documents and the conditions attached to the projects by the Executive Committee; and

(b) That, for projects related to renewal of institutional strengthening, blanket approval included approval of the observations to be communicated to recipient governments contained in Annex V to the present report.

(Decision 60/…)

Additional policy issue raised by Canada under agenda item 8(a): Accelerated phase-out of HCFCs

79. The representative of Canada raised an additional policy issue for consideration by the Executive Committee under agenda item 8(a) with respect to several HCFC projects submitted to the 60th Meeting that proposed levels of HCFC phase-out greater than the 10 per cent required to be phased out by 2015. In some cases, levels of phase-out proposed represented 30 to 40 per cent of the baseline. He said that while that might be appropriate in some cases, namely, in very low volume consuming (LVC) countries where levels of tonnage were small or where funding was provided over a shorter period to facilitate management or achieve economies of scale, the Multilateral Fund could not sustain such high levels of phase-out within the current replenishment period, especially for larger countries. However, the Executive Committee could support accelerated phase-out in LVC countries where the phase-out could be achieved and sustained and where there was a strong commitment. Where countries had proposed accelerated phase-out of HCFCs, the Executive Committee should make decisions on a case-by-case basis taking into account levels of LVC HCFC consumption and the rationale behind the accelerated phase-out.

80. Following the presentation, the Executive Committee decided that projects which accelerated the phase-out of consumption of HCFCs could be considered on a case-by-case basis for low-volume-consuming countries that had a strong national level of commitment in place to support accelerated phase-out.
(Decision 60/…)
(b)
Bilateral cooperation

[To be completed]

(c)
Work programmes

[To be completed]

(d)
Investment projects

[To be completed]

AGENDA ITEM 9:  HCFCs

(a)
Relevant aspects of component upgrade in HCFC conversion projects (decision 59/13(b))
[To be completed]

(b)
Outstanding HCFC issues: cut-off date, level of incremental operating costs, funding provided to the servicing sector, and incremental capital costs (decision 59/46)

81. Before asking the representative of the Secretariat to present the item, the Chair reminded Members that there had been long discussions on the matter of outstanding HCFC issues at previous Meetings, and that the contact group on HCFCs that had met at the 59th Meeting of the Executive Committee, being unable to resolve those issues, had decided to defer discussion to the 60th Meeting.

82. In presenting the item, the representative of the Secretariat explained that document UNEP/OzL.Pro/ExCom/60/46 presented the status of discussions held by the contact group on HCFCs at its two previous Meetings, as well as the conclusions it had been able to reach. The document also contained two annexes, one summarizing the progress made on the issues of incremental operating costs and cut-off dates; and the other presenting further analysis on HCFC phase-out in the refrigeration servicing sector, including a new funding approach presented at the 59th Meeting.  

83. Three outstanding issues remained to be addressed:  the first was the cut-off date for converting to HCFC-based capacity installed, with two dates being proposed: 2005 or 21 September 2007;  the second outstanding issue related to the eligible incremental costs of HCFC phase-out projects and the Executive Committee had to decide on the level of incremental operating costs for phasing out HCFCs in the foam, air conditioning, and commercial refrigeration sectors;  the third issue related to funding for HCFCs in the refrigeration servicing sector. It had been proposed that Article 5 countries with 90 per cent or more of their total HCFC consumption in the servicing sector would receive funding as listed in the table under paragraph 6(ix) in document UNEP/Ozl.Pro/ExCom/60/46. An alternative proposal, explained in Annex II, had been presented to the contact group at the 59th Meeting, but had not been considered owing to lack of time. The proposal dealt with countries with total HCFC consumption below 360 metric tonnes, most of which was in the refrigeration servicing sector, with some countries having consumption in the manufacturing sector. Those countries could meet the 2013 and 2015 compliance levels by phasing out consumption in the servicing sector alone, in the manufacturing sector alone, or a combination of both.
84. Following the presentation, the Chair called for general comments to initiate debate on the issue, which he acknowledged as being difficult. Notwithstanding, progress had been made with regard to eligible incremental costs and the cut-off date. He reminded Members that a number of projects submitted for the Executive Committee’s consideration depended on even more progress, all the way through to resolution of those matters.

85. Following the Chair’s remarks, one Member stated that the decision made in 2007 to accelerate HCFC phase-out necessarily and unequivocally meant a cut-off date of 2007, not 2005. He also felt that there should be no question about eligibility for second-stage conversion, considering that the participation of companies that had converted from CFCs to HCFCs with support from the Multilateral Fund was necessary to ensure compliance with HCFC phase-out in his country. With regard to the starting point for aggregate reductions, he did not agree with the Secretariat’s analysis to the effect that the starting points should be established at the time of submission of HCFC investment projects, if submitted before HPMPs. He deemed the issue of eligible incremental costs to be too complex to discuss in plenary, saying he preferred to discuss it within the contact group on HCFCs. Another Member similarly emphasized that a number of factors made it difficult to estimate accurately the cost of HCFC conversion, including the fact that the technology was still emerging and that projects approved by the Multilateral Fund were still being implemented. He pointed out that it had taken five years to obtain the estimates needed to establish policy guidelines for CFC conversion, and that investment projects in large-, medium- and low-volume consuming countries, as well as demonstration projects, were required to generate sufficient data and analysis to provide a basis for HCFC guidelines. Another Member stressed the need for flexibility, but also said that it was time to make some important and difficult decisions to enable Article 5 countries to comply with their HCFC phase-out obligations.

86. Another Member explained that very detailed discussions had taken place in the contact group on HCFCs at the Executive Committee’s two previous Meetings. It was therefore difficult to have a general discussion about the topic without seeming to reopen some of the points that had been agreed in principle in the contact group. He also pointed out that the difference between the levels of incremental operating costs had been reduced through negotiations to only US $1 per kilogram. The issue of the cut-off date was pending consideration of the level of incremental operating costs. Article 5 countries wanted the Executive Committee to expedite the adoption of guidelines for HCFC phase-out, but that could not be done if issues were reopened.  Another Member expected the discussion in the contact group on HCFCs to take up where the discussion at the 59th Meeting had left off. The purpose of the discussion remained to find a package of support measures for HCFC phase-out that would be acceptable to all.

87. Following the discussion, it was clarified that the open-ended contact group had been composed of Executive Committee Members, including the Members of co-opted delegations. 
88. The contact group on HCFCs appointed Switzerland as facilitator and, following three sessions of intense debate, the facilitator was able to report on the successful fulfilment of the contact group’s mandate, and to present the criteria for funding HCFC phase-out in the consumption sector in Article 5 countries. He highlighted the spirit of commitment and compromise that had brought the negotiations in the contact group to such a positive conclusion, and thanked all Members and the Secretariat for their hard work. Both the facilitator and the Chair pointed out that the criteria had been agreed following an arduous process that had begun over a year previously, and which had benefited from the efforts of the previous year’s Executive Committee Members. The Chair highlighted the contribution of the previous facilitator of the contact group on HCFCs, the representative of Australia. The achievement was an important one, not just for the Executive Committee and for the Montreal Protocol, but also for the planet as a whole. 

89. Following the description of the agreed criteria by the facilitator of the contact group on HCFCs, the Executive Committee decided: 

In determining criteria for funding HCFC phase-out in the consumption sector in Article 5 countries:

Cut-off date

(a) Not to consider any projects to convert HCFC-based manufacturing capacity installed after 21 September 2007; 

Second-stage conversion 

(b) To apply the following principles in regard to second-stage conversion projects for the first stage of HPMP implementation to achieve the 2013 and 2015 HCFC phase‑out compliance targets, to be reviewed by the Executive Committee no earlier than the last Meeting in 2013:
(i) Full funding of eligible incremental costs of second-stage conversion projects will be considered in those cases where an Article 5 Party clearly demonstrates in its HPMP that such projects are necessary to comply with the Montreal Protocol HCFC targets up to and including the 35 per cent reduction step by 1 January 2020 and/or are the most cost-effective projects measured in ODP tonnes that the Party concerned can undertake in the manufacturing sector in order to comply with these targets;
(ii) Funding for all other second-stage conversion projects not covered under paragraph (b)(i) above will be limited to funding for installation, trials, and training associated with those projects;
Starting points for aggregate reductions in HCFC consumption
(c) To establish the starting points for aggregate reductions in HCFC consumption, for those Article 5 countries that submit projects in advance of their assessed baseline, at the time of submission of either the HCFC investment project or the HPMP, whichever is first submitted for the consideration of the Executive Committee;

(d) To allow Article 5 countries to choose between the most recent reported HCFC consumption under Article 7 of the Montreal Protocol at the time of the submission of the HPMP and/or the investment project, and the average of consumption forecast for 2009 and 2010, in calculating starting points for aggregate reductions in HCFC consumption;

(e) To adjust the agreed starting points for aggregate reductions in HCFC consumption in cases where calculated HCFC baselines based on reported Article 7 data are different from the calculated starting point based on the average consumption forecast for 2009‑2010; 

Eligible incremental costs of HCFC phase-out projects

(f) To apply the following principles in regard to eligible incremental costs of HCFC phase‑out projects for the first stage of HPMP implementation to achieve the 2013 and 2015 HCFC phase‑out compliance targets, subject to a review in 2013:

(i) When preparing HCFC phase-out projects in the foam, refrigeration and air‑conditioning sectors, bilateral and implementing agencies shall use the technical information contained in document UNEP/OzL.Pro/ExCom/55/47 as a guide;

(ii) The current cost-effectiveness threshold values used for CFC phase-out projects in paragraph 32 of the final report of the 16th Meeting of the Executive Committee (document UNEP/OzL./Pro/16/20), to be measured in metric kilogrammes, shall be used as guidelines during the development and implementation of the first stage of HPMPs; 

(iii) That countries will have the flexibility to allocate the approved funding from incremental operating costs to incremental capital costs and to allocate up to 20 per cent of the approved funding for incremental capital costs to incremental operating costs, as long as the flexibility does not change the intent of the project. Any reallocation should be reported to the Executive Committee;
(iv) Funding of up to a maximum of 25 per cent above the cost effectiveness threshold will be provided for projects when needed for the introduction of low global warming potential (GWP) alternatives;
HCFC phase-out in the foam sector
(v) Incremental operating costs for projects in the foam sector will be considered at US $1.60/metric kg of HCFC-141b and US $1.40/metric kg for HCFC-142b consumption to be phased out at the manufacturing enterprise;

(vi) For group projects linked to systems houses, incremental operating costs will be calculated on the basis of the total HCFC consumption of all downstream foam enterprises to be phased out;

(vii) The Executive Committee will consider, on a case-by-case basis, funding higher levels of incremental operating costs than indicated in paragraph (f)(v) above when required for the introduction of low-GWP water-blown technology;

HCFC phase-out in the refrigeration and air-conditioning manufacturing sector

(viii) Incremental operating costs for projects in the air conditioning sub-sector will be considered at US $6.30/metric kg of HCFC consumption to be phased out at the manufacturing enterprise; 

(ix) Incremental operating costs for projects in the commercial refrigeration sub‑sector will be considered at US $3.80/metric kg of HCFC consumption to be phased out at the manufacturing enterprise; 

(x) Consistent with decision 31/45 of the Executive Committee, incremental operating costs will not be considered for enterprises categorized under the refrigeration equipment assembly, installation and charging sub-sector;

HCFC phase-out in the refrigeration servicing sector

(xi) Article 5 countries that have a total HCFC consumption of up to 360 metric tonnes must include in their HPMP, as a minimum:

e. A commitment to meeting, without further requests for funding, at least the freeze in 2013 and the 10 per cent reduction step in 2015, and if the country so decides, the 35 per cent reduction step in 2020. This shall include a commitment by the country to restrict imports of HCFC-based equipment if necessary to achieve compliance with the reduction steps and to support relevant phase-out activities;
f. Mandatory reporting, by the time funding tranches for the HPMP are requested, on the implementation of activities undertaken in the refrigeration servicing sector and in the manufacturing sector when applicable, in the previous year, as well as a thorough and comprehensive annual work plan for the implementation of the following activities associated with the next tranche;

g. A description of the roles and responsibilities of major stakeholders, as well as the lead implementing agency and the cooperating agencies, where applicable;

(xii) Article 5 countries that have a total HCFC consumption of up to 360 metric tonnes will be provided funding consistent with the level of consumption in the refrigeration servicing sector as shown in the table below, on the understanding that project proposals will still need to demonstrate that the funding level is necessary to achieve the 2013 and 2015 phase-out targets, and if the country so decides, the 2020 phase-out targets: 

	Consumption (metric tonnes)*
	Funding up to 2015 (US$)
	Funding up to 2020 (US$)

	>0 <15
	51,700
	164,500

	15 <40
	66,000
	210,000

	40 <80
	88,000
	280,000

	80 <120
	99,000
	315,000

	120 <160
	104,500
	332,500

	160 <200
	110,000
	350,000

	200 <320
	176,000
	560,000

	320 <360
	198,000
	630,000




(*) Level of baseline HCFC consumption in the refrigeration servicing sector

(xiii) Article 5 countries that have a total HCFC consumption of up to 360 metric tonnes and that receive funding consistent with the above table, will have flexibility in utilizing the resources available to address specific needs that might arise during project implementation to facilitate the smoothest possible phase-out of HCFCs;

(xiv) Article 5 countries that have a total HCFC consumption of up to 360 metric tonnes, used in both the manufacturing and refrigeration servicing sectors, could submit HCFC phase-out investment projects in accordance with prevailing policies and decisions of the Multilateral Fund, in addition to funding for addressing HCFC consumption in the servicing sector;

(xv) Article 5 countries that have a total HCFC consumption above 360 metric tonnes should first address consumption in the manufacturing sector to meet the reduction steps in 2013 and 2015. However, if such countries clearly demonstrate that they require assistance in the refrigeration servicing sector to comply with these targets, funding for these activities, such as training, will be calculated at US$4.50/metric kg, which will be deducted from their starting point for aggregate reductions in HCFC consumption.
HCFC phase-out in the aerosol, fire extinguisher and solvent sectors

(xvi) The eligibility of incremental capital and operating costs for HCFC phase‑out projects in the aerosol, fire extinguisher and solvent sectors will be considered on a case-by-case basis.
(Decision 60/…)
(c) Cost for conversion of component manufacturing vs. incremental operating cost (decision 59/14)
[To be completed]
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