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COMMENTS FROM THE GOVERNMENT OF GERMANY DATED 31 DECEMBER 2009
SUBMITTED FOR THE 60™" MEETING
(extracted from e-mail communication)

[...]
Commenting on Agenda item 7, Decision 59/16:
Preliminary template for draft agreements for HPMPs

The draft template for HPMP agreements is based on the well proven practices for National CFC Phase
Out Plans. Therefore considerable experience on how to handle such documents exists in the Agencies as
well as in the National Ozone Units (NOUSs).

As far as the principle and content of the draft template is concerned, in our opinion nothing needs to be
changed. However, the language particularly in the initial text pages (which are meant to be applicable to
all individual agreements without further change) appears to be a bit awkward. This may be partly due to
the many cross references needed to point to other parts of the document, but also to the rather “legal”
language used. In view of the overwhelming majority of users who are not native English speakers and
the long time period during which this template would be applied, we kindly urge the Secretariat to make
a special effort to simplify the text in cooperation with selected users.

In para 7 reference is made to possible reallocations categorized as “major” and “minor” changes. For

clarity it may be helpful to indicate (as in previous templates) that “major” would be in excess of e.g. 20%
of the tranche.

[...]
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COMMENTS FROM THE GOVERNMENT OF CANADA DATED 21 MAY AND 2 JUNE 2010
SUBMITTED FOR THE 61°" MEETING
(extracted from e-mail communications)

[...]

Thank you for the additional opportunity to provide comments on the preliminary template for draft
agreements on HCFCs.

We have a suggestion with respect to paragraph 5(c). According to this paragraph, funding for a tranche
would not be provided unless "the Country has substantially completed all actions set out in the previous
tranche implementation plan and submitted a tranche implementation report..etc..". We believe that the
requirement to have completed all actions set ou in the previous tranche implementation plan has now
become somewhat inconsistent with Executive Committee decisions, in light of decision 57/15, which
states: "that bilateral and implementing agencies should not submit for the Committee's consideration
requests for funding tranches of multi-year agreement with low rates of implementation of activities
initiated with previously approved tranches and where the rate of disbursement of funding available from
the previously approved tranche was less than 20 per cent..."

According to decision 57/15, it would seem that funding could be provided for a tranche even if all
actions associated with the previous tranche have not been substantially completed, as long as previous
tranches do not have a low rate of implementation and that disbursement from the previous tranche in
particular are 20 per cent or more.

Therefore, we suggest that paragraph 5(c) in the draft template be replaced by the following: "That the
requirements of decision 57/15 with respect to previously approved tranches have been met and that the
Country has submitted a tranche implementation report in the form of Appendix 4-A (the "Format of
Tranche Implementation Report and Plan™) for each previous calendar year; and" and to insert a footnote
after the words "decision 57/15", in which the exact wording of the decision would be reproduced in order
to ensure clarity.

[...]

Subsequent communication:

[...]

You may also want to consider the slight change in the formulation of the last phrase below, but this is
just a suggestion.

“That the Country had submitted a tranche implementation report in the form of Appendix 4-A (the
“Format of Tranche Implementation Report and Plan”) for each previous calendar year, that it had
achieved a significant (instead of satisfactory) level of implementation of activities initiated with
previously approved tranches, that the rate of disbursement of funding available from the previously
approved tranche was more than 20 per cent, and (instead of on the assumption) that other approved
tranches had been disbursed completely; and”

[...]
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COMMENTS FROM THE GOVERNMENT OF COLOMBIA DATED 20 MAY 2010

[...]

SUBMITTED FOR THE 61°" MEETING
(originally received in Spanish - extracted from e-mail communication)

In this connection, Colombia wishes to submit the following comments and remarks:

1.

It is clear to Colombia that this agreement refers solely and exclusively to Group | substances
contained in Annex C to the Montreal Protocol (HCFCs) and to the commitments to eliminate
their consumption made by countries operating under paragraph 1 of Article 5, through the
management plans for the phase-out of HCFCs (HPMPs);

The 2™ to 6" lines in paragraph 2 of the draft agreement state “The country also agrees to
meet the annual consumption limits specified in the Montreal Protocol reduction schedule for
all Substances *as well as for those ODS where the Montreal Protocol reduction schedule
has already led to complete phase-out, except to the degree that the Parties have agreed on
essential or critical use exemptions for the Country.”

In our view, this means that the agreement would contain commitments that go further than
its basic purpose of permitting the phase-out of HCFC consumption in countries operating
under paragraph 1 of Article 5 of the Montreal Protocol in connection with the activities and
projects defined in the HPMPs and, consequently, it is also unacceptable that, according to
paragraph 11 and Appendix 7-A (Reductions in funding for failure to comply), it opens up
the possibility of penalizing a country for any possible non-compliance with the schedule for
eliminating consumption of ODS controlled by the Protocol other than HCFCs;

The Montreal Protocol has mechanisms set up to monitor and take appropriate measures in
cases of non-compliance with the objectives and agreements determined for the phase-out of
the ODS contained in the annexes to the Protocol other than those in Group | of Annex C;

We therefore understand that Appendices 1-A and 2-A of the draft agreement refer to and lay
down commitments solely in relation to substances in Group | of Annex C of the Montreal
Protocol;

For the aforementioned reasons, Colombia considers that, in order to maintain the legal and
technical consistency which this agreement should have between countries operating under
paragraph 1 of Article 5 of the Montreal Protocol and the Executive Committee, the
aforementioned text in paragraph 2 should be deleted.

I would be grateful if you would kindly take these comments into consideration and distribute them,
when convenient, to other Members and the implementing agencies.

! Not underlined and not in bold in the original text.
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COMMENTS FROM THE WORLD BANK DATED 23 MAY 2010
SUBMITTED FOR THE 61°" MEETING
(extracted from e-mail communication)
[...]

Our comments are as follow:

1) Para. 2 of Annex Il, Preliminary Template: The second sentence requires the country in guestion to
agree to meet annual consumption limits specified in its Montreal Protocol (MP) reduction schedule for
all substances, not only the substance in question in the agreement, but also previously phased out
substances. The implication is that the country could be penalized for not meeting its obligations for a
substance not funded through the agreement (such as methyl bromide or CFC). We understand that the
objective of the sentence is to seek reconfirmation from Article 5 countries that they will maintain
complete phase-out of CFC, halon, etc., however, we believe this is not the place to do so. The agreement
is between a country and the Executive Committee on HCFC and not intended to replace the mechanisms
in place at the level of the Protocol that seek overall commitment and compliance with MP provisions.

2) Para. 5(d) of Annex IlI: The paragraph implies that countries are to submit implementation plans each
year regardless of whether they are requesting funding for a subsequent tranche. We are the view however
that implementation reports and plans should normally be submitted only as part of the request for a new
funding tranche. There is, if you recall, a detailed progress reporting mechanism in place to apprise the
Committee of progress of each multi-year agreement (MYA). Avoiding duplication of efforts in MYA
reporting is to the advantage of not only the countries which are subject to a number of somewhat
overlapping reporting requirements, but also to the reviewing bodies, particularly the Secretariat.

3) Para. 7 of Annex IlI: This paragraph addresses the flexibility clause. Our comment is first in regards to
allocations of 30% or more of the funding of the last approved tranche which would alone constitute a
major change. This condition may inadvertently lead to delayed project implementation for a change that
might be relatively small in value. This is because tranches tend to be smaller in the latter years of an
MY A and it is usually in the latter years after having implemented the bulk of the activities that countries
will identify savings or required activities missed or not planned in the original national or sector plan.
Definitions of major and minor changes should therefore continue to follow existing Executive
Committee guidance.

4) Our second comment on para. 7 is for the last sentence which stipulates that any remaining funds
should be returned to the Multilateral Fund upon closure of the last tranche. This, in our opinion, clearly
contradicts the underlying principles of performance-based agreements. In fact this clause is reflective of
the overall tendency of the draft agreement to increasingly depart from original performance-based
principles. Once the target is met, funding should be released to the countries unconditionally, provided
that the funds are being used for HCFC phase-out.

Long-term funding levels of a given plan are determined on the basis of best estimates. Article 5 countries
have to take it upon themselves the risk that the funding level may not be sufficient. In such a case, there
is no recourse for these countries, and if Article 5 countries fail to meet certain annual targets, this limited
resource can be taken away as a penalty. Thus we fear that by requiring any remaining funds be returned
to the MLF, countries will from the start have a perverse incentive to utilize funds inefficiently rather than
take the time for careful planning and reprogramming.

If this is the approach that the Committee would like to pursue for the HCFC phase-out, new provisions
should be added to ensure that agreements between the Executive Committee and Article 5 countries are

4
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fair to both parties. These provisions would be: (i) additional resources should be provided to the
countries when there is evidence confirming that the initial estimates are insufficient; and (ii) additional
funds should be provided to the countries when country performance exceeds the agreed targets.

5) Para 1(a) of Appendix 4-A on the format of tranche implementation reports and plans: In regards to the
first sentence which asks for “a narrative report regarding the progress in the previous tranche, reflecting
on the situation of the Country in regard to phase out of the substances, how the different activities
contribute to it and how they relate to each other.” This information should be limited to what is new to
the original national or sector plan or previous year implementation reports.

6) Para 1(d) of Appendix 4-A on gquantitative information to be submitted online: This quantitative
information should be required only when a funding tranche request is made to the Executive Committee.
There should be an appropriate balance between reporting on projects and actually implementing the
projects. We draw your attention to the efforts made several years ago in the context of the online MYA
overview tables to streamline reporting — not increase the reporting burden under the Multilateral Fund.

We would be happy to discuss with your staff the basis of our feedback if necessary.
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