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I.  OPENI NG OF THE MEETI NG

1. The twelfth neeting of the Open-ended Wrking Goup of the Parties to the
Montreal Protocol was held at the Geneva International Conference Centre from
28 August to 1 Septenber 1995.

2. The neeting was opened at 10 a. m on Mnday, 28 August 1995.

3. In her opening statenent, Ms. Elizabeth Dowdeswel |, Executive Director of
the United Nations Environment Programe (UNEP), said that the inplenentation
of the Montreal Protocol had reached a historical juncture. The considerable
achi evenents of the Protocol in controlling ozone-depleting substances (ODS),
culmnating in the cessation of production and consunpti on of such substances
except for essential uses in all industrialized countries by the end of 1995,
shoul d not conceal the need for a further serious effort to sustain the
conmmitnent to the protection of the ozone |ayer. There were a few people
expressing scepticismregarding the scientific consensus, the situation in
countries with econonies in transition continued to pose specific problens
with the expected assistance of the dobal Environment Facility (GEF) so far
not received in full, and there was a disturbing increase in QDS consunption
i n sone devel opi ng countries.

4. In her view, the Qpen-ended Wrking Goup had two inportant issues to

di scuss at its current neeting, nanely, the proposed adjustnents and

anendnents to the Montreal Protocol and the review of the Financial Mechani sm
It woul d have to select the phase-out scenario for HCFCs and net hyl bronide

in the industrialized countries and consider the control of those substances

in the devel oping countries: a freeze by devel oping countries was the mini num
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necessary, pending nore neasures later. The Wrking Goup rmust reconmend a
scenario for phasing out the consunption of Annex A and B substances in
devel opi ng countries and deal with other inmportant issues such as the trade in
used ODS, the status of recycled controlled substances under the Basel
Convention on the Control of Transboundary Myvenents of Hazardous Wastes and
their Disposal, essential uses, process agents, exports fromArticle 5
countries, and the dunping and illegal novenent of QODS.

5. Progress in ratification of the Copenhagen Anendnent was still painfully
slow and there were even sone Parties that had not yet ratified the London
Amendnent. The reporting of data to the Ozone Secretariat was greatly
overdue, despite repeated rem nders and assistance to the devel opi ng countries
fromthe Multilateral Fund in that regard. Contributions to the Miltilatera
Fund and the trust funds were very nuch in arrears and nmany worthwhile
projects could not be financed.

6. Efforts to enhance awareness of the inportance of protecting the ozone
| ayer had sl ackened in recent years and sensitization progranmes directed to
the general public and officials were still very necessary. In that

connection, the designation by the United Nations CGeneral Assenbly of

16 Septenber as the International Day for the Preservation of the Ozone Layer

was particularly appropriate and should furnish the occasion for w de-ranging

activities by Governments, the scientific and acadenic comunity and the non-

governnental organizations (NGOs) to nobilize public opinion in defence of the
ozone | ayer.

I1. ORGAN ZATI ONAL MATTERS
A. Attendance

7. The following Parties to the Montreal Protocol were represented:

Al geria, Argentina, Australia, Austria, Bahanas, Bangl adesh, Bel arus, Bel gi um
Brazil, Bulgaria, Burkina Faso, Caneroon, Canada, Chile, China, Col onbia,
Conoros, Congo, Costa Rica, Cote d'lvoire, Croatia, Cuba, Denocratic People's
Republ i ¢ of Korea, Denmark, Ecuador, Egypt, Ethiopia, European Conmunity,

Fi nl and, France, Gernany, Chana, G eece, @Quinea, |celand, India, |Indonesia,
Iran (Islamc Republic of), Israel, Italy, Japan, Jordan, Kenya, Kiribati,
Kuwai t, Malawi, Malaysia, Maldives, Malta, Muuritius, Mexico, Netherlands,
New Zeal and, N geria, Norway, Peru, Philippines, Poland, Portugal, Republic of
Korea, Romani a, Russian Federation, Saint Lucia, Saudi Arabia, Senegal

Sl ovaki a, Slovenia, South Africa, Spain, Sri Lanka, Sweden, Switzerl and,
Syrian Arab Republic, Thailand, Tunisia, Turkey, Uganda, Ukraine, United

Ki ngdom of Great Britain and Northern Ireland, United Republic of Tanzani a,
United States of Anerica, Uruguay, Venezuela, Viet Nam

8. The following States not party to the Protocol were also represented:
Armeni a, Georgia, Holy See, Kyrgyzstan, Morocco.
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9. oservers for the following United Nations Secretariat units, bodies and
speci al i zed agenci es were al so present: Econonic Conmi ssion for Europe (ECE),
G obal Environnent Facility (CGEF), International Gvil Aviation

Organi zation (I CAO), Secretariat of the United Nations Framework Convention on
Cimate Change, United Nations Devel opnent Progranme (UNDP), United Nations

I ndustrial Devel opment Organization (UNIDO, Wrld Bank, Wrld Meteorol ogical
Organi zation (WD), Wrld Trade Organi zati on (WO).

10. The follow ng other organizations were also represented: Aer Inc.,
Agricul tural Reseach Consulting (ARC), Air Conditioning and Refrigration

Eur opean Association (AREA), Alliance for Responsible Atnospheric Policy
(ARAP), Association of Methyl Bromde |ndustry Japan (AMBIJ), APAMI,
California Wal nut Conmission (CW), Crop Protection Coalition (CPC), Dehon

G oup, Dupont Europe, Eastman, Elf Atochem EMBA, Environnmental Defense Fund
(EDF), Environnmental Liaison Centre International (ELCl), EurobromB.V.,

Eur opean Chemical Industry Council/European Fluorocarbon Technical Comittee
(CEFI T EFCTC), FPMAJ, Friends of the Earth (FOE), Gal ex, G eenpeace, Han Joo
Chem, Halon Alternatives Research Corporation (HARC), Industrial Technol ogy
Research Institute (ITRI'), Institut de recherche sur |'environnenent (IREC),
International Council of Environnental Law (ICEL), International Institute for
Applied Systens Analysis (I1ASA), International Pharnaceutical Aerosol
Consortium (1 PAC), Inter-State Ecol ogical Council, Irnox Ltd., Japan

Associ ation for Hygiene of Chlorinated Solvents (JAHCS), Japan Fl uorocarbon
Manuf acturers Association (JFMA), Japan |Industrial Conference for Ozone Layer
Protection (JICOP), Japan Refrigeration and Air Conditioning |Industry

Associ ation (JRAIA), KSCIA 3M Pharnmaceuticals, Medeva Inc., Medisol Labs
Inc., Methyl Bronide dobal Coalition (MBGC), Methyl Broni de Working G oup
(MBWG), Pesticide Action Network North America (PANNA), PIMA Refrigerant Gas
Manuf acturers' Association (REGV), Royal Institute of International Affairs
(RITA), S.A F.E., Schering-Plough Corporation, Spradley and Associ at es.

B. Oficers
11. M. J. Carstensen (Denmark) and M. N R Krishnan (India) served as Co-
Chairmen, in accordance with the decision of the Sixth Meeting of the Parties
to the Protocol.
12. It was agreed that M. J. Kozakiew cz (Poland), the el ected Rapporteur of
the Sixth Meeting of the Parties to the Protocol, would continue in that

function for the neeting of the Wrking G oup.

C. Adoption of the agenda

13. The followi ng agenda was adopted on the basis of the provisional agenda
contai ned in docunent UNEP/ OzL.Pro/Ws 1/12/1:

1. Openi ng of the neeting.

2. Adoption of the agenda and organi zati on of work.
3. Consi derati on of the proposed further adjustnments and anmendnents to
the Montreal Protocol, including the report of Technol ogy and
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Econoni ¢ Assessnent Panel on: (a) the full econom c inplications of
trade in Annex A and B substances during the phase-out and grace
periods; (b) the assessnment of the possibilities of countries with
econormies in transition to conply with the provisions of the
Montreal Protocol; and (c) technical inplications of the proposals
for control neasures of halons and other agents used for fire
suppression and expl osion inertion purposes; and the report of the
snmal | support group on the various phase-out scenari os.

4, Revi ew of the Financial Mechanism including the report of the
subgroup on exam nati on of the study of the Financial Mechani sm
established by Article 10 of the Protocol

5. Consi deration of draft decisions:
(a) Further adjustnments and anmendnent of the Protocol
(b) Definitions of "quarantine" and "pre-shipnment” applications;

(c) darification of decision 1/12C on the definition of "basic
donesti ¢ needs"”;

(d) Recomendations of the Technol ogy and Econom ¢ Assessnent Pane
on essential use noninations, including those by the Russian
Federation for halons and by Poland for CFC 12;

(e) Continued use of chemical process agents after 1996 and the
recomendati ons of the Chenical Process Agents Wrking G oup
i ncluding the report of the Technol ogy and Econoni c Assessnent
Panel on continued consunption of controlled substances to be
used as chemical process agents;

(f) Laboratory and anal ytical uses;

(g) Export and inmport of controlled substances to be used as
f eedst ock;

(h) Control measures concerning hal ons and other agents used for
fire suppression and expl osion inertion purposes;

(i) The status of recycled CFCs and hal ons under the Base
Convention on the Control of Transboundary Mvenents of
Hazar dous Wastes and their Disposal

(j) Authorization of the Executive Committee of the Miultilatera
Fund to provide funding for nethyl brom de projects for the
pur pose of evaluating alternatives;

(k) Provision by the Executive Conmittee of the Multilateral Fund
of specific financial support for projects in | owvolune QDS
consum ng countries;
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(1) Dunping, illegal traffic and uncontrolled production of
substances in Annexes A and B and products containing them

(m Control neasures on nethyl bronide

(n) Reorgani zation of the Technol ogy and Econoni c Assessment Pane
and the Technical Options Conmittees;

(o) Illegal inmports of controlled substances;

(p) Review of the Financial Mechani smestablished by Article 10 of
t he Protocol

(g) Eligibility for paynment by the Miultilateral Fund of facilities
used for export production

6. G her matters.
7. Adoption of the report.
8. Cl osure of the neeting.

I11. PROPOSED ADJUSTMENTS AND AMENDVENTS TO THE MONTREAL
PROTOCOL TOGETHER W TH THE RELEVANT DRAFT
DECI SI ONS UNDER AGENDA | TEM 5
A.  Phase-out of Annex A and Annex B substances in

Article 5 countries and hydrochl orof | uor ocar bons
( HCFGs)

14. The representative of the United Kingdom co-convenor of the subgroup on
scenarios for Article 5 countries for Annex A and B substances presented the
subgroup's report. He said that, in accordance with its terns of reference,

t he subgroup had consi dered the seven scenarios contained in the Lega
Drafting Group's report on the proposals made in the report on the review
under paragraph 8 of Article 5 of the Montreal Protocol. |t had exam ned each
of the scenarios in respect of the relative environnental benefits, technica
feasibility, the likely speed of and possible barriers to the necessary
technol ogy transfer, the role of recovery and recycling, the technica
assunptions, the costs and the rates of disbursenent. As a result of that
exam nation, it had elinmnated four of the seven scenarios and reconmended
that the Open-ended Working Group should restrict its consideration to the
remai ning three, nanely, 2006 with a service tail, 2010, and 2010 with a
service tail.

15. In reply to questions by a nunber of representatives, the co-convenor
clarified that the subgroup had not considered the possibility of accel erated
tails other than those exam ned by the Consultant who had carried out the
study for the review and that it had decided that Fund costs with a O per cent
di scount constituted the nost likely reflection of actual costs.

16. Several representatives suggested an accelerated service tail in respect
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of the scenarios with a year other than 1999 for the cessation of the use of
ODS in the production of new refrigeration and air-conditioning equiprent

The co-convenor said that the subgroup had no information that would enable it
to assess those possibilities. One representative stated, however, that his
del egati on had conducted such an anal ysis and woul d be happy to subnit its
findings to the Wirking Goup. Sone representatives said that the questions
of the transfer of technol ogy, actual costs and likely funding should be
considered in greater depth with regard to the recomended scenari os. The
Open-ended Working Goup then decided that the subgroup should continue its
work, with particular reference to the questions that had been raised and the
i nformati on of fered.

17. One representative, speaking on behalf of the Goup of 77 and China, said
that those countries recognized the inportance of the Financial Mechani sm as
the basis for the fulfilnent of the ultinate objective of the Mntrea

Protocol and felt that in order to consider any new comitnent to the goal s of
the Protocol, the follow ng concerns should be addressed:

(a) The nunber of projects subnitted at present to the Multilateral Fund
shoul d be seen as Article 5 Parties' strong conmitnent to fulfil the goals of
t he Protocol

(b) Considering that projects already submtted that were necessary to
continue to achieve such action, and that were not likely to be i mediately
funded, the Goup of 77 and China was of the view that the shortfall of
fundi ng should be first addressed and an adequate |evel of resources
accordi ngly provided,

(c) Any further consideration of new commtnents, such as those relating
to nethyl brom de, HCFCs, or any new phase-out scenario, would require a
correspondi ng action regardi ng provision of funding.

Mor eover, the Group of 77 and China were of the view that funding al one was
not the only constraint to inplenentation of conmtnents. Appropriate |evels

of technol ogy transfer, and on nost favourable terns, had to be ensured. It
was a matter of nmjor concern to the Goup of 77 and China that that was not
now occurring. In the light of the foregoing, the position of the Goup of 77

and China was that additional comitnents, whether on substance or tinefrane,
coul d be discussed only when those operational problens were satisfactorily
resolved. The Goup of 77 and China therefore could not support any action to
institute any such controls at the current point in tinme.

18. The same representative, also speaking on behalf of the Goup of 77 and
Chi na, subsequently added that the Executive Committee should be asked to
prepare a report with a financial plan enphasizing the three qualities of
transparency, foreseeability and certainty. The best fornula would be a
three-year one with the possibility of annual review, since it would provide
for a continuous revision process. An inproved nechanismfor the transfer of
appropriate and viabl e technol ogy on the nost favourable possible terns should
al so be devi sed

19. The representative of the European Conmmunity stated that it had net its
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phase-out commitnents ahead of schedul e and had set a cap of 2.6 per cent on
HCFCs with a target date of 2015 and not 2030. He added that the issues
before the Group went beyond the question of nmethyl bromide. He believed that
conpl acency was out of order, stressing that the danger in the short-term ODP
of HCFCs shoul d not be ignored, particularly since alternatives were
avai | abl e.

20. The representative of Denmark said that he was subnitting

and distributing to all del egations a nunber of reports, including a
consultant's study on alternatives and the financial inplications of possible
freeze and phase-out scenarios for HCFCs in Article 5 countries.

21. One representative strongly opposed any adjustnent to the present
schedul e of control neasures on HCFCs since such adjustments woul d be of
little benefit to the ozone | ayer according to the analysis of the Scientific
Assessment Panel. For Article 5 countries, he would support a freeze in 2000
at the 2000 levels, thereby elimnating the potential increase in their use.

I ndustry would then be able to allowits investnents in HCFCs to run their
full economic Iife. He saw no reason for adjusting the Protocol regarding
HCFCs. The proposed controls regardi ng producti on were unnecessary. A
control of consunption would be nore appropriate. He could, however, support
t he proposal on HBFCs for all countries.

22. (One representative, on a point of order, supported the proposal that the
guestion of funding should be addressed first.

23. One representative, speaking on behalf of nenber countries of the

Organi sation for Econoni c Cooperation and Devel opment (OECD) operating under
Article 2, stated that those countries stood by their undertakings contained
in Article 5, paragraph 5, and Article 10 of the Montreal Protocol. He

poi nted out that 1996 was the year for deciding on the replenishnent of funds
for the period 1997-1999. He believed that the interests of all would be
served if indicative costs on any new control neasures could be ascertained in
advance. He expressed his appreciation of the speedy progress nmade by
devel opi ng countries, but drew attention to the fact that current funding was
under a three-year budget. The Fund was one of the United Nations nost
successful funds, with 86 per cent of projected contributions paid up. He
regretted that one or two of the OECD countries and countries with econom es
in transition had not paid. OECD countries, he added, were keen to show their
conmitment, but repleni shnent was not on the current year's agenda. He added
that a three-year rolling business plan being prepared by the Project Review
Subconmmittee of the Executive Comittee mght neet the requirenents of the
Goup of 77 and China. It was doubtful if the Executive Conmittee could
otherw se prepare the report requested prior to the Seventh Meeting of the
Parties. As for the requested new nmechani smfor the transfer of technol ogy,
he recall ed that a conprehensive study on the subject had recently been

conpl eted and general ly wel coned.



UNEP/ QzL. Pro/ W& 1/ 12/ 4
Page 8

B. Methyl bronide

24. The representative of Kenya introduced his country's proposal regarding
proposed controls on nethyl bronide. Pointing out that the use of nethyl
brom de was a matter of survival for sone Article 5 countries, he urged that
no further controls on nethyl brom de should be adopted until the renmaining
scientific, technical, and econom c uncertainties surroundi ng the issue were
resolved and alternatives clearly identified. There should be no I|inking of
access to the resources of the Multilateral Fund for methyl brom de
alternatives denpnstration projects to a country's acceptance of control
nmeasures for nethyl brom de. Nor should Article 2H cover nethyl broni de used
for quarantine purposes. He stated that Kenya would be willing to cooperate
when scientific evidence was clear and the alternatives offered the sane
advant ages.

25. A large nunber of countries expressed support for the statenent. Many
stressed that key export products on which their econom es depended required
the use of nethyl brom de and expressed concern regardi ng the existence and
availability of ready substitutes. Several said that additional controls on
nmet hyl brom de woul d be possible only if acconpani ed by increased
repl eni shment of the Multilateral Fund and assured technol ogy transfer. Sone
of those representatives noted that the Fund was al ready overburdened and t hat
the introduction of new control neasures for Article 5 Parties had al ways been
paired with new fundi ng neasures. Many stated that additional controls on

nmet hyl bronide could occur only after additional studies had clearly

determ ned the extent of the threat to stratospheric ozone posed by nethyl
brom de, the existence of reliable and proven alternatives, and the | evel of
addi ti onal funds and technol ogy transfer needed to inplenent such controls.

26. Several representatives of Article 2 countries said that their countries
had comm tted thensel ves to phasing out nethyl bromi de by the year 2001. One
of those representatives expressed strong support for phase-out action on a
gl obal basis. Wth respect to alternatives, that representative felt that a
phase-out target of 2001 would provide for flexibility, the introduction of
mar ket - based neasures, and exenptions for quarantine and pre-shi pnent purposes
and requested that the definition of "pre-shipnent” should remain in square
brackets. Funds could al so be provided for the search for alternatives.
Finally, he said that his del egati on supported exenptions for critica
agricultural uses and was submitting a proposal on that subject at the
neeting.

27. Several representatives expressed support for elenents of that proposal
particularly the need to control nethyl bronide on a global basis and noted
that increased scientific know edge of the threat posed by nethyl bronide and
the continui ng devel opnent of alternatives nmeant that additional controls were
bot h necessary and possi ble. Sone of those representatives expressed support
for alternative dates for phasing out nethyl bronide. A nunber of
representatives of fered proposals for specific internediate reductions with

t he di scussion of final phase-out to be brought up in future. Severa
representatives supported the proposal for devel opi ng exenptions for critica
agricultural uses of nmethyl bromide in conjunction with nore stringent
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controls. Some representatives supported a freeze on nethyl bronide use in
Article 5 countries. The representative of the European Community stressed
the i nmportance of controlling nethyl bronide eni ssions because of their
contribution in the short termto the destruction of the ozone |ayer.
Represent ati ves expressed a preference for the definitions of "quarantine" and
"pre-shiprment” found in decision VI/11 rather than that in the annex to
document UNEP/ OzL. Pro/ W& 1/12/2. One del egati on expressed a reservation
concerning the proposed anmendnent relating to nethyl bromni de trade
restrictions and reserved its position

28. Several representatives noted the inportance of devel opi ng confidence in
using alternatives. Several other representatives noted that to that end they
were currently supporting nethyl bromi de alternative projects in Article 5
countries. That was being done through both aid programes and bil atera
projects under the Miultilateral Fund.

29. A representative of UNDP, al so speaking on behalf of UNEP, reported on
net hyl bronide alternatives denonstration projects in the African, South-East
Asi an, and Latin American regions. That study, which included data collection
on the availability, technical feasibility, effectiveness and cost of
alternatives, would be conpleted before the next neeting of the Executive
Conmmittee so that it coul d be considered by the Seventh Meeting of the
Parties.

30. The Co-Chair of the Scientific Assessnment Panel, M. Al britton, stated
that the ODP of nethyl bromide was estimated at 0.6 and that the Panel's view
was that it was unlikely to be lower than 0.3 or higher than 0.9. More recent
scientific evidence supported the estinmate of O0.6.

31. After extensive conment on those and related i ssues and a suggestion from
t he Co-Chairman, the Wrking Goup decided to forma small group to | ook at

t he various proposals, the relationship between fundi ng i ssues, technol ogy
transfer and control measures, the issue of critical agricultural use
exenptions, and continued questions surroundi ng the definition of "quarantine"
and "pre-shi pnment applications”.

C. Halons and other agents used for fire suppression and
expl osi on inertion purposes, including the report of the
Technol ogy and Econoni c Assessnent Panel on the proposals
on the subject subnmitted at the el eventh neeting of
t he Open-ended Wor ki ng Group

32. M. Kuijpers, Co-Chair of the Technol ogy and Econoni c Assessnment Pane
presented the Panel's report on the technical inplications of the proposals
for control neasures on hal ons and other agents used for fire suppression and
expl osion inertion purposes, subnmitted to the Wirking G oup at its eleventh
neeting, in the formof an anendnent to Article 2B of the Protocol as well as
a draft deci sion.
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33. M. Kuijpers said that the Hal ons Technical Options Conmittee had
reviewed the technical nmaterials submtted by the sponsors of the proposals
and had found that the assunptions on which they were based could not be
supported by the evidence before it. The Technol ogy and Economi ¢ Assessnent
Panel and its Hal ons Technical Options Conmittee wi shed to enphasize that
sufficient halon stocks had enabl ed an early phase-out; that the need for
recovery and banki ng kept the systemalive; that there was no evi dence that
recovered hal ons were used at present for non-critical uses; that substitutes
were used where possible; that forcing HCFCs in wong applications woul d
result in frivolous or unnecessary uses w thout benefit or protection to life
or property; and that a linmtation in the use of recovered hal ons could
backfire if owners rel eased halons into the atnosphere because they
anticipated liability to destroy hal ons, which were needed for the hal on bank
Therefore, the Panel and its Hal ons Technical Options Conmrmittee was unable to
recomend acceptance of the proposals.

34. One of the sponsors of the proposals said that the sponsors were

di sappoi nted by the response received fromthe Technol ogy and Econonic
Assessnent Panel. The proposals were no nore than a reflection of current
practice in many countries. By enshrining that practice within the Mntrea
Protocol regine, the Parties could send out an inmportant signal that the wll
was there to start a process to stop the use of hal ons.

35. One representative expressed the view that the current neasures to phase
out hal ons were successful and that there was no need for additional ones.

Anot her representative cautioned agai nst the type of nicro-managenent that the
proposal s seened to represent: the policy-Ilevel approach should be through

specific controls on ozone-depl eti ng substances, rather than specific actions.
Yet anot her representative expressed concern at the expense of

deconmi ssioning along the lines proposed in paragraph 1 (b) (ii) of the draft
deci si on.

36. Subsequently, one representative, a sponsor of the original proposal
speaki ng on behal f of the nmenber States of a regional econonic integration
organi zation, introduced a revised draft decision. She also infornmed the
Group that the proposed anendnent to Article 2B of the Montreal Protoco
contained in the annex to UNEP/ OzL. Pro/ W 1/ 11/ 10 woul d have been withdrawn by
its sponsors if the original draft decision had been accepted.

37. One representative expressed concern that, if adopted, the draft decision
woul d send a counter-productive nessage to Parties and pointed to specific
items within the draft decision that appeared to conflict with specific
conclusions in the August 1995 TEAP report on the proposal. Another
representati ve expressed concern that the draft decision equated "essenti al
uses" and "critical applications", which could have uni ntended, harnfu

i mpacts on the work of the TEAP

38. Several representatives expressed support for the proposal, noting both
its voluntary basis and its inportant goal of encouraging Parties to nove away
fromthe use of hal ons wherever possible.

39. The Wirking Group decided to resune its consideration of the revised
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draft decision at a |ater stage.

D. Process agents

40. M. Kuijpers, Co-Chair of the Technol ogy and Economi c Assessnent Panel

i ntroduced the report on el aboration of options for process agent applications
of controlled substances. He stated that current global em ssion from process
agent applications are approxi mately 10,400 ODP-wei ghted tonnes, including
approxi mately 230 tonnes fromfacilities in Japan, Wstern Europe, and North
Anerica, 660 tonnes fromfacilities in countries with economies in transition
(CEITs); and 9,500 tonnes fromfacilities in Article 5 countries. That tota
represented approxinmately 2.7 per cent of total global emi ssions of controlled
substances. Under an unconstrai ned growt h scenari o, annual use was expected
to increase fromthe current 40,000 tonnes to between 70, 000-170, 000 tonnes

by 2005, mainly in Article 5 countries and CEI Ts. The Panel believed that

em ssions from process agent applications in North America, Western Europe and
Japan woul d be further reduced by 1998 and subsequently renmain constant or
decrease. The report put forward six options for consideration if Parties

wi shed to all ow sone continued production of controlled substances for these
applications. Inplications for Article 5 and non-Article 5 countries were
establ i shed for each option fromthe perspective of environnental and econonic
i mpact, technical feasibility and adm nistrative requirenents.

41. I n response to questions from several representatives, M. Kuijpers
clarified that table Il on page 9 of the report represented eventual enissions
of ODS fromtotal 1996 production and that the figures given for nethy

bromi de were likely to be too high. He also confirned that the table was an

i ndi cati ve one, designed to convey the relative orders of magnitude of CDS

em ssions from vari ous sources, including process agent applications.

42. A nunber of representatives expressed a variety of concerns regarding the
accuracy of the figures in table Il

43. The representative of New Zeal and said that her country had been
incorrectly listed in the report of the Panel as a sponsor of one of the draft
deci sions on process agents before the Wrking G oup

44, Wth regard to the draft decisions on continued uses of controlled

subst ances as chenical process agents after 1996, a nunber of representatives
expressed their support for one or other of the draft decisions already before
the Working Group. One of those representatives enphasi zed the |inkage

bet ween the question of chemical process agents and the need for a clear
definition of feedstock uses. Another representative said that there was a
need to agree on which chenical process agent applications qualified as
essential uses. Yet another representative said that, when speaking of "best
environnental practice" and "best avail abl e techni ques", the | anguage used
nmust reflect the fact that standards varied fromcountry to country.

45. One representative, speaking also on behalf of two other del egations,
i ntroduced a conference room paper containing an alternative draft on the
i ssue, by which the Seventh Meeting of the Parties would, inter alia, urge
Parties to continue their efforts to reduce emissions in keeping with decision
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IV/12 and consistent with nationally determ ned best avail abl e techniques,
woul d deci de that data should continue to be collected on the use of ODS as
process agents and woul d request the Technol ogy and Econoni ¢ Assessnent Pane
to conpile and nmake avail abl e information on existing technol ogies to reduce
em ssions. He further stated his delegation's view that a decision was al
that was required on the issue fromthe Seventh Meeting of the Parties.

E. Exports fromArticle 5 Parties and basi c donestic needs

46. The Co-Chairnman called the Meeting's attention to the proposed anendnents
rel evant to exports fromArticle 5 Parties and basic donestic needs and to the
rel evant draft decision, stating that it would be useful to consider them

t oget her.

47. One representative, speaking on behalf of the Goup of 77 and Chi na,
stated that the proposed amendnent by many OECD countries sought to limt the
supply of ODS to Article 5 countries by disallowi ng ODS supplies from

Article 5 countries and woul d have far-reachi ng adverse consequences. She
noted that the Protocol permitted non-Article 5 countries to produce up to

15 per cent of their 1986 | evel of production after their phase-out for
neeting the needs of the Article 5 countries, with a view to ensuring
continued availability of controlled substances during their grace- and phase-
out period, but that that did not inply exclusive supply rights to non-Article
countries. The Goup of 77 and China recogni zed that the availability of ODS
to all Article 5 countries during the grace and phase-out period should be
assured and available fromall existing sources and at fair prices.

Therefore, the Group of 77 and China could not agree to the anendrment proposed
by the OECD countries to Article 5 and concluded that it and the other

rel evant proposed anendnents woul d create an unnecessary inbal ance in the
spirit as well as the snmooth inplenentation of the Protocol and should be

wi t hdr awn.

48. Many representatives expressed opposition to the amendnment and the draft
deci si on proposed by Australia and other OECD countries citing, inter alia,
that the proposal would create an unacceptable, de facto nonopoly for

Article 2 suppliers of ODS, that trade in ODS between Article 5 Parties did
not, initself, violate the phase-out schedule or the definition of "basic
donestic needs" in the Protocol, that individual Parties were free to narket
ODS as they saw fit provided they adhered to the control schedul es established
in the Protocol, and that the only way for Article 5 countries to issue an
adequate supply of ODS at a fair cost was to mai ntain adequate production
capacity, which required the ability to export.

49. One of those representatives also noted that the definition of
consunption in the Protocol was both clear and equally valid for all Parties
and supported the call that all the proposed anendnents under this item be
wi thdrawn. She al so stressed that the continuity of exports of QDS by
Article 5 producer countries was necessary to allow an orderly transition to
ODS-free technol ogi es

50. A representative of the CECD countries operating under Article 2 of the
Protocol, speaking in relation to the proposed amendnent, stated that while
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there should be an adequate supply of ODS for devel opi ng countries during the
grace- and phase-out periods, there was a genuine concern that producers in
some devel opi ng countries were aggressively marketing their production in a
manner that was underm ning the phase-out efforts of other devel opi ng
countries. He noted that Article 2 of the Montreal Protocol reflected the
Parties' concern that there nust be adequate supplies of ODS to neet the basic
donesti ¢ needs of devel opi ng countries during their phase-out period,

i ncl udi ng the provision for devel oped countries to continue to produce ODS
beyond the Article 2 phase-out dates to neet those needs. In addition
Article 5 of the Protocol allowed devel oping countries to produce ODS to neet
their own needs. Yet it was clear to the sponsors of the proposal that the
Prot ocol never envisaged that devel opi ng country producers woul d be exporting
to other devel opi ng countries.

51. Continuing his statement, the same representative said that there was now
uncertainty regarding the ability of the renaining devel oped country producers
to neet the basic donmestic needs of devel oping countries. |In addition, the
producers in devel oping countries were using their capacity to supply not only
their own needs but al so those of other devel oping countries. The proposed
amendnent recogni zed and accommodat ed t hese changed circunstances and ensured
the maintenance of a multiplicity of sources of supply to ensure that
nonopol i es were not created in the market. Cearly any provision allow ng
devel opi ng countries to expand their production should enable a reduction in
the I evel of conpensation provided by the Multilateral Fund when those
facilities were eventually closed. That was reflected in the second part of

t he proposal

52. Finally, he said that the proposed anendnment was not an attenpt to corner
the market for ODS producers from devel oped countries. The industry of his
country did not have a vested interest in the outcone because it would not be
producing ODS at all.

53. In responding to the CECD statenment, one representative, who was also the
proposer of the other anendnent to Article 5, observed that the issue of basic
donesti ¢ needs had been conclusively settled by decision 1/12 C, based on the
provisions of Article 1, paragraph 6, and Article 4, paragraph 2, of the
Protocol, which should be read as a harnoni ous whole. He further said that
t he phase-out schedul e of a country was controlled by the Governnent of that
country, based on its country strategy, and in accordance with the provisions
of the Protocol. To suggest that exports fromany other Party, whether
Article 5 or non-Article 5, could influence phase-out strategy, inplied that
it would be appropriate to create shortages of ODS on the world market in
order to accel erate phase-out, notw thstanding the chaos and di sl ocation that
woul d cause by throwi ng the planned and gradual phase-out programes of
Article 5 countries conpletely out of gear. He reiterated that the production
of ODS by Article 5 countries would not, in any case, increase limtlessly.
Article 5 country producers were conmritted to a cap on production by the year
2000 at the average of 1995-1997 |levels, and they woul d adhere to that
production cap schedule. There was no limt or restriction to export by
Article 5 countries in the Protocol, only consunption and production controls.
On the issue of "cornering the market" and "nonopolies", the sane



UNEP/ QzL. Pro/ W& 1/ 12/ 4
Page 14

representative held that the adoption of the OECD anendnent would itself |ead
to nonopolies, since if the right of Article 5 countries to export was
restricted, it would ensure that their production facilities would fold up
within a year or two, and that situation would result in a nonopoly, unlike
the present situation in which there was a wi de spectrum of supplies. The
representative held that if any Party, whether Article 5 or non-Article 5, was
infringing the provisions of the Protocol, then a mechani smexisted for taking
action against that Party; anmending the Protocol to re-define "basic donestic
needs", or to limt the right to export Article 5 countries was not the right
way.

54, Several representatives supported the amendnent proposed by Australia and
others, noting that its intent was not truly to linmt conpetition but actually
to ensure adequate supply without threatening the goals of the Protocol

Indeed, it was the other proposed amendnent to Article 5 that would limt the
market. One representative noted further that under the Protocol, Parties
operating under paragraph 1 of Article 5 could increase their production of
ODS during the grace-period to neet their own basic donestic needs. Foll ow ng
the grace-period, Article 5 Parties, |like Parties not enjoying the
grace-period, could increase production by 15 per cent above the control

requi renents to neet the basic donestic needs of other Article 5 Parties.

55. Subsequently, many representatives reiterated their support for the draft
anmendnment to Article 5, noting that their intention was to address critica
concerns they believed were shared by Parties operating under both Article 2
and Article 5 and not to favour any one set of ODS producers. However, they
were prepared to discuss and negoti ate the substance of the anmendment further

56. Many representatives of Article 5 Parties expressed opposition to that
anendnent, proposing that both it and a rel ated anendnment be withdrawn.

57. Nearly all those representatives noted that the two anendnents and the
di scussion under that item had provided opportunities for changing and
clarifying inportant viewpoints. My cited the common ground anong

del egati ons concerning the need to ensure adequate supply of CDS to Article 5
countries at fair and stable prices while also protecting the ozone |ayer.
Many expressed a willingness and intention to continue discussing the issues
rai sed by the proposed anmendnents in preparation for the Seventh Meeting of
the Parties. Several sponsors of the proposed anendment to Article 5, noted
their willingness to explore alternatives to the proposed text which would
address the common interests of the Parties.

58. The representative fromlndia welconmed the possibility of a dial ogue, but
said that, to be a neaningful exercise to identify conmon problens and deci de
how to solve them that dial ogue would have to be uncluttered with the
amendnent proposals on the table. That was the essence of the statenment by
the Group of 77 and China. He observed that it was conmon know edge that the
I ndi an proposal was intended to counter the attenpt to nodify the settled
definition of "basic donestic needs", and to bring into sharp focus the rea

i ssues at stake. He felt that his country's proposal would have served its
pur pose of pointing out that re-defining "basic donestic needs" was not what
was needed; rather, it was necessary to tackle the problenms of dunping,
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illegal traffic, adequacy of supply to Article 5 countries, quality, fair
prices and trade with non-Parties. In view of the foregoing, he suggested
that his del egation was perfectly willing to withdraw its anmendnent proposal -
but that the OECD proposal too would have to be withdrawn if the neani ngful

di al ogue suggested by the Chair and enthusiastically supported by al

del egations, including his own, across all interest groups, was to take place.

59. Many representatives of Article 5 countries welconed the possibility of
addi tional informal discussions, which would al so touch upon their critica
concerns about, inter alia, dunping, trade with non-parties, the needs of net-
i mporting countries, a nonitoring systemto regulate prohibited trade, and the
pricing, quality and adequate supply of ODS during the grace- and phase- out
peri ods. However they viewed the proposed anendnents as stunbling bl ocks
whose wi thdrawal would facilitate productive di scussions and enphasi zed their
firmopposition to any di scussion of redefining "basic donestic needs", as
contained in the Protocol. One stated that the continuing devel opnent of the
Montreal Protocol was at a crossroads which threatened its past achi evenents.

60. Sone representatives suggested that the Ozone Secretariat should di scuss
t he proposed anendnments and the nain points brought out in the discussion of
the Wrking Goup with the secretariat of the Wrld Trade O gani zati on and
report back to the Seventh Meeting of the Parties. Qher representatives
opposed that suggestion

61. The representative of the Goup of 77 and Chi na made a statenent
reiterating that the unity of those countries was solid. She nade specific
reference to the question of principle, nanely, that any attenpt to try to
redefi ne basic donmestic needs would not be possible. She reiterated the

previ ous statenent nmade by the Group and, in particular, its view expressed
therein that the proposed anendnents to Article 1, paragraph 5, would create
an unnecessary inbalance in the spirit as well as the snooth inplenmentation of
t he Protocol

I'V. CONSI DERATI ON OF OTHER DRAFT DECI SI ONS UNDER AGENDA | TEM 5

A.  Review of the Financial Mechanism including the report
of the subgroup on exam nation of the study of the
Fi nanci al Mechani sm establ i shed by Article 10
of the Protocol

62. The representative of France, convenor of the subgroup exam ning the
study of the Financial Mechanismof the Montreal Protocol, introduced the
subgroup's report and outlined the group's deliberations and recomendati ons.

63. Many representatives expressed support for the report, sone of them
enphasi zi ng the great inportance they attached to what they saw as the

i nadequate size of the Miultilateral Fund to support ODS control in devel opi ng
countries and the failure by sonme Parties to neet their comitnent to the
Fund.

64. The Wirking Group decided to endorse the report of the subgroup and the
reconmendati ons contained therein and to transmit it to the Seventh Meeting of
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the Parties. The subgroup's report as endorsed is annexed to the present
report.

B. Essential -use nom nations for controll ed substances
for 1996 and beyond

65. M. Kuijpers, Co-Chair of the Technol ogy and Economni c Assessnent Panel

i ntroduced the Panel's report, drawing particular attention to essential -use
nom nati ons by the Russian Federation and Pol and. The Russi an nonination for
hal ons had been recomended by the Panel but the Wirking G oup had, at its

el eventh neeting, decided to carry it forward in square brackets to the

twel fth nmeeting because of the doubts expressed concerning the status of the
Russi an Federation's conpliance with the control measures on ozone-depleting
substances. The Panel had been unable to recommend the Polish nom nation for
CFC-12, to be used in servicing donestic refrigeration equipnment, since the
reasons for that nomination were financial ones and did not constitute one of
the criteria contained in decision IV/25.

66. The representative of Poland stated that his country was in conpliance
with the Montreal Protocol and appealed to the Wrking Goup to approve his
country's nomination for 1996, recapitulating the argunents that his

del egation had subnitted to the el eventh neeting and pointing out that the
lack of CFC- 12 would force refrigerator owners to buy new equi pnent. |In view
of the high cost involved, nany of them would be unable to do so and the
result would be social deprivation and tensions. He gave an account of the
steps being taken by his Government which, with the necessary financing from
the @ obal Environment Facility (GEF), would ensure that the demand for CFC- 12
woul d be greatly reduced or conpletely elimnated within a few years.

67. The Wbrking Group then approved the recomendati on of the Technol ogy and
Econoni ¢ Assessnent Panel concerning the nomnation by the Russian Federation
but decided not to renmove the square brackets around the quantities for that
country until the issues before the Inplenentation Comittee had been
resolved. It did not reconmend the Polish nomination

68. One representative commented that it appeared strange that a nedical use
by a country should not be regarded as essential when the Panel had
recommended rocket and space-shuttle applications as essential uses but said
that he did not press the point.

69. There was general agreement in the Working G oup on an anended text of
the draft decision on essential-use noni nations.

70. The representative of a regional econonic integration organization said,
in connection with the footnote to the nom nations list, there was genera
agreenment that the reference to the quantities of ODS recommended for years
wel | in advance did not apply to aerosols for netered-dose inhalers (Ms),
whi ch woul d be approved for not nore than two years at a tine.

C. Laboratory and anal ytical uses

71. One representative, while expressing his agreenent with the spirit of the
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draft decision on | aboratory and anal ytical uses, introduced a nunber of
anendnents. He al so proposed an addition, by which the Seventh Meeting of the
Parties woul d authorize the Executive Conmittee to provide funding to Article
5 Parties for the activities referred to in the draft.

72. Al representatives conmenting on the draft decision and the anendnents
expressed broad support for it, subject to certain textual nodifications.

73. The Co-Chairperson then proposed that the text could be redrafted by
Canada in consultation with others.

D. Status of recycled CFCs and hal ons under the Basel Convention
on the Control of Transboundary Movenents of Hazardous WAstes
their Di sposal

74. The Secretariat drew attention to the revised draft decision drafted by
the Secretariat on the status of recycled CFCs and hal ons under the Basel
Convention on the Control of Transboundary Myvenents of Hazardous Wastes and
their Di sposal .

75. Ceneral support was expressed for the draft decision.

E. Dunping of substances in Annexes A and B and of products
cont ai ni ng such subst ances

76. The Secretariat drew attention to the followup action taken on the
Worki ng Group's deci sion on the proposal on the dunping of obsolete
technol ogi es subnitted to it at its el eventh neeting.

77. At the invitation of the Co-Chairnan, the representative of the Wrld
Trade Organi zation (WO said that, after the Secretariat had sought its
conments on the proposal, her organization had referred the matter to the WO
Conmittee on Trade and Environnent, as the WO secretariat had no authority to
interpret the provisions of WO or its Agreenents. The matter was still
before the Committee.

78. Sone representatives suggested that the Secretariat should circulate the
statenent of the representative of the WO secretariat, together with the
attached questions, to all Parties to seek their views.

79. The representative of Mauritius, the sponsor of the original proposal,
said that he could not understand the delay in arriving at a ruling on the
matter. The original request was clear, dunping was occurring, and all that
was required was a response from WO as to whether or not the draft deci sion,
as currently worded, was in conformity with the rules governing international
trade.

80. He subsequently revised the draft decision, replacing the acronym CDS by

the words "substances listed in Annexes A and B of the Protocol"”. The Wrking
Group decided that the title given to the draft decision needed nodification
and the words "illegal traffic and uncontrolled production” be del eted

t heref rom
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81. Many representatives expressed their support for the draft decision while
some others stated that, while in favour of the objective of the draft

deci sion, they had doubts concerning the legal inplications in trade | aw of
the word "dunping". One representative reserved his del egation's position on
the proposal in order to give further consideration to its broader trade

i mplications.

82. The Wirking G oup then decided to place the word "dunping"” in square
brackets, note the reservations of various speakers and resune its
consi deration of the draft decision at a |ater stage.

F. 1llegal inports of controlled substances, including the
observations of the Secretariat on the trade in
used/ recycl ed substances

83. The Secretariat introduced its report on trade in used ozone-depleting
subst ances, which had been prepared in accordance with decision VI/19 of the
Si xth Meeting of the Parties.

84. The Working Group took note of the report of the Secretariat.

85. The Wirking Group then took up the draft decision on the subject. Sone
representatives drew attention to the action taken in their countries to stop
illegal traffic in CFCs. Many representatives requested a clarification of the
ternms "dunpi ng", because of its restrictive interpretation, "illegal traffic",
since it was not clear whether it covered the trade between Parties and non-
Parties, and "uncontrol |l ed production", since the text could underm ne the

ef fecti veness of the Protocol. Sone thought that the draft decision was
simlar to the one on dunping of Annex A and Annex B substances (see paras.
76-82 above) and the two might be nerged. One representative pointed out that
the draft decisions referred to different issues.

86. One representative drew attention to the fact that dunping could exist in
terns of either price or quality and sonme representatives underlined the
extrenmely subjective nature of the draft decision since its inplenmentation
woul d depend on the Secretariat's interpretation of what could underm ne the
ef fecti veness of the Protocol

87. The Co-Chai rnman suggested that the draft decision should be carried
forward with the reservati ons expressed, and that the proposer and ot her
Parties interested should attenpt to arrive at a consensus.

G Reorgani zation of the Technol ogy and Econoni ¢ Assessnent
Panel and its Technical Options Conmittees

88. The Secretariat introduced a draft decision on the reorganization of the
Technol ogy and Economni ¢ Assessnent Panel and its Technical Options Conmittee.

89. One representative said that the draft had inplications that still needed
to be discussed and his delegation would like to return to it at a later
st age.
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V. CONSI DERATI ON OF THE REPORT OF THE TECHNOLOGY AND ECONOM C
ASSESSMENT PANEL ON THE BASI C PROBLEMS CONFRONTI NG
COUNTRI ES W TH ECONOM ES I N TRANSI TION I N
COVPLYI NG W TH THE MONTREAL PROTOCCL

90. M. Kuijpers, Co-Chair of the Ad Hoc Wrking G oup of Technol ogy and
Econoni ¢ Assessnent Panel set up to investigate the specific aspects of
countries with econonies in transition (CElTs), presented the Goup's report.
He stressed the massive geopolitical and econom ¢ changes that had taken
place in the forner Soviet Union and Central and Eastern Europe in recent
years and estimated that non-conpliance was inevitable over the next three to
five years. Data had been collected by the Ad Hoc Goup on the basis of a
guestionnaire sent out to 24 countries, 14 of which had replied. Country
visits had not been possible because of organi zational difficulties. The
concl usi ons reached by the Ad Hoc Wrking Group were that nost Central
European States were likely to have short periods of non-conpliance;
producti on of ODS occurred al nost entirely in the Russian Federation; there
was an inevitable interdependence in termof inports and exports between the
ClS and the Baltic States, with the resulting non-conpliance in alnost all of
them and that assessnent of the status of non-Party countries was likely to
be difficult. Further evaluations were to be carried out by the
Ad Hoc Working Group in the nonths ahead and a final report would be prepared
before the Seventh Meeting of the Parties.

91. The President of the Inplenmentation Comrittee said that the Conmittee had
di scussed the statenment nmade by the Russian Federation to the Wrking G oup at
its eleventh neeting on behalf of itself and four other States and its
subsequent letter to UNEP, on its own behal f, requesting extension of time for
i mpl ement ati on of control measures in accordance with paragraph 4 of the non-
conpliance procedure. The Russian Federation was considered a special case,
since it was a producer of controlled substances and was the only one of the
five countries not to have reported data. Discussion relating to the other
four countries by the Conmittee was left to a | ater stage.

92. He pointed out that the Russian Federation had not reported its data and
thus failed to conply with Article 7 on the reporting of data. Sone

expl anati ons had been forthconming fromthe Russian Federation, but it was the
Conmittee's view that the conplete data shoul d have been subnmitted. The

i nfornmati on received was of a prelimnary nature and could not serve as a
basis for recommendations. |In particular, information on production and
consunption and a schedul e for phasing out was required before the Seventh
Meeting of the Parties to be held in Novenber. Reconmendations of the
Conmittee to the Seventh Meeting could include a restriction on trade in
control | ed substances. A sunmary of the Conmittee's reconmmendati ons woul d be
sent to the authorities of the Russian Federation

93. Many representatives supported the position of the Inplenentation
Conmittee in considering the information submtted by the Russian Federation
to be inadequate and called for the additional specific data required under
Article 7, paragraph 2, of the Protocol and a specific and conprehensive plan
showi ng how the Russi an Federation intended to bring about full conpliance
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with its obligations under the Protocol. Special nention was nmade of the
Russi an Federation's failure to pay its contributions and its exports of CFCs
to non-party countries.

94. The representative of the Russian Federation drew attention to his
country's econonic and social problenms and its need for financial assistance
in order to neet the high cost of conpliance with the requirenments of the
Montreal Protocol. He pointed to the reductions in 1993 of 40 per cent of
1990 |l evels of CFCs as evidence of his country's comitnent to the

requi renents of the Montreal Protocol. The collection of data had been time-
consum ng and the report would probably be ready by Novenber 1995. He
stressed that a four-year grace period was necessary for his country.

95. Several countries with econonies in transition circul ated a statenent
containing a draft decision that would pernmt themto extend until 2000 the
time-limt for inplementing the obligations in respect of consunption of CFCs
for consideration by the Seventh Meeting of the Parties.

VI. ACTI ON TAKEN BY THE OPEN- ENDED WORKI NG GROUP

Instructions to the Technol ogy and Econoni ¢ Assessnent Pane

96. One representative, speaking in his capacity as co-convener of a smal
consul tation group established to examine the issues raised in the course of
the neeting and al so speaki ng on behal f of the second co-convener, reported
that the group had agreed on the follow ng:

(a) Studies of econonic inplications:

(i) Wth regard to the proposals for controls on nethyl broni de and
HCFCs, the group recalled decision |V/23 of the Fourth Meeting of
the Parties, and agreed that the financial and econonic studies
foreshadowed in that decision in relation to nethyl brom de and
simlar studies in relation to HCFCs were an essential input to
the Parties' deliberations at their Seventh Meeting. Accordingly,
the group agreed that to recomend to the Open-ended Wbrki ng G oup
that the Technol ogy and Econom ¢ Assessnent Panel shoul d be asked
to undertake the studies and provide a report in time
(1 Novenber 1995) for consideration by the Seventh Meeting of the
Parti es;

(ii) Wth regard to the proposals for the phase-out schedules for
al ready control |l ed substances, the group recogni zed t hat
consi derabl e work had al ready been undertaken by the Revi ew under
Article 5, paragraph 8, but considered that some work was required
to present the economic inplications of the scenarios renaining
under consideration. Accordingly, the group agreed to recomend
to the Open-ended Wrking Goup that the Technol ogy and Econonic
Assessment Panel be asked to undertake this study, taking into
account the work already done by the Review under Article 5,
paragraph 8, and provide a report in tine (1 Novenber 1995) for
consi deration by the Seventh Meeting of the Parties;
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(b) Financial planning in the Miultilateral Fund. The group agreed that
t he Open-ended Wrking Group shoul d request the Executive Committee to provide
the Seventh Meeting of the Parties with a report that included:

(i) An outline and framework for a three-year rolling business plan
for the Fund for approval by the Parties;

(ii) An indicative projection of demand for resources, based on
scenari os under consideration for Annex A and Annex B substances,
including the currently agreed control neasures, over the ful
term of the scenarios;

(iii) A detailed plan including projected cash flow for 1996.

The group al so agreed the Open-ended Wirking G oup shoul d request the
Executive Comrittee to provide to the Eighth Meeting of the Parties a ful
three-year rolling plan based on the outline and framework approved by the
Parties at their Seventh Meeting.

(c) Technology transfer. The group noted that the Open-ended Worki ng
Group had adopted the report of the subgroup on the review of the Financial
Mechanism in particular its recomendation 21, relating to technol ogy
transfer. The group agreed that the Open-ended Worki ng Group shoul d request
the Executive Conmittee to provide an interimprogress report to the Seventh
Meeting of the Parties and a final report to the Parties at their Eighth
Meet i ng.

97. The co-convenor of the group noted further that, on the basis of this
work, the informal friends-of-the-chair group had established terns of
reference for the Technol ogy and Econom ¢ Assessnent Panel to conduct its
wor K.

98. ne representative, speaking on behalf of the Goup of 77 and China,
supported those agreenents and noted that the work of the small group
reconfirmed the comon interest of all Parties in protecting the ozone |ayer.
Anot her representative recalled that, at its eleventh neeting, the Open-ended
Wirki ng Goup had decided that the Technol ogy and Econoni ¢ Assessnent Pane
shoul d study the full econonmic inplications of trade in Annex A and Annex B
substances during the grace- and phase-out peri ods.

99. Based on the foregoing, the Wrking Goup requested the Technol ogy and
Econoni ¢ Assessnent Panel to assess the following, as well as the econonic
implications of trade in Annex A and Annex B substances during the grace- and
phase-out periods, and subnit its conbined report, through the Secretariat, by
5 Novenber 1995 at the latest, to the Seventh Meeting of the Parties. Parties
under st ood that Technol ogy and Econom ¢ Assessnent Panel Co-Chairs woul d
conduct a stream ined work schedule in order to conplete their report within
two nont hs:

(a) Economic and financial inplications of sonme illustrative control
scenarios on nmethyl brom de production and consunption for Article 5
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countries:

(i) A freeze by 1998 of production and consunption of rmethyl
brom de at a base-year |evel calculated as an average of 1993-1995
with an exenption for quarantine and pre-shi pnment uses;

(i) A 25 per cent reduction by 2005 and a phase-out by 2011 of
producti on and consunption of methyl bromi de at a base-year |evel
cal cul ated as an average of 1993-1995 with an exenption for
guarantine and pre-shi pnent uses, separately cal culating the
i mplications of each control step; and

(iii) A phase-out by 2001 of production and consunption of nethyl
bromi de with an exenption for quarantine and pre-shi pnment uses.

(b) Economic and financial inplications of some illustrative control
scenari os on HCFC consunption for Article 5 countries:

(i) A freeze by 2000 in consunption of HCFCs at 1999 base-year
| evel s, the Copenhagen schedule for non-Article 5 Parties plus
10 years; and

(i) A freeze by 2011 in consunption of HCFCs at 2010 base-year
| evel s and phase-out by 2040, separately calculating the
i mplications of each control step

(c) Econonic inplications of the scenarios renai ni ng under consi deration
for already controlled CFCs, halons, carbon tetrachloride, and 1,1, 1-
trichloroethane for Article 5 countri es.

100. The report on each of the above scenarios should consider a range of
financial and econoni ¢ consequences (using realistic assunptions) including:
enpl oynent; enterprise vitality (including small- and nedi um sized enterprises
(SMEs)); foreign exchange earni ngs; narket share, technol ogi cal dependence,
and conpetitiveness; inpact on national industrial strategies; and total and
net costs. The report should specifically take into account the special
circunstances of Article 5 countries concerning such topics as the inportance
of food storage and uni queness of agricultural production practices; the
requi renents for infrastructure, institutional capacity, and training;

rel ative national social-economc and environnmental priorities; and the

i mplications of the final transition to non-0ODS technol ogy, including energy
efficiency.

101. In conpiling the report, the Technol ogy and Econoni ¢ Assessnent Pane
woul d ensure that the work conforned with instructions from decision |V/ 23
paragraph 1 (c), and would take into consideration the work already undertaken
under paragraph 8 of Article 5.

Next neeting of the Open-ended Worki ng G oup

102. The Working G oup decided to neet in Vienna on the days that had been set
aside for the Preparatory Meeting for the Seventh Meeting of the Parties. At
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that nmeeting, it would consider the outstanding issues before the current
neeting, as well as the itens on the agenda of the Preparatory Meeting.

Action on draft decisions

103. The Working Group decided that the Secretariat nmay place the draft
decisions on all the issues currently before it for further consideration at
its next meeting.

VI1. ADCPTION OF THE REPORT

104. The present report was adopted on Friday, 1 Septenber 1995, on the basis
of the draft report contained in document UNEP/ QzL.Pro/ WG 1/12/L.1 and Add. 1.

105. During the adoption of the draft report, the representative of the
Russi an Federation expressed his delegation's objections to the contents of
par agraphs 57 and 59 of docunent UNEP/ OzL.Pro/Ws 1/12/L.1 (paragraphs 0 and 0O
of the present report).

VITl. CLOSURE OF THE MEETI NG

106. After the customary exchange of courtesies, the Co-Chairman declared the
neeting closed at 6 p.m on Friday, 1 Septenber 1995.
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Annex

REPORT ON THE STUDY ON THE REVI EW CF
THE FI NANCI AL MECHANI SM

1. At its eleventh neeting, the Open-ended Wrking Group established a
subgroup to identify the priority issues in the Study on the Fi nanci al
Mechani sm of the Montreal Protocol and requested the subgroup to consider the
following topics and report thereon to the Working Group at its twelfth
neeting:

(a) Al observations/coments by Parties subnmitted to the Qzone
Secretariat by 10 June 1995, which should be circulated to the nmenbers of the
subgroup; and

(b) The Executive Conmittee's response to the report.

2. The following countries participated in the discussions of the review
subgroup: Brazil, Canada, Col onbia, Dennark, France, India, Japan, Kenya,

Mal aysia, Mauritius, Norway and the United Kingdom The neeting exam ned the
report of the Executive Conmittee to the twelfth neeting of the Open-ended
Worki ng Goup (UNEP/ OzL. Pro/ W5 1/ 12/ 3) which responded to the recommendati ons
of the study on the Financial Mechanismof the Montreal Protocol. The
response of the Review Subgroup is contained in this docunment which reflects
t he Subgroup's discussions and 21 recommendations are put forward to the
Working Group. Qut of the proposals put forward by the Executive Conmittee
(see docurment UNEP/ QzL. Pro/ WG 1/12/3), 19 recomendati ons have been devel oped
by the subgroup, and three have been dropped. In addition to those 19
recomendat i ons, the subgroup has drafted two nore reconmendati ons.

3. In addition, when discussing the operation of the Financial Mechanism

t he Subgroup took the view that the provision of resources to assist Article 5
countries to achieve their objectives under the Mntreal Protocol was an

i mportant consideration for the successful operation of the Financial
Mechani sm The Parties may wish to consider this issue in their preparations
for their Seventh Meeting.

4, In addressing its terns of reference, the nenbers of the Subgroup
considered that item2 (b) (iii) "lnnovative nobilization of existing and
addi ti onal resources in support of Protocol objectives" had not been
adequately addressed. The Parties may, therefore, wi sh to request the
Executive Conmittee to consider this issue and any further action by the end
of 1996 and to report to the Eighth Meeting of the Parties.

5. The Revi ew Subgroup reconmends to the Open-ended Wrking Goup as
fol |l ows:

Reconmendation 1

Wth regard to paragraphs 90, 91 and 101 of the study, the Open-ended
Wor ki ng Group reconmmends:



(a)

(b)

(c)

(d)
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Conpl etion of the devel opnent by the Executive Conmittee of (i) a
systemati c approach to policy devel opnent, (ii) nonitoring and

eval uation guidelines, bearing in mnd that operationa
responsibility remains with Governnments, financial internediaries or
the inplenenting agencies, (iii) project tenplates for all sectors,
with a view to having a project evaluation systemin place by the
end of 1995;

That the Executive Conmittee examine the integration of Agencies’
and Secretariat’s project review activities no later than six nonths
after it has concluded that the preconditions for increased

del egation set out in the recommendations in paragraphs 90 and 91
have been net;

Further del egation in due course, with a view to achieving
appropriate del egati on on over tineg;

Eval uation of the Small Project Approval Process (SPAP) on
conpl etion of the current project group

Reconmendati on 2

Wth regard to paragraph 92 of the study, the Open-ended Wrking G oup
recomends:

(a)

(b)

(c)

(d)

That the Executive Comittee devel op and take decisions on policy

i ssues already identified, so that a satisfactory nunber of such

i ssues have been clearly addressed by late 1996. New policy issues
are likely to continue to energe, but would be dealt with nore
expeditiously with refined admi nistrative processes;

That a list of foreseeable policy issues be drafted with the hel p of
the | npl enenting Agencies and the Fund Secretariat over the next two
neeti ngs;

That the Secretariat and designated consortia of |nplenenting
Agenci es produce consensus options for consideration by the
Executive Conmittee;

That deci sions proposed for the consideration of the Executive
Conmittee should clearly indicate the inplications for project
proposals if the decisions were to be adopted.

Reconmendation 3

Wth regard to paragraph 93 of the study, the Qpen-ended Wrking G oup
recomends:
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That Conmittee nmenbers should normally refrain from speaki ng on projects
in which they have a direct interest. However, this should not apply to
proj ects which present policy issues, on which the Chair may invite al
nmenbers to speak, in order to expedite consideration of such projects.

It should be evident fromrecords of Meetings of the Executive Comittee
that all projects are given equal treatnent by the Conmittee.

Reconmendation 4

Wth regard to paragraphs 94, 95 and 109 of the study, the Open-ended
Wir ki ng Group reconmmends:

That the Executive Conmittee should oversee the conpletion by the

i mpl ementi ng agencies and the Secretariat, jointly, by the end of 1995 of
a conprehensive, integrated database conmon to all agencies and the
Secretariat, in conjunction with the conpletion of standard project
outlines (tenplates), with a view to achi eving a decrease in the nunber
of projects undergoing substantial revision or reduction in proposed
project costs due to the project review process and revi ew t he dat abase
in md-1996.

Reconmendation 5

Wth regard to paragraphs 108 and 581 of the study, the Open-ended
Wirki ng Goup recomends that the Executive Conmittee:

(a) Examine the effectiveness of its policy dissen nation procedures in
early 1996. The procedures should include the provision of practica
exanpl es of the application of policy decisions, with a viewto
reduci ng the extent of project revision during the review process,
and al so exami ne the degree to which national ozone protection units
and consultants consider they have sufficient information to guide
proj ect devel opnent;

(b) Devel op operational guidelines for agencies and their consultants;

(c) Consider a report on increnental costs for the production of CFC
substitutes at its Eighteenth Meeting and establish firm
conpensation policies with a viewto conpleting increnmental cost
gui del ines for the production of CFC-substitutes by mi d-1996.

Reconmendation 6

Wth regard to paragraphs 117, 119 and 120 of the study, the Open-ended
Wir ki ng Group reconmmends:
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That, at its Ei ghteenth Meeting, the Executive Conmittee evaluate the
regi me adopted for 1995, taking into account the study's reconmrendati ons,
i ncl udi ng the recommendation that: "Cost-effectiveness norns should be
prepared based on nodel projects of different capacities under standard
conditions. Thereafter, projects should be assessed on their own
nerits."” MNonetheless, all eligible projects shall continue to be funded
overtine irrespective of their relative cost-effectiveness. |In case of
del ayed fundi ng, however, |unp-sum paynents coul d be consi dered.

Reconmendation 7

Wth regard to paragraphs 110, 112 and 777 of the study, the Open-ended
Wor ki ng Group reconmmends:

(a) That relevant |nplenmenting Agencies review institutiona
strengt heni ng experi ences and present a conbi ned paper to the
Executive Committee at its Eighteenth Meeting, which will include
gui del i nes on the possible proportionate conmtnent of Article 5
countries in such areas as financial, organizational and human
resource support, with a view to enhancing the effectiveness of ODS
phase-out strategies;

(b) Institutional strengthening could include, at the request of
Article 5 countries, assistance to neet their country programe
goals relative to |l aws and regul ati ons.

Reconmendation 8

Wth regard to paragraph 114 of the study, the Open-ended Worki ng G oup
recomends:

That the Executive Committee select a | ead Agency to prepare the
framework for a policy dialogue with Article 5 countries by the end of
1996, with a view to enhancing regulatory support to ODS phase-out in
Article 5 countri es.

Reconmendation 9

Wth regard to paragraphs 111, 112, 113 and 121 of the study, the Qpen-
ended Wirking G oup recommends:

That the Executive Conmittee request a |lead |nplenenting Agency, with the
ot her Agencies and the Secretariat, to further devel op, as appropriate,
the guidelines for country programes, taking into account these
reconmendati ons, for presentation at the Eighteenth Meeting with a view
to the adoption by the Executive Conmittee of revised guidelines. The
Executive Comrittee will consider these guidelines in the light of its
experience to date taking into account as appropriate the sectora
approach to technol ogy transfer. However, approval of eligible projects
shoul d not be nmade contingent upon revision of country progranmes. Any
revi sion of the country programme woul d be at the request of the Party
concer ned.
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Reconmendati on 10

Wth regard to paragraph 116 of the study, the Open-ended Working G oup
recomends:

That the study by the Wrld Bank on the establishnment of a concessiona

| oan nechani sm requested by the Executive Committee at its Sixteenth
Meeting, be conpleted as soon as possible, and anal ysed and di scussed by
the Executive Committee at its N neteenth Meeting and that a deci sion on
suitable future steps be taken by the Executive Committee by its
Twentieth Meeting or by the Meeting of the Parties in 1996, as
appropriate, with a viewto starting the use of concessional |oans by the
end of 1996, to the extent that the need and demand exi st.

Recommendation 11

Wth regard to paragraph 764 of the study, the Open-ended Worki ng G oup
recomends:

That the Executive Conmittee examine the issue of industrial
consol i dation, taking into account national industrial strategies of
Article 5 countries, with a view to achieving nore effective approaches
to ODS phase- out

Recomendati on 12

Wth regard to paragraphs 122 and 782 of the study, the Open-ended
Wor ki ng Group reconmmends:

Noti ng that the Executive Conmittee approved funding for Latin American
and African Networks, that the Executive Conmittee review the existing
simlar networks and establish new networks, as appropriate.

Reconmendation 13

Wth regard to paragraphs 102 and 660 of the study, the Open-ended
Wor ki ng Group reconmmends:

That the Inplenenting Agencies report to the Executive Conmittee at its
Ei ghteenth Meeting on nmeasures to include ODS phase-out issues into their
ongoi ng di al ogue on devel opnent progranm ng and on neasures they could to
take to nobilize non-Fund resources in support of Mntreal Protoco
objectives, with a view to achieving an increase in the nunber of ozone-
protection projects.
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Recomendati on 14

Wth regard to paragraph 96 of the study, the Qpen-ended Wrking G oup
recomends:

That the Executive Conmittee consider the need for new | npl enenting
Agencies for loan progranmes in the |light of emerging sectoral strategy
policies and for nmethyl bromide after the Seventh Meeting of the Parties.

Reconmendati on 15

Wth regard to paragraphs 97, 98 and 100 of the study, the Open-ended
Wir ki ng Group reconmmends:

That the Executive Committee urge the Article 5 countries concerned to
sel ect | nplenmenting Agenci es and node of inplenentation keeping in mnd
the need to inplenent projects wthout delay.

Reconmendati on 16

Wth regard to paragraphs 98 and 99 of the study, the Open-ended Wrking
G oup reconmends:

That the Wirld Bank should report on the training and incentive structure
and that, at its N neteenth Meeting, the Executive Conmittee should
consider this report and the relationship of the costs of training to
total overhead costs, in order to ensure that the Executive Conmittee is
fully informed about the role, resourcing and effectiveness of Financial

I nt er medi ari es.

Recommendati on 17

Wth regard to paragraph 115 of the study, the Open-ended Worki ng G oup
recomends:

That the Executive Conmittee request each Inplenmenting Agency to report,
as and when the issue arises, on legal and institutional inpedinments to
proj ect inplenmentation and neasures taken to address them as soon as
possi bl e.

Reconmendation 18

Wth regard to paragraph 103 of the study, the Open-ended Working G oup
recomends that the Executive Committee shoul d:

(a) Call upon the Wrld Bank and all other institutions associated wth
t he Financial Mechanismto propose neasures to assist UNEP in
collecting contributions in arrears;

(b) Urge the Wrld Bank to review with UNEP the processes for acceptance
of prom ssory notes.
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Reconmendation 19

Wth regard to paragraph 104 of the study, the Open-ended Working G oup
recomends:

That the Executive Committee nonitor the extent to which the avail able
bil ateral conponent is utilized.

Reconmendati on 20

Wth regard to paragraphs 540, 541, 542 and 567 of the study, the Qpen-
ended Worki ng Group recomends:

That the Executive Committee pay attention to training directly rel ated

to investnent projects and consider training of technical experts from

Article 5 countries, especially when addressing the needs of small-CDS

users. Were the Fund supports eligible projects of research to adapt

technol ogy to local circunstances, it should encourage the invol venent of

Article 5 country technical experts in the discussions of technica

options, and the effective involvenent of |ocal experts in field

m ssi ons.

Recommendati on 21

Wth regard to paragraphs 551, 556, 557 and 558 of the study, the Qpen-
ended Working Goup recommends that the Executive Conmittee be requested:

(a) To prepare an itemi zed progress report on neasures taken so far, in
the context of Article 10 of the Protocol, to establish a nechanism
specifically for the transfer of technology and the technical know
how at fair and nost favourabl e conditions necessary to phase-out
ODS; and at the sane tinme

(b) To request UNEP to intensify its efforts to collect information from
rel evant sources, and to prepare an inventory and assessnent of
environnental |y sound and economnically viabl e technol ogi es and know-
how conduci ve to phase-out of ODS. This inventory should al so
i nclude an el aboration of ternms under which transfers of such
t echnol ogi es and know how coul d t ake pl ace;

(c) To consider what steps can practicably be taken to elimnate any
i mpedi ments in the international flow of technol ogy;

(d) To further elaborate the issue of the eligible increnental costs of
technol ogy transfer, including costs of patents and designs and the
i ncrenental costs of royalties as negotiated by the recipient
ent erpri ses.

The action in subparagraphs (a), (b) and (c) should be conpleted by its
Ni net eenth Meeting and updated periodically, and the action in
subparagraph (d) be taken inmediately.
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