FURTHER ANALYSIS OF THE POSSIBLE FINANCING TRACK “NEW TRUST FUND

SIMILAR TO THE MULTILATERAL FUND” FOR THE SOUND MANAGEMENT OF

CHEMICALS AND WASTES

5t meeting of the Consultative Process on Financing Options for Chemicals and Wastes
6 - 7 October 2011, Bangkok, Thailand

BACKGROUND

1.

The fourth meeting in the consultative process on financing options for chemicals and wastes was held
in Glen Cove, United States of America, on 4 and 5 May 2011, pursuant to decisions SS.XI/8 and
26/16 of the Governing Council of the United Nations Environment Programme (UNEP) and the
outcome of the third meeting in the consultative process (held in Pretoria, South Africa, in January
2011), which is set out in the Pretoria Road Map.

Based on the Pretoria Road Map, UNEP has been requested to undertake a further analysis of the four
possible financing tracks identified by the consultative process and to undertake a comparative
analysis of the four elements with the objective of determining the role of each element in contributing
to an integrated approach on financing options for chemicals and wastes.

Those four tracks were identified as follows:
» Track 1 — Mainstreaming of sound management of chemicals and hazardous wastes;

» Track 2 — Industry involvement, including public-private partnerships and the use of economic
instruments at the national and international levels;

= Track 3 — New trust fund similar to the Multilateral Fund; and

» Track 4 — Introducing safe chemicals and wastes management as a new GEF focal area, expanding
the existing persistent organic pollutants GEF focal area or establishing a new trust fund under
GEF

In response to this request, the UNEP Secretariat has prepared for the fourth meeting of the
Consultative Process the document entitled “Comparative analysis of four possible financing tracks
that could contribute to an integrated approach to securing adequate financing for the chemicals and
wastes agenda”, which has been the basis for discussions relating to integrated approaches to
financing chemicals and wastes management.

During the discussions on track 4 on a new trust fund similar to the Multilateral Fund, the meeting
discussed key elements for the success of the Montreal Protocol and the Multilateral Fund.

Based on the finding of these discussions, the meeting requested the UNEP secretariat to provide,
working in close cooperation with the MLF and related experts, further analysis of a new trust fund
for the chemicals and wastes sector similar to the Multilateral Fund.

The further analysis of a new trust fund similar to the Multilateral Fund is based on the document
entitled “External Evaluation of the Financial Mechanism of the Montreal Protocol* prepared in
September 2004 at the request of the Parties to the Montreal Protocol.



8. As outlined in the above-mentioned comparative analysis, the Multilateral Fund (MLF) has been a
successful mechanism for compliance for the Montreal Protocol on Substances That Deplete the
Ozone Layer.

9. It has provided financial support to developing countries that are Parties to the Protocol in their efforts
to meet their Protocol obligations. Financial support has been tied to compliance and the successful
reduction of the ozone depleting substances targeted by the Montreal Protocol has resulted in praise
for the MLF from both donor and recipient countries.

10. The success of the Montreal Protocol and the Multilateral Fund, as outlined in the fourth
meeting of the Consultative Process, is linked, among other things, to the following key
elements:

Establishment of a compliance regime;

Agreed incremental costs;

Equal representation of developed and developing countries on the MLF Executive Committee;

Financial contributions to the MLF based on the UN scale of assessment;

MLF replenishment negotiations being based on a technical analysis;

Monitoring, measurement, assessment and evaluation of the progress and results,
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MLF process being continually adaptive in dealing with policy and operational issues.

11. The further analysis of a new trust fund similar to the Multilateral Fund follows the findings of the
above key elements is contained in table entitled ”Further Analysis of the Possible Financing
Track ‘New trust fund similar to the Multilateral Fund’ for the sound management of chemicals
and wastes “ in the annex to the present document.

12. The document has been prepared following consultations with the MLF and related experts and
seeks to complement the analysis contained in the document entitled “A Proposal for an
Integrated Approach to Financing Sound Management of Chemicals and Wastes”.
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