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Country Republic of |

Focal Area Phascout of Ozone Depleuny Substance:

Project Title : Belarus: Ozone Depleting Substances
Phaseout Projcct

Project Costs : US$14.7 million

Financing Plan : GEF: US$7.4 million
Local:US$7.3 million

Requesting/Executing Agency : World Bank

National Counterpart Agency : Belarus Ministry ol Natwal Resources and

ionmental Protection

Block

Amount of PDF Funding Requested D$2 10,000

Co-Funding . arus $6.000
Participating Enterprisces: 520,000

Block A or B Grant No

Convention Ratification Montreal Protocol: October, 1988

Eligihility/Sector Background

1. Belarus ratified the Montrcal Protocol in October 1988, and the f.ondon Amendment in

I‘ebruary, 1996. Based on its anticipated ratification status as a developed conntry under the

Montreal Protocol, Belarus' obligations (or Ozone Depicting Substances (ODS) pliscout will be

in nccordance with the accelerated developed country schedule'. It will also anviinie obligntions

to contribute to the Multilateral Fund of the Montreal Protocol (MFMP). - A DS Country

Program and national phaseout strategy have been adopted by the Governmuent and aceepted by

Parties to the Montreal Protocol as evidence of the country’s commitment. Belacus has

acknowledged that it will be unable to meet the developed country phascout sehedule due to the

current cconomic sitnation without cxternal assistance, and has therefore requesied linancial

assistance of the Global Environmental Iacility (GEF). A GEF project proposa sepresenting — J.¢
Belarus' one-time request for financial assistance for OTS phaseout investimenis. has been

cleared by the GEFOPS committee in February 1996, and will be subinitted to the GLEF Council rnAidle

_in_Apal 1996,

!/ Under the Copenhagen Amendment the phaseout dates began in January 1994 warly il najority of
chemicals to be phased out by January, 1996. Belarus has acknowiledged thit it Cannaot swlueve this
schedule. Phaseout under the London Amendment begins in year 2000,
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2, No ODS material is produced in Belarus. It is dependent on supplics fiom major
producers in Russia, currently scheduled to discontinue production by yeir 2000 by virtue of
Russia’'s commitments under the Montrcal Protocol. GEI assistance 10 ODS consuming
enterprises in Belarus would allow them to make the transition 10 non-ODS materials in a
gradual, planned manncr and avoid a later crisis when supplics are cut off. arly reduction of
ODS consumption will also reduce demand for ODS materials from a black ket supplier. In
1994, Belarus consumed 1,043 tons of ODS, as comparcd with 2,777 tons in 1O8G Earfier
reductions during this period can be attributed to the conversion of acrosol nnutacturers o
hydrocarbon propellants, while more recent declines reflect difficult cconomne conditions and
limited phaseout investments in the refrigeration sector. The refrigeration sector iemains the
dominant consumer of ODS, accounting for approximately 80% of use. The solvemt sector
accounts for 13% of consumption, while fire protection accounts for 2%. Rextdual acrosol seclor
use, largely for medical applications, account for the remainder.

Description of Proi

3. The project targets priority consumption phascout activitics in the relniperation and
solvent sectors. It also provides modest technical assistance at both (he institutional and
enterprise levels to facilitate implementation of the ODS Country Program, ad echnology
transfer for phaseout in the fire protection sector. It is structured as a frameworh project

—~ consisting of a series of seven enterprisc specific technology conversion investment sub-projects
and two technical assistance sub-components. The technology conversion component consists ol
two sub-projects in the refrigeration manufacturing scctor, one sub-project in the
industrial/commercial refrigeration servicing sector, and four sub-projects in the solvent sector.
The technical assistance component consists of two sub-components addressing (1) ransfer of
technology and training for conversion in the fire protection sector and (ii) instdutional
strengthening. The Danish Government has provided resonrces 1o assist Belaus i preparing the
project to a level acceptable for submission for GEF approval. Preparation to e includes
detailed technology and institutional strengthening proposals and associater! cost analysces,

Justification for GEF Financing

4. Belarus is a significant consumer of ODS material, but lacks the (inancid capacity to
undertake comprehensive phaseout in accordance with its obligations under the Montreal
Protocol. As a developed country signatory to the Montreal Protocol, il is not eligible for support
from the Montreal Protocol Multilateral Fund but is eligible for GEI funding acceording 1o
Articlc 9(b) of thc Instrument for the Establishment of the Restructured Global nviromnental
FFacility. The proposed project is consistent with the GEF Operational Strateyy tor QDS
Phaseout. The Operational Strategy cndorscs working with a range of cnterprise specific
sub-projects that offer substantive ODS phaseout gains, and lor which the benetwiary enterprise
would not be able to obtain sufficient financing from commercial sonrces. Wulun these

—_ sub-projects, grant funding is limited to cligible incremental investment costs while the
enterprises are responsible for financing the balance from their own resources o loans.
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Description of Proposed Activities

S. The PDF grant would provide funding needed to finalize preparation suid processing of
projcct activitics. Thc Danish Government has contributed approximatcly $200.000 of bilateral
(unds to assist Belarus with preparation of the Country Program and identilicanion of key
investment proposals for QNS phascont. These funds have also been used (o peepare the project
to its current stage adequate for clearing OORG (STAP) review and subsequent GLIF Council
Approval, going beyond the scope of originally intended activities. Funding 1o complete the final
stages of project preparation and processing is critically nceded for Belarus 1o mect their revised

phaseout schedule targeted at meeting the [.ondon Amendment schedule (yew 000)", Belarus'
revised schedule assumes investment resources are commitied during 1996, "'hus PDEF grant
would provide money to continue project preparation consistent with Block € criteria,. Belarus
has requested that the Bank execute this PDF grant in light of the lack ol a fui Lioning
operational unit to undertake the proposed activities. A proposed activity under the grant is to
develop an acceptable institutional framework to begin functioning at i minuaal level so that
grant (project preparation) activitics can be coordinated, and to assess how well it will function
for project implementation.

6. The PDF grant being requested under this proposal would support the completion of
project and program preparation through project appraisal and tinal documentation for approval.

— The following key activities are required to complete project preparation and aie proposed to be
funded through a Block C PDF grant:

(a) Financial Viability Assessmenl ol Enterprises with proposed
investments.

%) Further Definition of Institutional Armangements lor Project
Implementation including financial arrangements.

'%‘) Preparation of final project documents (from patticipiting
enterprises) required for project appraisal.

7. A financial viability analysis for each participating coterprise would be pertorined by
consultants familiar with the Fo i 10ON dCCOUNTINE SYSICML IO cvatnale overal]

enterprise performance as a basis for project appraisal. Information 1o be collected Trom
énterpriseﬂor evaluation includes: balance sheets; iIncome statements; production and sales
volumes; markets and international pricing of goods; subsidies from the state bindyet; records on
worker Jayoffs, unpaid salarics and reduccd work hours: [inaneiul costs for lone term debts
partially serviced by state enterprises; and government policy on long-term debt of state

) Belarus has already made a formal acknowledgment that it is unuble 1o meet the plseont deadlines
under the Copenhagen Amendment (which had i Junuary, 1996 deadline for scauc « hemieals) due to
cconomic hardships.
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enterprises. The World Bank would make the final determination on enterprises’ viability using
the consultant findings, before or at project appraisal.

8. Institutional arrangements for the project still require significant clarinieation o be
acceptable for projecct appraisal bascd on Bank expericoce in Belurus. The Munisny of Natural
Resources and Environment, although a logical implementing agency. currentiy has minimal
capabilities to take on responsibilities for the project implementation. ‘Thix is penerally the case
with most Ministries in Belarus which have severe budget constraints. underp.ad stai'l, and poor
working conditions. Local financial institutions also do not have adequate trannng 10 handle the
administrative aspects of project management on behalf of a project implemcentation unit (PIU).
An expected outcome of further institutional studies would be to develop a 1ccommended
institutional arrangement through country discussions, data collcction, and texhnyp. Preliminary
testing of institutional arrangements on a pilot level as part of preparation is crincal 1o the
success of the project, based on lessons lcarned from the World Bank's difficulties implementing
other projects in Belarus. Establishment of a preliminary institutional framew ok hefore project
appraisal would gencrate greater projcct ownership and help lay the foundation 1or more effective
project implementation.

9. It is anticipated that experienced consultants would work with Ministiy und enterprise
staff to prepare documentation required for project appraisal through workshops s individual
training. Technical assistance to enterprises and the PIU is needed due o a Lk of familiarity
with World Bank and GEF policies. Targeted activities would include biddmy docunent
(including specification) preparation, identification of eligible vendors, prepination of documents
to meet environmental assessment requirements, and development of project accounting Systems.
Training in World Bank procurement and disbursement requirements would be provided as part
of this assistance, through a procurement adviser trained in Bank procedures and, il available,
through a periodically held World Bank 1aught course on procurement in the Repion. Training
on evolving technology changes would also be provided as required to enable coterprises to make
informed decisions on available technology selection. Several sub-projects weie pre appraised
prior 1o the approval of the GEF ODS Phaseout Operational Strategy. Conscquently, the choice
of technologies will be subject to reconsideration in linc with relevant provisions of the Strategy.
particularly those on synergism during appraisal.

Qutputs

10. The following outputs are proposed for each activity:

(@) Financial Viability Assessment- Outputs Tor sinular projects have
resulted in an approximately 20-30 page report per enterprisce oncluding with a
recommendation as to whether an enterprise is financially viable or net. The
World Bank would review and analyze the consultant report and make the final
determination on viability. Only financially viable firms woulil icecive support
under the project.
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Institutional ngements- An institutional ananstement for
project implementation would be recommended bascd on counuy discussions,
data collection, and testing. A project impicmentation plan (PII'y aceeptable for
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project appraisal would also be developed under this activity.

Final Preparation of Sub-projects for Appraisal - Outputs produced

under this activity would include sub project procurement plans, bidding
documents, environmental reports, and project accounting plans hy the PIU and

beneficiary enterpriscs.
Timetable
11. It is anticipated that the majority of thc PDF grant would be disbursed in the period

between April and November, 1996.

Budget

12.  The following budget has been estimated for the proposed activities:

Activity Cost Allocation (US$)* O

GEF (PDF | Beneficiary | Government

Block C) Enterprises | of Belarus

Sk

Financial Viability $60,000 $8,000 $2.000 $70,000)
Analysis
Institutional $50,000 $2,000 $2.000 $54.000
Arrangements
Appraisal $100,000 | $10,000 $2,000 $112.000
Documentation
Preparation
Total $210,000 | $20,000 $6,000 $236.000

* Includes the cost of international and local travel

Contriburions from the beneficiary enterprises and the Government of Beliarus e estimated
hased on expected level of staff involvement in these activities using local conts - Contributions

would be through in-kind statt time, office spacc, and transiation.
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MIHICTIOPCTBA MHHHUCTEPCTBO
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Ms Sari Soderstrom,
Acting Chicf
Environment Department
World Rank )

1818 H.Street N.W.
Washington D.C.20433
USA

Fax : (202)522 0073

" ? W%

The Ministry of Natural Resources and Environmental Protection of the Republic of
Belarus on behalf of the Government of the Republic of Belarus invitcs your attention
1o the resolute measures adopted by our Government to implement the obligation under
thc Montreal Protocol on Substances that Deplete the Ozone Layer in accordance
with the London Amendment .

The Government of the Republic of Belarus adopted the following documents connected
to these matters :

1. The Decree 198 of the Council of Ministers of the USSR of 23 April 1991
“ On Adoption the Adjustments and Amendments to the Montreal Protocol on
Substancies that Deplete the Ozone Layer by the USSR*™.

2. The Decree 429 of the Council of Ministers of the Republic of Belarus of 2 June 1993
“On Urgent Measures on Implcmentatlon of the Intcmauonal Documents in the Field
of the Ozone Layer Protection “

3. The Decree 778r of the Council of Ministers of the Republic of Belarus of 19 August
1993 “ On Estabilshment of the Interagency Commission for Implementation of the
Obligations under the Vienna Convention and the Montreal Protocol and Development
of the Country Programme “.

4. The Decree 115 of the Council of Ministers of the Republid of Belarus of 19 February
TARE B A= < Aditianal Measures  for Phase-Out of Ozone Deplcting Substances in
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1996 “ On Additional Measures tOr FAUSC-UUL Ul “Velune sopivip woovommaen--
Delarus with Adoption of the Amendments “ .

Due to the difficult economical situation at present , the Republic of Belarus is unable to
implement its obligation under the Montreal Protocol without external assistance . As
you can remind it was planned to establish an Ozone Office in the Ministry of Natural
Rcsources and Environmental Protection with aim at preparation and development of
projects connected to the ozone layer protection .

We would be most grateful to you if you could kindly provide us with the financial
assistance of 260,000 dollars US for fulfilment of this project.

We are appreciated to find out that the World Bank is responsible for implementation of
this Grant .
We look forward 10 hearing from you soon and remain

Yours sincerely

Az N



