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L. SITUATION ANALYSIS

1. Background

Malaysia is an upper-middie income country with a population of approximately 31.7 million
(2016) and an area of approximately 330,803 km?.

As a country that is subjected to monsoon seasons, it is vulnerable to the changes in rainfall
variability and intensity and in weather patterns. In recent years, Malaysia has been especially
prone to increased climate hazards such as urban floeding and droughts. Malaysia has also
been experiencing the adverse effects of climate change which include impacts on water
resources, agriculture, forest resources, coastal and marine areas, energy and public health.

Malaysia has been an active player in the International Environmental Agreement and
acceded to the Vienna Convention and ratified the Montreal Protocol on Substances that
Deplete the Ozone Layer in August 1989. Table 1-1 shows the dates of ratification by Malaysia
of the Protocol and its amendments:

Table I-1: Dates of ratification of Montreal Protocol and its Amendments

Agreement : Ratification
Vienna Convention 29 August 1989
Montreal Protocol 29 August 1989
London Amendment 16 June 1993
Copenhagen Amendment 05 August 1993
Montreal Amendment ‘ 26 Cctober 2001
Beijing Amendment 26 October 2001

Source: Ozone Secretariat

Malaysia is classified as a party operating under Paragraph-1, Article-5 of the Montreal
Protocol and thus qualified for technical and financial assistance, including technology
transfer, through the financial mechanism of the Montreal Protocol.

Malaysia’s Country Programme incorporating the National Strategy and Action Plan for
controlling the use of Ozone Depleting Substances was approved in 1992, Since then,
Malaysia has taken proactive measures such as phase-out activities including technology
transfer investments, technical assistance, training and capacity-building, information
dissemination and awareness-raising and development and implementation of regulations.
Malaysia has established a comprehensive regulatory framework for controlling ozone
depleting substances (ODS). As a result, Malaysia has consistently been in compliance with
the provisions of the Monfreal Protocol. Hydrochlorofluorocarbons (HCFCs) are classified as
controlled substances under Annex-C Group-i of the Montreal Protocol and are subject to the
adjusted control schedule for Article-5 countries.

1.1 HPMP Stage-i of Malaysia

Malaysia implemented HPMP Stage-l during 2012-2016 and has largely completed HPMP
Stage-| activities that contributed to a consumption reduction of 111.85 ODP tonnes of HCFCs.
These activities helped the country achieve their HCFC consumption reduction target in year
2015. The main achievements of HPMP Stage-I of Malaysia are:

Legal framework:

o The licensing and quota system for HCFC import was established by the Department
of Environment (DOE) and was enhanced in 2014 by adding the licensing of HCFC re-
exports.



¢ Three hundred thirty-one (331) customs officers were trained with 60 to 80 to continue

to receive training annually and 15 refrigerant identifiers were purchased and
distributed.

Foam manufacturing sector:

o Thirteen (13) Poly Urethane (PU) foam manufacturers included in HPMP stage | had
completed their conversions to cyclopentane, resulting in the phase-out of 860 MT
(94.6 ODP tonnes} of HCFC-141b. Through the technical assistance (TA) programme
four local systems houses had customized at least one low-GWP formulation and
shared their experiences with downstream clients.

Refrigeration servicing sector:

o A total of 8,430 technicians have been trained to date. In addition, 82 trainers were
certified as Master Trainers; a training manual for technicians in the refrigeration and
air-conditioning (RAC) sector was developed and distributed; the technicians’
certification programme was updated and a mandatory online certification programme
for technicians using controlled refrigerants launched during the Ozone Day
celebration on 29 September 2016; 30 recovery units and service tools were procured
and distributed to 30 selected Authorised Training Centres (ATC); and six mini-reclaim

units for reclaim centres are in the process of being procured with delivery expected
by the end of 2017.

¢ The pilot project to replace 78 small-size HCFC-22 based air-conditioning (AC) units
by HFC-32 based units has been completed at two demonstration sites (University
Kuala Lumpur and the Environmental Institute of Malaysia).

Project implementation and monitoring unit

» The management, co-ordination and monitoring of the activities planned under the
HPMP is undertaken with the overall supervision of the National Ozone Unit (NOU).

As of May 2017, of the USD 9,587,470 approved under the HPMP Stage-l, USD 8,273,045
has been disbursed (Table 1-2).

Table i-2: Financial report of stage | of the HPMP for Malaysia (in USD)

Tranche Approved Disbursed DiSb?;Z‘:T::‘S Rate
First Tranche 5,000,000 5,000,000 100
Second Tranche 3,628,723 3,273,945 a0
Third Tranche 817,452 0
Fourth Tranche 141,295 0 0
Total 9,587,470 8,273,945 86

As part of the implementation plan for the fourth tranche of the HPMP Stage-l, the following
activities will be implemented:

e Finalisation of refrigerant management regulations by the Attorney General’s office
(USD 81,295);

* A training session for approximately 40 customs officers on the use of refrigerant
identifiers, agreements with HCFC exporting countries and informal prior informed
consent (iPIC) system, labelling standards and practices, HC codes, harmonization of
databases of refrigerants and biends, nomenclature of refrigerants and categories of
refrigeration and air-conditioning equipment;




o Training workshops on good refrigeration practices for approximately 400 technicians;
10 refrigerant identifier units will be procured and provided to DOE training centres and
selected ATCs; the signing of a Memorandum of Understanding between the 6 reclaim
centres and DOE, and delivery of mini-reclaim units to the centres;

o Activities in refrigeration management, including the completion of the ongoing pilot
incentive programme to introduce CO2-based systems in the industrial and
commercial refrigeration sector;

¢ Completion of the CO; demonstration project; and
e Co-ordination and management of the HPMP.
1.2 HCFC Survey in Malaysia for HPMP Stage-li

Taken into account the complexities associated with technology choices of conversion in RAC
and foam sectors and the need for addressing Small and Medium Enterprises (SMEs) under
the HPMP Stage-ll, detailed stakeholder consultations were held during 2014 and 2015 with
the relevant ministries and industries. Through a national consultant team, field survey on
HCFC consumption was underfaken in 2015 and early 2016. The data collected was
analysed, and an overall approach for post 2015 targets was developed. This was discussed
with various stakeholders for their inputs and suggestions in May 20186.

2. HCFC Supply Scenario
2.1 Production, import, export and distribution

There is no production of HCFCs in Malaysia. The entire domestic demand is met through
imports mainly from China, India, Republic of Korea, Singapore and USA. Small amount of
HCFCs are also re-exported by the country. Import and export of HCFCs are regulated in
Malaysia through a licensing and permit system. HCFC-141b, HCFC-22 and HCFC-123 are
the main HCFCs imported. HCFC-22 and HCFC-123 are consumed in manufacturing and
servicing of RAC equipment, whereas HCFC-141b is used primarily as blowing agent in foam
sector.

HCFCs are sold by the importers to manufacturers or users directly or indirectly through
secondary distributors or retailers. HCFCs are also supplied through service establishments
and contractors. Larger manufacturers alse import HCFCs directly through the licensing and
permit system.

2.2 Historical HCFC Consumption (2011-2015)

The HCFC consumption in Malaysia in 2009 was 7,700 MT. As of 2015, the consumption of
HCFCs was 6,571 MT.

Over the period up to 2015, consumption of HCFCs has largely decreased except for a small
growth in HCFC-123. It must be noted that this growth in HCFC-123 has minimum impact on
national HCFC consumption targets in the country. The consumption of HCFC-22 and HCFC-
141b has seen a declining trend. The main reasons for this decline are:

= National regulations and consumption control measures implemented by the National
Ozone Unit {NOU) for HCFCs to achieve compliance with HCFC consumption targets;

¢« Phase-out projects that have been implemented in foam sector for phasing-out HCFC-
141b consumption; and '

e [nflow of imported HCFC free RAC equipment that contributed to reduced dependence
an HCFC-based equipment in the country.

It must also be noted that HFC consumption levels would have increased in the last 3-4 years
in Malaysia. This is mainly because of increase in manufacturing and demand of HFC using
equipment in RAC sector. Table 1-3 shows the consumption of HCFCs in Malaysia over the
last 5 years.



Table 1-3: HCFC consumption in Malaysia (2011-2015 Article 7 data)

| Baseline

6,167.26 | 7,635.02 | 5,355.20 | 5913.75 | 542518 | 6,355.19
HCFC-21 0.00 0.00 0.00 0.00 0.00 18.60
HCFC-121 0.17 0.00 0.00 0.00 0.00 0.00
HCFC-123 33.70 64.29 14.95 72.93 65.48 56.65
HCFC-141 80.0 0.00 0.00 0.00 0.00 13.38
HCFC-141b 1.242.06 | 2,869.16 | 1,321.08 | 1,239.97 | 1,079.04 | 1,477.61
HCFC-142b 1.80 0.00 86.74 4.47 0.00 12.10
HCFC-225 1.08 - 1.18 0.58 0.00 1.52 1.1
Total (MT) 7,526.07 | 10,569.65 | 6,778.55 | 7,231.12 | 6,571.22 | 7,934.74
ODP tonnes
HCFC-22 338.20 419.93 294.54 32526 | 298.38 349.54
HCFC-21 0.00 0.00 0.00 0.00 0.00 0.74
HCFC-121 0.01 0.00 0.00 0.00 0.00 0.00
HCFC-123 0.67 1.29 0.30 1.48 1.31 1.13
HCFC-141 5.60 0.00 0.00 0.00 0.00 0.94
HCFC-141b 136.63 315.61 146.32 136.40 118.69 162.54
HCFC-142b 0.12 0.00 5.64 0.29 0.00 0.79
HCFC-225 0.08 0.08 0.04 0.00 6.1 0.08
Total (ODP fonnes)| 482.30 736.90 445.83 | 463.40 | 418.50 515.76

Source: A7 data report
3. Sectors using HCFCs

Historically, Malaysia has had a robust industrial and manufacturing base in various sectors
from petrochemicals to consumer goods. The main HCFC consuming sectors also are largely
consistent with this trend and have a diverse manufacturing base in Malaysia. The
consumption of HCFCs in Malaysia has been seen in the following sectors/sub-sectors and
application areas:

o Air-conditioning sector (both manufacturing and servicing)
e Refrigeration sector {(both manufacturing and servicing)
¢ Foam sector
¢ Fire-fighting sector
¢ Solvents sector
3.1 Air Conditioning Sector
3.1.1 Manufacturing

Among the enterprises active under the AC sector only two companies are wholly Malaysian
owned. All the enterprises engage in the sector have their operations in the State of Selangor
and only one located in the State of Negri Sembilan. There are no manufacturers in both the
States of Sabah and Sarawak.




Various types of air-conditioners are produced in Malaysia and these include units for
residential, commercial and industrial applications. Products include air-cooled split units, air
and water-cooled packaged units, DX and flooded chillers and heat pumps.

Based on the survey response, and estimates of HCFC consumption for 2015, the estimated
total annual production by the 12 manufacturers was about 1.2 million units. The total
production in the country not only caters the demand of domestic market, but also serves the
overseas which include USA and Australia. The residential air-conditioners accounts for about
90 per cent of total production.

HCFC-22 and HCFC-123 are the two types of HCFCs used in the AC sector of Malaysia, Of
all manufacturers, only one company is using HCFC-123 for large capacity installations.
Consumption of HCFCs for the iast two years is shown in the table below.

Table I-4: HCFC consumption for Year 2013-2015

~_ Consumption (MT) .

HCFC-22 1,399.9 | 1,200.60 | 1,056.30
HCFC-123 39.0 53.00 34.60

3.1.2 imports

The imports of air conditioning equipment in Malaysia is mainly of air-cooled split and
packaged units, of which split room air-conditioners up to 2.5 HP rating constitute the bulk of
the imports. There are about twenty importers, of which about ten are large-sized. In 2015,
about 358,000units were estimated to be imported to Malaysia, mainly from China, Japan and
US, predominantly HCFC-22 based. The imported air-conditioners are fully or partially
charged with refrigerants. During installation of these split air-conditioners, additional top-up
charge is needed and this is estimated to be 229 MT in the year 2015,

3.1.3 Exports

Malaysia is a significant export hub for air conditioning equipment in the region, particularly for
air-cooled split and packaged air-conditioners. Between 60-70 per cent of the production is
exported. Estimated fotal exports in 2015 are between 717,000-836,000 units and these
primarily include air-cooled split and packaged units.

314 Servicing

The estimated population of HCFC-based equipment in the air ¢conditioning sector in 2015 was
about 8 million units and HCFC-22 and HCFC-123 were the main substances used for
servicing in this sector. The estimated HCFC consumption in servicing in this sector in 2015
was about 4,000 metric tonnes. Due to the steady economic development, market penetration
of air conditioning equipment would continue to grow in Malaysia and thus consumption in AC
sector is expected fo grow in the next two to three years.

3.2 Refrigeration Sector

The application of HCFCs in the refrigeration sector has been observed in commercial and
industrial applications. The refrigeration sector performs a critical function of serving the cold
chain in Malaysia. Due to expanding market for food service equipment, the guality and
sophistication of the manufacturing technology has gradually improved over the years. The
sector also experiences competition from imported products and equipment, testifying to the
significant market potential.



3.2.1 Manufacturing

The commercial refrigeration sub-sector comprises of vending machines, visi-coolers, bottle
coolers, water-coolers, chest freezers, etc. used in restaurants and other food service
establishments. The Cold Chain refrigeration sub-sector comprises of supermarket
refrigeration equipment (such as display cabinets, island freezers, walk-in cooclers and
freezers), cold storages and warehouses. R-404A and R-507 are mainly used in low-
temperature applications. Ammonia is used in some applications and HCFC-22 is used in
medium temperature applications.

In the refrigeration sector, there are 16 enterprises engaged in manufacturing of commercial
refrigeration equipment. Of the 16 enterprises in the sector, 9 use HCFC-22 as refrigerant
(with an average 2013-2015 consumption of 5.4 MT) and HCFC-141b as a foam blowing agent
(with an average 2013-2015 consumption of 45.37 MT).

It must be noted here that HFC based technologies are popular in Malaysia in refrigeration
sector (e.g., HFC-134a, R-404A). These enterprises consume both HCFCs and HFCs
depending upon the customer needs.

3.2.2 Imports and exporis
Import-export of HCFC based refrigeration equipment from Malaysia is negligible.
3.2.3 Servicing

While in the past, the servicing demand for HCFC-22 was growing due the rapidly increasing
population of commercial refrigeration equipment, the growth is expected to decrease in
future. This is mainly hecause of the increase in HFC consumption in commercial refrigeration
equipment and possibly, other lower GWP refrigerant based equipment. The estimated HCFC
consumption in servicing is about 50 MT.

3.3 Foam Sector
3.3.1 Polyurethane Foam

Polyurethane foams for various applications are manufactured in Malaysia. The sector has
experienced steady growth in recent years primarily driven by the economic development and
increase in purchasing power of the population, and growth in the construction and cold chain
industry.

HCFC-141b is still the predominant blowing agent used in foam applications. It is used either
as pure HCFC-141b or pre-blended in polyols supplied by the polyurethane chemical
suppliers. There is no local production of HCFC-141b and therefore the entire requirement is
met through imports by chemical suppliers, systems houses or sometimes directly by the foam
manufacturers. HCFC-141b as a part of pre-blended polyols are aiso exported to neighbouring
countries such as Vietnam. Of total import of 1,079.04 MT (118.69 ODP tonnes) of HCFC-
141b in 2015, 712.47 MT (78.37 ODP tonnes) was consumed in the PU foam sector and 8.5
MT {0.94 ODP tonnes) in the solvent sector. The rest 358 MT (39.4 ODP tonnes) contained
in pre-blended polyol was expoited to Vietham.

There are seven systems houses in the country, namely, BASF, Colorex, Cosmo, Dow,
Maskimi, PPT and Oriken, which have facilities for blending and customization of HCFC-141b
polyols in Malaysia.

Polyurethane foam processing equipment is not manufactured locally. There are four main
polyurethane foam processing equipment suppliers in Malaysia and these are- Cannon, OMS,
RIM Polymers and SAIP. Other global suppliers are represented through their respective
corporate representations. Consumption of the HCFC-141b over the period 2013 to 2015 for
different foam applications is shown in Table 1-5.
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Table I-56: HCFC-141b Consumpt:on by applzcatlons (2013- 2015)

Rooting (11) 23570 261.55 38.2
Panel & Insulated Pipe (42) 265.48 300.19 323.68 21.8
Commercial Freezer & Chiller (16) 38.92 43.68 51.68 205
Ice Box (and others) (8) 61.15 65.60 75.56 236
Total Consumption (77) 555.82 645.17 712.47 28.2

As evident from the table above, there is an increase in consumption of HCFC-141b for all
applications between 2013 and 2015. Overall, consumption for the sector has gone up by
about 28.2 per cent with the largest share by the roofing group (38.2 per cent).

The distribution of HCFC-141b use among PU foam enterprises is presented in Table 1-6.

Table I-6: Distribution of HCFC-141b use among PU foam enterprlses (2015)

Size of Enterprtse Total Consumptlon
(MTlyear) ntifie - (MT)
Below 1 12 4.43 0.487
1-<5 28 80.88 8.896
5-<20 25 230.21 25323
=20 11 396.96 43.666
Total 77 712.47 78.37

Large enterprises (capacity 20 MT or more per year) consumed about 56 per cent of the total
HCFC-141b usage by the industry (equivalent to about 44 ODP tonnes). Small enterprises
(capacity < 5 MT per year) consumed less than 10 ODP tonnes.

Various methods are applied for foam dispensing. Manual methods are still used not only by
small and medium scale enterprises but also by larger ones. Both high-pressure (58 per cent)
and low pressure machines (42 per cent) are used.

3.4 XPS Foam

There is no consumption of HCFCs in XPS foam sector as there are no companies in
operations in this sector.

3.5

In HPMP Stage-l, it was observed that HCFC-123 was used in portable fire extinguishers and
total flooding systems. It was also noted that there was only one manufacturer of HCFC-123
based fire extinguishing systems and the manufacturer consumed about 13 MT of HCFC-123
in 2009.

Survey and consultations held with industry players in fire-fighting sector during the
preparation of the HPMP Stage-ll noted that use of HCFC by the industry is limited or very
minimal as all or almost all of the industry players have transitioned to use of HFCs and powder
forms of fire suppressants.

Fire-fighting Sector
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3.6 Solvents Sector

HCFC-based solvents are used in general and precision cleaning, drying and defluxing
applications and in electronics cleaning such as audio and video-heads, reflector glasses for
laser printers and lenses, which require optimal surface cleanliness. During Stage-l, it was
observed that about 0.67 metric tons of HCFC-225 has been reported in the Solvents Sector
in 2009.

Based on information provided by one enterprise, it has been established that HCFC-141b is
used as a cleaning agent mainly for the electronic, aeronautical, automotive and glass making
sectors. For the single enterprise, consumption of HCFC-141b for 2015 was about 8.5 MT
{0.94 ODP tonnes}. In addition, 1.52 MT (0.11 ODP tonnes) of HCF(C-225 were consumed as
a cleaning solvent in 2015.

4, HCFC consumption by sector and substance (2015)
Table 1-7 below shows the 2015 HCFC consumption in Malaysia by substance and sector:
Table 1-7: Distribution of HCFCs by sector and substance in Malaysia (2015)

| sector | mr | | ODF
HCFC-22 RAC 1,072.73 16.3
HCFC- PU foam | 1,070.54 16.3 117.76 28.1
141b
Manufacturing _
HCFG Solvents 8.50 0.1 0.94 0.2
141b
HCFC-225 Solventis 1.62 0.0 0.11 0.0
HCFC-123 | RAC 30.78 0.5 0.62 0.1
Servicing HCFC-22 . 435255 66.2 230.39 57.0
HCFC-123 34.60 0.5 0.69 0.2
Total 6,571.22 100 418.50 100

HCFC-22 and HCFC-141b are the main HCFCs used in the country. HCFC-141b is consumed
mainly in the PU foam manufacturing, while HCFC-22 is consumed in the RAC manufacturing
and servicing sectors. A small quantity of HFC-123 is consumed to manufacture and service
chillers, Approximately 10 MT (HCFC-141b [8.50 MT] and HCFC-225 [1.52 MT]) are
consumed in the solvent sector,

5, institutional Arrangement

Malaysia established the Ozone Protection Unit (OPU) within the Department of Environment
(DOE}) to respond to the mandates of the Montreal Protocol. The Ozone Protection Unit within
the Air Division of the Department of Environment, plays a lead role in the Government's
sustained efforts to phase-out ODS in the country and act as National Ozone Unit (NOU).

A Project Steering Committee (PSE) is convened by the DOE, and serves as the project's
coordination and decision-making body. The NOU acts as the Secretariat to the PSC.

The NOU is also the Secretariat to the National Steering Committee (NSC) for the Protection
of Ozone Layer that serves as an advisory body to the Government to provide strategic and
policy guidance for implementation of the Montreal Protocol. The Chair of the NSC is the
Secretary General of the Ministry of Natural Resources and Environment (MNRE). There are
various working groups for the implementation of Montreal Protocol in Malaysia and the OPU
acts as their coordinating body.
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The OPU is partially supported through the Institutional Strengthening Project with financial
assistance from the Multilateral Fund and implemented by UNDP.

A Project Management Unit (PMU) was established under HPMP Stage-l. This unit supports
the NOU in operationally managing HPMP project activities and reports to the OPU. PMU has
only operational project management responsibilities and does not have reguiatory powers
which remain with the Government.

51 Existing Policies and Regulations

Malaysia has taken a proactive approach in phasing out controlled substances under the
Montreal Protocol. It has formulated policies and legislations to restrict and limit the use of
these controlled substances. These policies and strategies have provisions for the monitoring
of the importation and consumption of controlled substances as well as for promoting the use
of non-ODS substitutes and aiternatives in existing industries and new investments.

Malaysia's environmental policy regime can be traced to as early as 1974 with introduction of
the Environmental Quality Act, 1974. Amendments to the Act had been made to include
provisions on the prohibition of the use of CFCs in the refrigeration, foam and fire-fighting
sectors. The guidelines for the control measures for the protection of the ozone layer to
facilitate the implementation of the phase-out programme were issued by the Department of
Environment in 1994.

To provide regulatory and policy support for enabling the industry to eliminate ODS in line with
the country’s obligations under the Montreal Protocol, the Government of Malaysia has taken
and continues to take the following key initiatives and actions:

» Environmental Quality (Prohibition on the Use of CFCs and Other Gases as
Propellants and Blowing Agents) Order, 1993:

» Environmental Quality (Refrigerant Management) Regulations, 1999;

e Environmental Quality (Halon Management) Regulations, 1999;

o Environmental Quality (Delegation of Powers) (Halon Management) Order, 2000;
o Hydrogen Cyanide (Fumigation) Act (1953), (revised 1981);

o Occupational Safety and Health Act (1974); and

e Plant Quarantine Act (1976).

The above regulations provide for powers to control the import, installation, use and/or
disposal of CFCs and other ODSs which are prohibited under the Montreal Protocol.

One of the primary systems of controis on ODS is the Approved Permit System (AP System),
which was initially administered by the Ministry of International Trade and Industry (MITH.
However, since 2013, the AP System has been administered by the Department of
Environment,

Since its introduction in 1994 under the Prohibition of Import (Amendment No. 4) Order, 1994
of the Customs Act, 1967, all importers of the listed ODS, namely CFC-11, CFC-12, CFC-13,
CFC-113, CFC-114, CFC-115, carbon tetrachloride (CTC) and 1,1,1-trichloroethane (TCA)
must obtain an import permit issued by MITI. The total quantity of any of these substances
that can be imported by the licensed importers in any year is set by a committee. The amount
is reduced each year in line with the Montreal Protocol obligations.

Besides the above, the Government has élso undertaken various educational and public
awareness programmes on the need to protect the ozone layer. Various guidelines and
documents have also been produced for industry and public information and include:

o Guidelines for prequalifying and selection criteria for acceptable alternatives of ODS
(1995):
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e Training Manual for mobile air conditioning and recycling/service workshop operators
(2003);

e Operation Manual and Safety Guide for RSS Technicians (2007);
¢ Guidebook on non-ODS technology (1997);
e Training Manual for Technicians in Refrigeration and Air-conditioning sector (2014).

Other initiatives implemented by the Government included the provision of incentives to
investment in ozone friendly technologies by approving several fiscal measures such as duty
exemptions on imports on non-ODS technology, duty exemption on imports of HFC-134a and
also include:

s Promoting the decentralization of implementation and enforcement of policies and
regulations by interacting with and strengthening local environment focal points

o Supporting public awareness initiatives and campaigns for promoting ozone layer
protection at the consumer level.

e Regular interaction with other ministries and departments, industry representatives
and implementing agencies for information dissemination related to impact of policy
measures '

e Actively participating in international meetings to represent Malaysia’s interests
e« Promoting research and use of ozone-friendly technologies

» Providing incentives and rewards for development and use of ozone-friendly
fechnologies

Over the last 4 years, the Government has implemented policies and regulations to control
and monitor HPMPs. The Department of Environment established AP system which enabled
the Government to control and monitor importation and consumption of HCFCs, this was
further enhanced in 2014 with the licensing of re-expert of HCFC.

The monitoring system of ODS imports and exports is functioning well. Malaysia has achieved
their compliance targets for consumption for 2013 and 2014. The Government would continue
to strengthen the regulations for phasing-out HCFCs based on the overall strategy and HCFC
phase-out approach.

The Government has recently launched an e-based system of identification of technicians who
have been trained and have received a certificate. This system will help in custemers knowing
whether the technicians servicing their equipment are qualified and would promote adoption
of good service practices.

8, Development Challenges
Availability of suitable alternatives and technologies:

Under the HPMP stage-li, the focus is more on long term environmental and occupational
sustainability while selecting alternative substances and technologies. Thus, the selection of
alternative substance whether used as a refrigerant, blowing agent or fire suppressant, are
governed by the factors such as-favourable physical and chemical properties for the
concerned application, being inert and stable, compatible with existing materials, preferably
not flammable and toxic, with zero ODP and low GWP and easily available.

In addition, the technology selection is governed by the factors such as-proven and reasonably
mature technology, end-product properties and performance should be maintained, cost-
effective conversion with minimal disruption of current manufacturing operations, compliance
with established local and international standards for health safety and environment, low
overall direct and indirect CO2-equivalent emissions and implementable in a relatively short
fime frame.
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Currently, alternative substances and technologies that fully meet the above requirements are
not available, except for one or two applications. Due to the environmental and occupational
impact of technologies in the ODS consuming sectors, the past two decades have been
marked by constant uncertainties and changes as well as several technological innovations
and investments to overcome them.

As more scientific and technical information on alternative technologies and their
environmental impacts, as well as information on research on new aiternatives becomes
available, the eventual choice of alternative technology will need to carefully consider
environmental impacts and focus more on long-term environmental and occupational
sustainability. This will need resources to be directed towards innovative products and
processes that minimize ozone and climate impacts, while remaining efficient and affordable.

HPMP Stage-1 implementation provides a lot of insight into technology options and timing
associated with the technology choices. Given that HPMP Stage-li will involve phasing-out
HCFCs in a large number of SMEs in foam, refrigeration and air-conditioning applications, the
technology choices should be cost-effectiveness, easily available and in addition, the
implementation capability of the enterprises along with time required for implementation need
to be taken into account.

Thus, cost effectiveness, and availability of technologies are the factors that are currently
unfavourable to wider adoption of substitute technologies. This constitutes a major challenge
for reducing demands for HCFCs and thereby compliance with the HPMP Stage 1l targets.

Stringent timeline for implementation:

The earliest date by which actual field activities of HPMP stage-ll can commence, is by May
2017. This is to allow time for putting in place the necessary project initiation procedures,
agreements etc. This means that stringent timelines are likely to be encountered for
implementing actions for Stage-ll compliance. In addition, the number of foam manufacturers
eligible for funding will be doubled compared to that in Stage-l. This will make the
management and coordination of activities very challenging. Adequate resources will be
allocated, to support the additional costs of management, coordination and monitoring.

It is considered extremely important to engage and enlist the support of all stakeholders in the
implementation of the HPMP (Stage-ll). To accomplish this, targeted awareness and capacity-
building activities will be carried out. Accordingly, resources will be allocated to cover the costs
of awareness and capacity-buiiding actions.

Il STRATEGY

7. : Guiding Principles

The overarching strategy underlying the HCFC Phase-out Management Plan (HPMP) for
Malaysia is based on the following guiding principles:

e Reflect national context and priorities;

¢ Develop and demonstrate a strengthened and proactive partnership between
government and industry;

o Draw upon the lessons learnt from the functioning of institutional arrangements and
operational mechanisms, integrate and build upon existing infrastructures and
introduce new mechanisms as needed; and

» Be dynamic and evolving, and to be open for revisions and adaptation as necessary
in response to evolving situations.

8. Objectives
The objectives of the overarching strategy of Malaysia's HCFC Phase-out Management Plan
Stage-Il are as below:
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To facilitate Malaysia's compliance with the control targets for HCFC consumption with
minimal impacts on the national economy, on environment and occupational health;
and ‘

To implement a combination of interventions such as technology transfer investments,
policies and regulations, technical assistance, training and capacity-building,
awareness and education and monitoring and management in the selected HCFC

consuming sectors, contributing to achieve sustainable reductions and phase-out of
HCFC consumption.

The activities relating to HPMP Stage-l will build on activities that have been and are under
implementation in HPMP Stage-|.

9.

Elements of strategy

The main elements of the strategy for Stage-lt are:

10.

Achieve compliance with 2020 targets with priority to HCFC-141b phase-out in foam
applications;

Early phase-out of RAC manufacturing to avoid population of HCFC based equipment - link to
the existing amended reguiations on refrigerant management relating to prohibition of
manufacture, import and assembly of 2.5HP and below of air-conditioning units for use In
Malaysia;

Promote and adopt low-GWP substances, as much as possible keeping in view industry
acceptability, safety to industry and consumers and long term sustainability;

Prohibit manufacture, assembly and import of all products and equipment using HCFCs except
essential use to the extent feasible at the earliest instance possible; and

Provide support to service sector primarily to equip infrastructure for training institutions.

Starting point and phase-out achieved

Table 2-1 below presents Malaysia’s achievement under HPMP Stage-l and the remaining
eligible consumption for phase-out project activities post Stage-I.

Table li-1: Remaining eligible consumption after HPMP Stage-l (ODP tonnes)

i Sl 5| consumption |
HCFC-123 C 1.13
HCFC-141 c 0.94 0.0 0.94
HCFC-141b C 162.64 | 946 67.94
HCFC-142b C 0.79 0.0 0.79
HCFC-21 C 0.74 0.0 0.74
HCFC-22 c 349.54 | 17.25 332.29
HCFC-225 c 0.08 0.0 0.08
Total 51576 | 111.85 403.91

Source: HPMP Stage-l updated Agreement approved at 751 ExCom Meeting

The HPMP Stage-] prioritized the foam sector and the project activities under investment
component were successfully completed in the sector. Only some activities relating to service
sector and promotion of projects for adoption of low GWP technologies in the country are still
under implementation.
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As evident from the table above, about 22 per cent reduction from starting point was proposed
to be achieved through the measures adopted in HPMP Stage-l. [t is cbserved that HPMP
Stage-| translates to achievement of about 15 per cent reduction compared to starting point
by 2015,

11. Plan of action under HPMP Stage-l

The components to bé implemented during HPMP Stage-il include- regulatory actions;
conversion of the remaining PU foam manufacturing enterprises; Technical assistance (TA)
to RAC manufacturing enterorises to completely phase-out the use of HCFC-22; a workshop
to provide TA to enterprises in the solvent sector; activities in the servicing sectors; and
implementation and monitoring (Table 2-2). '

Table 1I-2: Components of HPMP Stage-ll of Malaysia

argete
Substance

Polyurethane Canversion of PU foam
foam sector manufacturing sector:
Enterprises with consumption
above 5 MT per year will be
addressed first during period
2017-2018 and those with
lesser than 5 MT per year would HCFC-141b | 66.94 78.37 | 3,976,563
be addressed from 2019 to '
2021,

Technelogy options: Pre-
blended hydrocarbons {HC), HC
and HFO

Solvent sector | Stage Il does not include the
phase out of HCFCs in the
solvent sector since there are
limited aiternatives that are cost-
effective, safe and low-GW/PP,
Instead, only TA to the sector HCFC-141b NA NA 12,500
for a workshop on ODS-free
alternatives will be provided.

Technology options: HFE, PCE
and other HC based solvents

Refrigeration Refrigeration manufacturing
and air- sector: TA for enterprises in
conditioning manufacturing of refrigeration
sector equipment on conversion of

HCFC-22 to low GWP based
alternative technology.

Technology options: Low GWP
options (e.g. R-600a, carbon
dioxide, ammonia, and low-
GWP biends, should those
become available and feasible
in a safe manner)

HCFC-22 0.29 0.29

100,000

Air-conditioning manufacturing
sector: TA for enterprises in HCFC-22 58.79 58.79
manufacturing of air- '
conditioning equipment on
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conversion bf HCFC—22 to low
GWP based alternative
technology.

Technology options: Low GWP
options promoted {e.g. HFC-32,
HC-290 and low-GWHP biends,
should those become available
and feasible in a safe manner)

RAC servicing sector: Capacity
building and training focusing on
minimizing HCFC-22
consumption through geod
practices and efficient/safe
servicing of equipment using
low GWP flammable
alternatives.

HCFC-22 17.75 17.76 | 1,549,000

Project Management and nfa n/a 500,000
Coordination
Total 6,138,063

The above action plan would result in phase-out of 66.94 ODP tonnes of HCFC-141b and
76.83 ODP tonnes of HCFC-22 for a total of 143.77 ODP tonnes.

Regulatory actions:

To implement the above measures, the following key policy and regulatory interventions will
be implemented:

A ban on export of HCFC-141b contained in pre-blended polyols by 31 December 2018

and a ban on the import and use of HCFC-141b contained in pre-blended polyois by 1
January 2022;

Phase-out all uses of HCFC-141b except in the solvent sector by 1 January 2022;

Limit consumption of HCFC-141b to 1 ODP tonne or less for use in the solvent sector
by 1 January 2022;

A ban on import of refrigeration and air-conditioning (RAC) equipment operated with
HCFCs and a ban on manufacturing and new installations of RAC equipment operating
with HCFCs by 1 January 2020; and

No longer issue licenses for the import of HCFC-141, HCFC-142b, and HCFC-21.
(Malaysia has not seen import of HCFC-141, HCFC-142b and HCFC-21 in recent past
and hence it is decided not to issue licenses for these substances). This intervention
will result in the additional phase-out of 0.94 ODP tonnes of HCFC-141, 0.79 ODP
tonnes of HCFC-141b and 0.74 ODP tonnes of HCFC-21 from Ma[aysms total
consumption)

Thus, HPMP Stage [l will result in total phase-out of 146.24 ODP tonnes of HCFCs.

12.

Strategy components and their cost break-up

Polyurethane foam sector plan
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The HCFC phase-out strategy in the polyurethane foam sector will comprise of the following
components:

Seventy-seven enterprises will be converted to low-GWP alternatives, including pre-
blended hydrocarbons (HC), HC and HFO, with a total phase-out of 78.37 ODP tonnes
of HCFC-141b. Of the 77 enterprises, 67 are eligible (with a consumption of 70.99
ODP tonnes), one is non-Article 5-owned (0.18 ODP tonnes), and nine were
established after the 21 September 2007 cut-off date (7.2 ODP tonnes).

Considering that 1 ODP tonne of HCFC-141b will be phased out in the solvent sector

~in later stages of the HPMP, and that the remaining eligible funding of HCFC-141b

after Stage [ of HPMP is 67.94 ODP tonnes, funding is requested for only 66.94 ODP
tonnes. The remaining 4.05 ODP tonnes of HCFC-141b consumption eligible for
funding and the 7.38 ODP tonnes of consumption ineligible for funding would be
phased out without funding from the Multilateral Fund. Therefore, off the 67.94 ODP
tonnes remaining eligible for funding after Stage | of HPMP, 66.94 ODP tonnes would
not be deducted from Malaysia’s remaining consumption, leaving 1 ODP tonnes of
remaining HCFC-141b tonnage eligible for funding to cover the solvent sector in future
stage of HPMP.

A staged approach will be used with enterprises with consumption above 5 MT
converted during 2017-2018, and the remaining smaller enterprises from 2019 to 2021,
in anticipation of the further optimization and introduction of low-cost, low-GWP
alternatives developed during Stage .

Technical support to the sector for information dissemination on emerging low-GWP
alternatives.

The costs of testing, trials and training for enterprises are estimated based on their total HCFC
consumption. Consumption less than 500 kg would be USD 1,300; USD 3,000 for enterprises
with consumption between 500 kg and 1 MT; USD 6,000 for enterprises with consumption
between 1 and 20 MT; and USD 10,000 for enterprises with consumption greater than 20 MT.
Incremental Operating Costs (I0Cs) are calculated at USD 5.90/kg for HFOs and zero costs
for HCs and pre-blended HCs.

Given the large number of enterprises that would be converted, technical assistance support
needs to be provided to the enterprises in the country. This would include both eligible and
non-eligible enterprises. Such support would be in the form of technical information outreach
workshops for beneficiary enterprises (with total number of 5 workshops). The fund requested
under the TA is USD125,000.

Summary of the overall costs for the polyurethane foam sector is presented below:
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Table [I-3: Approved cost break-up of PU foam sector plan

Below 1 9 if;'%”ced 3.71 20,200 21,889 | 42,089 39,219
1105 26 E‘E‘éuced 72.56 166,000 | 428,080 | 584,080 549,758
sto20 | 22 | peoeed 194.42 | 132,000 | 1,147,054 | 1,279,054 | 1,206,137
HCs and
pre-blende
Above 20 10 dHCs,one | 37466 | 1,800,771 | 380,000 | 2,180,771 2,056,448
reduced
HFO
Ineligible 10 low-GWP 67.13 nia na nfa na
enterprise
TA 125,000
Total 77 712.47 | 2,108,971 | 1,977,024 | 4,085,995 | 3,976,563
Cost Effectiveness (CE) of eligible phase-out (USD/kg) 6.53
CE of project (USD/kg) 5.58
13. Solvent sector plan

Stage I does not include the phase out of HCFCs in the solvent sector since there are limited
alternatives that are cost-effective, safe and low-GWP. instead, only TA (USD 12,500} to the
sector for a workshop on ODS-free alternatives will be provided, on the understanding that a
proposal to phase out consumption in the solvent sector will be submitted in stage lll of the
HPMP.

14, Refrigeration and air-conditioning sector plan

The refrigeration and air-conditioning sector plan includes both manufacturing and servicing
sector plan. The phase-out strategy for manufacturing sector will comprise of following
compoenent:

» Technical assistance (TA) for enterprises in manufacturing of refrigeration and air-
conditioning equipment on conversion of HCFC-22 to low-GWP based alternative technology.

TA will be provided through workshops, one per year (USD 20,000), for five years at a total
cost of USD 100,000 to support the conversion of enterprises to low-GWP alternatives (e.g.,
R-600a, carbon dioxide, ammeonia, and low-GWP blends, should those become available) in
the refrigeration sector and HFC-32, HC-290 and low-GWP blends, should those become
available, in the AC sector. While non-Article 5-owned AC manufacturers are expected to
phase-out their consumption without funding from the Multilateral Fund and following their
strategy, TA activities would include participation of all enterprises in the RAC sector to inform
them on alternative technologies and to facilitate the achievement of phase-out.

The phase-out strategy for servicing sector will comprise of following component:

e Service sector infrastructure capacity building through equipment support to technical
training institution;

e Centers of excellence for training technicians on handling flammable refrigerants;
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Training of trainers for adoption of good service practices and servicing equipment
using alternatives; and

Technical support to the sector for information dissemination on emerging low-GWP
alternatives. : _

This strategy considered for both manufacturing and servicing sector takes into account (a)
need for the country to achieve their compliance targets, (b} market factors that affect the
choice of technology by enterprises particularly the A2 owned enterprises1 and SMEs, (c)
equipping service infrastructure to gear up adoption of good service practices and using low
GWP flammable technologies.

In addition to these activities, the Government would implement policies and regulatory
measures to prohibit use of HCFCs in manufacturing, assembly and installation of HCFC
based equipment progressively keeping in mind compliance requirement and phase-out
trends in the market.

Summary of the overall costs for RAC sector including servicing sector is presented below.

Table 11-4: Cost break-up of RAC sector plan -

1 Technical assistance workshops (total 5 workshops: one per year for RAC 100.000
manufacturing sector at USD 20,000 per year) ’

9 Equipment support to 21 training institutions in Malaysia on good servicing 679 000
practices at USD 32,000 each :

3 Equipment support for two centres of excellence (incremental) for training 50.000
service technicians on handiing flammable refrigerants '

4 Training of trainers (5-day program for 100 trainers) 100,000

5 Customs and enforcement officers training for monitoring and controlling 200.000
HCFCs (480 trainees) !

6 Technology training on new refrigerants , 119,000

7 Equipment for 51 authorized training centres 408,000
Total 1,649,000

15. Project management activities:

The main activities under the project management component are.

Prepare annual work plan for implementation of HPMP Stage-|l;

Manage operations of the staff of the project management unit;

Identify beneficiaries and facilitate/ follow-up signature of performance based payment
contracts with the beneficiaries; ‘
Project monitoring and verification with the industry;

Ensure timely completion of verification activities as required under the Agreement
and/or based on specific Executive Committee decision;

Design and implement regulations for controlling and monitoring of HCFCs; and
Knowledge management and documentation on technology and policy issues that
would be helpful for HPMP implementation

1 A2 owned air-conditioner manufacturers are expected to phase-out HCFC based air-conditioners on their own
following their corporate technology strategy.
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The Project Management Unit will start implementing the project from 2017 to 2021. Summary
of the overall costs for PMU components for a period of 5 years is presented in Table 2-5.

Table II-5: Cost break-up of project management

osts (USD)_

Project Office Staff — PMU

(2 persons)

160,000

Operating expenses for project 20,000 80,000
Travel expenses 20,000 80,000
30,000 120,000

Verification expenses for enterprises

60,000

Annual verification

500,000

16. Phase-out targets for HPMP Stage-||

The approved cost of the activities proposed in HPMP Stage-ll amounts to USD 6,138,063,
including USD 500,000 for the PMU costs. As shown in Table 2-6. HPMP Stage-l will result
in the phase-out of 146.24 ODP tonnes of HCFCs with an overall cost effectiveness (CE) of

USD 2.99/kg.

Table 11-6: Approved cost for Stage |l of the HPMP

Py foarAn. HCFC- 608.55 66.94 3,976,563 6.53
. 141b

AC manufacturing sector HCFC-22 1,068.91 58.79 100,000 0.09

Refrigeration manufacturing HCFC-22 5.27 0.29

RAC servicing HCFC-22 322.73 17.75 1,649,000 4.80

TA for soivent sector n/a - - 12,500 nfa

PMU n/a - - 500,000 n/a

Sub-total All 2,006.45 | 143.77 6,138,063 3.06
HCFC-141 13.43 0.94 - -

HCFCs no longer consumed | I{EJ‘Z’;C 1215 0.79 ) )
HCFC-21 18.50 0.74 - -

Total All 2,049.54 | 146.24 6,138,063 2.99

The net impact of HPMP Stage-ll is presented in Table 2-7 with remaining eligible
consumption after implementation of HPMP Stage-Il.
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Table 11-7: Remaining eligible consumption after implementation of HPMP Stage-l {in
: ODP tonnes)

HCFC-123

C
HCFC-141 Cc I .94 0.94 0.94 0.00
HCFC-141b C | 162.54 04.6 67.94 66.94 1.00
HCFC-142b C 1 0.79 0.78 0.79 0.00
HCFC-21 C i 0.74 0.74 0.74 0.00
HCFC-22 C | 340.54 17.25 332.29 76.83 255.46
HCFC-225 C [ 0.08 ‘ 0.08 0.00 0.08
Total 515.76 | 111.85 403.91 146.24 257.67

Thus, the HPMP Stage-ll of Malaysia for the period 2016 to 2021 will result in reduction of
HCFC consumption by 49.94 per cent of the baseline.

Keeping in view the above phase-out to be achieved in HPMP Stage-II, the Government of
Malaysia proposes to adopt the following targets for HCFC consumption levels up to 2021
(table 2-8). Along with the phase-out targets funding tranches for 2017, 2018, 2019 and 2021
are provided in Table 2-8.

Table [1-8: HPMP Stage-ll phase-out targets and tranche flow

Montreal
Protocol
reduction
schedule of
Annex C, 46418 | 464.18 | 464.18 | 464.18 335,24 | 335.24 nfa
Group |
substances
(ODP
tonnes}

Maximum
allowable
total
consumption
of Annex C, 438.40 | 438.40 | 438.40 | 400.00 335.24 | 309.46 n/a
Group |
substances
(ODP
tonnes)

Total
funding flow | 3,507,938 0 ¢ 2,475,225 | 154,900 0 6,138,063
{(USD)

17. Project Objectives, Outcomes and Outputs/ Activities

The activities/interventions envisaged under the HPMP Stage-ll will result in the following
outputs:
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e  Qulput 1: Conversion of PU foam sector.

e Quiput 2: Technical Assistance for foam, solvents and RAC manufacturing and
servicing sector.

o Quiput 3: Project management and co-ordination.

These outputs are expected to contribute to achieving the following Country Programme
Outcome as defined in Country Programme Action Plan (CPAP) (2016-2020):

e Priority 2. Sustainable and resilient development

e Priority 2a: Enhancing national resiliency to climate variability and change. Innovative
mitigation actions promoting use of clean technology, sustainable production and
consumption and eco-efficiency.

« Priority 2b: Value natural capital, reduce enwronmental impacts and improve access
to quality ecosystem services:

. *Manage and coordinate projec

ACTIVITY/INTERVENTIONS

The projects envisaged under the HPMP Stage-ll will promote inter sectoral coordination and
capacity development to ensure effectiveness and efficiency across the various agencies
involved in management of Ozone Depleting Substances. Malaysia has taken a proactive
approach in phasing out controlled substances under the Montreal Protocol. It has formulated
policies and legislations to restrict and limit the use of these controlled substances. These
policies and strategies have provisions for the monitoring of the importation and consumption
of controlled substances as well as for promoting the use of non-ODS substitutes and
alternatives in existing industries and new investments.

This is evident where joint monitoring and enforcement activities are required, involving the
Customs Department, Department of Environment, MITI, MNRE, UNDP and targeted
beneficiaries. The National Ozone Unit will be responsible for the capacity building of the
Customs Department, other agencies and targeted beneficiaries from the private sector
involved in the management of Ozone Depleting Substances. Regular training, capacity
building, awareness programme will be held to update their knowledge on new technology,
regulations and policies, which will result in active participation from the stakeholders under
the HPMP Stage-ll. The partnership will be beneficial to all agencies concerned as information
and knowledge will be shared for effective and efficient monitoring and enforcement activities.

Mainstreaming Gender and Vulnerable Communities Issues

Gender and community issues will be considered throughout the project planning and
implementation stages. During the survey stage, elements of gender were incorporated in the
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survey questionnaire. It was noted that even though women were not discriminated in
participating at managerial level or as general worker, the nature of business, is not attractive
to women in general. Nevertheless, there are still women who has partnerships in a company
or at decision making level, but their numbers are few. Where ever possible, the project will
ensure participation of women and the vulnerable groups during training, workshops, seminar
and public awareness programme. With their participation in these activities, it will provide
them with access to knowledge and skills they require to be active participants in other
initiatives which address climate change. Where possible, their engagement throughout the
project will be reported to monitor that their perspectives have been included to achieve the
outcomes of the project.
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V. MANAGEMENT ARRANGEMENTS

The project will be implemented following UNDP’s National Implementation Modality (NiM),
per the Standard Basic Assistance Agreement between UNDP and the Government of
Malaysia and the Country Programme.

Project management and coordination is an integral part of HPMP Stage-ll. This component
essentially helps in management of proiect activities under HPMP to ensure timely and
systematic implementation of HPMP Stage-[l. The main activities that would be undertaken
under the project management component are listed in Section 2.

HPMP Stage [l will be implemented under the National Implementation Modality (NIM). The
framework that was successfully used during the Stage-I will be primarily used for supervision
and management of implementation, with changes as necessary to respond to evolving needs.
The Department of Environment (DOE) will coordinate the implementation, through the
National Ozone Unit (NOU). The NOU will have the overalf coordination role and will undertake
the day-to-day implementation supervision and project management. The NOU will be
supported by the Ministry of Natural Resources and Environment as well as national and
international technical experts as needed. UNDP is designated as the implementing agency
for the HPMP and will be responsible for project and financial management, as well as for
providing technical and policy backstopping.

Senior beneficiary: ir: Senior supplier:
MNRE TKP (DOE) UNDP Malaysia

National Steering Committee (NSC)

A National Steering Committee (NSC) will provide guidance and direction to the project
implementation process per the established detailed work plan monitoring tool. The
Committee will be composed of representatives from EPU, MNRE, UNDP Malaysia, and other
relevant stakeholders to be identified. The Chair of the NSC is the Secretary General of the
Ministry of Natural Resources and Environment (MNRE).
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Project Steering Commitiee (PSC)

A Project Steering Committee (NPSC) will be convened by the Department of Environment
(DOE), and will serve as the Project’s coordination and decision-making body. It will provide
guidance and direction to the project implementation process per the established detailed work
plan monitoring tool. The PSC will assist the NSC in handling all technical and operational
matters of the project. The members of the PSC will consist of representatives from the DOE,
EPU, Customs Department, MITI, MNRE, UNDP and other relevant stakeholders to be
determined by the National Steering Committee.

Technical Working Group (TWG)

A Technical Working Group may be formed on the advice of the PSC. The technical working group will
comprise of NOU (secretariat), UNDP, MITI, DOSH, experts in the area of foam and refrigerant to be

identified by the secretariat. The PSC may also recommend any other agencies or experts to be part of
the TWG.

Ozone Protection Unit, Air Division, DOE
The Ozone Protection Unit (OPU) within the Air Division of the Department of Environment
(DOE) acts as a National Focal Point (NFP) for the implementation of the Montreal Protocol

and is responsible for the overall coordination of ODS Phase-out programme in Malaysia.
DOE wilt have the following roles and responsibilities:

¢ Overall responsibility for supervision and monitoring of implementation:
¢ Coordination of activities among various stakeholders and partners;

« Developing appropriate policy and regulatory actions, including review and
coordination amongst different government departments and ensuring their enactment
and enforcement;

¢ Executing performance-based agreements with enterprises participating in the HPMP
for technology conversions and HCFC phase-out, and endorsing disbursements to the
enterprises based on agreed performance targets;

= Establishing completion of enterprise level technology conversions and phase-out of
HCFCs;

o Coordinating among various HCFC-consuming sectors at national level to ensure that
the agreed national-level phase-out targets and consumption targets are met;

¢ Facilitating stakeholder consultations:

« Conducting awareness and oufreach activities to ensure communication and
dissemination of information to stakeholders and public;

¢ Facilitating performance verification and financial audit as required:;

¢ Preparing annual implementation plans and progress reports in accordance with the
provisions of the HPMP agreement between the Executive Committee of the
Multilateral Fund and Government and reports as may be required by UNDP.

In addition, the NOU also acts as the Secretariat to the NSC and PSC.
United Nations Development Programme (UNDP) |

UNDP is the implementing agency for the overall HPMP including a#f HCFC consuming sectors. UNDP
supports the project in various ways, such as:

* Supporting DOE in ensuring an effective and smooth implementation process:

¢ Providing assistance for policy/regulatory actions, management and technical support
to DOE as and when required;
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e Assisting DOE in the process of consultations with stakeholders on the technical and
logistical aspects of HPMP implementation;

e Supporting DOE in the review and endorsement process for enterprise-level
technology conversions and phase-out agreements;

= Assisting DOE and stakeholders in alternative technologies and technology transfer;

e Assisting DOE in identification and recruitment of expert(s) and project staff as
required;

e Ensuring performance verification and disbursements in accordance with the HPMP
agreement between the Executive Committee of the Multilateral Fund and Government
of Malaysia; '

e Assisting DOE in the preparation and submission of annual implementation plans,
progress reports and requests for future funding tranches, as stipulated in the HPMP
agreement between the Executive Committee of the Multilateral Fund and Government
of Malaysia;

e Undertaking consultations and clarifications with MLF Secretariat as may be required
In context of submission and approval of annual implementation plans and progress
reports;

e Carrying out the required monitoring and supervision missions.
e Carrying out procurement of equipment, project staff and consultants
National Proiect Director (NFD}

The National Project Director is a government appointee with sufficient hierarchy to guide the
whole project structure, approve activities as laid out in the project document and approve
payments as per the Annual Work plan. The person is also responsible for coordinating
project activities among various parties for the project. Among these responsibilities are
ensuring that the project document and project revisions requiring Government's approval are
verified and processed through the Government coordinating authority in accordance with
established procedures and providing direction and guidance on project related issues. The
NPD is the Director, Air Division, Department of Environment.

National Project Manager (NPM)

The NPM is responsible in running the day-to-day coordination of the project with guidance
from an authorized officer of the implementing agency. The person ensures that the project
produces the results specified in the project document to the required standard of quality and
within the specified constraints of time and cost. The NPM will be recruited and report
administratively and programmatically to both the NPD and UNDP. The person will assist in
timely preparation of the progress reports, and provide the information needed for
disbursement of funds.

Project Assurance

The Project Assurance role supports the Project Board (the Project Steering Committee) by
carrying out objective and independent project oversight and monitoring functions. This role
ensures that appropriate project management milestones are managed and completed. Risks
will be periodically reviewed to ensure the risks are mitigated and manageable. Necessary
actions taken to overcome any project challenges will be discussed as well.

Financial Management

UNDP will provide required financial resources, based on approved Annual Work Plan (AWP),
to the Implementing Partner to carry out project activities during the annual cycle. Under the
Harmonized Approach to Cash Transfer (HACT), the following modalities may be used:
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o Direct cash transfers to the Implementing Partner, for obligations and expenditures to
be made by them in support of activities;

e Direct payments to vendors and other third parties, for obligations incurred by th
Implementing Partner; '

¢ Reimbursement to the Implementing Partner for obligations made and expenditure
incurred by them in support of activities

The Funding Authorization and Certificate of Expenditures (FACE) form {Annex G) shall be
used for all the above cash disbursements as well as for expenditure reporting. The
Implementing partner and Project Manager will work closely with UNDP to monitor the use of
the financial resources and are accountable for:

o Managing available resources under the HPMP Stage 1l to achieve the expected
resuits

Maintaining an up to-date accounting system that contains records and controls to ensure the
accuracy and reliability of financial information and reporting. Expenditures made should be
in accordance with the Annual Work Plans and budgets.

At the end of a quarter/fyear, UNDP prepares a Combined Delivery Report (CDR) which
records all disbursements made under the project for verification. The Implementing Partner
and UNDP should sign this CDR.

A project revision shall be made when appropriate; to respond to changes in the development
context or to adjust the design and resources allocation to ensure the effectiveness of the
project provided that the project remains relevant to the Country Programme. A project
revision shall be supported by the record of an approval decision made by the project PSC,
and an updated and signed AWP.

UNDP Support Services

UNDP will provide Direct Project Services as requested by Government, i.e. Department of
Environment, Ministry of Natural Resources and Environment (MNRE) and parties will enter
an agreement with UNDP for support services in the form of procurement of goods and
services during the project implementation process. In such a case, appropriate cost recovery
will be charged as per UNDP rules and regulations. The support services will be outlined in
the form of Letter of Agreement signed between DOE and UNDP (See Annex E.). In providing
such support services, the UNDP Country Office shall ensure that the capacity of the
Government-designated institution is strengthened. The UNDP Country Office may provide,
at the request of the designated institution, the following support services for the activities of
the programme/project:

e |dentification and/or recruitment of project and programme personnel;
e |dentification and facilitation of training activities;
e Procurement of goods and services;

The above will be carried out based on UNDP policies and procedures following the principles
of best value for money, fairness, integrity, tfransparency, and effective competition. UNDP
shall charge to the project as per the Universal Price List and/or Local Price List where
required.

UNDP will alse charge for the support services provided as follows:
a) Direct cost for implementation support services {(ISS) for activities under the project
In-Kind Contribution '

In addition to the financial resources through UNDP, the implementing partner will provide the
following in-kind contribution:
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e Assist in gaining access to all relevant data and information required to for the project
that is accessible for public viewing;

» -~ Assist in coordinating with other agencies and ministries
s Office space for the Project Manager, consultants and experts at DOE

e Use of office support facilities by the Project Manager, consultants and experts (e.g.
fax machine, stationery, photocopying machine, telephone), and secretarial support
where applicable;

o Facilities for convening meetings, workshops and seminars.
Any reimbursable expenses can be borne by the project fund as agreed in the AWP.
V. MONITORING FRAMEWORK AND EVALUATION

The project resuits as outlined in the project results framework will be monitored annually and
evaluated periodically during project implementation to ensure the project effectively achieves
these results.

Project-level monitoring and evaluation will be undertaken in compliance with UNDP
requirements as outiined in the UNDP POPP and UNDP Evaiuation Policy. While these UNDP
requirements are not outlined in this project document, the UNDP Country Office will work with
the relevant project stakeholders to ensure UNDP M&E requirements are met in a timely
fashion and to high quality standards.

M&E Oversight and monitoring responsibilities:

Project Manager: The Project Manager is responsible for day-to-day project management and
regular monitoring of project results and risks, including social and environmental risks. The
Project Manager will ensure that all project staff maintain a high level of transparency,
responsibility and accountability in M&E and reporting of project results.

The Project Manager will develop annual work plans based on the multi-year work plan
included in Annex A, including annual output targets to support the efficient implementation of
the project. The Project Manager will ensure that the standard UNDP M&E requirements are
fulfilled to the highest quality.

Project Board: The Project Board will take corrective action as needed to ensure the project
achieves the desired results. The Project Board will hold project reviews to assess the
performance of the project and appraise the Annual Work Plan for the following year. In the
project's final year, the Project Board will hold an end-of-project review to capture lessons
learned and discuss opportunities for scaling up and to highlight project results and lessons
learned with relevant audiences. This final review meeting will also discuss the findings
outlined in the project terminal evaluation report and the management response. The project
board is the Project Steering Committee.

Project Implementing Partner: The Implementing Partner is responsible for providing any and
all required information and data necessary for timely, comprehensive and evidence-based
project reporting, including results and financial data, as necessary and appropriate. The
Implementing Partner will strive to ensure project-level M&E is undertaken by national
institutes, and is aligned with national systems so that the data used and generated by the
project supports national systems.

UNDP Country Office: The UNDP Country Office will support and provide technical advisory
to the Project Manager as needed, including site visits as and when necessary. UNDP may
initiate M&E missions according to the schedule outlined in the annual work plan. Mission
reports will be circulated to the project team within one month of the mission. The UNDP
Country Office will also ensure that the standard UNDP M&E requirements are fulfilled to the
highest quality.
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The UNDP Country Office is responsible for complying with all UNDP project-level M&E
requirements as outlined in the UNDP POPP. This includes ensuring the UNDP Quality
Assurance Assessment during implementation is undertaken annually; that annual targets at
the output level are developed, and monitored and reported using UNDP corporate systems;
the regular updating of the ATLAS risk log; and, the updating of the UNDP gender marker on
an annual basis hased on gender mainstreaming progress reported in the UNDP ROAR. Any
quality concerns flagged during these M&E activities must be addressed by the UNDP Country
Office and the Project Manager. '

The UNDP Country Office will retain all M&E records for this project for up to seven years after
project financial closure in order to support ex-post evaluations undertaken by the UNDP
Independent Evaluation Office (IEO) and/or the GEF Independent Evaluation Office (IEQ).

Audit: The project will be audited according to UNDP Financial Regulations and Rules and
applicable audit policies on NIM implemented projects.?

Vi LEGAL CONTEXT

This document together with the CPAP signed by the Government and UNDP which is
incorporated by reference constitute together a Project Document as referred to in the
Standard Basic Assistance Agreement (SBAA) and all CPAP provisions apply to this
document.

Consistent with the Article 11l of the SBAA, the responsibility for the safety and security of the
implementing partner and its personnel and property, and of UNDP’s property in the
implementing partner’s custody, rests with the implementing partner.

The implementing partner shall;

a) put in place an appropriate security plan and maintain the security plan, taking into
account the security situation in the country where the project is being carried;

b) assume all risks and liabilities related to the implementing partner’'s security, and the
full implementation of the security plan.

UNDP reserves the right to verify whether such a plan is in place, and to suggest modifications
to the plan when necessary. Failure to maintain and implement an appropriate security plan
as required hereunder shall be deemed a breach of this agreement.

The implementing partner agrees to undertake all reasonable efforts to ensure that none of
the UNDP funds received pursuant to the Project Document are used to provide support to
individuals or entities associated with terrorism and that the recipients of any amounts
provided by UNDP hereunder do not appear on the list maintained by the Security Council
Committee established pursuant to resolution 1267 (1999). The list can be accessed via
htto.//www.un.org/Docs/sc/icommittees/1267/1267ListEng.htm. This  provision must be
included in all sub-contracts or sub-agreements entered into under this Project Document.

2 See guidance here: htips://info.undp.crg/gicbal/papp/frm/pages/financial-management-and-execution-modalities.aspx
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VI, ANNEXES

ANNEX A: Multi-year Budget

ANNEX B: Social and Environmental Screening Template (SESP)

ANNEX C: Risk Log '

ANNEX D: Terms of Reference

ANNEX E: Resulis of the capacity assessment of the Project implementing Partners and
HACT micro assessment

ANNEX F: FACE form

ANNEX G:  Annual Project Report (APR)

ANNEX H List of Eligible SMEs

ANNEX I Annual Workplan
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SESP Attachment 1. Social and Environmental Risk Screening Checklist

Could the Project lead to adverse impacts on enjoymént of the human rights (civil, political,

. . A No

economic, social or cultural) of the affected population and particularly of marginalized groups?

2. Is there a likelihood that the Project would have inequitable or discriminatory adverse impacts on
affected populations, particularly people living in poverty or marginalized or excluded individuals or No
groups?®

3. Could the Project potentially restrict availability, quality of and access to resources or basic services, No
in particular to marginalized individuals or groups?

4, Is there a likelihood that the Project would exclude any potentially affected stakeholders, in particular No
marginalized groups, from fully participating in decisions that may affect them?

5. Are there measures or mechanisms in place to respond to local community grievances? No

6. Is there a risk that duty-bearers do not have the capacity to meet their obligations in the Project? No

7. Is there a risk that rights-holders do not have the capacity to claim their rights? No

8. Have local communities or individuals, given the opportunity, raised human rights concerns No
regarding the Project during the stakeholder engagement process? _

9. Is there arisk that the Project would exacerbate conflicts among and/or the risk of violence to project- No
affected communities and lr‘ld!\:'lduals’>

iPrmc[pIe & nd : Equallty and.Wome s Emp_'_: werm'__:' t

1.

Is there a likelthcod that the proposed Project would have adverse |mpacts on gender equality and/for
the situation of women and girls?

No

Would the Project potentially reproduce discriminations against women based on gender, especially
regarding participation in design and implementation or access to opportunities and benefits?

No

Have women's groupsfleaders raised gender equality concerns regarding the Project during the
stakeholder engagement process and has this been included in the overall Project proposal and in
the risk assessment?

No

Would the Project potentially limit women’s ability to use, develop and protect natural resources,
taking into account different roles and positions of women and men in accessing environmental
goods and services?

For example, activilies that could lead to natural resources degradation or depletion in communities

who depend on these resources for the:r hvehhoods and weﬂ bemg

No

Would the Pro;ect potentlaEIy cause adverse [mpacts to habltats (e g. medified, natural and critical
habitats) and/or ecosystems and ecosystem services?

For example, through habitat loss, conversion or degradation, fragmentation, hydrological changes

No

3 Prohibited grounds of discrimination include race, ethnicity, gender, age, language, disability, sexual orientation,
religion, political or other opinion, national or social or geographical origin, property, birth or other status including
as an indigenous person or as a member of a minority. References to “women and men” or similar is understood
te include women and men, boys and girls, and other groups discriminated against based on their gender identities,
such as transgender people and transsexuals.
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1.2

Are any Project activities proposed within or adjacent to critical habitats and/or environmentally
sensitive areas, including legally protected areas (e.g. nature reserve, national park), areas

facilitate encroachment on lands by illegal sefflers or generate unplanned commercial development
along the route, pofentially in sensitive areas. These are indirect, secondary, or induced impacts
that need to be considered. Also, if similar developments in the same forested area are planned,
then cumulative impacts of multiple aclivities {even if not part of the same Project) need to be
considered. '

No
proposed for protection, or recognized as such by authoritative sources and/or indigenous peoples
or local communities?
1.3 Does the Project involve changes to the use of lands and resources that may have adverse impacts
on habitats, ecosystems, and/or livelihoods? (Note: if restrictions and/or limitations of access to No
lands would apply, refer to Standard 5)
1.4 Would Project aclivities pose risks to endangered species? No
1.5  Would the Project pose a risk of introducing invasive alien species? No
16  Does the Project involve harvesting of natural forests, plantation development, or reforestation? No
1.7  Does the Project involve the production and/or harvesting of fish populations or other aquatic No
species?
1.8 Doas the Project involve significant extraction, diversion or containment of surface or ground water? No
For example, construction of dams, reservoirs, river basin developments, groundwaler extraction
1.9 Does the Project involve utilization of genetic resources? {e.g. collection andfor harvesting, No
commercial development}
1.10  Would the Project generafe potential adverse transboundary or glebal environmental concerns? No
1.11  Would the Project resulf in secondary or consequential development activities which could lead to
adverse social and environmental effects, or would it generate cumulative impacts with other known
existing or planned activities in the area?
For example, a new road through forested lands will generafe direct environmenfal and social
impacts (e.g. felling of trees, earthworks, potential relocation of inhabitants). The new road may also No

Will the proposed Project result in significant® greenhouse gas emissions or may exacerbate climate

For example, changes fo land use planning may encourage further development of floodplains,
poteniially increasing the populfation’s vulnerability to climate change, specifically flooding

N
change? ©
2.2 Would the potential outcomes of the Project be sensitive or vulnerable to potential impacts of climate No
change?
2.3 s the proposed Project likely fo directly or indirectly increase social and environmental vulnerability
to climate change now or in the future (also known as maladaptive practices)? No

3.1

Would elements of Project construciion, operation, or decommissioning pose potential safety risks

i No
-to local communities?
3.2 Would the Project pose potential risks to community health and safety due to the transport, storage,
and use and/or disposal of hazardous or dangerous materials {(e.g. explosives, fuel and other No
chemicals during construction and operation)?
3.3  Does the Project involve large-scale infrastructure development {e.g. dams, roads, buildings)? No

*in regards to CO,, ‘significant emissions’ corresponds generally to mere than 25,000 tons per year (from both direct and

indirect sources). [The Guidance Note on Climate Change Mitigation and Adaptation provides additional information on

GHG emissions.]
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3.4 Would failure of structural efements of the Project pose risks to communities? (e.g. collapse of

indigenous peoples, including through access restrictions to lands, territories, and resources?

N
buildings or infrastructure) 0

3.5  Would the proposed Project be susceptible to or lead to increased vulnerability to earthquakes, No
subsidence, landslides, erosion, flooding or extreme climatic conditions?

3.6 Would the Project result in potential increased health risks (e.g. from water-borne or other vector- No
borne diseases or communicable infections such as HIV/AIDS)?

3.7 Does the Project pose potential risks and vulnerabilities related to occupational heaith and safety
due to physical, chemical, biological, and radiological hazards during Project construction, No
operation, or decommissioning?

3.8 Does the Project involve support for employment or livelihoods that may fail to comply with national No
and international labour standards (j.e. principles and standards of 1.0 fundamental conventions)?

3.8 Does the Project involve support for employment or livefihcods that may fail to comply with national No
and international labour standards (i.e. principles and standards of iLO fundamental conventions)?

3.9 Does the Project engage security personnel that may pose a potential risk to health and safety of No
communities and/or individuals (e.g. due to a lack of adequate training or accountability)?

Standard 4: Cultural Heritage

4.1 Wil the proposed Project result in interventions that would potentially adversely impact sites,
structures, or objects with historical, cultural, artistic, traditional or religious values or intangible forms No
of eulture (e.g. knowledge, innovations, practices)? (Note: Projects intended to protect and conserve
Cultural Heritage may also have inadvertent adverse impacts)

4.2  Does the Project propose utilizing tangible and/or intangible forms of cultural heritage for commercial No
or other purposes?

Standard 5: Displacement and Resettlement

5.1 Would the Project potentially involve temporary or permanent and full or partial physical No
displacement?

52  Would the Project possibly resuit in economic displacement {e.g. ioss of assets or access to
resources due to land acquisition or access restrictions — even in the absence of physical No
relocation)?

53  Isthere a risk that the Project would lead to forced evictions?5 No

54  Would the proposed Project possibly affect land tenure arrangements and/or community based No
property rights/customary rights to land, territories andfor resources?

Standard 6: indigenous Peoples

6.1  Aseindigenous peoples present in the Project area (including Project area of influence)? No

6.2 Isit likely that the Project or portions of the Project will be located on lands and territories claimed No
by indigenous peoples?

83  Would the proposed Project potentially affect the rights, lands and territories of indigenous peoples No
{regardiess of whether Indigenous Peoples possess the legal titles to such areas)?

164 Has there been an absence of culturally appropriate consultations carried out with the objective of
achieving FPIC on matters that may affect the rights and interests, lands, resources, territories and No
traditional livelihoods of the indigenous peoples concerned?

8.4 Does the proposed Project involve the utilization andfor commercial development of natural No
resources on lands and territories claimed by indigencus peoples?

8.5  is there a potential for forced eviction or the whole or partial physical or economic displacement of No

° Forced evictions include acts and/or omissions involving the coerced or inveluntary displacement of individuals,
groups, or communities from homes and/for lands and common property resources that were oceupied or depended
upon, thus eliminating the ahility of an individual, group, or community to reside or work in a particular dwelling,
residence, or location without the provision of, and access to, appropriate forms of legal or other protections.
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Would the Project adversely affect the development priorities of indigenous peoples as defined by

5.6
No

them?

6.7  Would the Project potentially affect the traditional livelihoods, physical and cultural survival of No
indigenous peoples?

6.8  Would the Project potentially affect the Cultural Heritage of indigenous peoples, including through No
the commercialization or use of their traditional knowledge and practices?

Standard 7: Pollution Prevention and Resource Efficiency

7.1 Would the Project potentially result in the release of pollutants to the environment due to routine or
non-routine circumstances with the potential for adverse local, regicnal, and/or transboundary No
impacts?

7.2 Would the proposed Project potentially result in the generation of waste {both hazardous and non- No
hazardous})?

7.3 Will the proposed Project potentially involve the manufacture, trade, release, andfor use of
hazardous chemicals and/or materials? Does the Project propose use of chemicals or materials
subject to international bans or phase-outs? No

For example, DDT, PCBs and other chemicals listed in international conventions such as the Stockholm
Conventions on Persistent Organic Pollutants or the Montreal Protocol

7.4 Wil the proposed Project invelve the application of pesticides that may have a negative effect on No
the environment or human health?

7.5  Does the Project include activities that require significant consumption of raw materials, energy, No

and/or water?
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ANNEX C: RISK LOG

Detay in

UNDP

DOE/UNDP

Procurement Project initiation | Operational support  will
and decision | date implementation improve outreach to
making and enforcement | potential consultants
process of the envisaged | and consultancy firms,
regulatory as well as speed up
measures. procurement processes.
Effective Close and  regular
controls on coordination  between
HCFCs willnot | yNDP, DOE and other
be in place and government
may lead to non- | departments and
compliance with | agencies will make the
provisions of decision-making
ExCorn process faster.
agreement
P=3
Management Project initiation | Programme | Delay in The project will make | DOEMNDP
and date implementation use the management
coordination and effective arrangement
between key controis on established under the
government HCFCs will not HPMP Stage-l and close
agencies and be in place and and regular coordination
ministries, as may lead to non- | between UNDP, DOE
well as other compliance with | and other government
stakeholders provisions of departments and
ExCom agencies will be
agreement maintained.
P =2,
Insufficient Project ‘ Programme | HCFC phase-out | Improved project DOE/UNDP
awareness, Implementation at enterprise- management through
technical level may not regular monitering of
knowledge, take place as enterprise-level
data planned activities. Regular
availability, P=3 consultations with
avaitability of technical experts and
alternative closely monitoring
technologies technological
developments
Timely Project Operational | HCFC phase-out | Cost effectiveness will DOE/MNDP
disbursement | Implementation at enterprise- be closely monitored
of fund and level may not and completion of
any short-fall take place as actives such as
in funds planned verification as planned.
P=1,
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ANNEX D: TERMS OF REFERENCE

PROJECT STEERING COMMITTEE (PSC)

The Project Steering Committee will monitor the conduct of the project and provide strategic
guidance to the project team on the implementation of the project. The PSC will be chaired by
the Director General, Department of Environment, Ministry of Natural Resources and
Environment, or someone assigned by the Director General.

Members of the PSC will consist of representatives from EPU (Environment and Natural
Resources Section} and EPU (Social and International Cooperation Sections), UNDP and
other relevant stakeholders to be determined by the Committee.

The PSC will meet at least once a year and reports to the National Steering Committee on
progress of activities. Then National Ozone Unit will act as Secretariat to the PSC. The PSC
will have the following duties and responsibilities:

Provide policy guidance on matters pertaining to project implementation;

Monitor and evaluate the implementation of the project towards fulfilment of the
objectives stated in the project document;

Review, approve and endorse proposed work plans and budget and any issues raised
by the project;

Initiate remedial actions to overcome all constraints in progress of the project;
Review and approve relevant changes to the project design;

Coordinate the roles of the various organizations involved in the execution of the
project and ensure harmony with related activities; and

Advice on the long-term sustainability strategy of the project.

Review and approve all related reports to the project.
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NATIONAL PROJECT DIRECTOR

The National Project Director (NPD) is a staff member of the Government of Malaysia’s
implementing agency of a UNDP-supported project and in this case will be the Director, Air
Division, Department of Environment. The main responsibility is to coordinate project activities
among the main project partners, and ensure effective and efficient running of the project.

The NPD is tasked with the following functions:

» Ensuring that the project document and project revisions requiring Government's
approval are processed through the Government co- coordinating authority, in
accordance with established procedures;

e Ensure workplans are prepared, in discussion with UNDP, and submitted in timely
manner. -

e Mobilising national institutional mechanisms for smooth progress of project;‘

e Providing formal project/deliverable acceptance and sign-off upon verification of the
project outputs;

e Reviewing project status reports;
e Providing direction and guidance on project-related issues; and

o Providing advice and guidance to the project team.
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ANNEXE. RESULTS OF THE CAPACITY ASSESSMENT OF THE PROJECT
IMPLLEMENTING PARTNER AND HACT MICROC ASSESSNMENT
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Micro Assessment — Department of Environment, Malaysia

1. MICRO-ASSESSMENT FINDINGS

1.1. RISK ASSESSMENT RESULTS

1. Implementing
Partner

Low

The IP is a government organisation in Malaysia that
is responsible for protecting the environment. The
organisation is under the purview of the Ministry of
Natural Resources and Environment of Malaysia.

2. Programme
Management

Low

The organisation prepares work programmes based
on the project document signed by UNDP and the
government of Malaysia, Work programmes include
targets and baselines against which progress on the
objectives is assessed. Ragular meetings, site visits
and check lists are used to monitor and evaluate the
progress of the project.

3. Organizational
Structure and
Staffing

Low

The organisational structure and number of pecple in
the accounting department are adequate for the
current volume and complexity of operations.

Officers and employees of the finance department are
adequately trained to ensure they are equipped with
the necessary skills to carry-out their function,

4. Accounting
Policies and
Procedures

Low

The organisation uses a computerised accounting
system to ensure control in preparation and approval
of transactions and cost allocation to various funding
sources. Finance department has various units fo
ensure segregation of duties and financial control over
transactions. Budgets provide a reasonable measure
of financial control.

The internal audit function is carried-out by the
Ministry of Natural Resources and Environment.

5. Reporting and
Monitering

Low

Annual reports are prepared by the organisation and
are subject to audit by the Auditor General of
Malaysia.

6. Information
Systems

Low

The 1P uses the accounting systemn ESPKB
(Electronic payment and control system) which
generates all required reports automatically, Al
finance staff are trained on how to use this system,

7. Procurement

Low

Procurement policies and procedures of the
organisation are in compliance with the rules and
regulations of the government. Approval thresholds
are set out in the circular issued by the Treasury
Department.

Approval of authorised personnel is required before
purchase transactions can be carried out.




Micro Assessment — Department of Environment, Malaysia

Overall rigk -
assessmont i

* High, Significant, Moderate, Low




Micro Assessment — Depariment of Environment, Malaysia

1.2. SUMMARY OF MANAGEMENT CONTROL FINDINGS

There were no management control findings.

Mark Henderson
Partner
Moore Stephens LLP

5 July 2016
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Micro Assessment — Department of Environment, Malaysia

ANNEX 1: THE ORGANISATION
Mission

The IP is a government agency of Malaysia responsible for ensuring sustainable development of
the country by protecting the environment. The organisation is under the purview of the Ministry
of Natural Resources and Environment.

Key financial information

The most recent financial information for the organisation shows the following:

Year ended 31 December 2014 (MYR)

Inceming rescurces 1,448,130.76
Resources expended 3,676,838.20
Net surplus (deficit) (2,228,707 .44)
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ANNEX G: ANNUAL PROJECT REPORT (APR)

: Gender Marker Ratlng (ATLAS

Activity 1:
Target YEAR XXXX:
Achievement and Results YEAR XXXX:

Activity 2:
Target YEAR XXXX:

Achievement and Results YEAR XXXX:

Remarks if any project activities and targets were not implemented or amended.

outPuT

Activity 1:
Target YEAR XXXX:
Achievement and Results YEAR XXXX:

Activity 2:
Target YEAR XXXX:

Achievement and Results XXXX:

Remarks if any project activities and targets were not implemented or amended.

OUTPUT 3:

Activity 1:
Target YEAR XXXX:
Achievement and Results YEAR XXXX:

Activity 2;
Target YEAR XXXX:

Achievement and Results YEAR XXXX:

Remarks if any project activities and targets were not implemented or amended.
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Section 2: Project Contribution to National Development Agenda in YEAR XXXX

2.1 Contribution to Analysis/ Development/ Refinement of National or Sectoral Policies, Strategies and Action Plans
(Note: Please indicate and elaborate on how the outputs have been utilized by the Implementing Partner to contribute
to analysis/ development/ refinement of National or Sectoral Policies, Strategies and Action Plans. Please also indicate
if the outputs have contributed to the implementation of the 10" Malaysia Plan or inputs into the 11" Malaysia Plan
preparatory work.)

| Yes

L INo

2.2 Contribution to awareness raising or convening on key thematic issues
{Note: Please indicate the thematic issues, objective of activities and the number of participants and affiliations.)

[__lYes | Topic:
Objective:
Participants Pax:

Affiliations {Name the Ministries involved and indicate the number of private sector, civil society
organizations and academia who participated):

[INo

2.3 Contribution to capacity development and institutional arrangements (Mandatory response)
(Note: Please indicate if capacities are being built to implement or sustaln systemic changes.)

[ 1Yes

[ Ino

2.4 Contribution to development of new datasets, statistics or models
(Note: Please indicate if datasets, statistics or models have been generated or improved/ upduated, Please also indicate
on how these have been utilized by the Implementing Partner to strengthen national evidence based policy making. )

[_Ives

[ Ino

2.5 Contribution to Gender Equality

(Note: Please specify aspects of project activities and outputs that have contributed to gender equality, E.g: gender
disaggregated data have been produced; activities was gender inclusive; gender analysis of outputs have been
generated; outputs have been utilized in state/national/agency policies in gender sensitive ways; and/or stakeholder
capacity in collecting, retrieving, and anolyzing dota with a gender perspective have been supported.}

[ Yes

[_InNo

49



2.6 Demonstration or Pilot Initiative
(Note: Please indicate if demonstration or pilot initiatives were undertaken and how outpuis have contributed to inform
decision-making and/or national policy and also if it has led to actual/ planned upscaling or replication. }

] Yes

[_Ino

2.7 Review of Risk Analysis and Action
{Note: Upon reviewing the Risk Analysis stated in the Project Document, please indicate if the risks status were
monitored and updated regularly. Please also highlight mitigation steps undertaken, if applicable.)

[ ves

[ InNe

2.8 Areas of Improvement for Project Management and Implementation
(Note: Please indicate any additional comments on areas of improvement that should be taken into consideration by
EPU and UNDP Malaysia in the Implementation of future projects.)

Section 3: Project Extension into YEAR XXXX (if any)
(NOTE: APPLICABLE ONLY TO PROJECTS ORIGINALLY SCHEDULED FOR COMPLETION IN 2016}

Please indicate reasons for the project extension

Proposed duration of project extensions
XX Months

Agreement by National Steering Committee:
Date of Meeting:
Minutes Attached:

Cdves Cne

Annual Progress Report y approved by:

Name
Designation
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ANNEX H: LIST OF ELIGIBE SMEs
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