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Views on HCF-23 Destruction

Prepared for COP 14, December 2008

HFC-23 destruction projects within the CDM have received much negative attention due to the vast profits generated. HFC-23 is an unwanted by-product in the production of HCFC-22, a refrigerant and temporary substitute to CFCs. The lucrative nature of HFC-23 destruction CERs has resulted in a perverse incentive to stimulate the production of HCFC-22. HCFC-22 is both an ozone depleter and potent global warming gas being phased out under the Montreal Protocol. The Kyoto Protocol would be in contradiction to the goals of the Montreal Protocol if it were allowed to incentivize the expansion of the production of HCFC-22, which the Montreal Protocol aims to phase out. Further, the existing HFC destruction projects within the CDM are already in contradiction with the goals of the Montreal Protocol, since they disincentivize the phasing out and replacement of HCFC-22 as a refrigerant. This perverse incentive is widely recognised and ‘new’ HCFC-22 production facilities, those established post-2000, have not been eligible for CDM credits. 

The question remains as to how best to deal with ‘new’ HFC-23 production and any other HFC-23 production in developing countries not currently covered by the CDM. In order to remove the perverse incentive, revenues generated from HFC-23 abatement need to be reduced to a level that leaves some incentive for the destruction of HFC-23 but not enough to lead to over production of HCFC-22. This should materialise through the creation of an external financial mechanism in the form of a fund. Such a fund could administer finance to HFC-23 destruction projects, calibrated to only cover the cost of destruction, plus some marginal incentive, and should be additional to ODA. The Multilateral Fund under the Montreal Protocol should serve as a model for this fund as it provides a successful example of how to transfer clean technologies to developing counties. Alternatively, if a crediting mechanism is used, it too should be calibrated to only cover the cost of destruction, plus some marginal incentive using the concept of discounted credits.

CAN is mindful that negotiations surrounding HFC-23 destruction are progressing at a slow pace and delays in agreement are resulting in large scale emissions of HFC-23 from plants not covered by the CDM. The IPCC has estimated that without abatement HFC-23 emissions could rise to 269 million tonnes of carbon dioxide equivalence annually by 2015. Since 2000 HCFC production in developing countries has grown by almost 300%, resulting in large-scale HFC-23 emissions not covered by the CDM. Despite last year’s historic agreement by the Montreal Protocol to accelerate the phase-out of HCFCs, growth in HCFC consumption in China is continuing at about 9% per annum. CAN therefore urges parties to come to an expedient agreement which ensures that all HFC-23 by-product in developing countries is destroyed without creating perverse incentives to expand HCFC-22 production.

In sum, CAN urges parties to come to an expedient agreement which ensures that all HFC-23 by-product in developing countries is destroyed without creating perverse incentives to expand HCFC-22 production. A fund should be established which will administer finance to HFC-23 destruction projects, calibrated to only cover the cost of destruction, plus some marginal incentive. If a crediting mechanism is used, it too should be calibrated to only cover the cost of destruction, plus some marginal incentive using the concept of discounted credits. Additionally, current disincentives against the phase out and replacement of HCFC-22 as a refrigerant should be eliminated in the same manner.

