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EVALUATION OF THE FINANCIAL MECHANISM OF THE 1 

MONTREAL PROTOCOL: EXECUTIVE SUMMARY  2 

In 1985, the Vienna Convention for the Protection of the Ozone Layer was signed, obligating 3 
signatories to take measures to protect human health and the environment from the adverse affects 4 
related to human activities that deplete the ozone layer.  Two years later, in 1987, the Montreal 5 
Protocol on Substances that Deplete the Ozone Layer, a landmark international agreement to restore 6 
the Earth’s deteriorating stratospheric ozone layer, was adopted.  As of April 2004, 186 countries had 7 
ratified the Montreal Protocol.  The global success of this effort to protect our environment requires 8 
that the world’s developed and developing countries that are Parties to the Protocol eliminate 9 
production and consumption of most ozone-depleting substances (ODS).   10 

To assist developing countries that might not otherwise have the technical and financial means 11 
necessary to phase out ODS, the Financial Mechanism of the Montreal Protocol was established to 12 
meet, on a grant or concessional basis as appropriate, and according to criteria to be decided upon by 13 
the Parties, the incremental costs incurred by Article 5 Parties to enable their compliance with the 14 
control measures set out in Articles 2A through 2E of the Montreal Protocol.  The Financial 15 
Mechanism, including the Multilateral Fund that was provided for in Article 10 of the Montreal 16 
Protocol, was established by the 4th Meeting of the Parties in November 1992, following the creation 17 
of an Interim Multilateral Fund for the Implementation of the Montreal Protocol in 1990, which 18 
operated until December 1992.  All technical assistance (including technology transfer) and pre-19 
investment activities provided through the Financial Mechanism have generally been in the form of 20 
grants or, in certain circumstances at the request of an Article 5 Party, in-kind support.  21 

The purpose of this study is to evaluate and report on the function of the various processes and 22 
bodies associated with the Financial Mechanism of the Montreal Protocol.  This external evaluation is 23 
being conducted at the request of the Parties to the Montreal Protocol with a view to ensuring 24 
effective management of the Financial Mechanism in meeting the needs of Article 5 Parties and non-25 
Article 5 Parties in accordance with Article 10 of the Montreal Protocol.  The evaluation was 26 
conducted in accordance with Decision XIII/3 of the 13th Meeting of the Parties, which laid out the 27 
Terms of Reference for the analysis based on the recognized need to periodically review the 28 
operation of the Financial Mechanism to ensure maximum effectiveness in addressing the goals of the 29 
Montreal Protocol.  This study follows a previous analysis performed in 1995.  30 

In particular, this assessment aims to address the strengths and weaknesses of the Financial 31 
Mechanism and to provide findings and actionable recommendations, where relevant, in light of the 32 
compliance and phase-out needs of Article 5 Parties.  To this end, five key areas were explored in 33 
detail: 34 

 Executive Committee decision-making process; 35 

 Multilateral Fund Secretariat activities; 36 

 Activities implemented by multilateral and bilateral implementing agencies; 37 

 Fund management; and 38 

 Additional matters. 39 

Under the five topics listed above, 23 activity areas were explicitly identified for consideration in the 40 
Terms of Reference (TOR) for this analysis:  41 
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Executive Committee Decision-Making Process 1 

 1a. Review of the adequacy of planning and implementation process of activities to ensure 2 
compliance 3 

 1b. The adequacy of information presented to the ExCom to enable it to take decisions on 4 
projects and policies 5 

 1c. Coherence and effectiveness in project review process 6 

 1d. Cost effectiveness of approved ODS phaseout projects and programmes 7 

 1e. Effectiveness and cost of the administrative organization of the ExCom, including the 8 
structure and functions of the Subcommittee for Project Review and the Subcommittee for 9 
Monitoring, Evaluation, and Finance and their role in the ExCom.  This should include 10 
analysis of options for management in the future, given implementation of the new country 11 
driven/compliance focused programme 12 

 1f. Assessment of the necessary level of confidentiality of the ExCom meeting 13 
documentation, bearing in mind the interest of project proponents 14 

 1g. Use of performance indicators 15 

Multilateral Fund Secretariat Activities 16 

 2a. Appraisal of the efficiency and effectiveness of the review process of ODS phaseout 17 
projects and programmes with respect to the goals of the Montreal Protocol and decisions of 18 
the Meetings of the Parties 19 

 2b. Monitoring the efficiency of the implementation of projects and programmes, in particular 20 
the monitoring and management of fund transfer and disbursement 21 

 2c. Adequacy and comprehensiveness of the information provided to the ExCom on the 22 
financial reports submitted for the ExCom's consideration 23 

Activities Implemented by Multilateral and Bilateral Implementing Agencies 24 

 3a. Review of the adequacy in identifying plans and projects to assist national compliance 25 
with the Montreal Protocol 26 

 3b. Evaluation of the fund management and disbursement policy of each implementing 27 
agency 28 

 3c. Investment strategy of cash advances 29 

 3d. Assessment of the use of the administrative costs, with special consideration to smaller 30 
versus larger projects 31 

 3e. Cost effectiveness of each agency, taking separately into account the investment projects 32 
and other activities (institutional support, ODS officer network management, etc.) 33 

 3f. Assessment of the proportion of approved funds between investment and non-investment 34 
projects in the different agencies 35 

 3g. Adequacy and effectiveness of fund disbursements, and fund disbursement management, 36 
including reporting to the Multilateral Fund secretariat 37 

 3h. Additional costs for the Multilateral Fund, if any, of overlapping activities between 38 
agencies 39 

Fund Management 40 

 4a. Assess past experience of fund management as performed by the Treasurer 41 

 4b. Compare to management and financial practices of other funds (Global Environment 42 
Facility, development banks) as benchmarks 43 

Additional Matters 44 
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 5a. Adequacy of the interaction between the implementing agencies, the Multilateral Fund 1 
Secretariat and relevant subsidiary bodies 2 

 5b. Analysis and reconciliation of financial data from different sources (Treasurer, 3 
implementing agencies, MLF secretariat accounts, and audited UNEP Fund accounts) 4 

 5c. Performance of donor countries in fulfilling their obligation vis-à-vis the MLF 5 

The methodology used to undertake this study was developed by ICF Consulting (ICF) in close 6 
consultation with the Steering Panel on the Evaluation and Review of the Financial Mechanism of the 7 
Montreal Protocol (Steering Panel).  The general framework consisted of the following steps: 8 

• Step 1: Obtain and review background documentation. 9 

• Step 2: Draft preliminary questions for stakeholders and conduct first round of interviews with key 10 
stakeholders.  11 

• Step 3: Develop performance indicators and ranking scheme for all 23 activity areas and draft 12 
targeted questions as appropriate. 13 

• Step 4: Select case study countries that are representative of Article 5 diversity in terms of size, 14 
industry, ODS consumption, and region. 15 

• Step 5: Draft additional, targeted questions and conduct further interviews with stakeholders. 16 

• Step 6: Prepare Draft Report for review by the Steering Panel.  17 

• Step 7: Finalize report based on comments from the Steering Panel. 18 

For performance metric(s) defined for each of the 23 subject areas, a scheme was devised to “grade” 19 
actual performance on a scale of one to five.  Based on quantitative assessment where possible (e.g., 20 
cost effectiveness) and/or on qualitative assessment, each metric was evaluated based on the 21 
grading scheme contained in Exhibit ES-1.   22 

Exhibit ES-1: Grading Scheme Definitions 23 

Grade Definition 
1 Poor performance 
2 Less than adequate performance 
3 Adequate performance 
4 Greater than adequate performance 
5 Excellent performance 

Based on evaluations and determination of strengths and weaknesses for each metric, 24 
recommendations were developed for each of the 23 term of reference areas under the five key 25 
headings identified for the report.  In areas without weaknesses, the report simply suggested that the 26 
relevant body continue its activities related to the metric.  Recommendations targeted at existing 27 
weaknesses aimed to suggest specific actions to address such weaknesses.  These 28 
recommendations are summarized in Exhibit ES-. 29 

Exhibit ES-2.  Summary of Report Recommendations   30 

General Recommendation Recommended Action 

Chapter Two: Executive Committee Decision Making Process 

 Develop and consistently apply guidelines related 
to project cancellation/ continuation to all projects, 
including those deemed critical to national 
compliance.  

 

 Form an informal working group to determine a 
step-by-step decision-making framework for such 
situations by investigating precedents in detail and 
determining the “threshold” criteria at which a 
project should be cancelled, even if it is necessary 
to compliance. 
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General Recommendation Recommended Action 
 Address forward-looking compliance issues at 

ExCom meetings.  In particular, continue 
discussing methyl bromide accelerated phase-out 
and HCFC phase-out.   

 Advance discussion of the issues of methyl 
bromide accelerated phase-out and future HCFC 
phase-outs at ExCom meetings and establish a 
schedule defining when and how the issues will be 
discussed.  Establish a schedule defining when 
and how the issues will be discussed.   

 Ensure that results of review of project 
implementation delay are not only applied to 
determine project cancellation, monitoring, or 
removal from the list of delays, but also to inform 
IAs of how to avoid future delays. 

  

 Request the Secretariat to add a new section to the 
document “Lessons learned on project 
implementation delays,” providing specific 
suggestions for how various types of delays could 
be avoided in future, based on knowledge gained 
from past experiences.  Create an internal website 
for IAs that summarizes and compiles these 
lessons learned. 

 Consider requesting the Secretariat to take action 
to develop prescriptive approaches to address 
project implementation delays. 

 Consider delegating to the Secretariat the authority 
to take action on projects with implementation 
delays, prior to ExCom meetings.  The Secretariat 
should work with IAs to develop prescriptive 
approaches for improving progress and submit 
progress reports to each ExCom meeting. 

 Develop a primer to provide background on the 
Fund for new ExCom members. 

 Provide new members of the ExCom with a 
concise primer that provides background on the 
Fund. 

 Continue efforts to increase the consistency of 
information provided in meeting documentation. 

 Please see recommendations in Chapter 6, TOR 
5b regarding reconciliation of financial data.  

 Develop a concise primer that provides 
background on the Fund, including information on 
project review criteria, priorities, and sector 
specific guidelines. 

 Please see recommendation for development of a 
primer in this chapter, under discussion of TOR 1a. 

 Continue to collaborate with the Secretariat and 
IAs to maintain effectiveness in dealing with 
issues of project overlap, ineligible funding, and 
inflated costs. 

 Provide more guidance to IAs regarding the 
approval of flexible funding in multi-year 
agreements. 

 Encourage and/or support stronger collaboration 
and communication between the IAs to reduce 
project overlap at all stages, including project 
planning. 

 Make further structural changes, if necessary, to 
specifically address compliance. 

 Consider establishing a sub-committee or working 
group on Compliance in Planning, Implementation, 
and Review (see also the discussion of TOR area 
1a). 

 Address the concern of lengthy meetings if issues 
requiring in-depth discussion arise.    

 Continue to develop small break-out evening 
groups as necessary, if discussion becomes too 
time-intensive.  Ensure that some evenings are not 
scheduled with other events in case of necessary 
break-out sessions.  

 Develop a primer on the background of the Fund, 
including information on the process for reviewing, 
approving, planning, and implementing projects. 

 Please see recommendation regarding 
development of a primer in this chapter, under 
discussion of TOR 1a.  

 Continue to evaluate ExCom structure and 
consider reduction of annual meeting numbers. 

 Consider implementing a one-year trial period of 
two ExCom meetings in the future. Request a brief 
evaluation paper from the Secretariat for the first 
meeting in the year following the trial period to 
determine the effectiveness of this system.   

 Extend performance indicators to bilateral 
implementing agencies  

 Form a contact group including the bilateral 
implementing agencies (BIAs), IAs, and Secretariat 
to discuss the possible modalities for extending the 
indicators to BIAs. 
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General Recommendation Recommended Action 
 Add indicators to address project identification   Request that the Secretariat, IAs, and ExCom 

members propose project identification indicators 
for the 45th Meeting. 

 Increase the weighting of the indicator “ODS 
phased-out for individual projects vs. those 
planned per progress reports”  

 Request that the Secretariat and IAs discuss and 
prepare a paper on the appropriate weighting for 
this indicator to adequately represent the 
compliance needs of LVCs. 

 Continue process of developing qualitative 
indicators 

 Verify progress of qualitative indictor development 
in advance of the 44th Meeting.   

 Share results of performance evaluations with 
upper management of IA 

 Request that the Secretariat prepare a document 
presenting the possible modalities for sharing 
results to be discussed at the 45th Meeting. 

 Consider eliminating select administrative 
indicators if relevant administrative problems are 
resolved 

 Consider eliminating indicators on which IAs 
repeatedly achieve 100 percent. 

Chapter Three: Multilateral Fund Secretariat Activities 

 Increase efforts to improve country level data 
reporting. 

 Request feedback from countries that have been, 
or may be classified as non compliant for this 
reason and work with the IAs to provide all 
assistance possible to eliminate instances of non-
reporting of data.   

 Continue efforts to reduce/avoid project 
implementation delays 

 Prepare a summary of “lessons learned” on 
suggested courses of action to minimize or prevent 
common types of project delay.  

 Develop a primer on the background of the Fund, 
including information clarifying financial terms and 
methods used to prepare financial reports. 

  

 Please see recommendation regarding 
development of a primer in Chapter 2, under 
discussion of TOR 1a.  

 Determine new schedules for report preparation 
and provision if ExCom meetings are reduced to 
two annually.  

 The Secretariat and Treasurer should publicize 
new schedules as soon as they are ready to notify 
IAs of modified reporting deadlines.   

Chapter Four: Activities Implemented by Multilateral and Bilateral Implementing Agencies  

 Consider discussing challenges and successes 
experienced by IAs with regard to project 
identification in specific countries or sectors at 
Inter-Agency Coordination Meetings. 

 At Inter-Agency Coordination Meetings, IAs should 
coordinate to increase communication on their 
challenges and successes with regard to project 
identification in specific countries/sectors. 

 The Secretariat should continue to thoroughly 
analyse all IA financial reports and should 
continue verifying the accuracy of IAs’ financial 
data by comparing them to other sources/records. 

 The Treasurer and Secretariat should continue 
data reconciliation activities.  

 Audits should be performed if large discrepancies 
in financial data are identified.  

 Continue to maximize proportion of budget spent 
on implementation and minimize proportion of 
budget spent on core components. 

 At the next annual budget session and at the next 
three-year budget session, the ExCom and the 
Treasurer should jointly remind IAs of the general 
objective to maximize the share of budget spent on 
implementation and to minimize the share  of 
budget spent on core components. 

 Determine the reason for UNIDO’s increase in 
core unit costs. 

 UNIDO should explain anticipated overrun of core 
budget target for 2004 and have UNIDO provide 
funding options for any overruns. 

 Consider conducting a study regarding the 
efficiency of IA administration of smaller projects. 

  

 The ExCom should consider undertaking a modest 
study regarding efficiency methods to administer 
small projects.   
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General Recommendation Recommended Action 
 Monitor the use of funds for non-investment 

versus investment activities within national or 
sectoral phase-out plans. 

 The ExCom should consider requesting that the 
Secretariat prepare a paper on the feasibility of 
monitoring the use of funds within phase-out plans. 

 Continue to strive to meet disbursement targets 
while emphasizing project quality. 

 

 Combined action for all recommendations: All IAs 
should strive to:  

 Meet disbursement targets for projects as quickly 
as possible (without compromising project quality) 

 Expedite the return of funds from cancelled and/or 
completed projects with balances; and 

 Ensure financial closure of completed projects. 
 Continue to request that IAs return funds from 

cancelled and completed projects with balances 
as quickly as possible. 

 See combined action above. 

 Expedite the financial completion of technically 
completed projects to free up unused resources. 

 See combined action above.  

Chapter Five: Fund Management 

 Consider preparing annual or triennial statements 
of revenues versus expenses and a cumulative 
Balance Sheet, in addition to current cumulative 
financial statements 

 In addition to its current cumulative financial 
reporting, the ExCom should consider requesting 
the Treasurer to prepare annual or triennial income 
statements and a cumulative Balance Sheet.   

 Document the internal procedures and practices 
of the Treasurer. 

 The ExCom should consider requesting the 
Treasurer to document internal procedures and 
practices to preserve institutional knowledge and 
facilitate staff transitions.  

 Take action to encourage timely payment by the 
donor countries. 

 The ExCom should consider requiring donor 
countries with payments in arrears to submit a 
written explanation of the reasons for the delay and 
the steps being taken to resolve these issues.  

 Improve the permanence of institutional 
knowledge within the Treasury. 

 The Treasurer should document procedures and 
practices in a written manual, so new people have 
a reference and so institutional memory is not lost. 

Chapter Six: Additional Matters 

 Continue collaboration with the IAs, Secretariat, 
and other concerned bodies during the 
preparation of the replenishment reports. 

 Ensure that the Treasurer’s financial statement, 
including interest and other income received and 
expected to be received, is sent to concerned 
parties to help determine the level of 
replenishment.   

 Consider engaging an independent auditor to 
assist with account reconciliation if financial 
discrepancies persist. 

 The ExCom should develop policy regarding the 
threshold for which an independent auditor is 
needed to reconcile accounts. 

 Address bilateral resource commitments.  ExCom should form an informal working group or 
other discussion forum for bilateral over-
commitments and contingency plans. 

 Address issues associated with promissory notes.  Treasurer should issue promissory notes in smaller 
denominations and/or ensure that all balances from 
promissory notes are returned from IAs to the 
Fund.   

 Continue analysis of FERM’s effect on Fund 
value. 

 Treasurer should add a column to financial report 
specifically designated for FERM.   

 If excessive losses result from FERM, the ExCom 
and Secretariat should re-evaluate the ability to 
solicit cash contributions in a timely manner. 

 1 
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1 INTRODUCTION 

1.1 Background 

In 1985, the Vienna Convention for the Protection of the Ozone Layer was signed, obligating 
signatories to take measures to protect human health and the environment from the adverse affects 
related to human activities that deplete the ozone layer.  Two years later, in 1987, the Montreal 
Protocol on Substances that Deplete the Ozone Layer, a landmark international agreement to restore 
the Earth’s deteriorating stratospheric ozone layer, was adopted. 

As of April 2004, 186 countries had ratified the Montreal Protocol.  The global success of this effort to 
protect our environment requires that the world’s developed (defined as Article 2 Parties under the 
Montreal Protocol—also referred to as non-Article 5 Parties) and developing (defined as Article 5 
paragraph 1 or Article 5 Parties) countries that are Parties to the Protocol eliminate production and 
consumption of most ozone-depleting substances (ODS).1  For example, the phase-out of 
chlorofluorocarbons (CFCs), which are some of the most damaging ODS, is expected to be achieved 
by 2010 by Article 5 Parties.  

To assist developing countries that might not otherwise have the technical and financial means 
necessary to phase out ODS, the Financial Mechanism of the Montreal Protocol was established to 
meet, on a grant or concessional basis as appropriate, and according to criteria to be decided upon by 
the Parties, the incremental costs incurred by Article 5 Parties to enable their compliance with the 
control measures set out in Articles 2A through 2E of the Montreal Protocol.  The Financial 
Mechanism, including the Multilateral Fund that was provided for in Article 10 of the Montreal 
Protocol, was established by the 4th Meeting of the Parties in November 1992, following the creation 
of an Interim Multilateral Fund for the Implementation of the Montreal Protocol in 1990, which 
operated until December 1992.  All technical assistance (including technology transfer) and pre-
investment activities provided through the Financial Mechanism have generally been in the form of 
grants or, in certain circumstances at the request of an Article 5 Party, in-kind support.  

In-kind support can be provided in the form of expert personnel, technology, technical documentation 
and training.  The financing of activities or other costs requires the concurrence of the recipient 
Governments concerned.  Recipient Governments are involved in the planning of projects and 
programmes, where appropriate.  

The Financial Mechanism is administered by two bodies with specific mandates, as follows: 

• The Executive Committee (ExCom) was established by the Parties to develop and monitor the 
implementation of specific operational policies, guidelines, and administrative arrangements.  
More specifically, the ExCom develops operational policies and criteria for project eligibility, 
monitors the implementation of these policies, approves proposed activities (e.g., project business 
plans, country programmes, expenditures for investment projects, etc.), allocates and disburses 
resources based on a three-year plan, and monitors and evaluates project performance.  The 
ExCom comprises seven members from both Article 5 and non-Article 5 Parties, and currently 
holds three meetings per year. 

• The Fund Secretariat (Secretariat) assists the ExCom in the discharge of its functions. This 
includes the development of the three-year plan and budget and a system for fund disbursement; 
management of the business planning cycle of the Multilateral Fund; monitoring the expenditures 
and activities of the Implementing Agencies (IAs); preparation of policy papers and other 
documents; review and assessment of investment projects, country programmes and the 
business plans and work programmes of the IAs; liaison between the Committee, governments, 

                                                     

1 Annex A presents a listing of Article 2 and Article 5 Parties. 
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and IAs; and servicing meetings of the Executive Committee.  In addition, the Secretariat also 
serves the monitoring and evaluation function that was established by the ExCom in May 1997.  
The Secretariat is headed by the Chief Officer, who reports directly to the ExCom, and is 
supported by a group of professional and general service staff members. 

Exhibit 1-1 presents a visual representation of the project approval process and the interaction of the 
relevant bodies.   

Exhibit 1-1. Project Approval, Fund Disbursal Process, and Interaction of Bodies 
 NOU contacts IA(s) to assist with country programme or country programme update preparation, including an 

action plan. 
 IA submits country programme/country programme update to ExCom for approval. 
 NOU designates a lead IA to coordinate planned activities and projects under the country programme. 
 IA(s) and NOU plan specific projects under the action plan. 
 IA(s) discuss and compare planned projects and programmes at annual Inter-Agency Coordination Meetings 

and prevent activity overlap.  IA(s) revise business plan and work programme as necessary based on 
meeting discussion. 

 IA(s) submit draft business plan and work programme with proposed projects/programmes and associated 
funding levels to the Secretariat.    

 Secretariat contacts IA(s) and/or NOU to negotiate changes to proposed projects/programmes in business 
plan and work programme. 

 Revised business plan and work programme (modified based on negotiations) are presented to the ExCom. 
 Final business plan is typically approved at the following ExCom meeting. 
 The Secretariat presents the specific projects proposed in business plan and work programme to the ExCom 

for approval.  The ExCom approves or rejects the proposal and/or associated funding level. 
 For project and programme proposals involving performance-based funding (i.e., sector/national phase-out 

plans), the involved Article 5 Party and the ExCom sign a formal agreement, submitted at least 14 weeks prior 
to the ExCom meeting.  The agreement is submitted with the national/sector phase-out plan and the 
associated proposed first annual implementation programme.   

 Following project approval, the ExCom disburses funds to the appropriate IA(s).   
 If project is rejected, the IA chooses to submit again at a future date, or seek alternate projects.  
 Following verification that proper project components are in place (e.g., all involved IA(s) have signed 

agreements to participate in a project, enterprises have agreed to contracts, etc.), IA(s) disburse funds to 
involved project entities.  

 Within six months of project completion, IA(s) submit project completion reports to the Secretariat. 

Assistance activities requested by Article 5 Parties, approved by the ExCom and funded by the Fund, 
include the preparation of country programmes, feasibility studies, and project proposals; the 
provision of technical assistance for project development and implementation; and information 
dissemination.  These activities are implemented by four multilateral agencies: the United Nations 
Development Programme (UNDP), the United Nations Environment Programme (UNEP), the United 
Nations Industrial Development Organization (UNIDO), and the World Bank.  Specifically, the World 
Bank, UNDP, and UNIDO implement technical assistance and investment projects, while UNEP is 
focused on establishing information networks, institutional strengthening, and public awareness.  
Bilateral agencies in developed countries may also implement assistance activities, as agreed by the 
Meeting of the Parties in Decision II/8. 

Since the establishment of the Multilateral Fund in 1990, the ExCom has held 42 meetings, and 
Article 2 pledges to the Fund have totalled US$2.1 billion (between 1991 and 2005), of which 
approximately 90 percent has been paid.  By December 2003, this funding had supported about 4,600 
projects and activities in 134 developing countries.  Projects approved through 2002 will result in the 
phase-out of the consumption of about 127,890 ODP tonnes2 and of about 52,260 ODP tonnes of 

                                                     
2 The term ODP tonne is defined as the amount of an ozone depleting substance weighted to account 
for its ozone depleting potential.  For example, one metric tonne of CFC-12 (ODP=1) is equivalent to 
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ODS production.  In addition, the ExCom has funded the establishment and operation of ozone offices 
in 131 Article 5 Parties.  

1.2 Purpose 

The purpose of this study is to evaluate and report on the function of the various processes and 
bodies associated with the Financial Mechanism of the Montreal Protocol.  This external evaluation is 
being conducted at the request of the Parties to the Montreal Protocol with a view to ensuring 
effective management of the Financial Mechanism in meeting the needs of Article 5 Parties and non-
Article 5 Parties in accordance with Article 10 of the Montreal Protocol.  The evaluation was 
conducted in accordance with Decision XIII/3 of the 13th Meeting of the Parties, which laid out the 
Terms of Reference for the analysis based on the recognized need to periodically review the 
operation of the Financial Mechanism to ensure maximum effectiveness in addressing the goals of the 
Montreal Protocol.  This study follows a previous analysis performed in 1995.  

In particular, this assessment aims to address the strengths and weaknesses of the Financial 
Mechanism and to provide findings and actionable recommendations, where relevant, in light of the 
compliance and phase-out needs of Article 5 Parties.  To this end, five key areas were explored in 
detail: 

 Executive Committee decision-making process; 

 Multilateral Fund Secretariat activities; 

 Activities implemented by multilateral and bilateral implementing agencies; 

 Fund management; and 

 Additional matters. 

Under the five topics listed above, 23 activity areas, presented in Exhibit 1-2, were explicitly identified 
for consideration in the Terms of Reference (TOR) for this analysis. 

Exhibit 1-2.  Terms of Reference for this Analysis   

1 Executive Committee Decision-Making Process 

 1a Review of the adequacy of planning and implementation process of activities to ensure compliance 
 1b The adequacy of information presented to the ExCom to enable it to take decisions on projects and 

policies 
 1c Coherence and effectiveness in project review process 
 1d Cost effectiveness of approved ODS phase-out projects and programmes 
 1e Effectiveness and cost of the administrative organization of the ExCom, including the structure and 

functions of the Subcommittee for Project Review and the Subcommittee for Monitoring, Evaluation, 
and Finance and their role in the ExCom.  This should include analysis of options for management in 
the future, given implementation of the new country driven/compliance focused programme 

 1f Assessment of the necessary level of confidentiality of the ExCom meeting documentation, bearing in 
mind the interest of project proponents 

 1g Use of performance indicators 

2 Multilateral Fund Secretariat Activities 

 2a Appraisal of the efficiency and effectiveness of the review process of ODS phase-out projects and 
programmes with respect to the goals of the Montreal Protocol and decisions of the Meetings of the 
Parties 

                                                                                                                                                                  

one ODP tonne.  One metric tonne of a compound with an ODP of 0.1 would be equivalent to 0.1 
ODP tonnes.  
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 2b Monitoring the efficiency of the implementation of projects and programmes, in particular the 
monitoring and management of fund transfer and disbursement 

 2c Adequacy and comprehensiveness of the information provided to the ExCom on the financial reports 
submitted for the ExCom's consideration 

3 Activities Implemented by Multilateral and Bilateral Implementing Agencies 

 3a Review of the adequacy in identifying plans and projects to assist national compliance with the 
Montreal Protocol 

 3b Evaluation of the fund management and disbursement policy of each implementing agency 
 3c Investment strategy of cash advances 
 3d Assessment of the use of the administrative costs, with special consideration to smaller versus larger 

projects 
 3e Cost effectiveness of each agency, taking separately into account the investment projects and other 

activities (institutional support, ODS officer network management, etc.) 
 3f Assessment of the proportion of approved funds between investment and non-investment projects in 

the different agencies 
 3g Adequacy and effectiveness of fund disbursements, and fund disbursement management, including 

reporting to the Multilateral Fund secretariat 
 3h Additional costs for the Multilateral Fund, if any, of overlapping activities between agencies 

4 Fund Management 

 4a Assess past experience of fund management as performed by the Treasurer 
 4b Compare to management and financial practices of other funds (Global Environment Facility, 

development banks) as benchmarks 

 5 Additional Matters 

 5a Adequacy of the interaction between the implementing agencies, the Multilateral Fund Secretariat and 
relevant subsidiary bodies 

 5b Analysis and reconciliation of financial data from different sources (Treasurer, implementing agencies, 
MLF secretariat accounts, and audited UNEP Fund accounts) 

 5c Performance of donor countries in fulfilling their obligation vis-à-vis the MLF 

1.3 Methodology 

The methodology used to undertake this study was developed by ICF Consulting (ICF) in close 
consultation with the Steering Panel on the Evaluation and Review of the Financial Mechanism of the 
Montreal Protocol (Steering Panel).  The general framework consisted of the following steps: 

• Step 1: Obtain and review background documentation. 

• Step 2: Draft preliminary questions for stakeholders and conduct first round of interviews with key 
stakeholders.  

• Step 3: Develop performance indicators and ranking scheme for all 23 activity areas and draft 
targeted questions as appropriate. 

• Step 4: Select case study countries that are representative of Article 5 diversity in terms of size, 
industry, ODS consumption, and region. 

• Step 5: Draft additional, targeted questions and conduct further interviews with stakeholders. 

• Step 6: Prepare Draft Report for review by the Steering Panel.  

• Step 7: Finalize report based on comments from the Steering Panel. 

Under Step 1, ICF obtained and reviewed over one thousand documents provided by the Fund 
Secretariat, including documentation from the Fund Secretariat, the Ozone Secretariat, ExCom 
meetings, and the Technology and Economic Assessment Panel (TEAP).  In addition, ICF conducted 
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a literature review to obtain external analyses of the Montreal Protocol, and consulted known sources 
to acquire internal studies.  ICF also obtained the Multilateral Fund Inventory from the Fund 
Secretariat, a database that contains detailed information regarding the projects that have been 
approved and implemented under the Fund. 

Based on the thorough review of available information, ICF drafted preliminary questions for members 
of the Executive Committee, the Secretariat, multilateral and bilateral implementing agencies, National 
Ozone Unit (NOU) officers, and non-governmental organizations (Step 2).  See Annex C for a list of 
questions posed to affected parties.  In-person interviews were scheduled and held privately with 
individuals and/or arranged on-site at the following meetings: 

• Extraordinary Meeting of the Parties (ExMOP)—Montreal, Canada, 24-26 March 2004 

• 42nd Meeting of the Executive Committee—Montreal, Canada, 29 March-1 April 2004 

• Meeting of the South East Asia and Pacific (SEAP) and South Asia Networks of Ozone Officers—
Agra, India, 19-21 April 2004 

• Main Meeting of the Ozone Officers Network for English-speaking Africa—Maputo, Mozambique, 
11-14 May 2004. 

• Main Meeting of the Ozone Officers Network for French-speaking Africa—Niamey, Nigeria, 17-20 
May 2004. 

At these meetings, ICF sought to consult widely with relevant persons and institutions in order to 
ensure the analysis took into account the perspectives of all stakeholders.  

Based upon the understandings gained from these preliminary discussions, ICF developed 
performance metrics for each of the 23 subject areas identified in the TOR (Step 3). The performance 
metrics defined the precise activities that would be assessed in measuring the performance of each of 
the 23 TOR areas.  Annex E presents these performance metrics for each TOR area.  

With performance metric(s) defined for each of the 23 subject areas, a scheme was then devised to 
“grade” actual performance on a scale of one to five.3  Based on quantitative assessment where 
possible (e.g., cost effectiveness) and/or on qualitative assessment, each metric was evaluated based 
on the grading scheme contained in Exhibit 1-3. 

Exhibit 1-3: Grading Scheme Definitions 
Grade Definition 

1 Poor performance 
2 Less than adequate performance 
3 Adequate performance 
4 Greater than adequate performance 
5 Excellent performance 

Based on evaluations and determination of strengths and weaknesses for each metric, 
recommendations were developed.  In areas without weaknesses, the report simply suggested that 
the relevant body continue its activities related to the metric.  Recommendations targeted at existing 
weaknesses aimed to suggest specific actions to address such weaknesses.   

To account for the experiences of individual countries and illustrate variability in terms of country 
successes, challenges, and lessons learned with regard to the Financial Mechanism, seven countries 
were selected as case studies for this report (Step 4).  The following two low-volume consuming 

                                                     

3 Numerical evaluations were not provided for TOR areas that will present only historical quantitative 
analysis. 
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(LVC) and five non-LVC Article 5 Parties were selected as representative of the experiences of Article 
5 Parties involved in Montreal Protocol activities: 

• Argentina (non-LVC) 

• Cameroon (LVC) 

• China (non-LVC) 

• Costa Rica (LVC) 

• India (non-LVC) 

• Jordan (non-LVC) 

• Maldives (LVC) 

These Parties were selected because they provide broad, but focused, representation of all Article 5 
regions—covering countries that are large and small and countries that are compliant and non-
compliant, as well as ODS producers and non-producers.  Annex F presents background information 
on the phase-out efforts in each of these case study countries.  Relevant information on each of these 
countries is also included in text boxes throughout the report, as it relates to specific TOR areas.  

With the performance metrics developed and the case study countries selected, more targeted 
interview questions were drafted for select agencies, as needed.  In particular, country-specific 
questions were sent by fax and e-mail to all NOU officers and select enterprises in case study 
countries; detailed questions were sent by fax and e-mail to the Treasurer in Nairobi; and follow-up 
questions to the Secretariat and multilateral IAs were sent by e-mail.  ICF arranged interviews by 
phone for all interested individuals, and conducted follow-up phone calls to facilitate and encourage 
responses, where feasible.  A list of individuals interviewed for this study is provided in Annex G. 

Based on the information gathered through interviews and available meeting notes, policy analysis 
and decisions, financial data, and other reports, a Draft Report was prepared and submitted to the 
Steering Panel for review and comment on 1 June 2004.  A revised, final report was then prepared in 
response to the comments provided by the Steering Panel. 

1.4 Organization of Report 

The remainder of this report is organized as follows:  

• Chapter 2. Executive Committee Decision-Making Process 

• Chapter 3. Multilateral Fund Secretariat Activities 

• Chapter 4. Activities Implemented by Multilateral and Bilateral Implementing Agencies 

• Chapter 5. Fund Management 

• Chapter 6. Additional Matters 

The discussion provided for each of the 23 TOR areas within each chapter is arranged as follows: 

• Introduction describes the areas included in the TOR and the purpose for investigating each 
subject area, as well as the performance metrics used in the evaluation.  A table presenting a list 
of relevant document and decisions that can be consulted for additional background information is 
also provided in this section; 

• Policy History presents the history of decisions and documents related to the TOR area;  

• Findings and Evaluation summarizes the information gathered through interviews and 
documentation review and evaluates performance accordingly. This section concludes with a 
summary table, which presents the criteria used, score, and rationale for the score for each 
performance metric; and 



Evaluation of the Financial Mechanism of the Montreal Protocol                 ICF Consulting 

 DRAFT  Last saved on: 6/22/2004 9:57 PM  DO NOT QUOTE OR CITE  
7

• Recommendations presents actionable recommendations relevant to the TOR area, where 
possible. 
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2 EXECUTIVE COMMITTEE DECISION-MAKING PROCESS  1 

The Executive Committee of the Multilateral Fund (ExCom) is the guiding body of the Fund and forms 2 
policies through an iterative decision-making process.  The ExCom structure consists of seven 3 
representatives from Parties operating under paragraph 1 of Article 5 of the Montreal Protocol 4 
(hereafter referred to as Article 5 Parties) and seven representatives from non-Article 5 Parties.  The 5 
Parties to the Montreal Protocol are listed in Annex A.  A chairperson and vice chairperson lead the 6 
ExCom and are elected by the 14 Committee members.  The chairperson rotates annually between 7 
an Article 5 and a non-Article 5 representative (Decision II/8 in:UNEP/OzL.Pro.2/3).  As of 1997, the 8 
term for office of all ExCom members is one calendar year, starting January 1, following the calendar 9 
year in which the members are elected.  Each group (Article 5 and non-Article 5 Parties) elects its 10 
own members, and the selections are endorsed by the Meeting of the Parties.  Currently, the ExCom 11 
meets three times annually for five days (Decision IX/16 in: UNEP/OzL.Pro.9/12).  12 

The ExCom’s main functions include approving projects and programmes and approving associated 13 
funding; developing criteria for project preparation, reporting, and other fund-related activities; 14 
evaluating and endorsing business plans, progress reports, and other reports from IAs; reviewing 15 
status reports on compliance and other fund-related issues; and reporting to the Meeting of the 16 
Parties.  This chapter discusses six Term of Reference (TOR) areas regarding the ExCom decision-17 
making process:  18 

 TOR Area 1a: Review of the adequacy of the planning and implementation process to ensure 19 
compliance (Section 2.1). 20 

 TOR Area 1b: The adequacy of information presented to the ExCom to enable it to take 21 
decisions on projects and policies (Section 2.2).   22 

 TOR Area 1c: Coherence and effectiveness in the project review process (Section 2.3).  23 

 TOR Area 1d: Cost effectiveness of approved ODS phase-out projects and programmes 24 
(Section 2.4).  25 

 TOR Area 1e: Effectiveness and cost of the administrative organization of the ExCom, 26 
including the structure and functions of the Sub-Committee for Project Review and the Sub-27 
Committee for Monitoring, Evaluation, and Finance and their role in the ExCom (Section 2.5).  28 

 TOR Area 1f: Assessment of the necessary level of confidentiality of the ExCom meeting 29 
documentation, bearing in mind the interest of project proponents (Section 2.6). 30 

 TOR Area 1g: Use of performance indicators (Section 2.7). 31 

2.1 Term of Reference Area 1a: Planning and Implementation to Ensure 32 
Compliance 33 

The term of reference (TOR) area evaluated in this section is: Review of the adequacy of the planning 34 
and implementation process of activities to ensure compliance.  Accordingly, this section evaluates 35 
the ExCom’s review of Implementing Agencies’ (IAs’) planning and implementation processes, paying 36 
close attention to the degree to which the ExCom’s review helps ensure compliance.  Exhibit 2-1 37 
presents key documents and decisions referenced in this assessment. 38 

Exhibit 2-1.  Relevant Documents and Decisions 39 

 Decision 30/57 in: UNEP/OzL.Pro/ExCom/30/41.  Report of the 30th Meeting of the Executive Committee. 
 Decision 32/75 in: UNEP/OzL.Pro/ExCom/32/44.  UNIDO 2000 work programme amendments. 
 Decision 35/56 in: UNEP/OzL.Pro/ExCom/35/67.  Report of the 35th Meeting of the Executive Committee. 
 UNEP/OzL.Pro/ExCom/30/35: Strategic planning and the draft three-year business plan for the Multilateral 

Fund for 2000-2002. 
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 UNEP/OzL.Pro/ExCom/31/Inf.5: Report of the first informal meeting on strategic planning of the Multilateral 
Fund in the compliance period. 

 UNEP/OzL.Pro/ExCom/31/55: Strategic planning and the draft three-year business plan for the Multilateral 
Fund for 2000-2002. 

 UNEP/OzL.Pro/ExCom/31/Inf.2: Status of Article 5 countries in achieving compliance with the initial control 
measures of the Montreal Protocol. 

 UNEP/OzL.Pro/ExCom/32/38: Strategic planning and the draft three-year business plan for the Multilateral 
Fund. 

 UNEP/OzL.Pro/ExCom/32/43: Report of the second informal meeting on strategic planning of the Multilateral 
Fund in the compliance period was also presented. 

 UNEP/OzL.Pro/ExCom/33/30: Strategic planning (follow-up to decision 32/75). 
 UNEP/OzL.Pro/ExCom/33/32/Annex VIII: Framework on the objectives, priorities, problems and modalities 

for strategic planning of the Multilateral Fund in the compliance period. 
 UNEP/OzL.Pro/ExCom/34/53: Strategic planning: proposals on implementing the framework on the 

objectives, priorities, problems, and modalities for strategic planning of the Multilateral Fund in the 
compliance period. 

 UNEP/OzL.Pro/ExCom/36/32: Implementation of Decision 35/56. 
 UNEP/OzL.Pro/ExCom/37/66 and Corrigendum 1: Further actions to implement the framework for the 

strategic planning of the multilateral fund, follow-up to decision 36/53: business planning. 
 UNEP/OzL.Pro/38/57/Rev.1: Guidelines for the preparation, implementation and management of 

performance-based sector and national ODS phase-plans: follow-up to Decision 37/67. 
 UNEP/OzL.Pro/ExCom/38/CRP.1: Guidelines for the preparation, implementation and management of 

performance-based sector and national ODS phase-out plans: follow-up to decision 37/67. 

To guide this assessment, the following performance metrics were applied: 1 

• Standard, compliance-driven set of review criteria is used; 2 

• Review criteria are consistently applied; 3 

• Review criteria are revised as appropriate; and 4 

• Review results in improvements in planning and implementation. 5 

The remainder of this chapter is organized as follows: 6 

 Section 2.1.1 presents background information regarding the ExCom’s policy-making process 7 
for strategic planning, aimed at achieving compliance;  8 

 Section 2.1.2 presents findings and a summary evaluation of the ExCom’s performance with 9 
respect to each metric; and 10 

 Section 2.1.3 provides recommendations based on each performance metric. 11 

2.1.1 Policy History 12 

The ExCom is a decision-based body that relies on past decisions to provide precedents for all future 13 
decisions.  The major roles of the ExCom include: developing appropriate criteria for project eligibility; 14 
developing guidelines for the implementation of activities supported by the Multilateral Fund (the 15 
Fund); and regularly reviewing performance reports on the implementation of such activities 16 
(UNEP/Oz.Pro/9/12, Annex V).   17 

Although compliance goals have existed since the Fund’s inception, the ExCom’s modalities for 18 
ensuring compliance through planning and implementation review have changed over time, in 19 
accordance with the shifting phases of the Fund.  Under the grace period (1990-1999)—when IAs led 20 
the phase-out efforts and projects were designed to encourage Article 5 participation and build 21 
momentum for national ODS phase-out programmes—the ExCom’s review of the adequacy of 22 
planning and implementing programmes focused on achieving phase-out cost-effectively and in as 23 
many sectors as possible.  Conversely, under the compliance period (2000-2010)—when a greater 24 
emphasis is placed on country leadership and performance-based national and sectoral phase-out 25 
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plans—the ExCom’s review of the adequacy of planning and implementing programmes is focused on 1 
achieving country compliance.    2 

The remainder of this section discusses the ExCom’s past and present involvement in the review of 3 
planning and implementation, including its role in: 4 

 Strategic Planning: Guidance and Review—developing guidelines and criteria for planning 5 
based on precedents, with a focus on policies related to strategic planning;  6 

 National and sector phase-out plans: funding —reviewing and approving sector and national 7 
phase-out plans, and developing guidance on the preparation of those plans;  8 

 Review of the phase-out and compliance status of —reviewing status reports on ODS phase-9 
out in Article 5 Parties and updates on Article 5 compliance; 10 

 Business planning—reviewing business plans; and 11 

 Review of the implementation process—reviewing reports on project implementation delays. 12 

Strategic planning: guidance and review   13 

The ExCom’s first informal discussion on strategic planning began in November 1999, at the 29th 14 
Meeting of the Executive Committee.  At this meeting, ExCom members discussed the need to 15 

• relate individual reports on compliance and progress to a more comprehensive, broad view of 16 
national compliance; and  17 

• provide strategic guidance for future funding.   18 

By its 30th meeting, the ExCom determined that an “overall strategy” was in fact needed and, 19 
therefore, requested the Secretariat to prepare a more direct analysis of strategic considerations for 20 
the compliance period (Decision 30/57 in: UNEP/OzL.Pro/ExCom/30/41).  21 

At the 32nd Meeting of the Executive Committee, under Decision 32/75, the ExCom adopted the 22 
document prepared by the Secretariat entitled “Draft framework on the objectives, priorities, problems 23 
and modalities for strategic planning of the Multilateral Fund in the compliance period,” to use as the 24 
basis for future work in strategic planning (UNEP/OzL.Pro/ExCom/32/43).  Following continued efforts 25 
to develop a framework for the strategic planning process, new policies were adopted to implement 26 
strategic planning at the 35th Meeting of the Executive Committee in December 2001 (Decision 27 
35/56).   28 

The new strategic planning and funding policies developed by ExCom utilize the Compliance Oriented 29 
Model (COM) and other measures discussed in-depth below to achieve the goals laid out in the 30 
framework.  Specifically, the COM incorporates reported ODS consumption from the time at which the 31 
model was written, in 2000, and reported ODS phased out by projects to determine the total 32 
remaining ODP tonnes that must be phased out to achieve compliance.  This determination allows the 33 
ExCom to plan the total funds to be allocated to ODS phase-out projects.  The COM is also used to 34 
calculate consumption and production baselines and targets (UNEP/OzL.Pro/ExCom/37/66 and 35 
Corrigendum 1). 36 

In response to the request made in Decision 36/53, the Secretariat prepared two reports, “Further 37 
actions to implement the framework for the strategic planning of the multilateral fund, follow-up to 38 
Decision 36/53: Business Planning” and “Guidelines for the preparation, implementation, and 39 
management of performance-based substance-wide and national ODS phase-out agreements/plans”, 40 
which were presented at the 37th Meeting of the Executive Committee in July 2002.  Based on the 41 
discussion of these reports, the ExCom agreed on a guide for flexible planning and formed an 42 
informal working group to discuss these guidelines and re-submit them to the ExCom at the 38th 43 
Meeting in November of 2002 (Decision 37/67 in:UNEP/OzL.Pro/ExCom/37/71).   44 

The draft guidelines were re-submitted at the 38th Meeting of the Executive Committee under the new 45 
title “Guidelines for the preparation, implementation and management of performance-based sector 46 
and national phase-out plans: follow-up to Decision 37/67” (UNEP/OzL.Pro/ExCom/38/57/Rev/1).  47 
These guidelines are described in detail below in National and sector phase-out plans: funding .   48 
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The ExCom approved the guidelines presented at the 38th Meeting and specified that the guidelines 1 
would not apply to performance-based plans that had been approved prior to the adoption of the 2 
guidelines.  Additionally, the ExCom declared that it would review the guidelines after a two-year 3 
period (Decision 38/65 in: UNEP/OzL.Pro/ExCom/38/57/Rev.1).  4 

National and sector phase-out plans: funding agreements  5 

The ExCom’s process for ensuring compliance occurs through its review of the strategic planning 6 
process and related decisions, as described above in Strategic planning: guidance and review.  The 7 
ExCom also guides and reviews the project and programme planning process, and works to ensure 8 
that plans are compliance-oriented through its review of performance-based funding agreements.  9 
The ExCom’s guidelines for these performance-based plans, which include national and sector 10 
phase-out plans are discussed here, but other related funding plans, such as group and terminal 11 
umbrella phase-out projects are not discussed because although such plans cover several projects 12 
within a sub-sector, technically they are not performance-based plans.   13 

Guidance for performance-based national ODS phase-out plans was not formally approved until 14 
November 2002, during the 38th Meeting of the Executive Committee.  At this meeting, under Decision 15 
38/65, the ExCom approved the document “Revised guidelines for the preparation, implementation 16 
and management of performance-based substance-wide national ODS phase-out plans,” as prepared 17 
by the Secretariat (UNEP/OzL.Pro/ExCom/38/57/Rev.1; UNEP/OzL.Pro/38/70/Rev.1).  Performance-18 
based ODS phase-out plans, also called terminal phase-out management plans (TPMPs), consist of a 19 
proposal, an agreement to formally legalize commitments of the ExCom to fund ODS phase-out, and 20 
commitments of countries to perform phase-out to comply with obligations under the Fund 21 
(UNEP/OzL.Pro/ExCom/38/57/Rev.1).  The plans can only be approved after the country involved, 22 
with the assistance of IAs, forms the first annual implementation programme for projects under the 23 
plan, thus helping to ensure that implementation occurs in a timely manner and that the country will 24 
meet its compliance goals.   25 

The agreement between an Article 5 Party and the ExCom for performance-based funding must 26 
include (UNEP/OzL.Pro/ExCom/38/57/Rev.1): 27 

• Impact of the plan (total ODP tonnes of controlled substance to be eliminated); 28 

• Required data on consumption for two years prior to date agreement is submitted;  29 

• Provisions for situations in which the ExCom fails to approve disbursal of the agreed funding after 30 
ODS phase-out has been achieved and documented, and in which the country fails to meet its 31 
ODS reduction target after the ExCom has made the agreed funds available; 32 

• Choice of the IAs or bilateral agencies that will assist with the plan and the lead agency selected 33 
to coordinate all assisting agencies; 34 

• Details on how administrative fees will be paid to IAs assisting the country with its plan; 35 

• A description of monitoring and evaluation that will be conducted under the plan; 36 

• A description of conditions to be met before fund disbursement to the country occurs;   37 

• Performance targets and indicators;  38 

• A fund disbursement schedule in annual tranches, detailing necessary funds to meet performance 39 
targets; and may also include 40 

• Provisions for flexibility in the use of funds according to evolving situations in the country in order 41 
to achieve the targets.   42 

These agreements must be signed before the IA is permitted to disburse funds to the country 43 
(UNEP/OzL.Pro/ExCom/38/57/Rev.1).   44 

Review of the phase-out and compliance status of Article 5 Parties 45 

This section presents an overview of the ExCom’s annual review of ODS phase-out and compliance 46 
of Article 5 Parties.  To identify progress and problems and provide guidance for future planning, the 47 
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ExCom’s review of Article 5 phase-out and compliance is based on two reports prepared by the 1 
Secretariat: (1) the “Status report on ODS phase-out in Article 5 countries;” and (2) the “Report on the 2 
status of Article 5 countries in achieving compliance with the initial [and intermediate] control 3 
measures of the Montreal Protocol.”  Each of these reports and their associated reviews by the 4 
ExCom are discussed in more detail below. 5 

Status report on ODS phase-out in Article 5 countries  6 

In May 1997, at the 22nd Meeting of the Executive Committee, the Secretariat was requested to begin 7 
submitting annual reports on the status of ODS phase-out in Article 5 Parties.  The purpose of these 8 
reports was to include information on CFC production and consumption; CFC freeze level data (on the 9 
basis of the 1995-1997 baseline); halon production and consumption; and general information on 10 
economic growth (Decision 22/12 in: UNEP/OzL.Pro/ExCom/22/79/Rev.1).  In July 1998, at its 25th 11 
meeting, the ExCom additionally requested that the Secretariat prepare a summary table with the 12 
following data: 13 

Funds approved to date; fund disbursement; percentage of approved funds disbursed; 13 percent support costs; pertinent 14 
consumption data; approved ODP phase-out for the country; actual ODP phased out; percentage of approved consumption 15 
phased out; the approved phase-out in the production sector; and a synthesis of information readily available to the 16 
Secretariat on performance of national ozone units. (Decision 25/12 in: UNEP/OzL.Pro/ExCom/25/68)   17 

ExCom uses this report to assist planning for each triennium.  The report also serves as a basis for 18 
identifying problems and/or suggesting improvements to better achieve compliance.  For example, at 19 
the 28th meeting in July 1999, in response to country baseline issues evident from the Summary 20 
Status Report, the ExCom provided specific recommendations as to how baseline data should be 21 
analysed, and requested IAs to work with NOUs and other agencies to analyse country baseline data 22 
(Decision 28/25 in: UNEP/OzL.Pro/ExCom/28/57).   23 

Report on the status of Article 5 countries in achieving compliance 24 

In December 2000, at its 32nd Meeting of the Executive Committee, the ExCom requested that the 25 
Secretariat begin to prepare annual updates of the status of compliance of Article 5 Parties with the 26 
control measures of the Montreal Protocol.  The aim of these reports is to correlate the impact of 27 
approved non-investment projects with the status of compliance of Article 5 Parties, and to address 28 
other policy measures such as regulations for end-users and import controls. (Decision 32/76 in: 29 
UNEP/OzL.Pro/ExCom/32/44).  30 

More specifically, these updates describe the status of countries toward reaching all compliance 31 
targets under the Montreal Protocol through 2010. The document also reports ODS consumption data 32 
by sector.  The ExCom reviews this report, and uses it to request IAs to assist those countries 33 
identified in the report, which are not already included in business plans, with determining eligible 34 
consumption and implementing activities (Decision 40/19 in: UNEP/OzL.Pro/ExCom/40/50).   35 

Business planning  36 

In July 1995, at the 17th Meeting of the Executive Committee, under Decision 17/19, the ExCom 37 
determined that the Sub-Committee on Project Review should work with IAs to develop business 38 
plans and asked that Members provide suggestions for business plan content 39 
(UNEP/OzL.Pro/ExCom/17/60).   40 

In November 1995, at the 18th Meeting of the Executive Committee, the ExCom reviewed the first 41 
business plans submitted by the IAs (UNEP/OzL.Pro/ExCom/18/13-16) and decided that the business 42 
plans should be reviewed again early in 1996 to allow IAs to plan distribution of funds among 43 
appropriate sectors when preparing business plans for 1997.  The business plans submitted at the 44 
18th meeting were used as models to guide preparation of future business plans (Decision 18/13, 45 
UNEP/OzL.Pro). Decision 20/9, which was taken in October 1996 at the 20th Meeting of the ExCom, 46 
requested the IAs to: 47 

…prepare their 1997 business plans and work programmes after consultation with the Article 5 countries with whom they 48 
would be working and to focus on compliance with commitments under the Montreal Protocol 49 
(UNEP/OzL.Pro/ExCom/20/72).   50 
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When the ExCom reviews business plans submitted by IAs, the items addressed include: 1 

• Approval or rejection of agency-specific performance indicators; 2 

• Discussion of agency performance level; 3 

• Revisions, if necessary, of business plan requests for disbursement targets and number of 4 
projects; 5 

• Recognition of changes in business plans (e.g. project preparation costs or other revisions); 6 

• Endorsement or requests for revision of the business plan; and  7 

• Reaffirmation of specific ExCom targets.  8 

In addition to reviewing individual business plans, the ExCom reviews the overall implementation of 9 
business plans.  The review of implementation of business plans, which began in December 2000, is 10 
based on evaluation reports prepared by the Secretariat, which cover the following topics: 11 

• Analysis of performance indicators and consideration of indicator revisions; 12 

• Agencies’ performance with respect to performance indicators reporting; 13 

• Achievement or lack of achievement of overall Fund phase-out targets; 14 

• Identification of projects that have been approved but not yet implemented; 15 

• Need for agency shares or revision of the share system; and 16 

• Consideration of consequences for agencies not meeting new and existing performance targets.  17 

Review of the implementation process  18 

At each meeting of the ExCom, the adequacy of the implementation process of projects is reviewed.  19 
Projects classified as “projects with implementation delays” by the Secretariat are (1) those that are 20 
anticipated to be completed more than 12 months later than indicated in the project proposal, or (2) 21 
those where funds are disbursed 18 months or more after the project approval date.  The reasons for 22 
implementation delays are reported by IAs to the Secretariat, and then reported to the ExCom during 23 
meetings.  Exhibit 2-2 presents common reasons for project implementation delays.  24 

Exhibit 2-2.  Common Reasons for Project Implementation Delays 25 

• Supplier changed recommendations for alternative equipment safety measures 
• Delayed trials of alternative substances to test their safety and/or performance 

• Delayed safety inspection of new alternative equipment/substances 
• Alternative equipment transferred to new location 
• Delayed dismantling/destruction of old equipment 

• New plant/workshop/factory construction delayed 
• Lack of new alternative technological capacity to achieve pre-phase-out product 

quality 

• Lack of local technical/institutional support  
• Delayed rearrangement of plant/workshop/factory equipment layout 
• Lack of availability of alternative substance 

• Malfunction of new alternative equipment 

• Proper alternative equipment not installed or installation was delayed 

Technical 
Reasons 

• New alternative equipment was not purchased and/or attempted rental of alternative 
equipment was not successful 

• Lack of or delayed ODS legislation in country where project was being implemented  Government 
• Delayed approval of alternative substance by local safety bureau or stalled regulations
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• Government initially requested a specific alternative technology or substance and then 
changed its mind 

 

• Government prevented or delayed funding of the project (e.g., government delayed 
establishment of a separate bank account for implementation of phase-out activities) 

• Supplier withdrew commitment to deliver necessary alternative equipment  

• Supplier postponed installation of new alternative equipment 

• Delayed signing of contracts between supplier and enterprise 
• Lack of agreement over payment terms between supplier of alternative equipment or 

substance and enterprise 

Supplier 

• Disputes between supplier/enterprise on operation and quality of alternative 
equipment sold by the supplier to the enterprise 

• Change of enterprise management  

• Financial difficulties prevent prioritization of ODS phase-out 

• Enterprise relocation  
• Lack of cooperation and responsiveness of enterprise  
• Initial project involved several enterprises; some enterprises dropped out 

• Enterprise initially requested a specific alternative technology or substance and then 
changed its mind  

Enterprise 

• Enterprise staff were not on site when agency conducting the project arrived for a 
monitoring visit 

• Delayed training on new equipment/processes installed in the enterprise 
• Scheduling problems with customs or other customs issues (e.g., staff to monitor 

project implementation or provide training could not enter beneficiary country or 
entrance was delayed) Note that this not always the fault of the multilateral or bilateral 
agency – e.g., recent delays due to SARS in China and conflict in Iraq 

• Slow authorization of payment  

Implementing or 
Executing 
Agencies 

• Data collection from IAs more resource-intensive and complicated than initially 
planned 

External • National consultant delayed preparation of status report 

Source: UNEP/OzL.Pro/ExCom/41/10 1 

In reporting on projects with implementation delays, the Secretariat reports on the following 2 
categories, inter alia:  3 

• Projects with some progress;  4 

• Projects with pending deadlines; 5 

• Projects with no progress—letter of possible cancellation; 6 

• Projects with no progress to two consecutive meetings of the ExCom; and 7 

• Projects with pending issues. 8 

While institutional strengthening, halon banking, customs training, recovery and recycling, and 9 
demonstration projects are not included on lists of projects with implementation delays, and are not 10 
subject to project cancellation procedures, these projects are monitored as appropriate, pursuant to 11 
Decision 36/14.   12 

The implementation delay categories listed above correspond with the established process for project 13 
cancellation.  When a project is classified as a project with implementation delays, and the 14 
responsible IA has reported no progress on implementation after two consecutive ExCom meetings, 15 
that IA is responsible for contacting the country government and setting deadlines or milestones for 16 
the project.  If the milestones or deadlines are not achieved, the projects are eligible to be 17 
automatically cancelled.   18 
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However, if project cancellation could compromise a country’s compliance, the ExCom does not 1 
automatically cancel those projects but reviews them, requesting special updates from IAs on their 2 
status.  As outlined in Decision 38/8, the ExCom authorized 3 

“[…] the Secretariat, in coordination with the country concerned and the Implementing Agencies, to implement the 4 
procedures for project cancellation leading to the possible automatic cancellation of projects except in those cases where 5 
the Secretariat and the implementing agency concerned did not agree to cancel the project and in those cases where the 6 
Secretariat and the implementing agency concerned did not agree to cancel the project and in those cases where the project 7 
was critical to a country’s compliance with existing or future control measures of the Montreal protocol [and] to request 8 
countries with projects considered for cancellation, where the cancellation was critical to a country’s compliance with existing 9 
or future control measures of the Montreal Protocol, to present its views on the cancellation along with any actions that the 10 
government would take to reactivate the project.”   11 

2.1.2 Findings and Evaluation 12 

Based on the discussion of the ExCom’s review of planning and implementation provided in Section 13 
2.1.1, this section presents findings related to the previously identified performance metrics for this 14 
TOR area.  The section is organized as follows: 15 

 Finding by Metric discusses specific findings by performance metrics; and 16 

 Evaluation by Performance Metric provides an overall assessment of the ExCom’s 17 
achievement of each metric, complete with scoring. 18 

Findings by metric 19 

Standard, compliance-driven set of review criteria is used 20 

The ExCom’s decision-making process for strategic planning has been thorough, precise, and 21 
targeted to achieve compliance since its inception.  The ExCom has consistently focused on 22 
compliance issues throughout the strategic planning process, as exemplified by its emphasis on multi-23 
year performance-based sector and national plans, and on country leadership under the compliance 24 
period.   25 

The ExCom’s review of performance-based funding agreements follows a standard process based on 26 
established guidelines.  Moreover, because these guidelines require countries to commit to phasing 27 
out set amounts of ODS to achieve compliance targets and, in turn, require the ExCom to disburse 28 
funding as countries meet targets, these guidelines squarely focus on compliance.   29 

The review of the “Status report on ODS phase-out in Article 5 countries” and the “Report on the 30 
status of Article 5 countries in achieving compliance with the control measures of the Montreal 31 
Protocol” allows the ExCom to evaluate the broader scope of project and programme planning and 32 
implementation processes to determine whether or not they are targeting the right areas (i.e., those 33 
countries or sectors where compliance is most at-risk).   34 

The ExCom’s review of business plans allows it to closely investigate the details of the performance 35 
indicators, targets, sector foci, and planning of individual agencies, as well as the broader issues of 36 
project planning and implementation in various sectors and regions across IAs.  By reviewing 37 
business plans at two levels (i.e., individual IA business plans and the implementation of business 38 
plans), the ExCom can identify common issues and problems.   39 

The ExCom applies a standard, compliance-driven set of review criteria to evaluate project 40 
implementation delays.  This process allows the ExCom to adequately review the project 41 
implementation process and ensure that if implementation is not occurring at a sufficient rate and 42 
funds have not been used efficiently and/or failed to contribute to compliance, projects can be 43 
cancelled and remaining funds can be disbursed for more effective purposes elsewhere.     44 

In addition, the criteria established at the 38th Meeting of the Executive Committee to prevent 45 
cancellation of projects necessary for country compliance reflect the importance of ensuring that 46 
projects critical for national compliance are not automatically cancelled.  However, the ExCom lacks 47 
adequate precedents to determine when to cancel projects that, although critical for national 48 
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compliance and therefore immune to automatic cancellation procedures, have experienced repeated 1 
implementation delays, repeatedly missed milestones, and failed despite multiple attempts to phase 2 
out ODS.   3 

Furthermore, although ExCom decisions, which serve as precedents or review criteria, are 4 
summarized in the document, Policies, Procedures, Guidelines, and Procedures, this document’s 5 
length of over 800 pages, may pose a challenge for new or less experienced ExCom members when 6 
attempting to identify these precedents.    7 

Review criteria are consistently applied  8 

The ExCom consistently applies the guidelines set out in the document “Revised guidelines for the 9 
preparation, implementation and management of performance-based substance-wide national ODS 10 
phase-out plans” when reviewing and signing performance-based funding agreements.  Past 11 
examples of the ExCom’s review of agreements prior to signing indicate that the ExCom adequately 12 
and consistently reviews the planning process for the necessary components of agreements, which 13 
are described in more detail in Section 2.6.1, the policy history of the confidentiality of ExCom meeting 14 
documentation.   15 

The ExCom consistently and thoroughly reviews the overall status of Article 5 Party compliance.  It 16 
also provides recommendations for areas where IAs should help plan and implement projects.   17 

The ExCom consistently applies a review process for business planning, systematically investigating 18 
the applicability and use of performance indicators, actual performance compared to indicators and 19 
other related factors when reviewing business plans.   20 

At each meeting, the ExCom consistently reviews the Secretariat’s report on project implementation 21 
delays and reaches decisions regarding actual and possible cancellations.  22 

On rare occasions, review criteria have been inconsistently applied, where projects with repeated 23 
implementation delays–which would typically be automatically cancelled–are not cancelled.  The 24 
ExCom in such cases goes to great lengths to avoid project cancellation because of the project’s 25 
importance to compliance, but in some cases, continued disbursal of funds fails to assist compliance.  26 
See further discussion of this issue under Standard, compliance-driven set of review criteria is used.  27 

Review criteria are revised as appropriate 28 

The ExCom’s initiative to begin the strategic planning process demonstrates the ExCom’s ability to 29 
anticipate and act on the need for revised guidelines under the compliance period.  Indeed, the 30 
ExCom’s thorough iterations of policy-making for strategic planning exemplify its strong commitment 31 
to revise criteria as needed (e.g., for performance-based funding agreements, planning for the fund 32 
triennium and other activities directly related to assisting countries reach compliance targets).   33 

The ExCom has also revised the strategic planning framework and guidelines, and other policies to 34 
allow for flexibility in cases where countries experience unexpected circumstances that could threaten 35 
compliance.  For example, under strategic planning, the ExCom strives to formulate flexible funding 36 
policies such that Article 5 Parties may select projects and programmes that they believe will most 37 
effectively phase-out ODS and help them comply with phase-out targets.   38 

The ExCom’s request for annual updates on the status of phase-out efforts in Article 5 Parties 39 
demonstrated its commitment to gathering and reviewing the most recent information on compliance.  40 
The ExCom’s frequent requests for updates or status papers from the Secretariat similarly reflect the 41 
ExCom’s dedication to maintaining a pulse on current activities with an eye to revising criteria as 42 
needed. 43 

The ExCom reviews and revises criteria within business plans when needed, as exemplified by its 44 
request that the Secretariat work with IAs and Article 5 Parties to:  [B]egin to examine and formulate new 45 
[performance] indicators consistent with the Executive Committee’s efforts to develop a strategic plan which incorporates a 46 
country-driven approach, and submit a report to the Executive Committee at a future meeting (Decision 32/7 in: 47 
UNEP/OzL.Pro/ExCom/32/44).   48 



Evaluation of the Financial Mechanism of the Montreal Protocol                 ICF Consulting 

 DRAFT  Last saved on: 6/22/2004 8:48 PM  DO NOT QUOTE OR CITE  
17

The ExCom has revised project implementation review criteria as necessary, as exemplified by 1 
Decision 38/8 at the 38th Meeting of the Executive Committee, when the ExCom established criteria to 2 
prevent the cancellation of projects that are deemed critical for country compliance.   3 

However, because the ExCom is a deliberating body, the process of policy revision is sometimes 4 
protracted.  While policies generally are revised such that inefficiencies are addressed, there is 5 
sometimes a lag between identification of issues, agreement of all members, and the actual resulting 6 
policy decision.  To a certain extent, this lag is appropriate because the ExCom takes more time to 7 
make policy that will significantly affect future activities. 8 

Resulting improvements in planning and implementation 9 

The ExCom’s guidance for strategic planning has led to improvements in planning and 10 
implementation because it has resulted in a greater focus on national compliance. The ExCom 11 
improves future performance-based plans by thoroughly reviewing them and only signing them once 12 
all criteria are fulfilled.  Thus, countries are required to submit plans that are comprehensive and 13 
clearly inclusive of compliance goals.  However, the results of the review of project implementation 14 
delays do not always specify actions that could be taken to avoid future implementation delays.  15 

Additionally, because of the country-driven aspect of strategic planning, Article 5 Parties’ actual 16 
achievement of compliance is, to a certain extent, beyond the scope of the ExCom’s planning and 17 
guidance.  For example, although strategic planning states that Article 5 Parties should lead 18 
compliance efforts, only 10 of the 19 countries that may require additional assistance to achieve 20 19 
percent reduction of methyl bromide consumption by 2005 requested assistance from IAs and were 20 
included in IAs’ 2003 business plans.  Likewise, 17 of the 30 countries that may not achieve 21 
compliance with the carbon tetrachloride (CTC) reduction target by 2005 were not included in the 22 
2003-2005 business plans, while eight of the 13 countries that may require additional phase-out 23 
assistance to achieve the methyl chloroform reduction target in 2005 are not included in the 2003-24 
2005 business plans.  In the country-driven modality of current strategic planning, it is the NOUs’ 25 
responsibility to identify projects necessary for compliance, and, as such, the failure of some NOUs to 26 
request such projects is not necessarily a weakness of the ExCom planning process.  However, given 27 
this failure, the ExCom might consider continuing to emphasize the need for project planning and 28 
identification for non-compliant Parties.  29 

Although ExCom planning cannot guarantee Article 5 compliance, by reviewing the status report on 30 
ODS phase-out in Article 5 Parties, the ExCom can inform IAs of the priority areas for their business 31 
plans (e.g., those areas where projects have been approved but implementation has been delayed).  32 
Moreover, the ExCom’s review of current status of compliance could lead to suggestions for improving 33 
existing policies for compliance, thereby directly improving the project planning process.  34 

By suggesting necessary revisions to the business plans of IAs, the ExCom provides constructive 35 
suggestions that can be incorporated into the final business plans for the current year and into future 36 
plans.  Specifically, the ExCom often adds conditions to business plan endorsements, which should 37 
be addressed by the IA.  For example, the ExCom may request that an IA work to achieve 38 
performance results closer to those of other agencies, or to ensure that it address all required 39 
performance indicators in its business plan.  In this way, future business plans are improved.  40 

The ExCom’s review of business plans also initiates requests for guidance documents that address 41 
various sectors, to be provided by the Secretariat.   42 

In its review of the consolidated business plans for triennia, the ExCom discusses areas of the plan 43 
that could be improved, and decides upon action items for such areas.  For example, at the 42nd 44 
Meeting of the Executive Committee, the ExCom discussed qualitative performance indicators 45 
presented by the World Bank as a component of the consolidated 2004-2006 business plan.  The 46 
ExCom decided that further improvements could be made to the indicators and invited members to 47 
submit other suggestions for indicators to the Secretariat (Decision 42/5 in: 48 
UNEP/OzL.Pro/ExCom/42/54).   49 

While the process of reviewing project implementation delays may encourage IAs and countries to 50 
overcome barriers to implementation in order to avoid project cancellation, thus aiding compliance 51 
efforts, the ExCom reviews all projects with implementation delays at every meeting and develops 52 
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strategies for such delays.  Because the cause of delay is often unique for each project, and because 1 
there may be a host of projects with implementation delays, it is difficult for the ExCom to develop 2 
effective suggestions to overcome these delays within the context of the ExCom meeting. 3 

Evaluation by performance metric 4 

Based on the findings presented above, the achievement of each performance metric was evaluated 5 
using identified criteria, and performance was scored based on the system described in the 6 
Introduction chapter of this report.  This performance summary is provided in Exhibit 2-3. 7 

Exhibit 2-3.  Performance Summary 8 

Metric Result Justifications 
Standard, 
compliance-driven set 
of review criteria 

5 Strengths 
 Policy history demonstrates a record of decisions that are used as 

standard precedents for reviewing implementation and planning.  
 Review of project implementation is standardized with applicable 

measures to address issues revealed by review. 
 The ExCom’s guidance for strategic planning, which sets the 

planning framework, has consistently focused on compliance. 
 The ExCom provides thorough review of and guidance for 

performance-based national and sector phase-out plans and 
agreements for performance-based funding. 

 ExCom improved guidance for project cancellation as related to 
compliance through establishment of guidelines at its 38th meeting. 

Weaknesses 
 Precedents, which serve as review criteria, may be difficult for new 

ExCom members to learn quickly. 
 A lack of precedence for timing of cancellation of projects that are 

necessary for compliance, but have experienced repeated 
implementation delays, repeatedly missed milestones, and failed 
despite multiple attempts to phase out ODS, occasionally results in 
over-expenditure of funds on ineffective projects. 

Review criteria 
consistently applied 

4 Strengths 
 Review criteria (precedents) are consistently applied by the ExCom.
 Each project with implementation delays is treated consistently 

(cancellation if deadlines or milestones are not met).  
 The ExCom’s review of project implementation delays is a standard 

process that is consistently applied. 
 The ExCom’s review of business plans is thorough and consistent. 

Weaknesses 
 See discussion of project cancellation precedence above under 

“Standard, compliance-driven set of review criteria”.  
Review criteria 
revised as 
appropriate 

4 Strengths 
 Policies on planning and implementation have been continuously 

updated (e.g., strategic planning).  
 The ExCom has requested the Secretariat to prepare documents 

suggesting revisions to business plan components, such as 
performance indicators, when guidelines and policy changed. 

 The ExCom has consistently revised and improved guidelines for 
strategic planning, and has requested the Secretariat to revise 
required components of business plans, such as performance 
indicators, as necessary. 

Weaknesses 
 The ExCom has occasionally been slow to approve guidelines that 

are more forward-looking, such as those related to sector-based 
plans, accelerated methyl bromide phase-out, and HCFC phase-out 
projects.  
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Metric Result Justifications 
Resulting 
improvements in 
planning and 
implementation.  

4 Strengths 
 The ExCom’s extensive updating of the planning process has led to 

effective decisions regarding strategic planning and a country-
driven, compliance-oriented focus.  

 The ExCom review of ODS phase-out and compliance in Article 5 
Parties provides IAs with clear direction on areas in which to focus 
activity planning. 

 The ExCom’s business plan review helps prevent activity overlaps 
that may not have been identified during the Secretariat’s review. 

 The ExCom‘s review of planning and implementation often results in 
constructive suggestions for future improvements. 

Weaknesses 
 Results of the review processes for planning and implementation, in 

particular those results from the review of project implementation 
delays, are not always directly applied to preventing future delays 
(i.e., by developing concrete suggestions to avoid similar delays in 
future). 

 Developing strategies to improve progress on projects with 
implementation delays at ExCom meetings may be unnecessarily 
time-consuming.    

2.1.3 Recommendations 1 

This section presents the recommendations and specific actions that the ExCom may wish to consider 2 
relevant to this TOR area, organized by performance metric. 3 

Standard, compliance-driven set of review criteria 4 

 Continue the strategic planning process, with a focus on countries in non-compliance and 5 
LVCs. 6 

No recommendation for new action necessary.  To improve the compliance-oriented model, the 7 
ExCom should continue to stress the importance of data reporting in its approval of institutional 8 
strengthening projects.  Additionally, the ExCom should continue to emphasize the standards for data 9 
reporting, such as reporting production and consumption as defined by the Protocol and as required 10 
by national agreements with the Fund.   11 

 Develop and consistently apply guidelines related to project cancellation/ continuation to all 12 
projects, including those deemed critical to national compliance.  13 

The ExCom should convene a working group to systematically review precedents that have 14 
addressed the issue of project delay and cancellation.  The group should identify common decisions 15 
and note the circumstances under which projects were cancelled after numerous chances for 16 
improvement.  Specifically, the group should determine “threshold” criteria at which a project should 17 
be cancelled, even if it is necessary to compliance, and develop step-by-step decision-making 18 
framework for the ExCom to employ when reviewing projects that meet the threshold criteria.   19 

Review criteria consistently applied 20 

 Continue consistent application of review criteria.  21 

No recommendation for new action necessary. 22 

Review criteria revised 23 

 Address forward-looking compliance issues at ExCom meetings.  In particular, continue 24 
discussing methyl bromide accelerated phase-out and HCFC phase-out.   25 
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In addressing forward-looking compliance issues, the ExCom should advance discussion of the 1 
issues of methyl bromide accelerated phase-out and future HCFC phase-outs, including establishing 2 
a schedule defining when and how the issues will be discussed. 3 

 Continue to ensure that review thoroughly addresses the highest priority compliance areas 4 
and includes analysis of compliance and phase-out in LVCs.   5 

No recommendation for new action necessary.  The ExCom should continue to emphasize countries 6 
in which IAs are requested to plan activities in its review of the “Annual update on the status of 7 
compliance of Article 5 countries.”  Also, reviews of the status of Article 5 compliance and ODS 8 
phase-out should include a review, in the year following the release of these documents, of the actual 9 
location of plans and activities of IAs compared to the locations listed as priorities in the documents. 10 

Resulting improvements in planning and implementation 11 

 Ensure that results of the review of project implementation delay inform IAs about how to 12 
avoid future delays 13 

“Project implementation delay” documents include a section on Recommendations, which includes 14 
requests for IAs to provide reports on specific projects experiencing some form of delay.  A section on 15 
“lessons learned” could be added, briefly outlining strategies that can be used in the future to prevent 16 
the types of delays presently experienced.  Such summaries could also be compiled and posted on an 17 
internal website for IAs to easily access.  18 

 Consider requesting the Secretariat to take action to develop prescriptive approaches to 19 
address project implementation delays. 20 

The ExCom should consider delegating to the Secretariat the authority to take more action and 21 
intervene with respect to IA implementation delays, so that the ExCom is not fully tasked with 22 
development of strategies to address such delays.  Because the Secretariat already engages in a 23 
more intimate dialogue with the IAs regarding their implementation delays, the Secretariat could 24 
intervene to prevent and/or address these delays in a more timely manner and to develop more 25 
prescriptive remedies.  The current situation of addressing these mattes at ExCom meetings implies 26 
that issues are addressed only periodically instead of on an on-going basis, and consumes ExCom 27 
meeting time.  The Secretariat could, in place of the current system, provide a status report on its 28 
communication with IAs regarding implementation delays and steps taken to address these delays at 29 
each ExCom meeting.  The ExCom could review this progress report and intervene only if it wishes to 30 
modify the Secretariat’s approach.    31 

 Continue to ensure that sufficient policies have been adopted to support the strategic 32 
planning framework, particularly to support LVCs. 33 

No recommendation for new action is necessary.  In the event that it is determined that sufficient 34 
resources have not been approved for LVCs, the ExCom should emphasize LVC priority areas 35 
following review of “Summary status report on ODS phase-out for Article 5 countries” and “Summary 36 
status report on ODS phase-out for Article 5 countries.”   37 

Exhibit 2-4 summarizes the recommendations and specific actions to improve the ExCom’s review of 38 
the planning and implementation process.  39 
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Exhibit 2-4.  Summary of Recommendations 1 

General Recommendation Recommended Action 

Standard, compliance-driven set of review criteria 

 Continue the strategic planning process, with 
particular focus on countries in non-compliance 
and LVCs. At ExCom meetings, continue 
discussion and revision of the strategic planning 
framework and triennial plans.  Request that the 
Secretariat continue to improve the COM with the 
assistance of IAs and NOUs.  

 Develop and consistently apply guidelines related 
to project cancellation/ continuation to all projects, 
including those deemed critical to national 
compliance.  

 

 No recommendation for new action necessary.   
 
 
 
 
 

 Form an informal working group to determine a 
step-by-step decision-making framework for such 
situations by investigating precedents in detail and 
determining the “threshold” criteria at which a 
project should be cancelled, even if it is necessary 
to compliance.  

Review criteria consistently applied  

 Continue consistent application of review criteria.  No recommendation for new action necessary.   

Review criteria revised 

 Address forward-looking compliance issues at 
ExCom meetings.  In particular, continue 
discussing methyl bromide accelerated phase-out 
and HCFC phase-out.   

 

 Advance discussion of the issues of methyl 
bromide accelerated phase-out and future HCFC 
phase-outs at ExCom meetings and establish a 
schedule defining when and how the issues will be 
discussed.   

 Continue to ensure that review thoroughly 
addresses the highest priority compliance areas 
and includes analysis of compliance and phase-
out in LVCs.   

 No recommendation for new action necessary. 

Resulting improvements in planning and implementation 

 Ensure that results of review of project 
implementation delay are not only applied to 
determine project cancellation, monitoring, or 
removal from the list of delays, but also to inform 
IAs of how to avoid future delays. 

 

 Request the Secretariat to add a new section to the 
document “Lessons learned on project 
implementation delays,” providing specific 
suggestions for how various types of delays could 
be avoided in future, based on knowledge gained 
from past experiences.  Create an internal website 
for IAs that summarizes and compiles these 
lessons learned. 

 Consider requesting the Secretariat to take action 
to develop prescriptive approaches to address 
project implementation delays. 

 Consider delegating to the Secretariat the authority 
to take action on projects with implementation 
delays, prior to ExCom meetings.  The Secretariat 
should work with IAs to develop prescriptive 
approaches for improving progress and submit 
progress reports to each ExCom meeting. 

 Continue to ensure that sufficient policies have 
been adopted to support the strategic planning 
framework, particularly LVCs. 

 No recommendation for new action is necessary.  

 2 

2.2 Term of Reference Area #1b: The Adequacy of Information Presented to the 3 
Executive Committee 4 

The term of reference area evaluated in this section is: the adequacy of information presented to the 5 
Executive Committee to enable it to take decisions on projects and policies.  Accordingly, this section 6 
evaluates the information that Executive Committee (ExCom) decision-makers receive for review of 7 
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projects, policies, or other phase-out-related decisions, primarily from the Secretariat; but it is 1 
recognized that this information originates from the Implementing Agencies (IAs), National Ozone 2 
Units (NOUs), enterprises, and others.  Exhibit 2-5 presents the key documents and decisions 3 
referenced in this assessment.   4 

Exhibit 2-5.  Relevant Documents and Decisions 5 

 UNEP/OzL.Pro/ExCom/2/4: Criteria for reporting by the implementing agencies to the Executive 
Committee 

 UNEP/OzL.Pro/ExCom/5/5: Procedures for presentation of country programmes and project proposals 
to the Executive Committee 

 UNEP/OzL.Pro/ExCom/6/7: Draft guidelines for the presentation of projects 
 UNEP/OzL.Pro/ExCom/13/43: Data collection and data reporting 
 UNEP/OzL.Pro/ExCom/14/15: Final Report UNEP 
 UNEP/OzL.Pro/ExCom/18/13-16: Format for use by the agencies in their the preparation of their 

business plans 
 UNEP/OzL.Pro/ExCom/19/4: Revised format for progress and financial reporting 
 UNEP/OzL.Pro/ExCom/30/7: Report on the outcome of the workshop on project completion report 

formats 
 UNEP/OzL.Pro/ExCom/34/54: Guidelines for the preparation of country programme updates 
 Decision 38/1 in: UNEP/OzL.Pro/ExCom/38/70/Rev.1: Report of the 38th Meeting of the Executive 

Committee  
 UNEP/OzL.Pro/ExCom/40/12: Secretariat's proposal on criteria for project funding to accelerate phase-

out and/or to maintain momentum 
 UNEP/OzL.Pro/ExCom/40/50: Report of the Fortieth Meeting of the Executive Committee of the 

Multilateral Fund for the implementation of the Montreal Protocol 
 UNEP/OzL.Pro/ExCom/41/08: 2003 consolidated project completion report 
 Policies, Procedures, and Guidelines: Terms of Reference of the Sub-Committees in Annex II 

To guide this assessment, the following performance metrics were applied: 6 

• Quantity of information; 7 

• Quality of information; 8 

• Presentation of information; 9 

• Consistency of information; and 10 

• Timing of receipt of information. 11 

The remainder of this chapter is organized as follows: 12 

 Section 2.2.1 presents background information regarding the policy history of the information 13 
presented to the ExCom; 14 

 Section 2.2.2 discusses findings and provides an evaluation of the Executive Committee’s 15 
performance with respect to each metric; and 16 

 Section 2.2.3 provides recommendations based on each performance metric. 17 

2.2.1 Policy History 18 

In December 1990, during the 2nd Meeting of the Parties, it was decided that the ExCom would, among 19 
other functions, be responsible for the review of projects, policies, and phase-out-related decisions 20 
(UNEP/OzL.Pro/2/3 Appendix II of Decision II/8).  In order to make decisions on projects and policies, 21 
the members of the ExCom must review a substantial amount of documentation.  It is the 22 
responsibility of the Secretariat to write reports, receive documentation from IAs, and arrange for the 23 
translation, reproduction, publication, and distribution of the official documents of the meetings of the 24 
ExCom to ensure that comprehensive information is provided to ExCom members. 25 
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The remainder of this section provides an overview of the policy history regarding the nature of 1 
information provided to the ExCom.  First, the quantity of information provided to the ExCom is 2 
described, followed by descriptions of the information’s quality, presentation, consistency, and timing. 3 

Quantity of information 4 

The following five elements are constant agenda items of a typical ExCom meeting: country 5 
programs, progress reports, work programmes, projects, and policy issues.  In addition to receiving 6 
documents related to these items, the ExCom also receives a variety of other documentation, such as 7 
provisional agendas, reports on Secretariat activities, reports on financial planning, three year phase-8 
out plans, business plans, evaluation reports on most sectors, and requested reports – all of which 9 
are prepared by the Secretariat.  Information on all of these types of documents which are submitted 10 
to the ExCom are discussed below. 11 

Country programmes 12 

Country programmes provide both policy and project elements necessary for a country’s phase-out 13 
strategy.  Documentation includes a cover sheet, an executive summary, the country programme, and 14 
the Fund Secretariat’s comments, which summarize the key elements of the programme and provide 15 
recommendations for ExCom consideration.   16 

Country programmes are submitted for review at any of the three annual ExCom meetings.  However, 17 
while the ExCom’s review of country programmes has historically required a significant amount of 18 
time and attention, this is no longer the case, as most countries have already submitted their 19 
programmes to the ExCom for consideration and approval.   20 

Progress reports 21 

Progress reports are the ExCom’s primary sources for project monitoring.  This agenda item 22 
continues to occupy much of the ExCom’s time, as most of the individual projects have now been 23 
approved and must, therefore, have their implementation monitored.  The following types of progress 24 
reports are provided by each of the four multilateral IAs to the ExCom via the Secretariat:  25 

• Annual reports on implementation of activities of prior-approved work programmes and activities 26 
related to country programmes; 27 

• Reports on disagreements by requesting countries, that require ExCom review; and 28 

• Revision of the current year’s budget, where necessary, and the following year’s budget and 29 
workplan. 30 

Work programmes 31 

Multilateral and Bilateral Implementing Agencies develop work programmes in cooperation with 32 
potential recipient countries.  These work programmes are essential for strategic planning and are 33 
thoroughly reviewed in terms of project priorities and sectoral ODS phase-out targets.  The IAs and 34 
the Secretariat meet every December to consider work programme activities for the following year, 35 
and to establish how they will fit into the three-year plans and budgets.  Work programmes delineate: 36 

• Types of activities and projects on which agreement has been reached between the IAs and the 37 
concerned party; 38 

• Types of activities and projects that must be sufficiently defined to allow the ExCom to review and 39 
monitor these activities; 40 

• Means of coordinating with other IAs; 41 

• Timeframe for action; 42 

• Expected outcomes; and  43 

• Estimated budget by major categories and fiscal quarters. 44 
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Work programmes are approved by the ExCom on an annual basis.  Work programme amendments 1 
are usually presented for consideration at every ExCom meeting.  Prior to the ExCom meetings, the 2 
Secretariat consolidates all work programmes into one document and provides comments and funding 3 
recommendation on all work programmes and associated amendments.   4 

Project documentation 5 

The documentation received for project proposals often includes numerous consultants’ reports and 6 
other materials.  In December of 1993, at the 11th Meeting of the Executive Committee, it was decided 7 
that documentation for project proposals distributed to ExCom members should be limited to the 8 
executive project summary, the technical review and IAs’ response, and the Secretariat’s comments 9 
(UNEP/OzL.Pro/ExCom/11/36 and 11/34).  Since this decision, project proposal background material 10 
has been made available to ExCom members and meeting observers only upon request.  11 

The quantity of information provided to ExCom members was further streamlined at the 17th Meeting 12 
of the Executive Committee, when a decision was made to not have ExCom members review the full 13 
project documents of projects that are “clearly approvable.”  It was also decided that the ExCom 14 
would not be sent country-specific project documentation for projects that raise new policy issues (i.e., 15 
for which no precedents have been set), unless the Secretariat and IAs develop a consensus 16 
agreement on how to deal with the particular policy issue (as it relates to the proposed project at-hand 17 
and all other future projects that are similarly situated).  In the event that such consensus is reached, 18 
the Secretariat sends out any related project documents, the project recommendation, and a short 19 
policy paper that identifies the issues and includes a recommended course of action.  Conversely, if 20 
the Secretariat and IAs are unable to reach a consensus, a relevant policy paper and project cover 21 
sheet (if available) are provided to ExCom members and observers to allow for consideration of the 22 
issues.   23 

Both individual projects and terminal sector programs are being replaced by national phase-out plans, 24 
as discussed at the 36th Meeting of the Executive Committee in March of 2002.  Once a national 25 
phase-out strategy is finalized, it is submitted to the ExCom for discussion and for later use as a basis 26 
for funding decisions.   27 

Over time the trend has been that at the completion of all projects, project completion reports (PCRs) 28 
are submitted to the Secretariat, who then evaluates them based on set criteria.  For investment 29 
projects, these criteria include: pre-conditions for completion; delays; cost-effectiveness of funding; 30 
project preparation; technology choices; and management of risks.  A summary of this material is then 31 
presented to the ExCom at the last meeting of each year with recommendations for action. 32 

Business plans 33 

Business plans are prepared for both the Fund (by the Secretariat and the ExCom) and for IAs (by the 34 
IAs) on a one-year and three-year basis.  These business plans are based on intersectoral priorities 35 
and strategies contained in the country programmes and the results of the compliance analysis 36 
conducted pursuant to the Compliance Oriented Model (COM).  Until recently, these business plans 37 
were reviewed by the Sub-Committee on Monitoring, Evaluation, and Finance, which made 38 
recommendations to the ExCom on the draft and final versions of the plans.  Currently, the ExCom 39 
receives the business plans directly and takes full and final action on them.   40 

Bilateral cooperation project documentation 41 

Non-Article 5 Parties submit business plans to the Secretariat for review of their proposed bilateral or 42 
regional contributions.  The business plans identify beneficiary countries and the proposed activities to 43 
be implemented in future, with timetables and estimated budgets.  The Secretariat then prepares a 44 
summary of the proposals for regional or bilateral assistance, as well as recommended actions, which 45 
is then reported to the ExCom.  Based on this information, the ExCom evaluates these proposed 46 
projects in light of the Secretariat’s recommendations.  47 

Financial reports 48 

In its role as Treasurer, UNEP submits accounts of the Fund to the ExCom for each calendar year 49 
based on the expenditures incurred by the Secretariat, and the statements of expenditure by the IAs 50 
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(taking account of interest earned by IAs on fund balances held, as well as interest earned by UNEP 1 
on balances it holds as treasurer).  UNEP also reports on training, country studies, and outreach and 2 
communication efforts, and prepares an annual audited report on the income and expenditures of the 3 
Multilateral Fund.  All of this documentation is summarized by the Secretariat and reviewed by the 4 
ExCom. 5 

Evaluation reports 6 

Evaluation reports are prepared by the Monitoring and Evaluation Officer of the Secretariat based on 7 
desk studies submitted by consultants.  These reports evaluate, by sector, the entire project cycle 8 
from project preparation to implementation to completion and assess whether results were achieved 9 
in terms of phase-out and cost.  The evaluations follow a standard format as determined at the 23rd 10 
Meeting of the Executive Committee and aid the ExCom in planning and improving projects and 11 
programmes, as well as making technical decisions. 12 

Quality of information 13 

The quality of the information provided to the ExCom is addressed on an as-needed basis by the 14 
ExCom in cooperation with the Secretariat.  Several examples of decisions made to improve the 15 
quality of information are described below: 16 

• At the 36th Meeting of the ExCom, it was noted that, when requests to prepare multiple sectoral 17 
phase-out projects are submitted, the submission of the first sector phase-out project must be 18 
accompanied by a clear implementation plan, outlining coordination among the various IAs 19 
involved, detailing the sectoral distribution of the remaining ODS tonnes targeted for phased-out, 20 
and describing how reduction in national aggregate ODS consumption will be verified.  These 21 
documentation requirements were designed to ensure that ExCom decisions are based on 22 
appropriate and adequate information. 23 

• At the 38th meeting, the quality of Project Completion Reports (PCRs) was addressed by the 24 
ExCom, with an eye toward improving the content to better support ExCom decision-making 25 
processes.  To this end, the ExCom requested that IAs include financial figures on actual 26 
expenditures on completed projects in their PCRs.  Additionally, the ExCom encouraged IAs to 27 
“provide in future project completion reports insight into the project history, the problems 28 
encountered and resolved, and the lessons learned in the process leading to a substantive 29 
analysis of projects” (UNEP/OzL.Pro/ExCom/38/70/Rev 1).  At the 41st Meeting of the Executive 30 
Committee, it was determined that both the delivery and quality of PCRs had generally improved, 31 
although performance was uneven in many cases.   32 

Presentation of information 33 

The presentation of the information provided to the ExCom is governed by the guidelines that have 34 
been established for different types of documents. Several examples of decisions made to improve 35 
the presentation of information are described below: 36 

• At its 7th meeting, the ExCom approved the guidelines for presentation of projects and criteria for 37 
project approval.  These guidelines are intended to ensure that the content and level of detail of 38 
information provided to the ExCom is appropriate and adequate. At this meeting it was further 39 
decided that IAs submitting project proposals can utilize formats that are consistent with their own 40 
internal reporting procedures and operations, provided that they include the information 41 
requested.  Complete project documents are not expected to exceed ten typed singe-spaced 42 
pages in length (UNEP/OzL.Pro/ExCom/7/30). 43 

• At the 8th Meeting of the ExCom, it was emphasized that the approved guidelines for projects, 44 
work programmes, and country programmes should be followed.  At the 25th Meeting, it was 45 
decided that projects submitted should follow the specific project format, as agreed upon by the 46 
Secretariat and IAs.  47 

• Most recently, at the 42nd Meeting of the Executive Committee, an annotated agenda was 48 
provided for the plenary session, which previously had not been the case.  Historically, annotated 49 
agendas had only been provided for the meetings of the Sub-Committees on Project Review and 50 
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Monitoring, Evaluation and Finance.  However, with the abolition of the sub-committees, the 1 
annotated agenda allowed the ExCom to better prepare for and track the meeting.  For each item 2 
on the provisional agenda, the annotated agenda highlighted the relevant document(s), issues to 3 
be addressed, and recommended action for the ExCom.  The provision of the annotated agenda 4 
was well received by ExCom members. 5 

Consistency of information 6 

In the past, ExCom members have noted cases of inconsistency in the meeting documentation. 7 
These issues have been addressed on an as-needed basis, as demonstrated by the examples below: 8 

• At the 8th Meeting of the ExCom in October 1992, the project proposal guidelines were updated to 9 
clarify the meaning of “approval category,” “IA,” and “eligible incremental costs,” to further 10 
standardize reporting across IAs (UNEP/OzL.Pro/ExCom/8.29 Annex III).  11 

• At its 25th meeting in July 1998, the ExCom decided that projects that need major revisions in 12 
order to comply with the standard project format will be deferred.  Likewise, projects for which 13 
agreement cannot be reached on the basis of technical eligibility issues within ten days prior to 14 
ExCom meetings will also be deferred.  To reach agreement on such issues (and to serve as 15 
precedents for future issues that are similar in nature), it was decided that they would be 16 
addressed in technical review discussions immediately following ExCom meetings.   17 

• At the 38th Meeting of the Executive Committee, data inconsistencies were noted between PCRs, 18 
the Inventory of Approved Projects, and Annual Progress Reports.  The ExCom, therefore, 19 
requested IAs to establish full consistency of data reported in these documents by the end of 20 
March 2003.   21 

• At the 41st Meeting of the Executive Committee, the Senior Monitoring and Evaluation Officer 22 
indicated that the information presented in the PCRs was not always complete or consistent.  In 23 
particular, the Officer noted that there were problems with how incremental operating costs and 24 
equipment destruction were reflected.  In response, IAs were requested to make an increased 25 
effort to provide complete and consistent information in project completion reports. 26 

Timing of receipt of information 27 

It was decided at the 7th Meeting of the Executive Committee that documentation should be sent to 28 
ExCom members one month in advance of each meeting (UNEP/OzL.Pro/ExCom/7/30 Annex III and 29 
8/29 Annex III).  This decision was augmented at the 18th Meeting of the Executive Committee, when 30 
it was decided that the deadline for submission of any new written project-related information to 31 
ExCom members should be two weeks before the date of the meeting (Decision 18/75 in:  32 
UNEP/OzL.Pro/ExCom/18/75).  33 

2.2.2 Findings and Evaluation 34 

Based on the discussion of the information provided to the ExCom provided in Section 2.2.1, this 35 
section presents findings related to the previously identified performance metrics for this TOR area.  36 
The section is organized as follows: 37 

 Findings by Metric discusses specific findings by performance metrics; and 38 

 Evaluation by Performance Metric provides an overall assessment of the ExCom’s 39 
achievement of each metric, complete with scoring. 40 

Findings by metric 41 

In general, the information provided to the ExCom by the Secretariat is adequate and appropriate to 42 
enable it to make decisions on projects and policies.   43 
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Quantity of information  1 

The quantity of information provided to the ExCom has changed over time to reflect evolving needs 2 
for varying amounts of information.  As the documentation load has increased, the ExCom, in co-3 
operation with the Secretariat and IAs, has developed guidelines for streamlining the quantity of 4 
information provided to members during meetings.  Therefore, the quantity of information provided to 5 
the ExCom has consistently been adequate to enable ExCom members to make decisions on projects 6 
and policies.   7 

However, despite efforts to streamline documentation, some ExCom members find that the overall 8 
quantity of the information provided is more than they have time to carefully review.  Indeed, 9 
according to interviews conducted for this report, the meeting documentation provides more 10 
information than is needed by some ExCom members, based on their own expertise and interests in 11 
particular areas.  As a result, some members are selectively reviewing materials and may not be 12 
reading everything necessary to be optimally prepared. 13 

Even so, no examples of systematic information overload were cited by ExCom members and, 14 
moreover, members stated that they would prefer to have too much information, which they could 15 
selectively review, than to lack sufficient information on which to base sound decisions.    16 

Indeed, to the contrary, some ExCom members have expressed difficulty in making decisions based 17 
on the documentation provided to them, as a result of being less familiar with historical ExCom 18 
decisions and policies (i.e., precedents) than are the ExCom members from non-Article 5 Parties, who 19 
typically attend almost all ExCom meetings.  In addition, there is a perceived need among some 20 
ExCom members to make reporting more meaningful and streamlined.   21 

Quality of information 22 

In general, the Secretariat successfully prepares background sections for documents, often outlining 23 
important relevant decisions, and IAs and Article 5 Parties have increasingly provided appropriate and 24 
comprehensive quantitative information to the Secretariat.  Indeed, at the 33rd Meeting of the 25 
Executive Committee in March of 2001, it was determined that the quality and quantity of data 26 
available to the ExCom had improved significantly in recent meetings due to the collaboration 27 
between the Ozone Secretariat, Fund Secretariat, IAs, and Article 5 Parties.  This trend has continued 28 
as a result of increasing interactions between among the Secretariats, IAs, and Article 5 Parties, as 29 
well as the increasingly clear understanding of national situations by NOUs.  30 

However, whenever issues regarding the quality of documentation do arise, the ExCom is quick to 31 
request the Secretariat and IAs to explore those particular problems, and to then address the issue 32 
accordingly.  In general, quality issues have been remedied shortly after ExCom decisions have been 33 
made. 34 

Presentation of information 35 

Guidelines have been prepared to standardize the presentation of many types of documentation 36 
provided to the ExCom, and these guidelines have been updated by the ExCom as necessary.  Such 37 
documentation guidelines make both the preparation and review of documentation more efficient for 38 
all involved. 39 

Since the abolishment of the Sub-Committees on Project Review and Monitoring, Evaluation and 40 
Finance (see discussion of TOR areas 1c and 1e for more detail), the Secretariat has begun to 41 
prepare annotated agendas for ExCom meetings.  This agenda has proven useful in assisting ExCom 42 
members to prepare for meetings and locate the appropriate information needed to make decisions.  43 

Presentation of select information within reports presented to the ExCom by the Secretariat could be 44 
improved.  For example, some ExCom members have requested clarification of some quantitative 45 
information presented by the Secretariat.   46 
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Consistency of information 1 

When an issue arises regarding the consistency of information provided to the ExCom, ExCom 2 
members are quick to authorize the Secretariat and IAs to explore those particular problems, and to 3 
then address the issue accordingly.  For example, several decisions have been made to improve 4 
project proposals over time, and an appropriate level of consistency has now been achieved within 5 
the data provided.  6 

However, there are still some types of documents for which consistency of information remains a 7 
challenge.  For example, although the quality of the Consolidated PCRs has generally improved, the 8 
information is still not always complete or consistent (i.e., with the Annual Progress Reports).  In 9 
particular, the presentation of data on incremental operating costs and equipment destruction is still 10 
not consistent. 11 

Timing of receipt of information 12 

As the workload of the ExCom has increased over time, ExCom members have taken decisions to 13 
adjust the deadline by which all documentation must be submitted to both the Secretariat and the 14 
ExCom prior to each meeting.  In general, two weeks is sufficient for ExCom members to thoroughly 15 
review meeting documentation prior to meetings. 16 

However, some ExCom members have found that two weeks may not be adequate to review 17 
documentation that is technically detailed.  This is particularly true for new ExCom members that are 18 
less familiar with the specific technical issues.  This problem is exacerbated if some ExCom members 19 
have difficulty accessing documents over the internet and/or must wait to receive translated copies of 20 
documents. 21 

Evaluation by performance metric 22 

Based on the findings presented above, the achievement of each performance metric was evaluated 23 
and performance was scored based on the system described in the Introduction chapter of this report.  24 
This performance summary is provided in Exhibit 2-6. 25 

Exhibit 2-6.  Performance Summary 26 

Metric Result Justification 
Quantity of 
information 

5 Strengths 
 The ExCom has consistently made efforts to streamline the quantity of 

information that needs to be reviewed by each member. 
 The quantity of information provided to the ExCom is sufficient to allow 

ExCom members to make informed decisions on projects and policies.
 The ExCom has been actively streamlining the quantity of 

documentation for review in order to more efficiently make decisions. 
Weaknesses 

 The ExCom members at times receive more information than they 
have time to carefully review. 

 New ExCom members in Article 5 Parties often experience difficulties 
in efficiently reviewing ExCom documentation because they may not 
be familiar with historical ExCom decisions and policies. 

Quality of information 5 Strengths 
 Several decisions have been made to enhance the quality of 

documentation.  In general, these decisions have led to noticeable 
improvements in document quality. 

 In general, documents have the appropriate mix of qualitative and 
quantitative data. 

Weaknesses 
 None. 
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Metric Result Justification 
Presentation of 
information 

5 Strengths 
 For most documents submitted to the ExCom, guidelines have been 

developed that standardize the presentation of the information. 
 Most of the information provided to the ExCom follows a consistent 

format, which enables members to find the information they need to 
make decisions on projects; the annotated agenda now provided to 
ExCom further facilitates this process. 

Weaknesses 
 Some ExCom members have expressed that quantitative information 

presented in documents is not easy to interpret. 
Consistency of 
Information 

4 Strengths 
 The ExCom has taken appropriate decisions to increase the 

consistency of information provided in various types of documentation.
Weaknesses 

 There continue to be challenges with creating and maintaining 
consistency across specific documents (e.g., Consolidated PCRs and 
annual Progress Reports). 

Timing of receipt of 
information 

4 Strengths 
 In general, information is provided to ExCom members with adequate 

time for thorough review. 
 The ExCom has adjusted the deadlines for the receipt of 

documentation to accommodate an increasing work load. 
Weaknesses 

 Some ExCom members, particularly those from Article 5 Parties, have 
insufficient review time prior to meetings, as a result of translation 
service needs and other technical barriers (e.g., limited internet 
access). 

 Some Article 5 ExCom members have experienced delays in the 
receipt of documentation, reducing their available time for document 
review and ExCom meeting preparation. 

2.2.3 Recommendations 1 

This section presents the recommendations and specific actions that the ExCom—with the support of 2 
the Secretariat, IAs, and others—may make relevant to this TOR area, organized by performance 3 
metric. 4 

Quantity of information 5 

 Continue efforts to streamline the quantity of documentation required to make a decision. 6 

No recommendation for new action necessary.  The minimum amount of documentation required by 7 
the ExCom has continuously been reduced.  The ExCom, in cooperation with the Secretariat, should 8 
continue to evaluate ways to consolidate and shorten documents to the extent possible.   9 

 Develop a primer to provide background on the Fund for new ExCom members. 10 

New members of the ExCom may be better able to absorb and process information in individual 11 
documents if they were provided with a concise primer that provides the following information: 12 

 Background on the Fund;  13 

 Descriptions of the purpose and contents of standard agenda items; 14 

 Key decisions that are commonly used as precedence for decision-making;  15 

 Process for reviewing (including project review criteria, priorities, and sector specific 16 
guidelines), approving, planning and implementing projects; and 17 
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 Financial terms and methods of the Fund. 1 

All of this information is currently contained in the Policies, Procedures, Criteria and Guidelines 2 
document; however, because of the size of that document, this critical information is not easily 3 
referenced.  Nor is it feasible to have such a large document available in hard copy at all times.  The 4 
primer should be kept current, and the Secretariat should update it using the summary of decisions it 5 
publishes after each meeting.  A primer with brief, clear background information, distributed to all 6 
ExCom members, will create a more efficient and inclusive decision-making process.   7 

For example, a result of the recent abolition of the PR Sub-Committee and the return of the entire 8 
project review process to the plenary may be that members who were not on the sub-committee will 9 
not have adequate working knowledge of the precedents and criteria utilized in the project review 10 
process.  A concise primer would make this information readily accessible to new ExCom members.  11 

The primer would also provide background policy information (extracted from Policies, Procedures, 12 
Guidelines, and Criteria) that addressed issues specifically pertinent to the meeting agenda, a brief 13 
description of methods to read budgets presented by the Treasurer, and short background information 14 
addressing projects and programmes to be reviewed (e.g., describing whether or not the 15 
project/programme has been proposed in the past and when, reasons for past concerns with the 16 
project, etc.)  17 

Additionally, the primer would describe financial terms in reports prepared by the Secretariat and 18 
Treasurer, including the general methods used to prepare such reports.  The simplified presentation 19 
of this information would allow all ExCom members to follow financial planning discussions closely 20 
during meetings, and participate equally.  In particular, a brief summary providing background on the 21 
FERM, promissory notes, and requirements for disbursements and return of balances from IAs, could 22 
be made available to ExCom members who wished to obtain more background in these areas.    23 

Quality of information 24 

 Continue efforts to enhance the quality of the information provided to the ExCom.  25 

No recommendation for new action necessary. 26 

Presentation of information 27 

 Continue efforts to make it easier for ExCom members to find the information they need in 28 
order to make decisions.  29 

No recommendation for new action necessary.  The provision of an annotated agenda for the plenary 30 
of the 42nd Meeting was very well received.  Having such a detailed agenda helps ExCom members to 31 
focus their review of documents and more easily locate relevant information.  Annotated agendas for 32 
the plenary sessions of the ExCom meetings should continue to be provided.  Executive summaries 33 
and/or summary cover sheets for reports, project proposals, and other documents are useful and 34 
should continue to be used and expanded where possible.   35 

Within the body of documents, increased use of graphs, tables, and other visual aides, where 36 
relevant, is recommended to ensure that information is concise and easily understood.  Additionally, 37 
brief clarification of any in-depth quantitative data within reports could be beneficial.   38 

Consistency of information 39 

 Continue efforts to increase the consistency of information provided in meeting 40 
documentation. 41 

Please see recommendations in Chapter 6, discussion of TOR 5b, regarding reconciliation of financial 42 
data.  43 
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Timing of receipt of information 1 

 Continue efforts to maximize time for ExCom review of documentation prior to meetings. 2 

No recommendation for new action necessary.  In general, the members of the ExCom have 3 
adequate time prior to meetings to review documentation.  However, when possible, the Secretariat 4 
may want to make a note of documents that are technically complex or are likely to require policy 5 
recommendations.  Notification could be sent to ExCom members in advance of the meeting, to 6 
highlight the need to review those specific documents.   7 

Exhibit 2-7 presents recommendations to ensure that the information provided to the ExCom is 8 
adequate to enable them to take decisions.  For areas where improvements can be made, general 9 
recommendations and specific actions are suggested; for areas where additional improvements are 10 
not needed, recommendations simply reflect existing plans/activities. 11 

Exhibit 2-7.  Summary of Recommendations 12 

General Recommendation Recommended Action 

Quantity of information 

 Continue efforts to streamline the amount of 
documentation required to make a decision. 

 No recommendation for new action necessary.   

 Develop a primer to provide background on the 
Fund for new ExCom members. 

 Provide new members of the ExCom with a 
concise primer that provides background on the 
Fund. 

Quality of information 

 Continue efforts to enhance the quality of the 
information provided to the ExCom. 

 No recommendation for new action necessary.   

Presentation of Information 

 Continue efforts to make it easier for ExCom 
members to find the information they need in 
order to make decisions.  Continue to provide an 
annotated agenda for ExCom meetings.  Continue 
to require executive summaries at the beginning 
of all reports, to provide ExCom members with a 
reliable source for locating concise information. 

 No recommendation for new action necessary.   

Consistency of Information 

 Continue efforts to increase the consistency of 
information provided in meeting documentation. 

 Please see recommendations in Chapter 6, TOR 
5b regarding reconciliation of financial data.  

Timing of receipt of information 

 Continue efforts to maximize time for ExCom 
review of documentation prior to meetings. 

 No recommendation for new action necessary. 

 13 

2.3 Term of Reference Area 1c: Coherence and Effectiveness in Project Review 14 
Process 15 

The term of reference evaluated in this section is: coherence and effectiveness in project review 16 
process.  Accordingly, this section evaluates the coherence of the Executive Committee’s  (ExCom) 17 
project review process by exploring the processes in place for managing project review.  The 18 
effectiveness of the process is evaluated based on the extent to which the review process contributes 19 
to agreed compliance milestones.  Exhibit 2-8 presents the key documents and decisions referenced 20 
in this assessment. 21 
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Exhibit 2-8.  Relevant Documents and Decisions 1 

 UNEP/OzL./Pro/ExCom/3/7/Rev.1: Draft Report of the Sub-Committee on Implementation Guidelines 
and Criteria for Project Selection. 

 UNEP/OzL.Pro/ExCom/3/18/Rev.1 Annex III. 
 UNEP/Oz.Lpro/ExCom/7/12/Rev.1: Revised guidelines and criteria for project approval.  
 UNEP/OzL.Pro/ExCom/11/34: Streamlining the Executive Committee's review process: discussion 

papers from the Fund Secretariat and the United States and Canada. 
 UNEP/OzL.Pro/ExCom/12/30: Review of project proposals. 
 UNEP/OzL.Pro/ExCom/13/CRP.3: Proposal for an expedited process for approval of projects under US 

$5000k. 
 UNEP/OzL.Pro/ExCom/15/CRP.2: Draft report of the Sub-Committee on Project Review and Add.1 and 

Corr.1. 
 Decision 17/7 in UNEP/OzL.Pro/ExCom/17/60: Report of the 17th Meeting of the ExCom. 
 UNEP/OzL.Pro/ExCom/19/52 and Corr. 1: Guidelines for renewal of institutional strengthening projects. 
 UNEP/OzL.Pro/ExCom/19/55 and Corr. 1: The role of cost-effectiveness thresholds in sectoral phase-

out proposals and guidelines for umbrella projects. 
 UNEP/OzL.Pro/ExCom/15/45: Amended terms of reference of the Sub-Committee on Project Review. 
 UNEP/OzL.Pro/ExCom/22/13: Recommendations of the Sub-Committee on Monitoring, Evaluation and 

Finance on the status report. 
 UNEP/OzL.Pro/ExCom/29/5: Report on the evaluation of refrigeration projects; and Report on the 

evaluation of institutional strengthening projects. 

To guide this assessment, the following performance metrics were applied: 2 

• Standard, compliance-driven set of review criteria is in place; 3 

• Review criteria are consistently applied; 4 

• Review criteria are updated as appropriate; and 5 

• Project overlap, ineligible funding, and inflated costs are identified and addressed. 6 

The remainder of this chapter is organized as follows: 7 

 Section 2.3.1 presents background information regarding the policy history of the coherence 8 
and effectiveness of the ExCom’s project review process; 9 

 Section 2.3.2 discusses findings and a summary evaluation of the ExCom’s performance with 10 
respect to each metric; and 11 

 Section 2.3.3 provides recommendations based on the findings for each performance metric. 12 

2.3.1 Policy History 13 

The Multilateral Fund (the Fund) is charged with channelling grant resources provided to developing 14 
countries to meet the incremental costs associated with the phase-out of ODS.   The broad policy of 15 
the Fund is set out in the Montreal Protocol (Article 10) and in the “Indicative List of Categories of 16 
Incremental Costs” (Appendix I to Decision II/8, adopted by the Second Meeting of the Parties in 17 
London in June, 1990).  The ExCom has the leading role in interpreting these broad policy 18 
instruments while approving grants for ODS phase-out projects (UNEP/OzL.Pro/ExCom/17/59).   19 

The main objectives of the review of a project submitted to the ExCom for consideration are to:  20 

• Determine project eligibility for funding under the rules of the Fund; 21 

• Ensure that the technology chosen is proven, viable, transferable, cost effective for the proposed 22 
use, and will not have unacceptable adverse environmental impacts; 23 

• Identify eligible incremental costs; and 24 
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• Identify any policy issues not previously encountered that could require a decision by the ExCom 1 
or possibly the Meeting of the Parties. 2 

The remainder of this section explores the organizational structure of the project review process; the 3 
receipt of project information, project criteria and priorities, procedures for project approval; and 4 
precedence in the project review process.    5 

Organizational structure of ExCom project review 6 

Initially, the project review process was addressed at the plenary session of the ExCom, with all 7 
members present.  However, in response to the expanding workload for project review, a decision 8 
was taken at the 11th Meeting of the Executive Committee (December 1994) to establish a sessional 9 
Project Review (PR) Sub-Committee to provide assistance as needed (UNEP/OzL.Pro/ExCom/11/34).   10 
This sub-committee was called into action for most, but not all, of the ExCom meetings immediately 11 
following the 11th meeting.  From 1998 until its dissolution in 2004, the PR Sub-Committee convened 12 
at each ExCom meeting.    13 

The responsibilities of the PR Sub-Committee included: the review of proposed projects or programs; 14 
the identification of policy issues that arise; and the recommendation of proposal approvals or 15 
rejections to the ExCom.  More specifically, the PR Sub-Committee was responsible for the following 16 
agenda items: 17 

• Overview of issues identified during project review: This item formerly occupied a considerable 18 
amount of time at ExCom meetings because of the large number of technical policy and 19 
incremental cost issues identified.   However, since the compliance period began in 2000, with a 20 
shifting focus on sectoral and national phase-out projects, the number of individual project 21 
proposals requiring review has decreased sharply. 22 

• Bilateral cooperation: The number of project proposals submitted by donor countries has been 23 
gradually increasing over the years.  During the compliance period, these requests are moving 24 
toward multi-year phase-out plans to be managed either independently by a bilateral agency, or 25 
jointly with one or more implementing agencies (IAs). 26 

• Work programmes and their amendments: Over 90 percent of work programmes have been for 27 
project preparation, which formerly consumed a large segment of the PR Sub-Committee’s time.  28 
However, under the compliance period, there has been a significant drop in the number of such 29 
requests as institutional strengthening requests now predominate, which may contain important 30 
issues related to compliance.   31 

• UNEP CAP and work programmes:  UNEP has, and continues to, submit proposals at a fairly 32 
consistent level for individual activities in addition to its CAP program.  33 

• Investment projects: Historically, discussions on investment projects consumed a substantial 34 
amount of time; however, the workload related to this agenda item decreased in recent years, as  35 
the number of stand-alone projects decreased and the barriers to approval were reduced (in large 36 
part due to collaboration between the Secretariat and the IAs).  As multi-year phase-out plans 37 
began taking shape in the early years of the compliance period (2000-2001), the Sub-Committee 38 
became responsible for considering the annual funding tranches of these multi-year plans which 39 
were submitted in the form of annual performance reports and implementation plans and 40 
reviewed in a similar manner as individual investment projects.   41 

Throughout the history of the PR Sub-Committee, projects submitted by IAs often raised technical 42 
issues that could have policy implications.  For example, approval decisions often hinged on the 43 
interpretation of project eligibility criteria.  In such circumstances, particularly when the Secretariat and 44 
IA could not reach agreement, the PR Sub-Committee would conduct a policy review to develop 45 
policy guidelines, as appropriate.  As a result, an abundance of policies, guidelines, and criteria have 46 
been developed to ensure consistent treatment of all countries.  These precedent-forming decisions, 47 
have led the project approval process to become more routine and efficient over time.   48 

In response to the changing nature of projects and programmes during the compliance period, at its 49 
37th meeting in July 2002, the ExCom requested the Secretariat to prepare proposals on how to re-50 
organize the work within the PR Sub-Committee to best meet the evolving needs of the Fund 51 
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(Decision 37/69 in: UNEP/OzL.Pro/ExCom/37/71).  Presented in 2003, at the 40th Meeting of the 1 
Executive Committee, this paper suggested (1) abolishing the sub-committees and discussing all 2 
matters in plenary sessions, or (2) retaining the sub-committees but modifying their functions to meet 3 
requirements under the compliance period.   4 

In December of 2003, at the 41st Meeting of the Executive Committee, it was decided that the Sub-5 
Committee on Project Review (as well as the Sub-Committee on Monitoring, Evaluation and Finance) 6 
would be abolished at the first meeting in 2004.  It was further determined that all items would be 7 
examined in the plenary sessions, making use of working groups as necessary.  Thus, all tasks 8 
previously addressed by the PR Sub-Committee are now addressed by the ExCom as a whole.  9 

Receipt of project information 10 

For information regarding project documentation requirements and the timing of the submission of 11 
project documentation, please refer to the discussion of Term of Reference Area 1b: Adequacy of 12 
information presented to the ExCom to enable it to make decisions on projects and policies. 13 

Project criteria and priorities 14 

At the 3rd Meeting of the Executive Committee, guidelines were developed on the criteria and priorities 15 
for ExCom review of projects submitted for approval.  The following project eligibility criteria were 16 
adopted on the basis of Decision II/8 and Annex I of the Second Meeting of the Parties:  17 

• all projects must receive approval of the requesting Party’s government; 18 

• financial assistance for capital investment projects shall be available for categories of agreed 19 
incremental costs; assistance for other categories of agreed incremental costs associated with 20 
capital investment projects requires approval of the ExCom; 21 

• projects other than capital investment projects shall also qualify for assistance under the Fund 22 
(e.g., technical assistance and clearing house functions); and 23 

• financial and technical assistance shall be available for projects that are cost-effective and based 24 
on environmentally-sound alternative technologies or substitutes to the substances restricted by 25 
the Protocol, taking into account the industrial strategy of the recipient Party. 26 

The following types of projects were cited as priorities, according to the guidelines adopted at the 3rd 27 
Meeting (UNEP/OzL.Pro/ExCom/3/18/Rev.1 Annex III): 28 

• projects with potential for the most-cost effective and efficient reduction in the emission of 29 
controlled substances; 30 

• projects involving broad geographic balance; 31 

• projects with ease of replication and technology transfer to other Article 5 Parties; and  32 

• projects with the highest potential reduction of controlled substances in the shortest period of 33 
time, in terms of global impact. 34 

At the 13th Meeting of the Executive Committee, it was also further decided that those projects that will 35 
eliminate the maximum amount of ODS are to be given priority.  At the 18th meeting, it was decided 36 
that the justification for proposed amendments to projects should be explained and disseminated so 37 
that all IAs could be made aware of the criteria being applied to evaluate projects. 38 

Under strategic planning, project/programme priority was again amended.  Specifically, it was decided 39 
that funding priority should enable (Policies, procedures, guidelines and criteria, Annex I.4):  40 

• Countries with existing ODS sectoral phase-out agreements to implement their annual reduction 41 
targets; 42 

• Countries experiencing difficulty in implementing their CFC freeze obligation and complying with 43 
the freeze obligations for halons and methyl bromide to do so in an expedient manner; 44 
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• Countries to sustain the momentum achieved in their national ODS phase-out programmes so 1 
that they can meet the next reduction target in 2005, as well as further reductions in 2007 and 2 
beyond; 3 

• Countries to implement compliance with the methyl chloroform freeze in 2003; 4 

• The maintenance of momentum in countries that are meeting their future obligations and the 5 
support of early and accelerated phase-out in countries willing to do so; 6 

• The reduction of the supply of ODS by continuing to address the production sector; 7 

• An appropriate mix of investment and non-investment activities inline with a country’s needs to 8 
achieve compliance; and 9 

• The strengthening of NOUs in national governments under conditions and terms to be negotiated 10 
in future.  11 

These fundamental priorities and criteria of the ExCom project review process are continuously being 12 
augmented as decisions made in each meeting establish precedence for all future project approval 13 
decisions.  For example, at the 15th Meeting of the Executive Committee, it was noted that a number 14 
of projects submitted to the ExCom proposed upgrade of existing technology that the Secretariat and 15 
IAs considered not to be essential for conversion away from ODS .  The ExCom requested that the 16 
Secretariat consult with sector experts and IAs and prepare a report on the issue.  Based on the 17 
ensuing report, which was presented at the 17th Meeting of the Executive Committee 18 
(UNEP/OzL.Pro/ExCom/17/59) the ExCom decided that in light of technological advances, not to 19 
consider any projects to convert any ODS-based capacity installed after July 1995 (Decision 17/7 in: 20 
UNEP/OzL.Pro/ExCom/17/60).  This decision impacts the eligibility of future projects submitted to the 21 
ExCom, in that it precludes any funding of plants established after July of 1995. 22 

Procedures for project approval 23 

In April of 1991, at the 3rd Meeting of the Executive Committee, it was decided that for project 24 
proposals where the agreed incremental costs exceed US$500,000, review and approval by the 25 
ExCom is required.  For project proposals where the agreed incremental costs are less than 26 
US$500,000, review and approval processes must be conducted by the IAs within the context of an 27 
approved work programme (rather than individual projects), following confirmation by the Secretariat 28 
on the availability of funds and in kind contributions. 29 

At its 7th meeting, in June of 1992, the ExCom adopted a methodology for consideration of project 30 
proposals, which involved placing projects in one of the following five specific categories 31 
(UNEP/OzL.Pro/ExCom/8/29 Annex III):  32 

1. Work programme amendments: projects involving costs below US$500,000, that would be 33 
approved and funded as amendments to IA work programmes; 34 

2. Non-approval of work programmes: projects involving costs below US$500,000, that would 35 
not be approved on policy grounds; 36 

3. Final approval: projects over US$500,000, that would be fully and finally approved and funded 37 
without the need for further documentation; 38 

4. Non-approval of projects: projects over US$500,000, that would not be approved on policy 39 
grounds; and 40 

5. Approval in principal: projects over US$500,000, that would be approved on principle and 41 
might be given some level of funding with the understanding that final approval and funding 42 
would be granted following the submission of further information.  This category was later 43 
amended to permission to proceed. 44 

At its 8th meeting, held in October of 1992, the ExCom established procedures to facilitate 45 
consideration of projects between meetings.  It was also decided that, to the extent possible, all policy 46 
issues should be resolved prior to submission of a project to the ExCom (UNEP/OzL.Pro/ExCom/8/29 47 
Annex III). 48 
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In December of 1993, at the 11th Meeting of the Executive Committee, it was decided that projects for 1 
which all issues have been resolved in advance of meetings might be submitted for blanket approval.  2 
At this meeting it was also decided that the approval on a non-objectional basis should be adopted by 3 
the ExCom, and that IAs should be encouraged to submit proposals for non-objectional approval 4 
(UNEP/OzL.Pro/ExCom/11/36).  5 

At its 13th meeting, held in July of 1994, the ExCom approved an expedited process for approval of 6 
projects under US$500,000, which included the following major steps for implementation 7 
(UNEP/OzL.Pro/ExCom/13/47): 8 

• IA negotiation with the relevant Article 5 Party to achieve agreement on sector specific cost-9 
effectiveness boundaries; 10 

• presentation of the agreement to the ExCom to ensure that the cost-effectiveness boundaries 11 
serve as an incentive for the submission and approval of highly cost-effective projects; 12 

• review of the project by the Secretariat only for presentation of new policy issues and consistency 13 
with ExCom guidelines and precedents;  14 

• projects found to be inconsistent with the criteria are held over until the next ExCom meeting. All 15 
projects found to be consistent with these matters are, within 10 days of submission to the 16 
Secretariat, be sent to the members of the ExCom for their review and approval on a no-objection 17 
basis; 18 

• members of the ExCom are given five business days following the time of document receipt to 19 
request that a particular project be held over for further consideration. No response within that 20 
timeframe would indicate project approval; and 21 

• upon the expiration of the review period, the Secretariat informs the IA of the results of the review 22 
by the ExCom. The Secretariat also requests the Treasurer to advance funds to the Implementing 23 
Agency to facilitate the expeditious implementation of approved projects.  24 

In summary, before any project or programme is submitted to the ExCom for review, it undergoes a 25 
long process of evaluation, first by the country government/NOU, then by the IA involved, and then by 26 
the Secretariat.  If a project is submitted to the Secretariat but is found not to be consistent with 27 
relevant decisions and policies, it is not submitted to the ExCom for consideration.  Therefore, only 28 
projects that have already been scrutinized for their adherence to Fund priorities and criteria are 29 
reviewed by the ExCom.   30 

2.3.2 Findings and Evaluation 31 

Based on the discussion of the coherence and effectiveness of the ExCom’s project review process 32 
provided in Section 2.3.1, this section presents findings related to the previously identified 33 
performance metrics for this TOR area.  The section is organized as follows: 34 

 Finding by Metric discusses specific findings by performance metrics; and 35 

 Evaluation by Performance Metric provides an overall assessment of the ExCom’s 36 
achievement of each metric, complete with scoring. 37 

Findings by metric 38 

Overall, the project review process of the ExCom is coherent and effective in its objective of ensuring 39 
compliance.    40 

Standard, compliance-driven set of review criteria 41 

In its project review process, the ExCom utilizes standard project review criteria, priorities for project 42 
funding, and precedence established from previous project approvals.  All of these tools for project 43 
review are specifically designed to support the approval of projects that will help countries achieve 44 
compliance.  Furthermore, under strategic planning, a greater emphasis has been placed on criteria 45 
and precedents that support the achievement of compliance in low-volume consuming (LVC) 46 
countries, which is needed to bring a large number of countries into compliance.  47 
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Due to the heavy reliance on precedents, new ExCom members may find it challenging to discern 1 
what the standard set of review criteria and policies are for a given project or issue.  However, the 2 
significance of this challenge is ameliorated by the established process in which the Secretariat 3 
reviews each project and recommends decisions accordingly prior to ExCom review. 4 

Review criteria consistently applied 5 

Each project proposal is reviewed based on the same set of criteria and precedents, and approval is 6 
granted accordingly.  7 

Review criteria regularly updated 8 

When needs arise for review criteria updates, such as during the shift to strategic planning in the 9 
compliance period, the ExCom has been quick to make adjustments or additions accordingly.  10 
Furthermore, because ExCom project approvals and rejections establish precedents for all future 11 
projects, the review process is inherently being updated as new issues emerge.  In this way, the 12 
process is dynamic, with project review criteria constantly evolving with the changing needs and 13 
constraints of the Fund.   14 

Identification of project overlap, ineligible funding, and inflated costs 15 

Together, the ExCom, Secretariat, and IAs have proven to be proficient at identifying and addressing 16 
project overlap (see discussion of TOR area 1d for more detail).  Likewise, after much experience in 17 
the early years of the Fund, the ExCom (and Secretariat) is adept at identifying and rejecting projects 18 
that are ineligible to receive funding.  The Secretariat ensures that projects only contain those 19 
incremental costs that are eligible under the ExCom’s rules and policies.  Any further non-eligible 20 
costs identified by the ExCom are eliminated.  The ExCom’s successful identification of inflated costs 21 
is apparent from the overall cost of projects, which has decreased significantly over time—despite the 22 
increasing complexity and difficulty of projects (see discussion of TOR area 1d for more detail). 23 

Evaluation by performance metric 24 

Based on the findings presented above, the achievement of each performance metric was evaluated 25 
using identified criteria, and performance was scored based on the system described in the 26 
Introduction chapter of this report.  This performance summary is provided in Exhibit 2-9. 27 

Exhibit 2-9.  Performance Summary  28 

Metric Result Justification 
Standard, 
compliance-driven set 
of review criteria is in 
place  
 

4 Strengths 
 There is a standard set of compliance-driven criteria and precedents 

used for project review. 
Weaknesses 

 Due to the nature of how the criteria are adopted (by precedent), 
they are not accessible in a clear, concise and easily useable format 
for new ExCom members. 

Review  criteria are 
consistently applied 

5 Strengths 
 In general, the project review criteria are consistently applied. 

Weaknesses 
 None. 

Review criteria are 
regularly updated 
 

5 Strengths 
 The criteria and precedence are appropriately updated as 

necessary.  
 Working groups are utilized to address updates needed in specific 

evolving sectors.  For example, there is a Working Group on 
Revision of the Guidelines for Methyl Bromide Projects.   

Weaknesses 
 None. 
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Metric Result Justification 
Project overlap, 
ineligible funding, and 
inflated costs are 
identified and 
addressed  

5 Strengths 
 The ExCom, in coordination with the Secretariat, is adept at 

recognizing and removing these issues from submitted projects.   
Weaknesses 

 None. 

2.3.3 Recommendations 1 

This section presents the recommendations and specific actions that the ExCom may take to 2 
strengthen the project review process, organized by performance metric. 3 

Standard, compliance-driven, set of review criteria  4 

 Develop a concise primer that provides background on the Fund, including information on 5 
project review criteria, priorities, and sector specific guidelines. 6 

Please see recommendation regarding development of a primer in this chapter, under discussion of 7 
TOR 1a.  8 

Review criteria are revised, as appropriate, when necessary 9 

 Continue to revise the review criteria and guidelines when necessary. 10 

No recommendation for new action is necessary.   11 

Identification of project overlap, ineligible funding, and inflated costs 12 

 Continue collaboration to maintain effectiveness in dealing with issues of project overlap, 13 
ineligible funding, and inflated costs. 14 

The ExCom may want to consider providing more guidance to IAs regarding the approval of flexible 15 
funding in multi-year agreements, to ensure that all funds are spent in a manner that maximizes ODS 16 
phase-out. 17 

The ExCom should consider new means of encouraging and/or supporting stronger collaboration and 18 
communication between the IAs to reduce project overlap at all stages, including project planning.  19 

Exhibit 2-10 summarizes the recommendations and specific actions to improve the ExCom’s project 20 
review process.   21 

Exhibit 2-10.  Summary of Recommendations 22 

General Recommendation Recommended Action 

Standard compliance-driven set of review criteria are in place 

 Develop a concise primer that provides 
background on the Fund, including information 
on project review criteria, priorities, and sector 
specific guidelines. 

 Please see recommendation for development of 
a primer under TOR 1a. 

Review criteria are revised as appropriate 

 Continue to revise the review criteria and 
guidelines when necessary. 

 No recommendation for new action is necessary.
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General Recommendation Recommended Action 

Project overlap, ineligible funding, and inflated costs are identified and addressed 

 Continue to collaborate with the Secretariat and 
IAs to maintain effectiveness in dealing with 
issues of project overlap, ineligible funding, and 
inflated costs. 

 Provide more guidance to IAs regarding the 
approval of flexible funding in multi-year 
agreements. 

 Encourage and/or support stronger collaboration 
and communication between the IAs to reduce 
project overlap at all stages, including project 
planning. 

 1 

2.4 Term of Reference Area 1d: Cost-effectiveness of approved ODS phase-out 2 
projects and programmes 3 

The term of reference (TOR) area evaluated in this section is: cost-effectiveness of approved ODS 4 
phase-out projects and programmes.  Accordingly, this section evaluates the cost-effectiveness of 5 
approved projects and programmes along several parameters, including sector and type of project.  6 
Exhibit 2-11 presents the key documents and decisions referenced in this assessment. 7 

Exhibit 2-11.  Relevant Documents and Decisions 8 

 UNEP/OzL.Pro/ExCom/16/20.  Technology upgrades 
 Decision 17/10 in: UNEP/OzL.Pro/ExCom/17/60. Report of the 17th Meeting of the Executive Committee 
 Decision 17/11 in: UNEP/OzL.Pro/ExCom/17/60. Report of the 17th Meeting of the Executive Committee  
 Decision 17/14 in: UNEP/OzL.Pro/ExCom/17/60. Report of the 17th Meeting of the Executive Committee  
 Decision 18/7 in: UNEP/OzL.Pro/ExCom/18/75.  Report of the 18th Meeting of the Executive Committee  
 Decision 19/9 in: UNEP/OzL.Pro/ExCom/19/64.  Report of the 19th Meeting of the Executive Committee 
 Decision 19/18 in: UNEP/OzL.Pro/ExCom/19/64.  Report of the 19th Meeting of the Executive Committee 
 Decision 19/32 in: UNEP/OzL.Pro/ExCom/19/64. Report of the 19th Meeting of the Executive Committee 
 UNEP/OzL.Pro/ExCom/19/55/Rev.1: The Role of Cost-Effectiveness Thresholds in Sectoral Phase-out 

Proposals and Guidelines for Umbrella Projects.   
 UNEP/OzL.Pro/ExCom/20/65: Safety Related Costs in Projects Using Hydrocarbon Technology.  24 

September 1996.   
 Decision 20/45 in: UNEP/OzL.Pro/ExCom/20/72.  Report of the 20th Meeting of the Executive Committee 
 Decision 21/8 in: UNEP/OzL.Pro/ExCom/21/36. Report of the 21st  Meeting of the Executive Committee 
 UNEP/OzL.Pro/ExCom/21/36, Annex VI: Initial Guidance to Allow Further Development by China and the 

World Bank of the Halon Sector Approach Pilot Programme under an Umbrella Agreement.   
 Decision 23/19 in: UNEP/OzL.Pro/ExCom/23/68.  Final report UNEP 
 Decision 27/78 in: UNEP/OzL.Pro/ExCom/27/48.  Report of the 27th Meeting of the Executive Committee 
 Decision 28/45 in: UNEP/OzL.Pro/ExCom/28/57. Report of the 28th Meeting of the Executive Committee 
 Decision 35/57 in: UNEP/OzL.Pro/ExCom/35/67.  Report of the 35th Meeting of the Executive Committee 
 Decision 36/7 in:  UNEP/OzL.Pro/ExCom/36/36.  Report of the 36th Meeting of the Executive Committee 
 Decision 37/61 in: UNEP/OzL.Pro/ExCom/37/71.  Report of the 37th Meeting of the Executive Committee 
 UNEP/OzL.Pro/ExCom/41/85.  Consideration of the Rate of US $12.10 per ODP Kilogramme Used in 

Allocating Phase-Out to Non-Investment Projects (Decision 36/7).   
 UNEP/OzL.Pro/ExCom/41/87, Annex XVII: List of Possible Items to be covered in the Study by the 

Secretariat on Strategic Business Plan/Financial Planning.   
 Decision 41/98 in: UNEP/OzL.Pro/ExCom/41/87.  Report of the 41st  Meeting of the Executive Committee 

To guide this assessment, the following performance metrics were applied: 9 
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• Quantitative analyses of cost-effectiveness; and 1 

• Comparison of cost-effectiveness of ODS phase-out projects under the Multilateral Fund versus 2 
under the Global Environment Facility (GEF). 3 

The remainder of this chapter is organized as follows: 4 

 Section 2.4.1 presents background information regarding the policy history of cost-effectiveness 5 
thresholds;  6 

 Section 2.4.2 discusses findings by performance metric; and 7 

 Section 2.4.3 provides recommendations based on the findings for each performance metric. 8 

2.4.1 Policy History 9 

This section presents the policy history associated with cost-effectiveness thresholds.  In particular: 10 

 General History gives an overview of the history of the thresholds; and 11 

 History by Sector presents the specific policy decisions that apply to each sector’s threshold(s). 12 

General history 13 

Cost-effectiveness thresholds define a benchmark relationship between ODP tonnes to be phased out 14 
and approved funding (not including Implementing Agency (IA) administrative support costs) to 15 
achieve such phase-out.  These thresholds are used by the Fund Secretariat and the Executive 16 
Committee (ExCom) during their project approval process to ensure that approved projects will be 17 
sufficiently cost-effective.   18 

At its 16th meeting (in 1995), the ExCom approved cost-effectiveness thresholds as part of a number 19 
of measures intended to streamline the project approval process.  Cost-effectiveness thresholds for 20 
several sectors, including foams, refrigeration, and solvents, as well as sub-sectors, were calculated 21 
on the basis of the cost-effectiveness (measured as US$/ODP kg) of individual projects submitted by 22 
the IAs.  As noted by the Secretariat, the thresholds were: 23 

[…] approved as a mechanism to achieve transparent, objective and fair distribution of funding where 24 
the projects submitted exceeded the resources available, and to achieve at the same time the 25 
maximum benefits for the ozone layer in terms of tonnes of ODS to be phased out 26 
(UNEP/OzL.Pro/ExCom/19/55/Rev.1).    27 

In addition, in the event that a project submitted exceeded the resources available, the ExCom 28 
decided it would approve projects up to the amounts available, and that any remaining eligible 29 
projects would be marked for priority funding at the next meeting.   30 

Exhibit 2-12 presents the cost-effectiveness thresholds for sectors and sub-sectors approved at the 31 
16th Meeting of the Executive Committee.  32 

Exhibit 2-12.  Cost-Effectiveness Thresholds Approved at the 16th Meeting of the Executive Committee  33 

Sector Sub-Sectors US$/ODP kg 
Aerosol Hydrocarbon $4.40

General $9.53
Flexible polyurethane $6.23
Integral skin $16.86
Polystyrene/polyethylene $8.22

Foam 

Rigid polyurethane $7.83
Halon General $1.48

Commercial $15.21Refrigeration 
Domestic $13.76
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CFC-113 $19.73Solvents 

Methyl chloroform $38.50

Source: UNEP/OzL.Pro/ExCom/16/20. 1 

In 1995, at its 17th meeting, the ExCom noted that a number of projects with cost-effectiveness values 2 
above the cost-effectiveness threshold had been submitted for partial funding of total project costs 3 
(e.g., the enterprise only sought funding for that portion of the incremental costs that met or 4 
approached the cost-effectiveness threshold).  In response, the ExCom decided that partial funding 5 
should be not only allowed but encouraged, since it was consistent with previous decisions by the 6 
Committee to maximize the effectiveness of the Fund’s resources in phasing out ODS (Decision 17/10 7 
in: UNEP/OzL.Pro/ExCom/17/60).  8 

In addition, the ExCom determined that there should not be a separate set of cost-effectiveness 9 
thresholds to be applied to projects from Low-Volume Consuming (LVC) countries that did not meet 10 
the general threshold levels established at the 16th Meeting of the Executive Committee (Decision 11 
17/11 in: UNEP/OzL.Pro/ExCom/17/60). 12 

At its 19th meeting, the ExCom decided that, as a matter of principle for future project approval, 13 
projects that have low- and high-cost-effectiveness should not be combined to achieve a cost-14 
effectiveness figure that would enable both projects to be funded (Decision 19/18 in: 15 
UNEP/OzL.Pro/ExCom/19/64). 16 

At its 35th meeting (in 2001), the ExCom noted that the Technology and Economic Assessment Panel 17 
(TEAP) had historically suggested that for the methyl bromide sector, non-investment activities might 18 
be five times more cost-effective than investment projects, perhaps under US$4.25 per ODP 19 
kilogramme.  Pursuant to this finding, the ExCom decided to assign all non-investment projects a 20 
cost-effectiveness rate of US$12.10 per ODP kilogramme, which was conservative as it indicated that 21 
non-investment projects were one third as cost-effective as the average investment project (Decision 22 
35/57 in: UNEP/OzL.Pro/ExCom/35/67).  This cost-effectiveness rate is not applied to non-investment 23 
projects as a threshold during the project approval process, but is used to determine by how much the 24 
remaining ODS consumption eligible for funding should be reduced. 25 

At the 36th Meeting of the Executive Committee, it was agreed that this cost-effectiveness rate for 26 
non-investment activities would not apply to LVC countries, and the ExCom requested the Secretariat 27 
to explore the possibility of amending the rate of US$12.10 per ODP kilogramme (Decision 36/7 in: 28 
UNEP/OzL.Pro/ExCom/36/36).  At the 41st Meeting of the Executive Committee, the Secretariat noted 29 
that the issue was only applicable to 26 countries and that changing the rate would have very little 30 
impact (UNEP/OzL.Pro/ExCom/41/85).  In response, the ExCom decided to maintain the current rate 31 
of US$12.10 per ODP kilogramme (Decision 41/98 in: UNEP/OzL.Pro/ExCom/41/87).   32 

Although cost-effectiveness thresholds were originally designed for individual projects, these 33 
thresholds continue to be used under the current regime, wherein more national and sectoral phase-34 
out plans are proposed.  Specifically, each sector or sub-sector is considered individually, and an 35 
average cost-effectiveness is then identified by the Secretariat for the phase-out plan as a whole.  36 
Historical average cost-effectiveness is also used as a measure during the project review and 37 
approval process. 38 

History by sector 39 

This section presents the history of cost-effectiveness thresholds for each sector. 40 

Aerosol sector 41 

At the 16th Meeting of the Executive Committee, a cost-effectiveness threshold of US$4.40/ODP 42 
kilogramme was established for hydrocarbon projects in the aerosol sector.  No changes to this value 43 
have since been made. 44 



Evaluation of the Financial Mechanism of the Montreal Protocol                 ICF Consulting 

 DRAFT  Last saved on: 6/22/2004 8:48 PM  DO NOT QUOTE OR CITE  
42

Foam sector 1 

Also at the 16th meeting, thresholds were established for different sub-sectors of the foam sector, in 2 
addition to the cost-effectiveness threshold of US$9.53/ODP kilogramme for general foam projects.  3 
See Exhibit 2-12 for more detail on foam sub-sector cost effectiveness thresholds.  4 

At its 20th meeting, the ExCom decided that there was no need to introduce a discounting factor to 5 
account for the additional safety costs for hydrocarbon technology for rigid polyurethane foam 6 
projects.  This was because statistical analysis showed that on average, projects using hydrocarbon 7 
technology were already below the cost-effectiveness threshold for the sector and, thus, would not be 8 
at a disadvantage when considered for funding without applying a discounting factor (Decision 20/45 9 
in UNEP/OzL.Pro/ExCom/20/72).  10 

Tobacco sector 11 

At its 21st meeting, the ExCom requested the Secretariat and the IAs to consider guidelines for cost-12 
effectiveness thresholds in the tobacco sector, taking into account the requirement of Action 6 under 13 
Decision VII/22 of the 7th Meeting of the Parties (UNEP/OzL.Pro.7/12, Annex V) and the need to give 14 
priority to projects with the highest cost-effectiveness (Decision 21/8 in: 15 
UNEP/OzL.Pro/ExCom/21/36).   16 

At its 23rd meeting (in 1997), the ExCom requested the Sub-Committee on Project Review to 17 
reconsider the question of guidelines for the tobacco sector as a whole, and in particular, to determine 18 
whether the cost-effectiveness thresholds at that time (1999) would allow further work to be done in 19 
that sector (Decision 23/19 in: UNEP/OzL.Pro/ExCom/23/68). 20 

Halon sector 21 

At the 16th Meeting of the Executive Committee (in 1995), a cost-effectiveness threshold of 22 
US$1.48/ODP kilogramme was established for general projects in the halon sector.  No changes to 23 
this value have since been made. 24 

Process agent sector 25 

At its 27th meeting (in 1999), the ExCom decided that the cost-effectiveness of process agent projects 26 
would initially be considered on a case-by-case basis to provide a source of information from which to 27 
eventually establish appropriate cost-effectiveness thresholds in due course (Decision 27/78 in: 28 
UNEP/OzL.Pro/ExCom/27/48).  No overall threshold has since been established.  29 

Refrigeration sector 30 

At the 16th Meeting of the Executive Committee, cost-effectiveness thresholds for commercial and 31 
domestic refrigeration projects were established at US$15.21 and US$13.76 /ODP kilogramme, 32 
respectively.   33 

Also at its 16th meeting, the ExCom noted that in some domestic refrigeration projects that used 34 
hydrocarbon technologies, significant costs were incurred for the provision of safety equipment.  In 35 
response, the ExCom decided that, in calculating the cost-effectiveness of hydrocarbon refrigeration 36 
projects, the safety-related costs should be identified and deducted from the total project cost before 37 
the cost-effectiveness calculations are made.  However, the ExCom agreed that the safety equipment 38 
costs would be taken into account in determining the overall level of project funding.   39 

At its 17th meeting, the ExCom noted that it had previously decided (at its 15th meeting) to dissuade 40 
the use of HCFCs in investment projects and, in light of the higher costs of hydrocarbon technologies, 41 
decided that: 42 

[…] for the purposes of calculating the cost-effectiveness value of projects utilizing such technologies, the numerator should 43 
be discounted by up to 35 percent.  It is expected that these figures will be adjusted in the light of experience and a study on 44 
safety matters to be conducted by the Secretariat (Decision 17/14 in: UNEP/OzL.Pro/ExCom/17/60). 45 
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At its 19th meeting, the ExCom indicated that it was important to have an overall picture of the cost-1 
effectiveness of a project as a whole, even if it was intended to be implemented in stages.  To this 2 
end, the ExCom requested that IAs present their cost effectiveness figures for projects as a whole.  3 
For the refrigeration sector, this meant combining the cost effectiveness figures for both the foams 4 
and refrigerant components (Decision 19/9 in: UNEP/OzL.Pro/ExCom/19/5). 5 

With respect to domestic refrigeration projects, at the 20th Meeting of the Executive Committee, it was 6 
decided that: 7 

• There was an increase in both the capital and total cost per unit for all hydrocarbon technologies compared to 8 
HCFC/HFC-based technologies. The increase in the total project cost (capital plus operating costs) ranged between 9 
15.6%  to 55.1%  for different categories of projects; 10 

• Discounting the numerator by 35 per cent was sufficient to maintain parity between HCFC-141b/HFC-134a and 11 
cyclopentane/HFC-134a technology options in the domestic refrigeration sector; 12 

• The number of projects approved for cyclopentane/isobutane technology was not sufficient to enable reliable 13 
conclusions to be drawn. (Decision 20/45 in:  UNEP/OzL.Pro/ExCom/20/72) 14 

For the commercial refrigeration projects, it was determined that no discounting was necessary.  15 
Specifically, at their 20th meeting, the ExCom decided that there was no need for the introduction of a 16 
discounting factor to account for the additional safety costs needed for hydrocarbon technology, 17 
because on average, projects using hydrocarbon technologies were within one per cent of the 18 
cost-effectiveness threshold for the sector and, therefore, would not be disadvantaged for 19 
consideration for funding. (Decision 20/45 in:  UNEP/OzL.Pro/ExCom/20/72) 20 

Solvent sector 21 

At the 16th Meeting of the Executive Committee, cost-effectiveness thresholds were established for 22 
CFC-113 and methyl chloroform at US$19.73 and US$38.50/ODP kilogramme, respectively.  No 23 
changes to these threshold values have since been made. 24 

Sterilant sector 25 

At its 28th meeting (in 1999), the ExCom adopted initial guidelines for projects in the sterilant sector 26 
and noted that, after sufficient projects in the sector had been considered to enable general 27 
conclusions on costs, the guidelines would be reviewed, including consideration of a cost-28 
effectiveness threshold.  Pending this review—which has not been completed—the ExCom decided 29 
that the cost-effectiveness of project proposals in this sector would be considered on a case-by-case 30 
basis (Decision 28/45 in: UNEP/OzL.Pro/ExCom/28/57). 31 

Umbrella/sectoral phase-out sector 32 

At its 18th meeting, the ExCom decided that further consideration should be given to (a) the role of 33 
cost-effectiveness thresholds in sectoral phase-out proposals, and (b) the role of guidelines for 34 
umbrella projects.  Therefore, the ExCom requested IAs and the Secretariat to prepare a paper on 35 
this subject (Decision 18/7 in: UNEP/OzL.Pro/ExCom/18/75). 36 

The Secretariat presented its paper at the 19th meeting (1996) (UNEP/OzL.Pro/ExCom/19/55 and 37 
Corr.1).  Based on this document, as well as the recommendations of the Sub-Committee on Project 38 
Review, the ExCom decided to begin an 18-month trial period, wherein it would consider an umbrella 39 
project as eligible for funding if it met all of the following conditions (Decision 19/32 in: 40 
UNEP/OzL.Pro/ExCom/19/64): 41 

• The umbrella project included all the remaining enterprises in a sector or subsector for which cost-effectiveness 42 
thresholds had been established by the ExCom; 43 

• The country concerned would submit no further requests for funding from the Multilateral Fund for any enterprise in 44 
that sector or subsector; 45 
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• The overall cost-effectiveness of the umbrella project fell within the sectoral threshold established by the ExCom; 1 
and 2 

• No individual enterprise proposal had a cost-effectiveness threshold more than 100 per cent above the established 3 
threshold. 4 

2.4.2 Findings 5 

This section presents findings related to the performance metrics identified for this TOR area.  The 6 
remainder of this section is organized as follows: 7 

 Quantitative analysis of cost- presents calculations of cost-effectiveness of approved projects and 8 
programmes; and 9 

 Comparison of cost-effectiveness of Multilateral Fund to Global Environment Facility compares 10 
the cost-effectiveness of approved projects and programmes in the Multilateral Fund with ODS 11 
projects approved under the Global Environment Facility (GEF). 12 

Quantitative analysis of cost-effectiveness 13 

This section presents a quantitative analysis of cost-effectiveness of approved projects and 14 
programmes.  All calculations in this section were performed using the Multilateral Fund Inventory 15 
(updated in December 2003).  Exhibit 2-13 presents the approved cost-effectiveness of investment 16 
projects in all sectors from 1991 to 2003.  As shown, after 1995, average approved cost-effectiveness 17 
was fairly steady, around US$10.00/ODP kilogramme, but has increased slightly in recent years.  The 18 
spike in cost-effectiveness 1993 is due to several investment projects with approved cost-19 
effectiveness of over US$100, though the majority of investment projects in that year were much more 20 
cost-effective.   21 

Exhibit 2-13.  Approved Cost-Effectiveness of Investment Projects, 1991-2003 22 
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The remainder of this section presents quantitative analysis of cost-effectiveness assessed along the 24 
following parameters: 25 

 By sector; 26 

 By region; and 27 

 By LVC versus non-LVC country classification. 28 

Analysis by sector 29 

In general, the approved average cost-effectiveness of projects in all sectors has been less than, or 30 
only slightly greater than set cost-effectiveness thresholds. Exhibit 2-14 presents the approved cost-31 
effectiveness values for all investment projects in each sector, averaged over the period 1991-2003. 32 
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Exhibit 2-14.  Average Approved Cost-Effectiveness by Sector, 1991-2003 1 

Sector Average Cost-
Effectiveness 
(US$/ODP kg) 

Threshold, where 
applicable  

(US$/ODP kg) 
Aerosol $3.20 $4.40 
Foam $7.30 $6.23-$16.86 
Fumigant $52.70 NA 
Halon $2.20 $1.48 
Othera $16.50 NA 
Phase-out plan $36.00 Determined by sector 
Process agent $4.40 NA 
Refrigeration $15.40 $13.76-$15.21 
Solvent $28.70 $19.73-$38.50 
Sterilant $19.10 NA 

a “Other” includes miscellaneous sectors such as the tobacco sector.  2 

The remainder of this section compares average approved cost-effectiveness relative to set 3 
thresholds for each year from 1991 to 2003 for the aerosol, foam, halon, refrigeration, and solvent 4 
sectors, and then presents average cost-effectiveness for some sectors that do not have set 5 
thresholds (e.g., fumigant, phase-out plan, and process agent sterilant sectors). 6 

Aerosol sector 7 

Exhibit 2-15 presents a comparison of cost-effectiveness of approved aerosol projects relative to the 8 
set threshold, which appears in grey.  As shown, in every year except 2001, actual average cost-9 
effectiveness of aerosol projects has been below or equal to the threshold.  10 

Exhibit 2-15.  Cost-Effectiveness: Aerosol Sector (1991- 2003) 11 
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Foam sector 13 

Exhibit 2-16 presents a comparison of cost-effectiveness of approved foam projects relative to the set 14 
threshold, which appears in grey.  As indicated, after 1992, average cost-effectiveness of foam 15 
projects has been greater than the general foam threshold.  Exhibit 2-17 through Exhibit 2-20 16 
compare the cost-effectiveness of the flexible polyurethane, integral skin, polystyrene/polyethylene, 17 
and rigid polyurethane sub-sectors, respectively, to their set thresholds, which appear in grey.  As 18 
shown, in almost all years and sub-sectors, average cost-effectiveness of foam projects has been 19 
below the set sub-sector threshold (i.e., more cost-effective). 20 
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Exhibit 2-16.  Cost-Effectiveness: Foam Sector-General 1 
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Exhibit 2-17.  Cost-Effectiveness: Foam Sector, Flexible Polyurethane Sub-Sector 3 
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Exhibit 2-18.  Cost-Effectiveness: Foam Sector, Integral Skin Sub-Sector 5 
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Exhibit 2-19. Cost-Effectiveness: Foam Sector, Polystyrene/Polyethylene Sub-Sector 1 
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Exhibit 2-20.  Cost-Effectiveness: Foam Sector, Rigid Polyurethane Sub-Sector 3 
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Halon sector 5 

Exhibit 2-21 presents a comparison of cost-effectiveness of approved halon projects relative to the set 6 
threshold, which appears in grey.  As shown, the average cost-effectiveness of halon projects has 7 
been variable, at times significantly below than the threshold (i.e., more cost-effective), and at other 8 
times substantially above the threshold.  In part, this variation reflects the small number of halon 9 
projects approved in each year.  For example, in 2001, only two halon projects were approved—one 10 
with a cost-effectiveness level of US$1.28, and one with a cost-effectiveness level of US$4.68 per 11 
ODP kilogramme. 12 

Exhibit 2-21.  Cost-Effectiveness: Halon Sector 13 
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Refrigeration sector 1 

Exhibit 2-22 and Exhibit 2-23 present a comparison of the cost-effectiveness of approved projects in 2 
the commercial and domestic sub-sectors of refrigeration sector, respectively, relative to the set 3 
thresholds, shown in grey.  As shown, in the early years (pre-1995), the average cost-effectiveness of 4 
refrigeration projects was above the thresholds for both commercial and domestic refrigeration 5 
projects, although cost-effectiveness improved significantly in later years.   6 

Exhibit 2-22.  Cost-Effectiveness: Refrigeration Sector, Commercial Sub-Sector 7 
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Exhibit 2-23.  Cost-Effectiveness: Refrigeration Sector, Domestic Sub-Sector 9 
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Solvent sector 11 

Exhibit 2-24 and Exhibit 2-25 present a comparison of cost-effectiveness of approved projects in the 12 
CFC-113 and methyl chloroform sub-sectors of the solvent sector, respectively, relative to the set 13 
thresholds, which appear in grey.  As shown, after 1994, the average cost-effectiveness of solvent 14 
projects generally has been below or equal to the threshold for both CFC-113 and methyl chloroform 15 
projects.   16 
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Exhibit 2-24.  Cost-Effectiveness: Solvent Sector, CFC-113 Sub-Sector 1 
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 Exhibit 2-25.  Cost-Effectiveness: Solvent Sector, Methyl Chloroform Sub-Sector 3 
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Analysis by region 5 

As shown in Exhibit 2-26, projects in Europe generally have been the most cost-effective, followed by 6 
projects in Asia and the Pacific.  It is important to note, however, that the Asian region includes both 7 
China and India—countries that typically experience greater cost-effectiveness because their size 8 
implies economies of scale.  By contrast, the African continent and the Latin American and Caribbean 9 
region include many LVC countries, which, in general, tend to have less cost-effective projects, as 10 
discussed in detail further below (see Exhibit 2-27). 11 

Exhibit 2-26.  Average Cost-Effectiveness by Region 12 

Region Cost-Effectiveness 
(US$/ODP kg) 

Africa $11.55 
Asia and the Pacific $9.76 
Europe $10.69 
Latin America and the Caribbean $11.63 

Analysis by LVC vs. non-LVC countries 13 

As presented in Exhibit 2-27, projects in LVC countries are generally less cost-effective than projects 14 
in non-LVC countries.  This finding is expected, given that projects in non-LVC countries often capture 15 
economies of scale and, thus, are less expensive on a per ODP kilogramme level.  For example, LVC 16 
countries often have lower institutional capacities and/or infrastructural development, which can make 17 
project implementation more difficult and costly. 18 
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Exhibit 2-27.  Average Cost-Effectiveness by LVC vs. Non-LVC 1 

Country Type Cost-Effectiveness 
(US$/ODP kg) 

Non-LVC $9.76 
LVC $23.21 

Comparison of cost-effectiveness of Multilateral Fund to Global Environment 2 
Facility 3 

(ICF has requested cost-effectiveness data from the GEF and will deliver this section after these data 4 
are received.) 5 

2.4.3 Recommendations 6 

This section presents the recommendations and specific actions that the Executive Committee may 7 
take relevant to this TOR area.   8 

 Continue to monitor the cost-effectiveness of projects and to apply cost-effectiveness thresholds 9 

No recommendation for new action is necessary.  The ExCom should continue to monitor the cost-10 
effectiveness of projects and to apply cost-effectiveness thresholds at levels deemed reasonable 11 
based on expert assessment, as these thresholds appear to be effective at keeping project costs 12 
down.   13 

Exhibit 2-28 summarizes this recommendation and proposed action to improve approved cost-14 
effectiveness.   15 

Exhibit 2-28.  Summary of Recommendations 16 

General Recommendation Proposed Actions for the Executive Committee 

Quantitative analysis of cost-effectiveness 

 Continue to monitor the cost-effectiveness of 
projects and to apply cost-effectiveness 
thresholds 

 No recommendation for new action is necessary. 

 17 

2.5 Term of Reference Area 1e: Effectiveness and Cost of Executive Committee 18 
Administrative Organization 19 

The term of reference area evaluated in this section is: Effectiveness and cost of the administrative 20 
organization of the ExCom, including the structure and functions of the Subcommittee for Project 21 
Review and the Subcommittee for Monitoring, Evaluation, and Finance and their role in the ExCom.  22 
This should include analysis of options for management in the future, given implementation of the new 23 
country-driven, compliance-focused programme.  Accordingly, this section analyzes the past and 24 
current structure and costs associated with the organisation and administration of the ExCom. 25 

Exhibit 2-29 presents the relevant documents and decisions referenced in this assessment (that could 26 
also be informative to readers wishing to obtain further background on this term of reference area).    27 

Exhibit 2-29.  Relevant Documents and Decisions 28 

 UNEP/OzL.Pro.2/3: Report of the 2nd Meeting of the Parties to the Montreal Protocol.  
 UNEP/OzL.Pro.9/12: Report of the 9th Meeting of the Parties to the Montreal Protocol.  
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 UNEP/OzL.Pro/ExCom/40/48: Work of the Sub-Committees on Monitoring, Evaluation, and Finance and Project 
Review. 

 Decision 41/92 in: UNEP/OzL.Pro/ExCom/41/87:  Report of the 41st  Meeting of the Executive Committee 
 Policies, Procedures, and Guidelines: Terms of Reference of the Sub-Committees in Annex II. 

To guide this assessment, the following performance metrics were applied: 1 

• Changes in ExCom structure, roles, and functions as a result of the current country-focused, 2 
compliance-driven programme; 3 

• Known and anticipated effects of abolishing the sub-committees; and 4 

• Appropriate number of ExCom meetings, including related administrative costs. 5 

The remainder of this section is organized as follows:  6 

 Section 2.5.1 presents background information regarding the effectiveness of the administrative 7 
structure of the ExCom;  8 

 Section 2.5.2 presents findings and a brief summary evaluation of the ExCom’s performance with 9 
respect to each metric; and 10 

 Section 2.5.3 provides recommendations based on each performance metric. 11 

2.5.1 Policy History 12 

The ExCom was established in 1990 at the 2nd Meeting of the Parties (MOP).  Its role was to: 13 

[D]evelop and monitor the implementation of specific operational policies, guidelines and administrative arrangements, 14 
including the disbursement of resources for the purpose of achieving the objectives of the Multilateral Fund (Decision II/8 in: 15 
UNEP/OzL.Pro.2/3).  16 

The Terms of Reference of the ExCom were modified in September 1997 at the 9th Meeting of the 17 
Parties (Decision IX/16 in: UNEP/OzL.Pro.9/12).  Although initially established for a three-year period, 18 
the ExCom has functioned as the leader and policymaker of the Multilateral Fund since its inception.   19 

The remainder of this section provides general information on the historical function of the entire 20 
meeting of the ExCom and sub-committees of the ExCom, with a focus on the two sub-committees 21 
that operated through 2003.  The structure and functions of the ExCom are first described, followed by 22 
a chronological description of the functions of the sub-committees and other sub-groups that have 23 
been formed, abolished, and/or modified throughout the ExCom’s tenure.   24 

Overview of ExCom plenary structure and functions 25 

As indicated in the introduction to this chapter, the ExCom meets three times annually for five days 26 
(Decision IX/16 in:UNEP/OzL.Pro.9/12).  This schedule may be modified in 2005, depending on the 27 
Secretariat and ExCom’s review of the effectiveness and efficiency of the new ExCom structure.  A 28 
full description of the ExCom structure, in terms of number of Members and terms for chairman and 29 
vice chairman is provided in the chapter introduction.  30 

Prior to the 42nd Meeting of the Executive Committee in March 2004, the ExCom discussed sub-31 
committee issues brought before the representatives; overall budget considerations for the Fund, IAs, 32 
and projects; updates on Fund status and contributions from donor countries; and general Fund 33 
policy.  Specifically, the ExCom performed the following functions: 34 

• Developed and ensured implementation of operational policies, guidelines, and administrative 35 
arrangements (including resource allocation); 36 

• Wrote the Multilateral Fund (Fund) plan and budget (including Fund allocation to IAs); 37 

• Wrote project eligibility criteria and guidelines for implementation of Fund activities; and  38 
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• Reviewed performance reports on Fund activity implementation. 1 

Meeting topics in the plenary sessions generally included: 2 

• Discussion and approval of sub-committee recommendations; 3 

• Overall Fund issues such as contributions to the Fund and Secretariat activities; 4 

• Country programmes (although not generally applicable as of 2004); 5 

• Production sector issues; 6 

• Policy issues; and  7 

• Annual reports to the Meeting of the Parties (UNEP/OzL.Pro/ExCom/40/48).   8 

Overview of sub-committee structure and functions 9 

Prior to the 42nd Meeting of the Executive Committee, there were several sub-committees that 10 
functioned to support the review process and reduce time required for ExCom meetings.  The first 11 
sub-committee of the ExCom, the Sub-Committee on Implementation Guidelines and Criteria for 12 
Project Selection, was formed prior to the 3rd Meeting of the Executive Committee to propose specific 13 
guidelines and criteria for project approval.  The guidelines were approved at the 3rd Meeting of the 14 
Executive Committee (UNEP/OzL.Pro/ExCom/2/5/Rev.1, UNEP/OzL.Pro/ExCom/3/18/Rev. 1).  15 

An open-ended Budget and Finance Sub-Committee was established in April 1991, at the 3rd Meeting 16 
of the Executive Committee, to hasten review of the budget proposals for the Secretariat, fund 17 
operations, and other budgets (UNEP/OzL.Pro/ExCom/3/18/Rev.1).   18 

The informal Sub-Committee on Financial Matters was formed in March 1993, at the 9th Meeting of 19 
the Executive Committee, with the task of reviewing financial aspects of the Fund and, where 20 
necessary, suggesting changes in financial procedures.  The informal sub-committee became the 21 
Sub-Committee on Monitoring, Evaluation and Finance in January 1997, at the 21st Meeting of the 22 
Executive Committee (UNEP/OzL/Pro/ExCom/21/36).   23 

Sub-Committee on Project Review  24 

The Sub-Committee on Project Review (PR Sub-Committee) was established in December 1993 at 25 
the 11th Meeting of the Executive Committee with the intention of meeting on an as-needed basis, as 26 
stated in Item 156(8).  This committee was established because of increasingly complex discussions 27 
in the Plenary sessions (regarding differing interpretations of funding issues and various approaches 28 
to solutions), which required small group discussions.  The sub-committee gathered for two days prior 29 
to each plenary session of the ExCom meeting, and then provided recommendations to the ExCom.   30 

The PR Sub-Committee, prior to its trial abolition following the 41st Meeting of the Executive 31 
Committee in December 2003, focused on the potential success of proposed projects and 32 
programmes and chose to recommend or not recommend projects and programmes for approval by 33 
the ExCom (see discussion of TOR area 1c for more details).  Specific topics discussed in sub-34 
committee meetings included: 35 

• Implementing agency work programmes; 36 

• Investment and non-investment projects (individual, multi-year, annual implementation plans); and  37 

• Project policy issues. 38 

However, under the compliance period, the number of multi-year performance-based funding 39 
agreements increased significantly, as individual project approvals sharply decreased.  As this 40 
reduced the roles of the PR Sub-Committee, this sub-committee was dissolved in 2003 for a year-long 41 
trial period, after the 41st Meeting of the Executive Committee.   42 
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Sub-Committee on Monitoring, Evaluation and Finance  1 

The formal Sub-Committee on Monitoring, Evaluation and Finance (the MEF Sub-Committee, formerly 2 
the informal Sub-Committee on Financial Matters) commenced in February 1997, at the 21st meeting 3 
of the ExCom.  Decision 21/35 stated that the sub-committee was to review the cycle for business 4 
planning and the submission of work programmes; to review monitoring of approved projects; and to 5 
make recommendations on these matters.   6 

The MEF Sub-Committee was formalized because of the success of the PR Sub-Committee, and 7 
because of increasing numbers proposed projects.  More specifically, the motivation for its 8 
establishment was the ExCom’s desire to give greater attention to the monitoring and evaluation of 9 
approved projects, without compromising the ExCom’s ability to consider all requests for assistance in 10 
a timely manner (UNEP/OzL.Pro/ExCom/36/32).   11 

The MEF Sub-Committee focused on the Fund and IA budgets, effective use of funds, and operation 12 
and performance of programmes and projects.  More specifically, topics discussed by this sub-13 
committee included: 14 

• Multilateral Fund three-year plan and budget; 15 

• IAs’ business plans and budgets; 16 

• Progress reports; 17 

• Issues with project implementation and reasons for occurrence (delays, cancelled projects and 18 
returned funds, remaining funds from completed projects); 19 

• Secretariat budget; and  20 

• Monitoring and evaluation issues.  21 

Like the PR Sub-Committee, the MEF Sub-Committee met for two days prior to each ExCom plenary 22 
session, and then provided recommendations to the ExCom.  Under Decision 41/92, this sub-23 
committee was also dissolved in 2003 for a year-long trial period, after the 41st Meeting of the 24 
Executive Committee, as a result of the changing roles of the sub-committees under the compliance 25 
period.   26 

Other sub-groups  27 

Other ExCom advisory groups include the Sub-Group on the Production Sector (and other groups 28 
addressing production), and the contact group on small and medium sized enterprises (SMEs).  This 29 
section briefly discusses the history and purpose of these groups.   30 

Several groups have worked to address production sector issues.  In March 1994 at the 12th Meeting 31 
of the Executive Committee, a production group was formed as a working group on the production of 32 
substitutes.  The group consisted of financial experts and industry experts on process engineering, 33 
and considered issues associated with the calculation of incremental costs in the production of ODS 34 
substitutes.  The group aimed to identify specific areas that should be considered by the ExCom 35 
before approving production projects and to recommend potential solutions that could usefully inform 36 
the ExCom’s consideration.  Committee members agreed that this group would meet as directed by 37 
the ExCom.  The terms of reference for the group were submitted in December 1994 to the 15th 38 
Meeting of the Executive Committee (UNEP/OzL.Pro/ExCom/15/45).   39 

Another group that addressed production was the Expert Group on the Production of Substitutes for 40 
Ozone-Depleting Substances.  Its first report was released in November 1995 at the 18th Meeting of 41 
the Executive Committee. Next, the Sub-Group on the Production Sector was formed to address 42 
production issues.  Its first report was released in October 1996 at the 20th Meeting of the Executive 43 
Committee.  Since the 20th Meeting of the Executive Committee, the Sub-Group on the Production 44 
Sector has convened regularly (UNEP/OzL.Pro/ExCom/36/32).   45 

Under Decision 22/67, the Contact Group on SME was created in May 1997 at the 22nd Meeting of the 46 
Executive Committee, to continue the discussion on phase-out in SMEs.  The ExCom asked the 47 
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group to create a pilot programme for SMEs, determine focus sectors and sub-sectors for SME 1 
phase-out, and establish criteria for the pilot programme.     2 

Changing ExCom roles and structure  3 

As previously described, the gradual introduction of a strategic planning policy and greater focus on 4 
country-driven compliance changed the roles of the ExCom.  The ExCom was required to commit a 5 
large quantity of resources to future activities, as funding approval for multi-year projects and 6 
programmes became the primary focus; at the same time, fewer individual projects required the 7 
Committee’s review and approval.  Overall, the following have changed, or are expected to change, 8 
as a result of strategic planning and the changing focus of the Fund: 9 

• The business planning process will be less complicated, as the ExCom has already approved 10 
most individual projects and many multi-year performance agreements under the understanding 11 
that further funds will not be requested.  Business planning will be less complicated following the 12 
ExCom approval of agreements and final steps of multi-year agreement review to ensure the 13 
avoidance of activity overlap in plans;   14 

• Greater effort was necessary to evaluate longer-term projects and programmes than for 15 
approving individual projects, thus decreasing the work of the Sub-Committee on Project Review 16 
and increasing responsibilities of the MEF Sub-Committee; and   17 

• Committing large quantities of funds into the future was deemed to require in-depth discussion by 18 
all members of the ExCom, to ensure continued responsible management of funds focused on 19 
compliance, and to allow for a proper balance of available resources for all approved projects. 20 

Based on the changing needs and focus of Fund guidance under the compliance period, at its 37th 21 
meeting in July 2002, the ExCom requested the Secretariat to prepare a policy paper on the work of 22 
the ExCom and possible structural changes based on revised responsibilities under the compliance 23 
period (Decision 37/69 in: UNEP/OzL.Pro/ExCom/37/71).  Presented in 2003 at the 40th Meeting of 24 
the Executive Committee, this paper suggested (1) abolishing the sub-committees and discussing all 25 
matters in Plenary, or (2) retaining the sub-committees but modifying their functions to meet 26 
requirements under the compliance period.  Under the first option, the Secretariat suggested that all 27 
business plans and progress reports be reviewed in Plenary.  The Secretariat also suggested that 28 
financial issues of projects, such as returning unused balances, should be addressed by the 29 
Secretariat and IAs, not by the ExCom, and should be reported in Plenary.   30 

In December 2003 at the 41st Meeting of the Executive Committee, the ExCom determined that, 31 
beginning with the first meeting in 2004 (the 42nd Meeting), the two sub-committees would be 32 
abolished for a one-year trial period.  The order of discussion in Plenary would change, beginning with 33 
an “organizational session” in which business plans, available resources, and compliance status 34 
would be discussed.  Proposed projects would then be reviewed (Decision 41/92 in: 35 
UNEP/OzL.Pro/ExCom/41/87).   36 

Late in 2004, at the 44th Meeting of the Executive Committee, the Secretariat will submit a report 37 
evaluating operation of the first two trial meetings.  At that point, the ExCom will decide whether to 38 
continue with the trial system or to re-establish sub-committees.  The ExCom will also discuss the 39 
possibility of decreasing the number of annual ExCom meetings from three to two.   40 

ExCom costs  41 

ExCom activities require funds for travel and subsistence for Article 5 Party representatives 42 
participating in ExCom meetings, and are disbursed from the Multilateral Fund.  The ExCom attempts 43 
to reduce costs by convening its meetings consecutively with other stratospheric ozone-related 44 
conferences or meetings, such as the Meetings of the Parties.  To reduce costs, the Committee plans 45 
meetings, when possible, in buildings that are free of cost to organizations affiliated with the United 46 
Nations.   47 

The ExCom attempts to use the minimum level of funding necessary for its administrative activities.  48 
Cumulative Secretariat and Executive Committee costs from 1991 through the 42nd Meeting of the 49 
Executive Committee in 2004 (including estimated staff contract provisions for the year 2005) total 50 



Evaluation of the Financial Mechanism of the Montreal Protocol                 ICF Consulting 

 DRAFT  Last saved on: 6/22/2004 8:48 PM  DO NOT QUOTE OR CITE  
55

$42,189,793, just 2.5% of all Multilateral Trust Fund allocations and provisions for 1991-2004 1 
(UNEP/OzL.Pro/ExCom/42/54).  Proposed Secretariat and Executive Committee costs for 2004 and 2 
2005 were $3.8 and $4.0 million, respectively, in the Consolidated 2004-2006 business plan, 3 
representing only 1.6 and 2.2 percent of the total proposed Fund budget, respectively 4 
(UNEP/OzL.Pro/ExCom/42/7).    5 

2.5.2 Findings and Evaluation 6 

Based on the discussion of the administrative organization of the ExCom provided in Section 2.5.1, 7 
this section presents findings related to the previously identified performance metrics for this TOR 8 
area.  The section is organized as follows: 9 

 Finding by Metric discusses specific findings by performance metrics; and 10 

 Evaluation by Performance Metric provides an overall assessment of the ExCom’s 11 
achievement of each metric, complete with scoring. 12 

Findings by metric 13 

Based on a preliminary assessment of the single ExCom meeting held under the revised structure 14 
(the 42nd Meeting) and input from members of the ExCom and Secretariat, the following observations, 15 
discussed by performance metric, are noted.  16 

Changes in ExCom structure, roles and functions as a result of the current country-focused 17 
compliance-driven programme 18 

Involvement of the full ExCom in discussion and approval of projects and programmes was expected 19 
to provide all members with the opportunity to assist in committing large portions of the Fund budget.  20 
At the 42nd Meeting, each ExCom member was able to voice concerns or support for all proposed 21 
projects and programmes, thus allowing all members to participate in the long-term allocation of funds 22 
for multi-year programmes and other projects and updates. 23 

The focus in the compliance period is on determination of project quality and relevance to country 24 
compliance for each proposal.   Funding approval will thus necessitate a very cautious approach and 25 
detailed analysis as the end of the compliance period approaches.  The current structure of the 26 
ExCom discussion will address these prioritized issues more effectively than the past sub-committee 27 
structure, under which the PR Sub-Committee investigated numerous approved projects for 28 
recommendation to the ExCom.   29 

Designating the responsibility of review of financial matters to the Secretariat and IAs reduces the 30 
number of steps in the Committee’s review process, thus conserving time and resources.  Formerly, 31 
these matters were thoroughly discussed by the Secretariat, IAs, and the MEF Sub-Committee, and 32 
by the ExCom as a whole.  Under the new structure at the 42nd Meeting of the ExCom, several 33 
matters arose that could not be agreed upon in a timely manner, and were, therefore, discussed 34 
further in evening focus groups; however, such evening sessions with even larger time burdens were 35 
typically required in the past, when sub-committees were operational.  If the trend of reduced meeting 36 
time continues, this will result in significant cost savings. 37 

A move toward shorter meetings without sub-committees presents the opportunity to decrease annual 38 
ExCom meetings from three to two, resulting in cost savings for travel, subsistence, time, and 39 
resources.  40 

Discussion and debate regarding the role of the ExCom in select issue areas still remains, as the 41 
Secretariat has assumed some of the former roles of the ExCom to reduce meeting time.  For 42 
example, at the 42nd Meeting of the Executive Committee, members discussed the extent to which the 43 
Secretariat and IAs should be responsible for addressing financial matters, such as fund balance 44 
returns.  This measure was intended to reduce meeting time, but some members believe that the 45 
ExCom should continue to exert some influence over these matters.  46 
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Known and anticipated effects of abolishing the sub-committees 1 

It appears that the revised structure will effectively address the revised role of the ExCom under the 2 
compliance period.  As the Fund approaches project and programme closure, fewer resources will be 3 
available and approval of remaining projects and programmes will potentially become more 4 
contentious.  Discussion of such important matters would likely be onerous for a sub-committee, such 5 
as the former PR Sub-Committee, and will be better addressed under the current trial structure. 6 

Because ExCom meetings will likely be shorter under the new structure, the difficulty to the ExCom 7 
members of participating in two consecutive meetings will be reduced.  Cost savings of holding 8 
ExCom meetings consecutively with other ozone-related meetings will continue under the new 9 
structure.  10 

Information issues under the new structure are short-term and can be resolved with relative ease, 11 
while the benefits of restructuring should endure through the entire compliance period, as they will 12 
allow more thorough review of the few remaining funds to be disbursed.  13 

Overall, both with and without sub-committees, the Executive Committee uses the minimum level of 14 
funding necessary for its administrative costs, as indicated by its administrative budget’s use of only 15 
2.5% of total allocations and provisions of the fund for 1991-2004 (UNEP/OzL.Pro/ExCom/42/54).     16 

One of the weaknesses of the current ExCom structure is a lack of available information to ExCom 17 
members who may lack extensive experience in select areas.  For example, former members of the 18 
PR Sub-Committee may be very familiar with the process of approving or recommending projects, but 19 
may have less experience with the project evaluation process and related tasks.  Moreover, under the 20 
new and old structures alike, new members may lack some background information (e.g., addressing 21 
previous policy decisions) needed for decisions.  Information needs of the ExCom are discussed 22 
further in Section 2.2 (Information Presented to the Executive Committee).   23 

Many delegates attend Meetings of the Parties (MOP), which are often held consecutively with 24 
ExCom meetings.  Participation in two consecutive meetings, both of which may be information-25 
intensive and require extended hours, could pose difficulties for delegates.  Note that this is not a new 26 
issue, but one that was also a problem under the former structure.  Additionally, the first ExCom 27 
meeting under the new structure was shorter than past meetings.  If this trend continues, consecutive 28 
meetings will not be a weakness (see strengths above).    29 

Overall, the new structure of the ExCom meetings will require time for continued adjustment by all 30 
members to the revised meeting order, method and topic of discussion, types of approval and 31 
evaluation, and ExCom functions.  This adjustment may increase costs for a short time, as new and 32 
modified procedures and documents will require greater effort to prepare and implement.    33 

Appropriate number of ExCom meetings  34 

The current number of ExCom meetings is currently sufficient and does not appear to have major 35 
weaknesses.  However, as the ExCom meetings under the new structure without sub-committees 36 
become a familiar process and the typical length of meetings becomes known, the ExCom will be 37 
better able to determine the appropriate number of annual meetings that should be held.  For 38 
example, the ExCom could possibly consider reducing the annual number of meetings from three to 39 
two, if it finds that meetings are significantly shorter.  Decreasing the number of annual meetings 40 
would be a significant cost-reducing measure for the ExCom.  For example, such measures could 41 
significantly reduce the $4.1 million budget proposed for the Executive Committee and Secretariat for 42 
2006 (UNEP/OzL.Pro/ExCom/42/6).  43 

If annual meeting numbers were reduced, and issues arose that required in-depth and lengthy 44 
discussion, such issues could most likely be addressed in evening break-out sessions.  However, 45 
reduction of annual meetings could present logistical difficulties for members if the length of individual 46 
meetings increases (i.e., if additional issues could not all be covered in evening break-out sessions_ .  47 
Coordination of schedules is already a difficult task, and scheduling longer time commitments could 48 
increase this difficulty. 49 
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Evaluation by performance metric 1 

Based on the findings in Section 2.5.2, the achievement of each performance metric is evaluated and 2 
performance is scored based on the system described in the Introduction chapter of this report.  This 3 
performance summary is provided in Exhibit 2-30. 4 

Exhibit 2-30.  Performance Summary 5 

Metric Result Justification 
Changes in ExCom 
structure, roles, and 
functions as a result 
of the current country-
focused, compliance-
driven programme 
 
 
 
 

5 Strengths 
 Important long-term projects with large forward funding 

commitments for compliance reviewed by all members of the 
ExCom. 

 Decreased need for individual project approval as many multi-year 
agreements and country programmes are already in place. 

 All members are included in project and programme review. 
 Focus is on quality, not quantity, of projects. 
 Reduced time and fewer resources necessary for meetings. 

Weaknesses 
 Unclear ExCom roles in select areas, such as extent to which 

ExCom addresses funds returned from projects with balances. 
 Some Plenary sessions may require more time, if difficult issues 

arise. 
Known and 
anticipated effects of 
abolishing sub-
committees 

4 Strengths 
 Increased input for all ExCom members and more opportunity to 

discuss issues. 
 More focus of entire ExCom on compliance and responsible use of 

remaining funds. 
 Allows all ExCom members to participate in important approval 

decisions. 
 Long-term benefits of improved structure by allowing thorough 

review of limited remaining fund disbursal. 
 ExCom, both with and without sub-committees, has minimized 

administrative costs through actions such as planning meetings 
consecutively with other Montreal Protocol-related activities (such 
as the MOP and the OEWG).  

Weaknesses 
 Learning sub-committee-related knowledge is required for some 

members not familiar with those activities.  
Appropriate number 
of ExCom meetings 

4 Strengths 
 Current structure may be more conducive to reducing the number of 

annual meetings from three to two. 
 Two meetings may result in decreased logistical costs. 
 Two meetings may result in cost savings for travel and subsistence 

funds. 
 Two meetings may result in reduced meeting time overall. 

Weaknesses 
 Two meetings may result in potentially longer ExCom meetings, but 

experience of one meeting demonstrates shorter meeting time. 

2.5.3 Recommendations 6 

The current structure of the ExCom in the trial period is efficient and reduces costs and meeting time 7 
to the maximum extent possible.  However, some improvements could be implemented.  This section 8 
presents the recommendations and specific actions that the ExCom may take relevant to this TOR 9 
area, organized by performance metric. 10 
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Changes in ExCom structure, roles, and functions as a result of the current 1 
country-focused, compliance-driven programme 2 

 Continue the one-year trial system of discussing all matters in Plenary sessions. 3 

No recommendation for new action is necessary.  The trial system, which has been established by the 4 
ExCom and will be reviewed at the end of 2004 based on a report from the Secretariat, will allow 5 
ExCom to determine the effectiveness of the new system and suggest modifications, as necessary.  6 

 Make further structural changes, if necessary, to specifically address compliance. 7 

The ExCom should consider establishing a sub-committee or working group to address compliance 8 
issues.  This group would work with the Secretariat to ensure that the most important non-compliance 9 
areas are identified and planned for accordingly.  To avoid re-introducing the time burdens of a sub-10 
committee or working group, this discussion could also be held in an online forum several months 11 
prior to plenary.  12 

Known and anticipated effects of abolishing sub-committees 13 

 Address the concern of lengthy meetings if issues requiring in-depth discussion arise. 14 

The current system of holding evening meetings when issues requiring excessive discussion time 15 
arise is effective and should be continued.  This will allow the ExCom to continue to operate without 16 
sub-committee support.  In particular, the ExCom should continue to develop small break-out evening 17 
groups as necessary, if discussion becomes too time-intensive.  However, the ExCom should ensure 18 
that some evenings are not scheduled with other events in case of necessary break-out sessions. 19 

 Develop a primer on the background of the Fund, including information on the process for 20 
reviewing, approving, planning, and implementing projects. 21 

Please see recommendation regarding development of a primer in this chapter, under discussion of 22 
TOR 1a.  23 

Appropriate number of ExCom meetings 24 

 Continue to evaluate ExCom structure and consider reduction of annual meeting numbers.   25 

An evaluation paper has already been requested of  the Secretariat to report on the 26 
benefits/disadvantages associated with the new ExCom structure for the first two meetings under the 27 
new structure (Decision 41/92 in: UNEP/OzL.Pro/ExCom/41/87).  The ExCom should consider 28 
implementing a one-year trial period of with two ExCom meetings in the future, if it is found that the 29 
new meeting structure facilitates annual meeting number reduction.  If this trial period is implemented, 30 
the ExCom should request a similar report from the Secretariat summarizing the effectiveness of two 31 
annual meetings and the ExCom should consider continuance or discontinuance of such a system 32 
based on the Secretariat’s report   33 

Exhibit 2-31 presents a summary of recommendations to ensure maximum effectiveness of the cost 34 
and administrative organization of the ExCom.  For areas where improvements can be made, general 35 
recommendations and specific actions are suggested; for areas where additional improvements are 36 
not needed, recommendations simply reflect existing plans/activities. 37 

Exhibit 2-31.  Summary of Recommendations 38 

General Recommendation Recommended Action 

Changes in ExCom structure, roles, and functions as a result of the current country-focused, compliance-
driven programme 

 Continue the one-year trial system of discussing 
all matters in Plenary sessions. 

 No recommendation for new action is necessary. 
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General Recommendation Recommended Action 
 Make further structural changes, if necessary, to 

specifically address compliance. 
 Consider establishing a sub-committee or 

working group on Compliance in Planning, 
Implementation, and Review (see also the 
discussion of TOR area 1a). 

Known and anticipated effects of abolishing sub-committees 

 Address the concern of lengthy meetings if issues 
requiring in-depth discussion arise.    

 Continue to develop small break-out groups as 
necessary at ExCom meetings to reduce lengthy 
Plenary discussions.   

 Develop a primer on the background of the Fund, 
including information on the process for reviewing, 
approving, planning, and implementing projects. 

 Please see recommendation for development of a 
primer under TOR 1a.  

Appropriate number of ExCom meetings 

 Continue to evaluate ExCom structure and 
consider reduction of annual meeting numbers. 

 Consider implementing a one-year trial period of 
two ExCom meetings in the future. Request a 
brief evaluation paper from the Secretariat for the 
first meeting in the year following the trial period 
to determine the effectiveness of this system.   

 1 

2.6 Term of Reference Area 1f: Assessment of the Necessary Level of 2 
Confidentiality of the Executive Committee Meeting Documentation 3 

The term of reference area evaluated in this section is: Assessment of the necessary level of 4 
confidentiality of the Executive Committee meeting documentation, bearing in mind the interest of 5 
project proponents.  Accordingly, this section evaluates the appropriateness of the classification of 6 
meeting documents as limited or general distribution, as well as the specific types of information that 7 
warrant confidential treatment.  Exhibit 2-32 presents the key documents and decisions referenced in 8 
this assessment. 9 

Exhibit 2-32.  Relevant Documents and Decisions 10 

 UNEP/OzL.Pro/ExCom/5/16: Report of the 5th Meeting of the Executive Committee.   
 UNEP/OzL.Pro/ExCom/31/56: Report of the Subgroup on the Production Sector.   
 Decision 31/47 in: UNEP/OzL.Pro/ExCom/31/61.  Report of the 31st  Meeting of the Executive 

Committee  
 UNEP/OzL.Pro/ExCom/33/18: Overview of issues identified during project review.   
 Decision 33/14in: UNEP/OzL.Pro/ExCom/33/32. Report of the 32nd Meeting of the Executive Committee

To guide this assessment, the following performance metrics were applied:  11 

• Policies (or precedence) on confidentiality of meeting documentation; 12 

• Stakeholder interests; and 13 

• Level of transparency. 14 

The remainder of this chapter is organized as follows: 15 

 Section 2.6.1 presents background information regarding the policy history of the 16 
confidentiality of Executive Committee (ExCom) meeting documentation; 17 

 Section 2.6.2 discusses findings and a summary evaluation of the ExCom’s performance with 18 
respect to each performance metric; and 19 

 Section 2.6.3 provides recommendations based on the findings for each performance metric. 20 



Evaluation of the Financial Mechanism of the Montreal Protocol                 ICF Consulting 

 DRAFT  Last saved on: 6/22/2004 8:48 PM  DO NOT QUOTE OR CITE  
60

2.6.1 Policy History 1 

As of early 2004, through the Multilateral Fund Website the general public has access to the following 2 
documents: 3 

• The Policies, Procedures, Guidelines and Criteria of the Multilateral Fund (Fund) (as of December 4 
2003); 5 

• Post-Meeting Summary of Decision Documents (beginning with the 39th Meeting of the ExCom); 6 

• Final Reports of the Meetings of the ExCom; 7 

• Reports of the Sub-Committee on Project Review; and 8 

• Reports of the Sub-Committee on Monitoring, Evaluation and Finance. 9 

All other documents, such as progress reports, financial reports, work programmes, business plans, 10 
reports of the Secretariat, requests for bilateral contributions, etc., are classified as limited distribution 11 
and therefore are only available to ExCom members and meeting observers such as representatives 12 
from IAs, NOUs and NGOs.  These documentation procedures are based on standard United Nations 13 
policies on document confidentiality.  14 

There are essentially two types of information that may warrant continued confidentiality: technical 15 
information that is not in the public domain and financial information, although neither of these types 16 
of information are available in the documents that are accessible to the public.  The remainder of this 17 
section first describes the issues surrounding technical information not in the public domain, followed 18 
by a description of the issues surrounding the confidentiality of financial information presented in IA 19 
budgets and other data in business plans, and reports on project balances.  The final portion of this 20 
section addresses issues surrounding the transparency of Fund meeting documentation. 21 

Technology not in the public domain 22 

In general, project proposals submitted to the ExCom do not disclose information that addresses 23 
technology not in the public domain.  The matter of confidentiality of project information had not arisen 24 
in the review of investment projects prior to the 31st Meeting of the Executive Committee in July of 25 
2000.  At that meeting, the World Bank submitted a project on behalf of the Government of India for 26 
conversion of manufacturing facilities for chlorinated rubber, to phase out 225 ODP tonnes of carbon 27 
tetrachloride.  The project beneficiary claimed that this project proposal involved technology that was 28 
not in the public domain.  As a result, the initial proposal contained little detail and therefore could not 29 
be reviewed by the Secretariat and was not included in the meeting agenda.  30 

When the Secretariat requested more information on this project, the World Bank informed the 31 
Secretariat that some of the detailed information sought was commercially sensitive, and requested 32 
that confidentiality requirements be observed by all of the individuals who would be reviewing the 33 
information.  When, the Secretariat informed the World Bank that external sector experts were likely to 34 
be involved in the review process, the World Bank suggested that the Secretariat’s consultants sign 35 
confidentiality agreements.  In response, the Secretariat noted that it operates within the UN system, 36 
and follows the contractual procedure under the UN financial rules, which includes using a UN 37 
standard contract binding the consultants in regard to the information they receive. 38 

However, the Secretariat did acknowledged that there were outstanding issues regarding 39 
confidentiality, but decided, at the time, that it was the responsibility of the enterprise, the country, and 40 
the World Bank to consider how this issue might be handled to enable the usual, and mandatory, 41 
review process to take place.   After further consideration of the issues brought up in this case, the 42 
Secretariat recognized the importance to enterprises of safeguarding commercially sensitive 43 
information.  Per the Secretariat’s recommendation, the ExCom decided to develop Guidelines to 44 
address confidentially with respect to the duty to review and assess such project proposals and to 45 
minimize the potential for intellectual property infringement.  46 

These Guidelines were designed to assist the Secretariat, IAs, and the ExCom in handling technical 47 
information related to a project proposal (a) that has commercial value; (b) in respect of which the 48 
holder of that information has taken and continues to take reasonable steps to maintain confidentiality; 49 
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and (c) that is not publicly available through general knowledge or publication (Decision 38/63 in: 1 
UNEP/OzL.Pro/ExCom/38/70/Rev.1).   2 

One of the objectives of these Guidelines is to protect, to the extent practicable, technical information 3 
not in the public domain while ensuring that the ExCom, with the assistance of the Secretariat, 4 
receives full and fair disclosure of all aspects of a project proposal necessary to assure its eligibility for 5 
funding.  This objective is implemented by combining a “need to know” principle —under which 6 
technical information not in the public domain is disclosed only as required—and transparency, which 7 
requires that the Secretariat and the ExCom have access to all information that may be relevant to 8 
reviewing and considering a project proposal. 9 

Financial information 10 

The ExCom receives limited amounts of financial information from IAs prior to its meetings.  IAs report 11 
financial information in business plans, work programmes, progress reports, consolidated project 12 
completion reports, and select documents provided to ExCom upon request.  The financial data 13 
contained in each of these is described below. 14 

Business plans  15 

Business plans do not include IA budgets.  However, specific financial information provided in IA 16 
business plans typically includes, inter alia:  17 

• Planned project costs for includes planned values all years for propose multi-year projects and 18 
programmes in triennial business plans); 19 

• Total proposed costs for the year, and allocation of funding by project type, for the year for which 20 
business plans are submitted (total figures include support costs); and  21 

• Discussion of administrative and financial matters (if any). 22 

Work programmes 23 

Financial data reported in work programmes submitted to the ExCom include, inter alia: 24 

• Funding requested for project preparation, investment, and non-investment activities;  25 

• Secretariat recommendations for funding quantities for activities;  26 

• Line-item details of UNEP’s Compliance Assistance Programme’s (CAP) budget, when budget 27 
increases are requested, and recommendations from the Secretariat regarding CAP budget 28 
changes; and  29 

Progress reports 30 

Financial information in progress reports typically consists of, inter alia:  31 

• Quantity of funds disbursed (in total, and by country); 32 

• Balance of unused project preparation funds and other funds for a given year;  33 

• Financial matters and data inconsistencies, if any; and  34 

• Total funds disbursed for support costs. 35 

Consolidated project completion reports 36 

Financial information in consolidated project completion reports typically includes, inter alia: 37 

• Total funds approved for capital costs compared to funds expended for all IAs (not revealed for 38 
individual IAs); 39 

• Incremental operating costs by IA; and  40 
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• Budgets reported in Project Completion Reports (PCRs) by IA (total approved funds and actual 1 
funds by IA) 2 

Select documents requested by ExCom 3 

Other documents containing IA financial information are provided upon request of the ExCom, or are 4 
submitted by IAs for special funding requests.  For example, in July 2002 at the 37th Meeting of the 5 
Executive Committee, UNEP submitted the document “Report by UNEP on the progress made in the 6 
implementation of the Compliance Assistance Programme (CAP).”  In this document, UNEP provided 7 
justification for its request for additional CAP funding in 2004 (and details of the monetary values of its 8 
requests), and described why it could not yet comply with Decision 38/36, which requested UNEP to 9 
provide unified budgets that internalize programme support costs (Decision 38/36 in: 10 
UNEP/OzL.Pro/38/70/Rev.1).  UNEP indicated that it is working to identify methods for presenting a 11 
unified budget.   12 

Another document that revealed specific IA financial data was “Administrative costs and agency 13 
shares,” a report provided to the Executive Committee in response to Decision VIII/4 of the 8th 14 
Meeting of the Parties (Decision VIII/4 in: UNEP/OzL.Pro.8/12).  This Decision aimed to reduce 15 
agency support costs from 13 to 10 percent over a three-year period, thus necessitating a close 16 
review of support costs by the ExCom.  This, in turn, required detailed financial information from the 17 
implementing agencies.  The historic financial information in “Administrative costs and agency shares” 18 
consists of (UNEP/OzL.Pro/ExCom/38/59): 19 

• Administrative report costs received by the IAs for 1998 through 2001; 20 

• Core unit costs of the IAs for 1997 through 2001; 21 

• Commitments of IAs for multi-year agreements for 2003-2005; and 22 

• Actual administrative support costs of each IA for 1997 through 2002.  23 

Transparency 24 

Transparency relates to the adequacy of the available information in enabling an outsider or a Party to 25 
understand the functioning of the Fund.  While the majority of ExCom meeting documentation is 26 
technically restricted to limited distribution which includes only ExCom members and meeting 27 
observers, at their 5th meeting, the ExCom decided to transmit all its decisions and reports to Article 5 28 
Parties that were not members of the ExCom, (UNEP/OzL.Pro/ExCom/5/16). 29 

In March 1995, at their 16th meeting, the ExCom decided to implement several procedural 30 
modifications to further assist policy communications.  It was decided that, at the end of a sub-31 
committee summary, a short section aimed at identifying policy issues that surfaced, and a section 32 
discussing the operational implications if there is a need for elaboration, should be included.  Once a 33 
policy issue from a sub-committee has been addressed and approved by the ExCom, it was decided 34 
that the operational implications (if any) identified in the sub-committee report should also be reflected 35 
in the final report.  These documents are available to the public.   36 

It was also decided at the 16th Meeting that after each meeting, the Policies, Procedures, Guidelines 37 
and Criteria of the Multilateral Fund, which is available to the public on the internet, would be updated. 38 
When the Guidelines are updated, an addendum is placed at the front of the Guidelines document 39 
which highlights the recently adopted changes.  The complete guidelines are then provided to the IAs 40 
on computer disk.  The IAs then distribute the document via email to their field offices.  It was noted 41 
that inclusion in OzonAction Information Clearinghouse would also ensure improved coverage of the 42 
communications and that UNEP’s Regional Networks may be another forum for discussion and 43 
clarification (UNEP/OzL.Pro/ExCom/16/20: Annex III).   44 

2.6.2 Findings and Evaluation 45 

Based on the discussion of the confidentiality of the ExCom meeting documentation provided in 46 
Section 2.6.1, this section presents findings related to the previously identified performance metrics 47 
for this TOR.  The section is organized as follows: 48 



Evaluation of the Financial Mechanism of the Montreal Protocol                 ICF Consulting 

 DRAFT  Last saved on: 6/22/2004 8:48 PM  DO NOT QUOTE OR CITE  
63

 Finding by Metric discusses specific findings by performance metrics; and 1 

 Evaluation by Performance Metric provides an overall assessment of the ExCom’s 2 
achievement of each metric, complete with scoring. 3 

Findings by metric 4 

In general, the policies and precedents for document distribution adequately maintain confidential 5 
documentation.  The majority of documents, and all of those that provide specific project and or 6 
enterprise information, are limited such that they are only distributed to ExCom members and 7 
approved meeting attendees.  The only documents that are made available to the public are those 8 
that provide overviews of meetings, decisions, policies and procedures.   9 

Policies (or precedence) on the confidentiality of meeting documentation 10 

The ExCom’s policy of allowing public accessibility to meeting summaries (and former summaries of 11 
Sub-Committee meetings) allows all interested parties and stakeholders to be aware of changes in 12 
fund policy and major decisions made at each meeting.  Additionally, interested stakeholders and 13 
parties receive general information on all reports provided to the ExCom through meeting minutes.  14 
Article 5 Parties also have access to all documents submitted to the ExCom, thus providing them with 15 
information on experiences of other Article 5 Parties that could aid their planning process.   16 

Stakeholder interests   17 

Stakeholder interests are sufficiently protected under the current policy of document confidentiality.   18 

Level of transparency 19 

Transparency is generally adequate under current confidentiality policies defined by the United 20 
Nations.  All Article 5 Parties have access to all meeting documents provided to the ExCom, thus 21 
allowing effective transfer of knowledge.  Outside parties also have access to ExCom meeting reports, 22 
which enhances transparency.    23 

Evaluation by performance metric 24 

Based on the findings presented above, the achievement of each performance metric was evaluated 25 
and performance was scored based on the system described in the Introduction chapter of this report.  26 
This performance summary is provided in Exhibit 2-33. 27 

Exhibit 2-33.  Performance Summary  28 

Metric Result Justification 
Policies on 
confidentiality of 
meeting 
documentation 

5 Strengths 
 The Secretariat and ExCom have given due consideration to new 

needs for confidentiality in technical documentation and taken 
appropriate decisions on this topic. 

 In the one reported incidence of a potential confidentiality breach, 
ExCom quickly addressed the breach with policy formation to 
prevent future similar incidents.  

Weaknesses 
 None. 

Stakeholder interests 
 

5 Strengths  
 The Secretariat and ExCom have adequately maintained the 

confidentiality of technical information provided to them regarding 
project proposals. 

 IA interests are protected by only allowing documents that contain 
basic financial data of the IAs to be publicly distributed.   

Weaknesses 
 None. 
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Metric Result Justification 
Level of transparency 5 Strengths 

 Sufficient meeting documentation is publicly accessible to allow for 
fundamental transparency of meetings and decisions taken therein. 

Weaknesses 
 None. 

2.6.3 Recommendations 1 

This section presents the recommendations and specific actions that the Executive Committee and 2 
Secretariat may make relevant to this TOR area, organized by performance metric. 3 

Policies (or precedence) on confidentiality of meeting documentation 4 

 Maintain current level of confidentiality. 5 

No recommendation for new action necessary. 6 

Potential need for increased transparency 7 

 Maintain current level of confidentiality. 8 

No recommendation for new action necessary. 9 

Exhibit 2-34 summarizes the recommendations to ensure a proper balance between transparency and 10 
confidentiality when allowing public access to Fund documents, and proposes actions to protect the 11 
needs of stakeholders while allowing sufficient access to ensure that relevant information reaches all 12 
interested parties.  13 

Exhibit 2-34.  Summary of Recommendations 14 

General Recommendation Recommended Action 

Policies (or precedence) on confidentiality of meeting documentation 

 Maintain current level of confidentiality.  No recommendation for new action necessary. 

Potential needs for increased transparency 

 Maintain current level of confidentiality.  No recommendation for new action necessary. 

 15 

2.7 Term of Reference Area 1g: Use of Performance Indicators  16 

The term of reference (TOR) area evaluated in this section is: use of performance indicators.  17 
Accordingly, this section evaluates the Executive Committee’s (ExCom) use of performance indicators 18 
in their decision-making process to determine:  19 

• If currently-used performance indicators help assess whether implementing agency (IA) activities 20 
are likely to assist Article 5 Parties to achieve compliance; and 21 

• Whether the ExCom effectively uses these indicators to review the adequacy of and improve IA 22 
activities.   23 

Exhibit 2-35 presents the relevant documents referenced in this assessment. 24 
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Exhibit 2-35.  Relevant Documents and Decisions 1 

 UNEP/OzL.Pro/ExCom/22/14: Indicators for the Evaluation of the Performance of the Implementing Agencies.  
 Decision 22/18 in: UNEP/OzL.Pro/ExCom/22/79/Rev.1.  Report of the 22nd Meeting of the Executive 

Committee. 
 Decision 25/4 in: UNEP/OzL.Pro/ExCom/25/68.  Report of the 25th Meeting of the Executive Committee. 
 UNEP/OzL.Pro/ExCom/26/6: Performance Indicators for the Evaluation of Business Plans.   
 Decision 26/5 in: UNEP/OzL.Pro/ExCom/26/70.  Report of the 26th Meeting of the Executive Committee. 
 Decision 32/7 in: UNEP/OzL.Pro/ExCom/32/44.  Report of the 32nd Meeting of the Executive Committee. 
 UNEP/OzL.Pro/ExCom/35/16: Report on the Performance Indicators and Proposal on Modifications.  
 Decision 35/14 in: UNEP/OzL.Pro/ExCom/35/67.  Report of the 35th Meeting of the Executive Committee. 
 UNEP/OzL.Pro/ExCom/38/60: Performance Indicators.   
 Decision 38/69 in: UNEP/OzL.Pro/ExCom/38/70/Rev.1.  Report of the 38th Meeting of the Executive 

Committee. 
 UNEP/OzL.Pro/ExCom/40/21: Performance Indicators (Decision 38/69).   
 Decision 40/15 in: UNEP/OzL.Pro/ExCom/40/50.  Report of the 40th Meeting of the Executive Committee. 
 Decision 41/93 in: UNEP/OzL.Pro/ExCom/41/87.  Report of the 41st Meeting of the Executive Committee. 
 UNEP/OzL.Pro/ExCom/41/80: Performance Indicators (Decision 40/15(C)).   
 Decision 42/5 in: UNEP/OzL.Pro/ExCom/42/54.  Report of the 42nd Meeting of the Executive Committee. 

To guide this assessment, the following performance metrics will be applied: 2 

• Standard, compliance-driven set of indicators; 3 

• Indicators consistently applied; 4 

• Indicators are revised, as appropriate, when necessary; 5 

• Accuracy of performance indicators in measuring IA performance; and 6 

• Effective use of performance indicators to improve IA performance. 7 

The remainder of this chapter is organized as follows: 8 

 Section 2.7.1 presents background information regarding the policy history of performance 9 
indicators; 10 

 Section 2.7.2 discusses findings related to each performance metric, and provides a summary 11 
evaluation of the ExCom’s performance with respect to each metric; and 12 

 Section 2.7.3 provides recommendations based on each performance metric. 13 

2.7.1 Policy History  14 

Currently, the ExCom has one set of performance indicators for the IAs, which addresses project 15 
approval, project implementation, and administrative requirements, in addition to a unique set of 16 
indicators for UNEP.  The IAs’ targets for each performance indicator are presented in their annual 17 
business plans, which the ExCom reviews and either modifies or approves without changes.  For 18 
example, in its business plan for the years 2004-2006, UNDP indicated that its target for the indicator 19 
“number of individual projects/activities approved vs. those planned” was 35 projects/activities. 20 

Following the completion of the business planning year, the targets are assessed against each 21 
agency’s actual performance, as indicated in the agency’s annual progress reports.  This performance 22 
evaluation is performed by the Secretariat and is conducted by awarding each IA a cumulative score. 23 
 Each indicator has a point value, and each IA is assigned a score based on its achievement of the 24 
target.  For example, for the 20-point indicator “activities complete/ODS levels achieved for approved 25 
multi-year annual tranches vs. those planned,” up to 10 points may be given if the IA performs all of 26 
the milestones under its own control, and the full 20 points may be given if the country also achieves 27 
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its agreed consumption/production levels (UNEP/OzL.Pro/ExCom/41/80).  IA performance is 1 
expressed as a score that is the sum of the IA’s points awarded for each weighted indicator.   2 

The first performance indicators were presented by the Secretariat and IAs at the 22nd Meeting of the 3 
Executive Committee.  The indicators were developed applying the principles that they should be: “(1) 4 
few, but meaningful, in number; (2) equitable and comparable across agencies; and (3) assessed by 5 
data in progress reports” (UNEP/OzL.Pro/ExCom/22/14).  At the 26th Meeting, weightings and several 6 
new indicators were added. 7 

The ExCom reviewed the indicators at its 32nd meeting and decided to maintain them.  However, as 8 
part of its decision, the ExCom requested that the Secretariat, in cooperation with the IAs and Article 5 9 
Parties, begin to develop new indicators consistent with the ExCom’s efforts to develop a country-10 
driven, compliance-oriented strategic plan (Decision 32/7 in: UNEP/OzL.Pro/ExCom/32/44).  The 11 
need to develop such compliance-focused indicators was reiterated at the 36th, 38th, and 40th 12 
Meetings of the Executive Committee. 13 

As shown in Exhibit 2-36 by the 40th Meeting of the Executive Committee, the performance indicators 14 
comprised 10 weighted and 10 non-weighted indicators for investment and non-investment projects, 15 
as well as performance indicators specific to the activities of UNEP.  Only two indicators for non-16 
investment projects were unique—“policies initiated from non-investment activities” and “reduction in 17 
ODP from non-investment activities.”  18 

Exhibit 2-36.  Performance Indicators at 40th Meeting (and Weightings) 19 

Investment 
 ODP phased out (40)  Project completion pursuant to Decision 28/2 
 Funds disbursed (30)  Net emission due to delays 
 Project completion reports (20)  Value of projects approved 
 Submission of progress reports (10)  ODP to be phased out 
 Distribution among countries (10)  Cost of project preparation 
 Speed of first disbursement  Cost-effectiveness 
 Speed of completion   

Non-Investment 
 Number of Projects Completed (50)  Submission of progress reports (10) 
 Funds Disbursed (30)  Policies initiated from non-investment activities 
 Speed until first disbursement (10)  Reduction in ODP from non-investment activities 
 Speed until project completion (10)  

UNEP Specific Non-Investment Performance Indicators 
 Number of newsletters 
 Number of joint/regional activities which Network members are involved 
 Improvement over previous years in data reporting and enacting the legislation and policies for 

ODS phase-out in Networking and institutional strengthening countries 
 The extent of awareness-raising activities initiated by the countries as a result of UNEP’s 

publications 
 The extent to which experience achieved through UNEP’s activities is used in the adoption and 

adjustment of ODS phase-out strategies by Network countries 
 The extent to which the networks are used by the Agencies and the Secretariat in developing 

their work or explaining new policies 

At the 41st Meeting of the Executive Committee, the Secretariat presented proposed performance 20 
indicators for the IAs’ 2004 Business Plans.  The Secretariat noted that the proposed indicators were 21 
developed in light of the following factors (UNEP/OzL.Pro/ExCom/41/80):     22 

1) Multi-year agreements should be taken into account and addressed in one or more performance indicators. 23 
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2) There continues to be a need to address individual projects such as investment projects, refrigerant management 1 
plans (RMPs), halon banking, licensing and other technical assistance projects as they remain relevant in terms of 2 
the compliance needs of countries.   3 

3) Implementation indicators should be based on the achievement of project/agreement milestones such as project 4 
completion and ODP phased out including stand-alone projects and project components that result in 5 
policy/regulatory assistance completion.     6 

4) Administrative indicators are effective in obtaining required implementation and financial reporting.  7 

5) There should be consequences arising from evaluation of performance and a rationale for how the outcomes of 8 
performance evaluation will serve to help countries and implementing agencies improve their performance during 9 
the compliance period.   10 

6) Consideration should be given to eliminating the distinction between investment and non-investment projects. 11 

7) Consideration of performance indicators for UNEP’s CAP programme. 12 

The resulting performance indicators were approved at the 41st Meeting of the Executive Committee 13 
(Decision 41/93 in: UNEP/OzL.Pro/ExCom/41/87).  All the indicators are weighted, and no distinction 14 
is made between investment and non-investment projects.  Approval and implementation indicators 15 
are each given a total of 40 points, and administrative indicators are given 20 points.  Exhibit 2-37 16 
presents the performance indicators used in the IAs’ 2004 business plans. 17 

Exhibit 2-37.  Performance Indicators Approved at 41st Meeting (with Weightings) 18 

Type of Indicator Weighting

Approval Indicators 

Number of annual programmes of multi-year agreements approved vs. those planned, may not be 
applicable to UNEP  

20 

Number of individual projects/activities (investment projects, RMPs, halon banks, TAS) approved vs. 
those planned 

20 

Implementation Indicators 

Activities completed/ODS levels achieved for approved multi-year annual tranches vs. those planned, 
may not be applicable to UNEP  

20 

ODP phased-out for individual projects vs. those planned per progress reports, may not be applicable 
to UNEP**  

5 

Project completion (pursuant to Decision 28/2 for investment projects) and as defined for non-
investment projects vs. those planned in progress reports**  

5 

Percentage of policy/regulatory assistance completed vs. those planned  10 

Administrative Indicators 

Speed of financial completion vs. those required per progress report completion dates  10 
Timely submission of project completion reports vs. those agreed**  5 
Timely submission of progress reports and responses unless otherwise agreed**  5 

TOTAL 100 

 **Existing performance indicator. 19 

Also at its 41st meeting, the ExCom decided that the existing indicators should continue to be tracked 20 
to allow analyses of historical trends with respect to previous performance indicators (Decision 41/93 21 
in: UNEP/OzL.Pro/ExCom/41/87).  These indicators include: value of projects approved; ODP to be 22 
phased out; cost of project preparation; cost-effectiveness; distribution among countries; funds 23 
disbursed; speed of first disbursement; speed of completion; and net emissions due to delay.   24 

For UNEP’s Compliance Assistance Programme (CAP), the ExCom adopted the performance 25 
indicators presented in Exhibit 2-38 to replace UNEP’s former performance indicators. 26 
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Exhibit 2-38.  Performance Indicators Approved at 41st Meeting Specific to UNEP 1 

Indicator Data Assessment 
Usefulness of the region 
network/thematic meetings 

Average of all ratings by network 
meeting participants 

Average versus maximum rating 

   
Assistance to countries for 
data reporting for the 
purpose of establishing 
baselines 

Number of countries with missing data 
that received specific CAP assistance 
for data reporting in order to determine 
compliance baselines. UNEP should 
give a clear indication of the assistance 
provided per Decision 40/11(b)(i) 

Proportion of countries receiving 
assistance that subsequently 
provided data pursuant to Article 7 

   
Assistance with Article 7 
data reporting 

Number of countries reporting data in 
compliance with Article 7 of the Protocol 
pursuant to Decision 40/11(b)(ii) 

Proportion of countries accepting 
assistance that achieved compliance 

   
Countries in actual or 
potential non-compliance as 
per MOP decisions 

Number of countries offered assistance 
under the CAP and number of countries 
that accepted assistance (after 
consultations with other implementing 
and bilateral agencies) and received 
CAP special assistance outside of 
network meetings listing the countries 
and type of assistance 

Proportion of countries accepting 
assistance that achieved compliance 

   
Countries at risk of 
becoming in non-compliance 
as per Article 7 data trends 

Number of countries offered assistance 
under the CAP including those 
countries not yet officially declared in 
non-compliance but where data indicate 
as much and number of countries that 
accepted the offered assistance (after 
consultations with other implementing 
and bilateral agencies) and received 
CAP special assistance outside of 
network meetings, listing the countries 
and type of assistance 

Number of countries provided special 
assistance outside of network 
meetings as a proportion of the 
number of countries that appeared to 
be in non-compliance 

   
Information clearing-house  Number of newsletter subscriptions 

 Number of discrete visitors (IP 
addresses) to the web site 

 Number of PDF documents 
downloaded from web site 

 Number of hard-copy publications 
disseminated 

 Number of query responses 
answered; average time for 
response 

Comparison with previous years’ data

In addition, the ExCom requested IAs to propose qualitative indicators as part of their 2004 business 2 
plans, and to continue to consider the possibility of performance indicators for NOUs. 3 

At the 42nd Meeting of the Executive Committee, pursuant to the ExCom’s request for proposals for 4 
qualitative indicators at the 41st Meeting, the World Bank included the following qualitative 5 
performance indicators in its 2004 Business Plan (UNEP/OzL.Pro/ExCom/42/54): 6 

1. Number of planned missions for 2004. Teams have been asked to provide specific details on: 7 

a. number of people participating in missions;  8 
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b. length of missions;  1 

c. number of cities visited;  2 

d. number of projects visited; and  3 

e. government engagement 4 

2. Planned training and/or increasing support to NOUs or [Financial Intermediaries] FIs 5 

3. Review of upcoming countries’ compliance needs and discussions with governments on potential policy issues. 6 

Noting that some delegates thought that the indicators proposed by the World Bank were too 7 
quantitative, the ExCom requested ExCom members to submit suggestions for qualitative indicators 8 
for the Secretariat and IAs’ consideration.  9 

2.7.2 Findings and Evaluation 10 

Based on the discussion of the ExCom’s use of performance indicators provided in Section 2.7.1, this 11 
section presents findings related to the previously identified performance metrics for this TOR area.  12 
The section is organized as follows: 13 

 Finding by Metric discusses specific findings by performance metrics; and 14 

 Evaluation by Performance Metric provides an overall assessment of the ExCom’s 15 
achievement of each metric, complete with scoring. 16 

Findings by metric 17 

In general, the ExCom has a standard, compliance-driven set of performance indicators that it 18 
consistently updates and applies to IA performance evaluations.  Weaknesses generally relate to 19 
areas where continued focus would further improve an already well-functioning process.  20 

Standard, compliance-driven set of indicators 21 

The set of indicators has remained fairly constant over the history of the Multilateral Fund, allowing for 22 
historical comparison and trend analyses of the agencies.  For example, when the indicators were 23 
significantly altered to reflect the changing project work of the agencies at the 41st Meeting of the 24 
ExCom, four of the nine current indicators were carried over from the previous set.  In addition, the 25 
ExCom requested at its 41st Meeting that the Secretariat continue to monitor the previous 26 
performance indicators for continuity of comparison. 27 

Currently, a common set of indicators is used for the World Bank, UNIDO, and UNDP; UNEP’s CAP 28 
has a separate set of performance indicators.  No performance indicators exist for bilateral 29 
implementing agencies.   30 

In addition, it is important that performance indicators be compliance-oriented, to correspond with 31 
recent strategic planning decisions, as noted by the Secretariat when the current set of performance 32 
indicators was developed: 33 

“…because compliance for a country is measured by the extent to which its consumption/production is below the required 34 
level of the control for CFCs, halons, methyl bromide, CTC and TCA, an implementing agency’s contribution should similarly 35 
be measured on a country by country and ODS by ODS basis.  In addition, to focus on an IA’s contribution to compliance, 36 
performance during the compliance period should not be based on agency targets in business plans, but instead on the 37 
basis of planned achievements of projects and milestones as indicated in progress reports and project proposals/annual 38 
plans of multi-year agreements.”(UNEP/OzL.Pro/ExCom/41/80) 39 

The current indicators are compliance-driven in that they evaluate the outcome of the IAs’ efforts in 40 
assisting Article 5 Parties and address investment, non-investment, multi-year, and individual 41 
projects—all of which are essential in fostering compliance.   42 
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However, the compliance needs of LVC and non-LVC countries are not equally represented. For 1 
example, the implementation indicator, “ODS phased-out for individual projects vs. those planned per 2 
progress reports,” receives 5 points in the weighting system, while the implementation indicator, 3 
“milestone activities completed/ODS levels achieved for approved multi-year annual tranches vs. 4 
those planned,” receives 20 points.  The implementation of individual projects (such as RMPs), which 5 
comprise a significant component of funded activities in LVCs, is captured only in the 5-point indicator 6 
mentioned above and, to a certain extent, the 10-point implementation indicator “percentage of 7 
policy/regulatory assistance completed vs. those planned.”  Because in many LVCs consumption 8 
remains primarily in the refrigeration servicing sector, IA activities in LVCs are given inadequate 9 
weight in terms of their overall performance. 10 

Application of indicators  11 

The performance indicators are evaluated using data from each implementing agency’s progress 12 
reports, allowing equitable comparison among the agencies.  UNEP, however, is an exception 13 
because, while it is evaluated on some of the same indicators as the other three implementing 14 
agencies, UNEP has a unique set of performance indicators (see Exhibit 2-39).  Thus, while some 15 
comparison can be drawn between UNEP and the other agencies on specific indicators, UNEP 16 
cannot necessarily be directly compared to the World Bank, UNIDO, or UNDP using the same scoring 17 
criteria.  However, given UNEP’s different mandate, the effectiveness of the indicators is not 18 
compromised by the approach. 19 

Some parties have indicated that even if a 100-percent achievement target is unrealistic for a given 20 
indicator, implementing agencies must still adopt that target because the Secretariat and the ExCom 21 
will not accept anything lower.  This appears reasonable, as most indicators compare planned 22 
activities against actual activities, and it is imperative that planned activities be completed on time to 23 
ensure Article 5 compliance.  Furthermore, this expectation makes the performance indicators 24 
consistent because, while actual targets differ across IA business plans, the same expectations (of 25 
meeting those unique targets) are applied to each IA.   26 

Reviewing and updating indicators  27 

The performance indicators have been regularly reviewed following their inception at the 22nd Meeting 28 
of the Executive Committee.  From the 26th meeting to the 41st meeting, the format of the indicators 29 
was maintained, with weighted and unweighted indicators for both investment and non-investment 30 
projects.  At the 41st Meeting of the Executive Committee, the structure of the indicators was revised 31 
to include one set of indicators for both investment and non-investment projects in which all indicators 32 
were weighted.  Exhibit 2-39 outlines the history of performance indicator updates.   33 

Exhibit 2-39.  Overview of Performance Indicator Updates 34 

Meeting Number 
(Decision) 

Performance Indicator Update 

22nd (22/18) Original performance indicators approved 
Weightings approved 
Several additional indicators approved, including: 

 Appropriate and timely policies initiated by countries either as a 
result of networking, training, information exchange, country 
programme development and/or institutional strengthening 

 Reduction in ODS consumption over and above that effected by 
investment projects 

26th (26/5) 

 

 Net emission/reduction of ODP resulting from implementation 
delays/early completion (expressed in ODP tonnes) 

Several additional indicators approved, including: 
 Number of investment projects to be completed in the year of the 

business plan 

35th (35/14) 

 Timely submission of progress reports 
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41st (41/93) New performance indicators approved, including CAP-specific 
indicators, and distinction between investment and non-investment 
indicators eliminated.   

However, while the review of the indicators has been regular, the actual updating has not always been 1 
timely.  For example, while discussion on updating the indicators to reflect the compliance period 2 
began at the 32nd Meeting of the Executive Committee, such revisions were not made until three 3 
years later at the 41st meeting.   4 

In addition, although the indicators have been frequently reviewed, when new indicators have been 5 
approved, the ExCom has requested the Secretariat to continue to monitor performance of the 6 
previous indicators.  For example, at the 41st Meeting of the Executive Committee, the Secretariat was 7 
requested to continue to track the existing indicators, even though a new set of weighted indicators 8 
was approved (Decision 41/93 in: UNEP/OzL.Pro/ExCom/41/87).   9 

Accuracy of performance indicators in measuring IA performance  10 

While the current performance indicators track progress with regard to IA activities during the 11 
compliance period, these indicators generally serve to measure agencies’ abilities to correctly plan 12 
activities—not necessarily their abilities to effectively undertake them.  For example, the indicator, 13 
“activities completed/ODS levels achieved for approved multi-year annual tranches vs. those 14 
planned,” reflects how well an IA knows its limitations with respect to how many activities it can 15 
complete in a given year.   16 

Qualitative performance indicators are needed to more accurately measure IA performance in 17 
assisting Article 5 Parties in achieving compliance.  At its 42nd meeting, the Executive Committee 18 
requested ExCom members to propose new qualitative performance indicators for consideration of 19 
IAs and the Secretariat (Decision 42/5 in: UNEP/OzL.Pro/ExCom/42/54).  The development of such 20 
qualitative, innovative indicators is critical to: 21 

• Provide incentives for IAs to use the remaining funding as efficiently as possible with an eye 22 
toward maximizing Article 5 compliance; and 23 

• Lead to a more effective feedback mechanism by which IA performance is improved through the 24 
identification, preparation, and implementation of projects and plans. 25 

In particular, qualitative indicators are essential for projects that are not performance-based but are 26 
critical for achieving compliance, such as RMPs, halon banking, and licensing projects.  The success 27 
of such projects is particularly important because funding for them is often finite.  For example, per 28 
Decision 31/48, the funding allocated for each RMP is the only funding an LVC country can receive to 29 
achieve compliance in the refrigeration sector through 2007.  Similarly, halon banking is understood to 30 
be the final project a country is allowed to receive for the fire protection sector.  Thus, to ensure 31 
compliance, implementation performance indicators should focus more on the modalities and quality 32 
of implementation to truly capture success.   33 

Furthermore, when performance is assessed against existing quantitative indicators, there is a risk 34 
that project quality may be compromised to meet such indicators.  For example, to score well on the 35 
indicator, “Project completion for investment and non-investment projects vs. those planned in 36 
progress reports,” it is conceivable that an IA could expedite project completion at the expense of 37 
overall project success and long-term compliance goals.  Specifically, a scenario could be conceived 38 
wherein 100 refrigerant recovery devices are purchased but deployed only to a storage warehouse, 39 
and this performance indicator would misleadingly convey project success.  Conversely, if an agency 40 
prioritizes project quality over attainment of indicator targets, that agency may falsely appear to be 41 
performing poorly.  While it may be difficult to identify such behaviour, the occurrence of such 42 
activities may be minimized by indicators that reflect the quality of IA project implementation.   43 

Use of performance indicators to improve IA performance 44 

Currently, the IAs’ performance is evaluated by comparing their actual achievement in their progress 45 
reports against their performance indicator targets.  While performance on the indicators may serve 46 
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as an internal barometer for an IA that it is performing well or needs improvement, it is not clear that 1 
there is a specific process by which IAs receive feedback from the ExCom or Secretariat on how to 2 
improve their project planning and implementation processes as a result of the performance 3 
evaluations.   4 

However, the process of evaluation alone may be enough to bring about improved performance on 5 
some indicators.  For example, historically, the administrative performance indicators have been 6 
effective in enabling the timely submission of progress reports and project completion reports.  The 7 
indicators were originally included in response to cases of late submission of progress and project 8 
completion reports.  These reports are now submitted on time by almost all agencies, a result that can 9 
be largely attributed to the success of administrative indicators.  In part because of this success, the 10 
speed of financial completion was added as a performance indicator at the 41st Meeting of the 11 
Executive Committee. 12 

In the past, there have been a few instances of consequences associated with the non-achievement 13 
of performance targets.  Specifically, following the evaluation of the 1997 business plans, there was a 14 
slight reduction in the funding shares of the implementing agencies (Decision 25/4 in: 15 
UNEP/OzL.Pro/ExCom/25/68), and following the evaluation of the 1999 business plans, letters were 16 
sent to Article 5 Parties and the heads of implementing agencies on the comparative performance of 17 
the agencies (Decision 32/7 in: UNEP/OzL.Pro/ExCom/32/44).  However, it is possible that 18 
consequences are not needed if performance evaluations could systematically result in effective 19 
feedback processes by which implementing agencies can improve their performance. 20 

Evaluation by performance metric 21 

Based on the findings in Findings by Metric, Exhibit 2-40 summarizes the performance of this TOR 22 
area by using the identified metrics and criteria presented in Annex D, and scores performance based 23 
on the approach described in the Methodology section of this report.  24 

Exhibit 2-40.  Performance Summary 25 

Metric Result Justifications 
Standard, compliance-
driven set of indicators 

4 Strengths 
 There is one standard set of indicators for UNDP, UNIDO, and 

the World Bank, and a separate set of indicators for UNEP, as is 
appropriate for its unique mandate. 

 Indicators measure the outcome of the IAs’ efforts in assisting 
Article 5 Parties and address investment, non-investment, multi-
year, and individual projects. 

Weaknesses 
 Needs of LVCs are not adequately addressed in indicators.  
 Indicators do not specifically address the quality of project 

identification. 
Indicators consistently 
applied 

5 Strengths 
 The indicators are consistently applied to the progress reports of 

each IA.  
Weaknesses 

 None. 
Indicators are revised, 
as appropriate, when 
necessary 

4 Strengths 
 Indicators are regularly reviewed and updated.  

Weaknesses 
 Updates to the indicators have not always been timely. 
 Performance continues to be monitored on some indicators that 

may no longer be relevant. 
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Metric Result Justifications 
Accuracy of 
performance indicators 
in measuring IA 
performance 

3 Strengths 
 The indicators reflect the activities undertaken by IAs in the 

compliance period by including both multi-year plans and 
individual projects.   

 Indicators effectively assess the outcome of IAs’ implementation 
efforts. 

Weaknesses 
 Indicators reflect project outcome, but quality of implementation 

may not be sufficiently measured.  
 Indicators do not assess the process by which IAs implement 

projects. 
Effective use of 
performance indicators 
to improve IA 
performance 

4 Strengths 
 Indicators have been effective in enabling the timely submission 

of progress reports and project completion reports. 
 The indicators improve IA performance with respect to 

administrative tasks, such as the timely submission of progress 
reports. 

Weaknesses 
 The performance evaluations of the IAs do not result in clear 

feedback loops by which the IAs learn to improve their project 
identification and implementation processes. 

2.7.3 Recommendations 1 

This section presents the recommendations and specific actions that the ExCom may take relevant to 2 
this TOR area, organized by performance metric.   3 

Standard, compliance-driven set of indicators 4 

 Extend performance indicators to bilateral implementing agencies 5 

Like multilateral implementing agencies, bilateral implementing agencies submit business plans and 6 
progress reports, which serve as the basis for creating performance indicator targets and evaluating 7 
performance.  Thus, it is suggested that it would not be an excessive burden for BIAs to set targets 8 
and be evaluated based on their achievement of those targets.  This is particularly important in the 9 
compliance period when BIAs are taking responsibility for national and sectoral phase-out plans.  10 
Because of the nature of this responsibility, it is recommended that the ExCom regularly review the 11 
performance of BIAs.   12 

In addition, extending the use of performance indicators to BIAs would allow for better comparison of 13 
performance across all implementing agencies—multilateral and bilateral alike. This would also allow 14 
for easier identification of individual agency strengths, which could ultimately ensure that agencies 15 
undertake the types of projects they implement best.  It is important to note, however, that it would not 16 
be appropriate to allow the results of the performance evaluations for bilateral implementing agencies 17 
to impact whether the BIAs are entitled to 20 percent of their country’s donation to the Fund.  Rather, 18 
if the performance evaluations reveal specific project strengths and weaknesses of BIAs, then 19 
resources can be shifted to projects that target their strengths. 20 

 Add indicators addressing project identification 21 

Because an important part of the compliance assistance process is identifying appropriate projects, it 22 
is recommended that the ExCom consider adding indicators that measure the effectiveness of IA 23 
project identification toward maximizing compliance.  Thus, in addition to the number of projects 24 
approved versus planned, the quality of the projects proposed with respect to achieving compliance 25 
would also be evaluated.  For example, new indicators could measure the link between the project 26 
and compliance (e.g., indicate the percent of ODS expected to be phased out by the project as a 27 
percent of remaining ODS phase-out required for compliance in the country).  This would be 28 
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particularly useful in the case of individual projects, to ensure that the best projects are identified and 1 
designed by IAs. 2 

 Increase the weight of the indicator “ODS phased-out for individual projects vs. those planned 3 
per progress reports” 4 

There appears to be a discrepancy between the weighting given to LVC countries and the goal of all 5 
Article 5 Parties achieving compliance.  If this is indeed the objective of the Multilateral Fund, it is 6 
suggested that the weightings of the performance indicators be changed to reflect those priorities.  7 
The implementation indicator, “ODS phased-out for individual projects vs. those planned per progress 8 
reports,” which relates to projects such as RMPs for LVCs, only receives 5 points in the weighting 9 
system, while the indicator, “milestone activities completed/ODS levels achieved for approved multi-10 
year annual tranches vs. those planned,” which relates to larger projects in non-LVCs, receives 20 11 
points.  Because the compliance of the majority of countries (which are LVCs) depends on 12 
achievement of the first indicator, the ExCom should consider awarding this indicator a higher 13 
weighting.  In doing so, the ExCom should also consider from which indicator(s) the 5 points should 14 
be taken to ensure the weightings still add to 100 points. 15 

Indicators consistently applied 16 

 Continue to consistently apply indicators using data contained in progress reports 17 

No recommendation for new action is necessary.  Based on the success of the current system of 18 
evaluation to date, the ExCom should continue to use information in progress reports to evaluate the 19 
performance of the IAs.  This system is effective and consistent. 20 

Indicators regularly updated  21 

 Continue to review indicators on a consistent and regular basis 22 

No recommendation for new action is necessary.  However, the ExCom should continue its process of 23 
consistent and regular review of performance indicators, to ensure that they: 24 

• Reflect the changing portfolio of projects and plans that are approved by the ExCom; 25 

• Adapt to the changing implementation modalities of the IAs in response to the evolving needs of 26 
Article 5 Parties; and 27 

• Continue to target difficulties associated with IA administrative processes.   28 

In addition, when updating and developing indicators, the ExCom should aim for the indicators to: 29 

• Be fairly easily measured and not place an excessive burden on the IAs; 30 

• Stimulate appropriate performance incentives; and 31 

• Maximize the compliance of Article 5 Parties by measuring IA performance in terms of their 32 
contribution to country compliance. 33 

 Continue to review all currently monitored performance indicators with a view to determining if 34 
any are no longer relevant 35 

No recommendation for new action is necessary.  Although there is value in providing for historical 36 
analyses by monitoring previous performance indicators, the ExCom should continue to request that 37 
the Secretariat, with cooperation from the IAs, review all performance indicators that are currently 38 
monitored in the progress reports and business plans with a view to determining if any are no longer 39 
relevant.  If it is determined that some indicators are no longer relevant, the ExCom should consider 40 
ceasing to monitor performance.  In performing such a review, the ExCom should consider the 41 
balance between the value of the information monitored and the administrative burden on the IAs to 42 
report on such indicators. 43 
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Accuracy of performance indicators in measuring IA performance  1 

 Continue process of developing qualitative indicators 2 

The ExCom should continue its process of developing qualitative indicators.  Specifically, the ExCom, 3 
the Secretariat, and the IAs should consider building on the body of information regarding the 4 
development of qualitative indicators, and should ensure that UNEP plays a role in this process, since 5 
UNEP has extensive experience with qualitative indicators.  When developing qualitative indicators, 6 
the ExCom should take into consideration that qualitative indicators should: 7 

• Measure the quality of projects approved and implementation with respect to maximizing 8 
compliance;  9 

• Address the interaction between IAs and Article 5 Parties, highlighting in particular, the degree to 10 
which the Article 5 Parties are involved in the implementation process; 11 

• Assess IA execution of specific activities that are part of project implementation, such as the 12 
development of quality training manuals or the diffuse placement of refrigerant recovery 13 
equipment throughout major population centres under RMPs; and   14 

• Be measurable so that they do not create an excessive burden on IAs and can be evaluated fairly 15 
across IAs.   16 

Use of performance indicators in determining the adequacy of IAs’ activities 17 

 Share results of performance evaluations with upper management of the IAs 18 

Through interviews, it has been established that performance indicators tend to result in IA 19 
performance improvements in cases where there is a commitment to do so by the upper management 20 
in the IAs.  Thus, it is recommended that the ExCom consider sharing the results of each IA’s 21 
performance evaluation with its senior management.  In particular, the ExCom should deliberate on 22 
whether evaluation scores should be routinely shared with IA senior management, or if only those 23 
evaluations that scored below a pre-determined threshold should be shared.  The latter case would 24 
provide additional incentive for IAs to achieve high scores.  In the event that the ExCom prefers this 25 
modality, the ExCom should determine a scoring threshold based on historical performance.  26 

 When administrative problems are resolved, remove the indicators that addressed those 27 
issues 28 

It is suggested that the ExCom consider removing certain administrative performance indicators if and 29 
when members are confident that the particular administrative issue has been resolved, and the 30 
indicator is no longer needed to promote good behaviour.  Removing these types of administrative 31 
indicators will reduce the reporting requirements for IAs and provide an opportunity for new 32 
administrative indicators to be adopted in response to emerging administrative problems.  However, 33 
the Secretariat should continue to monitor performance on past administrative issues as long as the 34 
ExCom deems necessary to ensure that the IAs continue to perform adequately on these 35 
administrative tasks.  36 

Exhibit 2-41 presents general recommendations and proposed actions to improve the ExCom’s use of 37 
performance indicators.  38 

Exhibit 2-41.  Summary of Recommendations 39 

General Recommendation Recommended Action 

Standard, compliance-driven set of indicators 

 Extend performance indicators to bilateral 
implementing agencies  

 Form a contact group including the bilateral 
implementing agencies (BIAs), IAs, and 
Secretariat to discuss the possible modalities 
for extending the indicators to BIAs. 
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General Recommendation Recommended Action 
 Add indicators to address project identification   Request that the Secretariat, IAs, and ExCom 

members propose project identification 
indicators for the 45th meeting. 

 Increase the weighting of the indicator “ODS phased-
out for individual projects vs. those planned per 
progress reports”  

 Request that the Secretariat and IAs discuss 
and prepare a paper on the appropriate 
weighting for this indicator to adequately 
represent the compliance needs of LVCs. 

Indicators consistently applied 

 Continue to consistently evaluate performance using 
data contained in progress reports 

 No recommendation for new action is 
necessary.  

 Continue to review all currently monitored 
performance indicators with a view to determining if 
any are no longer relevant 

 No recommendation for new action is 
necessary.   

Indicators are revised, as appropriate, when necessary 

 Continue to review indicators on a consistent and 
regular basis 

 No recommendation for new action is 
necessary.   

Accuracy of performance indicators in measuring IA performance 

 Continue process of developing qualitative indicators  Verify progress of qualitative indictor 
development in advance of the 44th meeting.   

Effective use of performance indicators to improve IAs’ performance 

 Share results of performance evaluations with upper 
management of IA 

 Request that the Secretariat prepare a 
document presenting the possible modalities 
for sharing evaluation results to be discussed 
at the 45th meeting. 

 Consider eliminating select administrative indicators if 
relevant administrative problems are resolved 

 Consider eliminating indicators on which IAs 
repeatedly achieve 100 percent. 

 1 
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3 MULTILATERAL FUND SECRETARIAT ACTIVITIES 1 

The Fund Secretariat consists of a Chief Officer, nine professional staff members, and nine general 2 
service staff members.  At the 3rd Meeting of the Executive Committee (ExCom) in April 1991, it was 3 
decided that the Fund Secretariat will assist the ExCom in the discharge of its functions 4 
(UNEP/OzL.Pro/ExCom/3/18).  While this involves an array of activities, the major activities include 5 
the performance of policy analysis, undertaking of project reviews, preparation of reports, and 6 
formulation of recommendations for the decisions of the ExCom.  Specifically, the Fund Secretariat is 7 
responsible for:  8 

• developing a three-year plan and a budget for the Fund; 9 

• developing a fund disbursement system;  10 

• managing the business cycle of the Fund;  11 

• monitoring the expenditures and activities of the Implementing Agencies (IAs); 12 

• acting as a liaison between the Executive Committee (ExCom), governments, and IAs, and 13 
servicing meetings of the ExCom;    14 

• reviewing project proposals;  15 

• summarizing funding and ODP phase-out and consumption data; 16 

• monitoring and evaluating Fund projects; and 17 

• reviewing and preparing documentation submitted to the ExCom.  18 

This Section evaluates three Term of Reference (TOR) Areas related to the Secretariat’s activities.  19 
They are: 20 

 TOR Area 2a: Appraisal of the efficiency and effectiveness of the review process of ODS 21 
phase-out projects and programmes with respect to the goals of the Montreal Protocol and 22 
decisions of the Meetings of the Parties; 23 

 TOR Area 2b: Monitoring the efficiency of the implementation of projects and programmes, in 24 
particular the monitoring of fund transfer and disbursement; and 25 

 TOR Area 2c: Adequacy and comprehensiveness of the information provided to the ExCom 26 
on the financial reports submitted for the ExCom’s consideration. 27 

3.1 Term of Reference Area 2a: Secretariat’s review process of projects and 28 
programmes 29 

The term of reference (TOR) area evaluated in this section is: appraisal of the efficiency and 30 
effectiveness of the review process of ODS phase-out projects and programmes with respect to the 31 
goals of the Montreal Protocol and decisions of the Meetings of the Parties.  Accordingly, this section 32 
appraises the efficiency and effectiveness of the Multilateral Fund Secretariat’s project/programme 33 
review process.  It is assumed that the goals of the Montreal Protocol are focused on compliance, and 34 
that the decisions of the Meeting of the Parties (MOPs) are also aimed at achieving compliance.   35 
Exhibit 3-1 presents the relevant documents and decisions referenced in this assessment. 36 

Exhibit 3-1.  Relevant Documents and Decisions 37 

 UNEP/OzL.Pro/ExCom/3/18/Rev.1: Report of the 3rd Meeting of the Executive Committee of the Interim 
Multilateral Fund for the Implementation of the Montreal Protocol.  Annex III, Implementation Guidelines and 
Criteria for Project Selection. 

 UNEP/OzL.Pro/ExCom/5/5: Procedures for presentation of country programs and project proposals to the 
ExCom. 
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 UNEP/OzL.Pro/ExCom/7/30: Annex III Guidelines for presentation of projects and criteria for project approval. 
 UNEP/OzL.Pro/ExCom/17/3: Secretariat’s overview of issues identified during project review. 
 Decision 18/22 in: UNEP/OzL.Pro/ExCom/18/22: Report of the 18th Meeting of the Executive Committee. 
 UNEP/OzL.Pro/ExCom/38/15: Overview of issues identified during project review. 
 UNEP/OzL.Pro/ExCom/42/16: Overview of issues identified during project review. 
 UNEP/OzL.Pro/ExCom/42/27: Project proposal: Bosnia and Herzegovina. 
 UNEP/OzL.Pro/ExCom/42/54: Report of the 42nd Meeting of the Executive Committee. 

To guide this assessment, the following performance metrics were applied: 1 

• Standard, compliance-driven set of review criteria are used; 2 

• Review criteria are consistently applied; 3 

• Review criteria are revised as appropriate; and  4 

• Review measures (e.g., cost effectiveness) are adequate and maximizing compliance. 5 

The remainder of this chapter is organized as follows: 6 

 Section 3.1.1 presents background information regarding the policy history of the 7 
project/programme review process of the Secretariat; 8 

 Section 3.1.2 discusses findings and a summary evaluation of the Secretariat’s performance 9 
with respect to each metric; and 10 

 Section 3.1.3 provides recommendations based on the findings for each performance metric. 11 

3.1.1 Policy History 12 

One of the key responsibilities of the Fund Secretariat is to review project and programme proposals 13 
to ensure their consistency with the policy and incremental cost guidelines established for the Fund 14 
(UNEP/OzL.Pro/ExCom/10/40).  The Secretariat then submits the projects, along with any comments 15 
and recommendations, to the Executive Committee (ExCom) for final review.  To effectively 16 
accomplish this role as primary project reviewer, the Secretariat utilizes guidance that has been 17 
developed and approved to define the modalities of activities supported by the Fund, project eligibility 18 
criteria, and guidelines for setting priorities.   In addition, there are established procedures for the 19 
submittal of project proposals to the Executive Committee (ExCom), guidelines for the presentation of 20 
projects, and project approval criteria.  The remainder of this section presents an overview of: 21 

 Project review process; 22 

 Secretariat’s role in ExCom review; and 23 

 Review measures to ensure compliance. 24 

Project review process 25 

Once a project/programme proposal has been prepared according to appropriate guidelines, it is 26 
submitted to the Secretariat, who then reviews each project to ensure that it meets the criteria for all 27 
projects submitted to the ExCom for approval.  These criteria, established at the 7th Meeting of the 28 
Executive Committee in June 1992, specify that projects must (UNEP/OzL.Pro/ExCom/7/30):  29 

• be consistent with the implementation guidelines; 30 

• be consistent in content and format with the project presentation guidelines; 31 

• contain both accurate and current data, as well as other relevant information; 32 

• be consistent with the action plan, as described in the country programme, if available; and 33 

• be consistent with the approved operational aspects of bilateral and regional cooperation, if applicable. 34 
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It is also the responsibility of the Secretariat to pay close attention to the financial information included 1 
in project proposals.  The incremental costs reviewed by the Secretariat and recommended for 2 
funding, as a matter of Fund policy, have been based on the actual consumption identified during 3 
project preparation.  Additionally, the Secretariat must try to ensure that the consumption of the 4 
recipient enterprise is consistent with officially reported consumption data.  If there are any financial 5 
issues or other problems associated with a proposal, the Secretariat raises them with the appropriate 6 
IA and negotiates until an agreement is reached on the incremental costs and the total project cost.  7 
Thus, it is the Secretariat’s responsibility, at this stage of the project cycle, to ensure proposed project 8 
costs to be recommended to the ExCom for approval are at eligible funding levels.   9 

When a project submitted by an IA raises a technical issue that has policy implications with regard to 10 
the interpretation of the eligibility criteria, the Secretariat enters into negotiation with the IA to reach 11 
agreement on the issue.  If the negotiations are successful, the project proposal is revised 12 
accordingly, and then submitted to the ExCom for review.  If agreements cannot be reached in 13 
negotiations with the IAs, projects are not submitted to the ExCom for review at the upcoming 14 
meeting; rather, the lead IA is informed of the impediment in the proposal and given recommendations 15 
on how to address it for resubmission at a future date.  Projects for which inadequate information is 16 
provided, or for which eligibility is in doubt, are either deferred or withdrawn from the review process.  17 
If the Secretariat and lead IA cannot come to an agreement due to technical issues that have not 18 
been previously addressed by ExCom policy, the Secretariat conducts a policy review to develop 19 
guidelines to be submitted for approval by the ExCom.     20 

Projects and activities that are determined by the Secretariat to be in accordance with the eligibility 21 
criteria, project priorities, and approval criteria are submitted to the ExCom for review along with an 22 
accompanying recommendation.  (Please refer to Chapter 2, Section 2.3 for more detail on the 23 
ExCom’s project review process and the relevant criteria and priorities.) The Secretariat either makes 24 
a recommendation for the blanket approval of investment projects or for individual consideration of a 25 
project, based on ExCom policies for submittal of recommendations.   26 

For example, at the 42nd Meeting of the Executive Committee, the Secretariat’s review of proposed 27 
projects and activities resulted in a recommendation for blanket approval of a total of 47 annual 28 
tranches, projects, and activities amounting to US$27,598,859.  Eighteen investment projects and 29 
other activities with a total value of US$3,011,055 were withdrawn or deferred, including projects that 30 
did not include adequate information or for which eligibility was in doubt.   31 

Secretariat’s role in ExCom review 32 

When a project proposal is reviewed during an ExCom meeting, the Secretariat highlights important 33 
project information to the ExCom.  For example, during the 30th Meeting of the Sub-Committee on 34 
Project Review, when a country submitted a CFC phase-out plan, the Secretariat emphasized that the 35 
plan would lead to the final phase-out of CFCs in the country by the year 2010, and would assist the 36 
country to meet its compliance targets for CFC consumption by 2005 and 2007.  Thus, projects are 37 
reviewed in context, with a constant eye toward compliance. 38 

The Secretariat also tracks previous requests made by the ExCom of IAs and country governments, 39 
and raises them during ExCom meetings.  For example, regarding the project mentioned above, the 40 
Secretariat recalled that Decision 38/55 requested that same country’s government to prepare a 41 
national phase-out plan that clearly identified and explained CFC consumption in various sectors and 42 
sub-sectors and any differences between that and previously reported consumption.   43 

Review measures to ensure compliance 44 

At the 41st Meeting, the Secretariat noted that, in light of the approaching 2005 phase-out targets, 45 
some Article 5 Parties were facing the risk of not achieving compliance if their projects were deferred.  46 
Therefore, the Secretariat intensified efforts to resolve outstanding issues with IAs in order to push 47 
key projects forward and maximize compliance with the 2005 targets. 48 

A number of countries for which institutional strengthening requests have been submitted to the 42nd 49 
meeting have been found to be non-compliant or at risk of becoming non-compliant because they 50 
have failed to report any data in one or more of the reporting categories or years.  Indeed, some 51 
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countries may actually have levels of consumption within the Protocol requirements, but they are non-1 
compliant because their consumption data have not been reported.  To minimize or eliminate non-2 
compliance, it is critical to ensure that reporting requirements do not prevent countries from reaching 3 
compliance.  Thus, whenever the Secretariat reviews projects for which data reporting is an issue, the 4 
Secretariat advises the relevant IA to assist the particular country to establish and report the relevant 5 
data. 6 

3.1.2 Findings and Evaluation 7 

This section presents findings related to the performance metrics.  The remainder of this section is 8 
organized as follows: 9 

 Findings by metric discusses more specific findings by performance metrics; and 10 

 Evaluation by performance metric provides an overall assessment of the Secretariat’s 11 
achievement of each metric, complete with scoring. 12 

Findings by metric 13 

Standard, compliance-driven set of review criteria 14 

As indicated in Section 3.1.1, the Secretariat ensures that all projects submitted for ExCom review 15 
meet the criteria for project approval.  These criteria have provided both the ExCom and Secretariat 16 
with a consistent set of basic project components to consider in the review process.  When reviewing 17 
projects, the Secretariat aims to maximize Fund dollars to cover as many projects as possible, and 18 
also to ensure that projects are prepared in a comprehensive, acceptable format likely to win ExCom 19 
approval.   20 

The success of the standard criteria used for project review was evident in March 2004 at the 42nd 21 
Meeting of the Executive Committee, when most projects were approved without any questions or 22 
comments from the ExCom.  The few project proposals that were questioned, such as an IA’s 23 
proposal to fund a study on HCFC use in an Article 5 Party, generally involved broader policy issues 24 
that require further discussion and debate.  These projects were appropriately included in the “Issues 25 
identified during project review” portion of the ExCom meeting agenda. 26 

The standard process of project submittal to the Secretariat, negotiation between the Secretariat, IA, 27 
and/or NOU as necessary, followed by the use of a consistent list of project review criteria, allows the 28 
Secretariat to efficiently and effectively review numerous projects and programmes, determine the 29 
proper quantity of funding to recommend to the ExCom, and place the proposals in various categories 30 
for review during an ExCom meeting.  In particular, following an overview presentation on issues 31 
identified during project review, the Secretariat systematically discusses projects organized by (1) 32 
projects and activities for blanket approval; (2) requests for bilateral cooperation; (3) work 33 
programmes; and (4) investment projects, including sector and national phase-out plans and 34 
refrigerant management plans. 35 

This standardized process, from the receipt of project proposals to negotiation, application of criteria, 36 
and preparation for submittal to the ExCom, is consistent, transparent, and thorough. 37 

Review criteria are consistently applied 38 

The Secretariat has a strong record of consistently applying the basic criteria for project approval and 39 
for following precedents formed by past ExCom project approvals.  Additionally, the Secretariat 40 
consistently considers the “Assessment of the funding requirement for the replenishment of the 41 
Multilateral Fund,” prepared by the Technology and Economic Assessment Panel (TEAP).  However, 42 
note that this does not mean that the Secretariat necessarily disqualifies projects not included in 43 
TEAP reports.  As an example of consistent consideration of precedents and TEAP reports, when the 44 
Secretariat reviewed the aforementioned IA proposal for funding of an HCFC study, it indicated to the 45 
ExCom that no such project had as yet been approved; Multilateral Fund policy specifically excluded funding second-46 
stage industrial conversions from HCFCs to non-ODS substances, and that HCFC-related activities were not 47 
included in TEAP’s 2003-2005 replenishment report (UNEP/OzL.Pro/ExCom/42/27).    48 
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Additionally, the Secretariat consistently follows precedents for placing projects in the correct 1 
categories for recommendation to the ExCom following Secretariat review (please see Chapter 2, 2 
Section 2.3 for more detail).  For example, methyl bromide investment projects are typically submitted 3 
under “projects for individual consideration,” because of the evolving understanding of these types of 4 
projects.   5 

Review criteria are revised as appropriate 6 

While the Secretariat does not have the authority to revise its review guidelines, it has recommended 7 
several revisions of ExCom precedents when it realized that certain sector-specific guidelines for 8 
project funding were out-of-date.  For example, with regard to halon banking projects, the Secretariat 9 
has recommended larger amounts of funding for the lowest level of funding in several cases.  Project 10 
proposals for halon banking initially included relatively large amounts of funding.  In November 1995 11 
at the 18th Meeting of the Executive Committee, the ExCom adopted guidelines stipulating that 12 
countries with low installed capacity should qualify for one-time funding only of US$25,000 for 13 
purchase of halon recycling equipment, for recovery of halons from existing systems, or to establish 14 
exchange programmes (Decision 18/22 in: UNEP/OzL.Pro/ExCom/18/75).  Following these new 15 
guidelines, the Secretariat began to recommend lower levels of funding resulting from its review of 16 
halon project proposals from countries with low installed capacities.   17 

In March 2004, partly because halon banking projects were considered to be the last project a country 18 
could receive in the halon sector pursuant to Decision 35/57, the Secretariat recommended increasing 19 
the funds for a particular halon banking project to US$64,600 plus agency fees 20 
(UNEP/OzL.Pro/ExCom/42/27).  The ExCom approved the project at the funding level requested.  21 
This demonstrates that the Secretariat recognizes criteria that require revision and takes appropriate 22 
action to recommend actions outside of the criteria as needed.  23 

The Secretariat makes recommendations for recent changes in sectors where they deem such 24 
changes appropriate, as exemplified by halon banking.  In other sectors, changes have not been 25 
recommended to-date (e.g., refrigerant management plans).  26 

Adequacy of review measures in terms of maximizing compliance 27 

In addition to reviewing projects with an eye to approval criteria and minimising project costs, the 28 
Secretariat considers the established project priorities and the long-term achievement of compliance 29 
in each country when making recommendations to the ExCom.  The Secretariat carefully reviews 30 
consumption and/or production data in project proposals in order to ascertain baselines, actual 31 
consumption and/or production, and phase-out necessary to reach compliance, and then determines 32 
whether or not the project is necessary for compliance and advises the ExCom accordingly.   33 

Furthermore, to ensure efficiency, the Secretariat is diligent about identifying cases of activity overlap 34 
during the project review process, and works with the IAs to prevent such overlaps (see Chapter 2, 35 
Section 3 for more information on activity overlap).   36 

The Secretariat also tags compliance issues that it identifies during the project review process for 37 
discussion at ExCom meetings.  At the 42nd meeting under “Overview of issues identified during 38 
project review,” the Secretariat highlighted the concern that numerous countries that had requested 39 
institutional strengthening projects for approval at the 42nd meeting were in non-compliance due to 40 
their lack of data reporting.  The Secretariat emphasized that a high priority should be placed on data 41 
collection and reporting to improve this situation (UNEP/OzL.Pro/ExCom/42/54).   42 

Evaluation by performance metric 43 

Based on the findings presented above, the achievement of each performance metric was evaluated 44 
using identified criteria, and performance was scored based on the system described in the 45 
Methodology chapter of this report.  This performance summary is provided in Exhibit 3-2. 46 
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Exhibit 3-2.  Performance Summary 1 

Metric Result Justification 
Standard, compliance- 
driven set of review 
criteria 

5 Strengths 
 Guidelines, priorities and criteria are established for 

the Secretariat’s project review process that ensure 
appropriate projects are submitted to the ExCom. 

 Overarching criteria for project review are compliance- 
driven. 

Weaknesses 
 None. 

Review criteria are 
consistently applied 

5 Strengths 
 The Secretariat consistently follows precedents for the 

application of review criteria. 
Weaknesses 

 None. 
Review criteria are revised 
as appropriate 

5 Strengths 
 The Secretariat recognizes criteria that require 

revision and, when deemed appropriate, recommends 
updated levels of funding to the ExCom through its 
review process. 

Weaknesses 
 None. 

Adequacy of review 
measures in terms of 
maximizing compliance 

5 Strengths 
 The Secretariat’s review measures emphasize the 

long-term achievement of compliance in each country. 
 Secretariat’s diligence in eliminating project overlap 

supports the most cost effective achievement of 
compliance. 

Weaknesses 
 None. 

3.1.3 Recommendations 2 

This section presents the recommendations and specific actions that the Secretariat may take 3 
relevant to this TOR area, organized by performance metric. 4 

Standard, compliance-driven set of review criteria 5 

 Continue to utilize the current, compliance-driven set of review criteria. 6 

No recommendation for new action is necessary.  The overarching criteria for project review are 7 
compliance-driven and the guidelines, priorities and criteria that have been established for the 8 
ExCom’s project review and approval process ensure appropriate projects are submitted to the 9 
ExCom. 10 

Review criteria are consistently applied 11 

 Continue ensuring that the Secretariat consistently applies provisions in the criteria list when 12 
reviewing projects.  13 

No recommendation for new action is necessary. The Secretariat consistently follows precedents for 14 
the application of review criteria. 15 
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Review criteria are revised, as appropriate, when necessary 1 

 Continue to revise the review criteria when appropriate. 2 

No recommendation for new action is necessary.  The Secretariat recognizes criteria that require 3 
revision and, when deemed appropriate, recommends updated levels of funding through its review 4 
process. 5 

Adequacy of review measures in terms of maximizing compliance 6 

 Increase efforts to improve country level data reporting for the purpose of minimizing the 7 
occurrence of countries being classified as non-compliant based on a lack of data provision. 8 

Given the urgent need to minimize or eliminate non-compliance, ensuring that non-compliance status 9 
does not occur due to unfulfilled data reporting obligations is of importance.  The Secretariat should 10 
recommend to the ExCom that action should be taken to resolve this source of technical non-11 
compliance.  Possible actions may be for the Secretariat to solicit feedback from Article 5 Parties that 12 
have been, or are on the verge of being, classified as non-compliant for reasons of inadequate 13 
information provision and to support the IAs in providing all data collection and submission assistance 14 
possible to countries for whom they are implementing projects.  15 

Exhibit 3-3 summarizes the recommendations and proposed actions to ensure the efficiency and 16 
effectiveness of the Secretariat’s project and programme review process.   17 

Exhibit 3-3.  Summary of Recommendations 18 

General Recommendation Recommended Action 

Standard, compliance-driven set of review criteria 

 Continue to utilize the current, compliance-driven 
set of review criteria. 

 No recommendation for new action is necessary. 

Review criteria are consistently applied 

 Continue ensuring that the Secretariat 
consistently applies provisions in the criteria list 
when reviewing projects.  

 No recommendation for new action is necessary. 

Review criteria are revised, as appropriate, when necessary 

 Continue to revise the review criteria when 
appropriate. 

 No recommendation for new action is necessary. 

Adequacy of review measures in terms of maximizing compliance 

 Increase efforts to improve country level data 
reporting. 

 Request feedback from countries that have been, 
or may be classified as non compliant for this 
reason and work with the IAs to provide all 
assistance possible to eliminate instances of non-
reporting of data.   

 19 

3.2 Term of Reference Area 2b:  Monitoring of the Efficiency of the 20 
Implementation of Projects and Programmes by the Secretariat 21 

The term of reference (TOR) area evaluated in this section is: monitoring the efficiency of the 22 
implementation of projects and programmes, in particular the monitoring and management of fund 23 
transfer and disbursement.  Accordingly, this section evaluates the monitoring process of the 24 
Secretariat to determine if fund transfer and disbursement are effective and efficient, with 25 
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consideration given to fund disbursement delays and actual versus planned project completion times.  1 
Exhibit 3-4 presents the key documents and decisions referenced in this assessment. 2 

Exhibit 3-4.  Relevant Documents and Decisions 3 

 UNEP/OzL.Peo/ExCom/3/15/Rev.2: Three-year plan and budget for the Fund Secretariat. 
 UNEP/OzL.Pro/ExCom/3/18/Rev.1 Annex III: Final report UNEP. 
 UNEP/OzL.Pro/ExCom/ 8/29 Annex III: Final report UNEP. 
 UNEP/OzL.Pro/ExCom/9/20: Final report UNEP. 
 UNEP/OzL.Pro/ExCom/12/37: Final report UNEP. 
 Decision 17/22 in: UNEP/OzL.Pro/ExCom/17/60: Report of the 17th Meeting of the Executive Committee. 
 Decision 18/16 in: UNEP/OzL.Pro/ExCom/18/75: Report of the 18th Meeting of the Executive Committee. 
 Decision 19/23 in: UNEP/OzL.Pro/ExCom/19/64: Report of the 19th Meeting of the Executive Committee. 
 UNEP/OzL.Pro/ExCom/19/3 and Corr. 1: Report from the Treasurer. 
 Decision 20/30 in: UNEP/OzL.Pro/ExCom/20/72: Report of the 20th Meeting of the Executive Committee. 
 Decision 22/16 in: UNEP/OzL.Pro/ExCom/22/79/Rev.1: Report of the 22nd Meeting of the Executive Committee. 
 Decision 22/60 in: UNEP/OzL.Pro/ExCom/22/79/Rev.1: Report of the 22nd Meeting of the Executive Committee. 
 Decision 25/8 in: UNEP/OzL.Pro/ExCom/25/68: Report of the 25th Meeting of the Executive Committee. 
 UNEP/OzL.Pro/33/30: Strategic planning (follow-up to decision 32/75). 
 UNEP/OzL.Pro/41/02: Secretariat activities. 
 UNEP/OzL.Pro/41/08: 2003 consolidated project completion report. 

 4 

To guide this assessment, the following performance metrics were applied: 5 

• Monitoring process of Secretariat is standardized; and 6 

• Monitoring process of Secretariat results in overall improvements in project/programme 7 
implementation. 8 

The remainder of this chapter is organized as follows: 9 

 Section 3.2.1 presents background information regarding the policy history of the Secretariat’s 10 
process for monitoring project/programme implementation; 11 

 Section 3.2.2 discusses findings and a summary evaluation of the Secretariat’s performance 12 
with respect to each metric; and 13 

 Section 3.2.3 provides recommendations based on each performance metric. 14 

3.2.1 Policy History 15 

Efforts to develop a monitoring and evaluation system for the Fund were started in 1995 by the Fund 16 
Secretariat, which submitted to the 17th and 18th Meetings of the Executive Committee, sequentially, 17 
two proposals on Guidelines on Monitoring and Evaluations (UNEP/OzL/Pro/ExCom/17/53 and 18 
UNEP/OzL.Pro/ExCom/18/64).  The ExCom reviewed these guidelines, and the reports provided by 19 
an independent consultant, over the course of next several meetings.  To move ahead with the 20 
development of an official monitoring and evaluation system, at its 21st meeting in February 1997, the 21 
ExCom reconstituted the former Sub-Committee on Financial Matters, with the added mandate to 22 
manage the monitoring and evaluation program.  The ExCom also decided to modestly strengthen the 23 
Secretariat’s capacity to conduct evaluations.  Monitoring and evaluation officially became a 24 
Secretariat function in May of 1997. 25 

The remainder of this section addresses the policy history associated with the development of a 26 
standard process used to monitor project/programme implementation, as well as fund transfer and 27 
disbursement procedures.  Finally, this section presents an overview of how the results of the 28 
monitoring process lead to positive feedback mechanisms, whereby improvements are made to the 29 
system.   30 
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Standard monitoring process  1 

It was decided in October of 1992, at the 8th Executive Committee Meeting, that the Secretariat would 2 
assess project implementation status, ascertain problem areas, and offer assistance in resolution of 3 
such problem areas between ExCom meetings (UNEP/OzL.Pro/ExCom/8/29 Annex III).  To fulfil 4 
these responsibilities, as well as the formal monitoring and evaluation responsibilities bestowed upon 5 
it in 1997, the Secretariat utilizes information gained from the following sources: 6 

• Annual progress reports from the implementing agencies (IAs); 7 

• IAs’ business plans; 8 

• Project completion reports; and  9 

• Enterprise level audits. 10 

Based on this information, the Secretariat is responsible for preparing its summary reports on 11 
monitoring project and programme implementation, namely: 12 

• Consolidated project completion reports; 13 

• Annual draft monitoring and evaluation work programmes; 14 

• Reports on project implementation delays; 15 

• Reports on project balances; and  16 

• Other reports, as requested (e.g., the Final Report on the Evaluation of the Implementation of 17 
RMPs). 18 

The Secretariat is also responsible for updating the information resources and operational guidelines 19 
related to monitoring of project implementation.  Specifically, the Secretariat reviews and updates the 20 
following databases, documents, and operational guidelines:  21 

• Inventory of Approved Projects; 22 

• Policies, Procedures, Guidelines and Criteria; 23 

• Country Programme Summary Sheets; and  24 

• Project Completion Reports Summary Sheets. 25 

During the implementation review process, the Secretariat reports on projects with implementation 26 
delays, including projects classified in the following categories, inter alia: projects with some progress, 27 
no progress, pending deadlines, pending issues, and proposed for possible cancellation.  Although 28 
institutional strengthening, halon banking, customs training, recovery/recycling, and demonstration 29 
projects are not considered by the Secretariat under implementation delay or project cancellation 30 
criteria, these projects are monitored as appropriate.   31 

In addition, the Secretariat also examines the Accounts of the Fund, and prepares a reconciliation of 32 
the Accounts by comparing the financial data from IAs’ progress reports against the financial records 33 
of the Secretariat and the Fund Treasurer.  This report is presented to the ExCom at the third meeting 34 
of each year (Decision 38/9 in: UNEP/OzL.Pro/ExCom/38/70/Rev.1).  (Detailed information on the 35 
financial management of the Fund is presented in Chapter 5, Section 5.1). 36 

Monitoring progress in implementation of country programmes 37 

At the 10th Meeting of the Executive Committee in July 1993, Article 5 Parties were requested to 38 
provide annual reports on progress being made on the implementation of their country programmes.  39 
At its 13th meeting, the ExCom adopted a formal format for the presentation of information on 40 
progress of implementation of country programmes.  Accordingly, decisions on each approved 41 
country programme should include a requirement for presenting information annually on progress of 42 
implementation of the country programme (UNEP/OzL.Pro/ExCom/13/47). 43 
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The Secretariat is often requested to utilize the information presented in country programme updates 1 
to provide the ExCom information needed to make decisions or address policy issues related to the 2 
implementation of projects and programmes.  For example, at its 20th meeting, after considering the 3 
updated report on the progress of implementation of country programmes approved between 4 
February 1992 and December 1995, the ExCom requested the Secretariat to prepare a document on 5 
the implications of using different baseline years, and to propose a new format (Decision 20/36 in: 6 
UNEP/OzL.Pro/ExCom20/72).  In this way, the monitoring of country programmes feeds into 7 
operational improvements.    8 

Progress reports 9 

At the 9th Meeting of the Executive Committee in March 1993, the Secretariat was requested to work 10 
with the IAs to develop a standard format for communicating both project progress and the reasons 11 
for delays.  It was decided that the Secretariat should prepare an overview document that clearly 12 
shows the work being conducted by all IAs on a country-by-country basis 13 
(UNEP/OzL.Pro/ExCom/9/20).  This document is the consolidated progress report. 14 

At the 12th Meeting of the Executive Committee, held in March 1994, it was agreed that there was a 15 
need to more closely monitor the project implementation progress made by the IAs, that there should 16 
be greater uniformity and clarity in the progress reports, and that the information contained in those 17 
reports should reflect greater accountability to the Parties.  To this end, the Secretariat was given 18 
greater authority in instructing the IAs on the preparation of the progress reports 19 
(UNEP/OzL.Pro/ExCom/12/37). 20 

Subsequently, under Decision 17/22, the ExCom requested the Secretariat, together with the IAs, to 21 
adopt the mandatory format for reporting progress and financial information to the ExCom.  This 22 
uniform format was accepted to provide for greater ease of cross-referencing; consistency and use of 23 
standard reporting periods; clarification of terms; greater ease of tracking the funds through the 24 
various stages of project implementation; information on percentage of funds disbursed; and reduction 25 
duplication between IAs’ progress reports and financial reports (UNEP/OzL.Pro/ExCom/17/60). 26 

Under Decision 19/23, taken in November 1997, the ExCom decided (UNEP/OzL.Pro/ExCom/19/64): 27 

• To take note of the importance of ensuring that the information in the narrative of the progress 28 
report was fully consistent with that contained in the database submitted by the IAs; 29 

• To request IAs to include in the data submitted information on dates of approval and 30 
implementation of projects and disbursement of the funds, on a project by project basis, and to 31 
highlight in the narrative the reasons for any delays, since such delays could lock up Fund 32 
resources for significant periods, possibly several years; and 33 

• To request the IAs, as a matter of course, to identify for each project whether or not an 34 
implementing agreement was already in place, to enable the ExCom to assess whether each 35 
project was likely to be implemented within a short time span or to be significantly delayed. 36 

At its 22nd meeting, the ExCom requested the Secretariat and IAs to include executive summaries in 37 
all future progress reports and to include a section listing all projects that have had “no significant 38 
progress in the last two years” in all future progress reports (UNEP/OzL.Pro/ExCom/22/79/Rev.1).  It 39 
is the Secretariat’s responsibility to review the information provided by the IAs in their progress reports 40 
to ascertain if any additional progress has been reported and/or if the barriers that caused any past 41 
project delay have been overcome.    42 

At its 34th meeting, when the consolidated progress report from July 2001 was reported, the ExCom 43 
added a performance indicator for the timely submission of progress reports to the project report 44 
database as well as new entries for agency support costs, year of business plan, and whether or not 45 
the project was in the investment allocation (UNEP/OzL.Pro/ExCom/34/58). 46 

Project completion reports 47 

Project completion reports (PCRs) received during the reporting period are used by the Secretariat to 48 
prepare the annual consolidated project completion reports presented to the ExCom.   49 
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The total number of PCRs received for investment projects in 2003 decreased to 194 (compared to 1 
207 in 2002), while the total number of PCRs still due for completed investment projects also 2 
decreased from 222 to 207 during the same time.  Conversely, for non-investment projects, the 3 
number of PCRs received in 2003 increased from 53 to 69, while the number of outstanding PCRs 4 
decreased from 100 to 58 during this time.  5 

For project preparations, country programmes, recurrent activities (e.g., networking and information 6 
exchange), and extended institutional strengthening projects, no PCRs are required (Decision 29/3).   7 
However, recurrent activities are reported upon in the annual progress reports and terminal reports 8 
are provided on each phase of institutional strengthening projects, jointly with the request for 9 
extension.   10 

Fund transfer and disbursement 11 

To address situations where the value of projects submitted exceeded the resources available, the 12 
ExCom approved a framework for releasing funds that it considered to be transparent, objective and 13 
fair at its 16th meeting.  Under the framework, resources are divided into distinct slices for various 14 
categories of projects, including slices for low-volume consuming (LVC) countries and support 15 
projects, and the total approved funding of a project is disbursed to the responsible IA at the time of 16 
approval (UNEP/OzL.Pro/ExCom/16/20). 17 

Previously, the disbursement of funds had been predominantly on a project-by-project basis.  Also, all 18 
commitments entered into in a given year were funded, and a new budget year was started with no or 19 
very limited obligations carried over from previous years.   20 

Under strategic planning, however, the number of individual projects submitted to the ExCom for 21 
funding has been reduced, in light of the shift to sector and multiyear plans.  Moreover, the approval 22 
of sector phase-out strategies introduced the element of forward commitments that cover several 23 
years in the future, with commitments entered into in previous years reducing the availability of 24 
resources in any new budget year.   25 

This has presented some challenges to financial planning and the transfer and disbursement of funds, 26 
because funding in the short term must follow long-term priorities.  As a result, the ExCom has 27 
considered alternative modalities for the disbursement of funds; such as:  28 

• staged disbursements direct to parties against agreed national/sectoral plans with specific funding 29 
milestones;  30 

• a once only disbursement direct to parties against agreed national/sectoral plans; and/or  31 

• segregating funds for specific purposes.    32 

Despite these recent changes, the standard process of transferring funds to the appropriate IA at the 33 
time of approval is still in place.  UNEP, UNDP, and UNIDO continue to disburse funds for their 34 
projects prior to implementation, while the World Bank disburses funds on a reimbursement basis.   35 

Results of the monitoring process 36 

Many of the decisions regarding the monitoring of the implementation of projects and programmes are 37 
made in response to the Secretariat’s consolidated progress reports, presented at the third ExCom 38 
meeting of each year.  For example, based on the consolidated progress report from 31 December 39 
2001, presented at the 37th Meeting of the Executive Committee, the ExCom requested the Treasurer, 40 
IAs, and the Secretariat to provide a full reconciliation of the Accounts of the Fund and the progress 41 
reports to the next meeting.  Also in response to that consolidated progress report, the ExCom 42 
decided to monitor halon banking projects and customs training, and recovery/recycling projects, to 43 
identify projects for which delays were likely to compromise the achievement of country compliance 44 
(Decision 37/9 in: UNEP/OzL.Pro/ExCom/37/71). 45 

Similarly, the Secretariat’s monitoring role also catalyzed important changes following the 46 
presentation of its consolidated progress report in December 2002, at the 40th Meeting of the 47 
Executive Committee.  Based on that report, the ExCom requested IAs to reduce the amount of time 48 
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taken to obtain signatures on agreements and project documents and to require letters from country 1 
governments accepting the projects/agreements in the amount recommended by the Secretariat prior 2 
to obtaining final approval (UNEP/OzL.Pro/ExCom/40/50).   3 

In addition to specific decisions made in response to information gathered by the Secretariat’s 4 
monitoring process, the monitoring process results in the identification of projects with implementation 5 
delays and, ultimately, to decisions to cancel them.  These decisions regarding project cancellation 6 
are critical to improving the project/programme implementation, and are discussed further below. 7 

Implementation delays 8 

As early as October of 1996, the ExCom recognized the need to ensure prompt implementation of 9 
approved projects.   Several causes of delay had been identified in the consolidated progress report, 10 
and a number of steps were taken to address the causes of those delays.  The ExCom encouraged 11 
increased efforts to reduce implementation delay, and requested IAs to highlight the measures they 12 
had adopted in their future progress reports, as well as the progress made towards reducing and/or 13 
eliminating these delays (UNEP/OzL.Pro/ExCom/20/72). 14 

In Decision 22/61, the ExCom defined projects with implementation delays as projects where no 15 
disbursement had occurred 18 months after approval and projects that had not been completed 12 16 
months after the proposed completion date.  The ExCom requested a full explanation of the reasons 17 
for delays to be submitted to the next meeting of the ExCom, which were accordingly identified by the 18 
IAs (see Section 2.1 for a list of reasons cited).  The ExCom urged the Secretariat, in conjunction with 19 
the IAs, to address and resolve these problems over the course of the next several meetings.   20 

From the 23rd meeting forward, the Secretariat has prepared a document on projects with 21 
implementation delays for every ExCom meeting.  In particular, the Secretariat monitors whether any 22 
progress has been made on projects classified with implementation delays, and if no progress has 23 
been made, initiates the cancellation procedures. 24 

Cancellation of projects 25 

In general, projects are cancelled either through mutual agreement between the IA(s) and the 26 
beneficiary enterprise and/or agreement between the IA(s) and the concerned government.  IAs 27 
indicate their proposed cancellations to the Secretariat.  Projects can also be cancelled through 28 
procedures that lead up to automatic cancellation when milestones and deadlines are not met.  Based 29 
on knowledge gained from monitoring project implementation, the Secretariat is often requested to 30 
make recommendations regarding project cancellation or continuation to the ExCom.   31 

At its 25th Meeting, the ExCom requested the Secretariat, in cooperation with the IAs, to develop a 32 
procedure and criteria for cancellation of projects classified as having an implementation delay 33 
(Decision 25/10).  The proposed project cancellation criteria, presented at the 26th Meeting of the 34 
Executive Committee in November 1999 are as follows (Decision 26/2 in: 35 
UNEP/OzL.Pro/ExCom/26/70):  36 

• If no progress is reported after having been classified as a project with an implementation delay 37 
per the last progress report, the ExCom may wish to issue a notice of possible cancellation of the 38 
project to the implementing agency concerned. 39 

• If no progress is reported to two consecutive meetings of the ExCom, cancellation should be 40 
considered. 41 

At its 32nd meeting, the ExCom noted the cancellation report of the Government of Australia and 42 
decided that project cancellation reports should be submitted for all projects that had received 43 
disbursements.  It was also agreed that projects that have experienced some progress should be 44 
recommended for continued monitoring if they are (Decision 32/4 in: UNEP/OzL.Pro/ExCom/32/44): 45 

• institutional strengthening projects that have not moved from one milestone to another, the delay 46 
in which has not been clearly removed, or which have additional implementation delays; and 47 

• projects approved within the last three years that have not moved from one milestone to another, 48 
the delay in which has not been clearly removed, or which have additional implementation delays, 49 



Evaluation of the Financial Mechanism of the Montreal Protocol                 ICF Consulting 

 DRAFT Last saved on: 6/22/2004 8:55 PM  DO NOT QUOTE OR CITE  
89

and which, despite additional actions taken by the agency, government or beneficiary, still 1 
experience implementation delays. 2 

The 35th Meeting of the Executive Committee decided that the Secretariat and IAs should take 3 
necessary actions according to the Secretariat’s assessment of project status, and should report and 4 
notify governments as required.  It was noted that the Secretariat would be conducting a 5 
comprehensive review of the status of projects with implementation delays and the Secretariat was 6 
authorized to modify its classifications of “progress” and “some progress” based on the results of the 7 
assessment (Decision 35/13 in: UNEP/OzL.Pro/ExCom/35/67). 8 

At its 36th meeting, the ExCom decided to remove institutional strengthening, halon banking, customs 9 
training, recovery/recycling, and demonstration projects from the list of projects with implementation 10 
delays, but to continue to monitor them, as appropriate (Decision 36/14 in: 11 
UNEP/OzL.Pro/ExCom/36/36). Then, at its 37th meeting, the ExCom requested the Secretariat to 12 
prepare a working paper on how to address project cancellations a strategic manner, in light of 13 
country compliance rather than on a case-by-case basis.  In addition, the ExCom requested the 14 
Secretariat to provide options on how actual ODS phase-out from cancelled projects could be 15 
recorded, since currently it is not (Decision 37/8 in: UNEP/OzL.Pro/ExCom/37/71). 16 

At the 38th Meeting of the Executive Committee, it was decided that if cancellation of a project would 17 
impact a country’s compliance, then the project should not be automatically cancelled after no 18 
progress was reported to two consecutive ExCom meetings and the set milestone was not met.  19 
Instead, the cancellation of the project should be discussed by the ExCom, Secretariat, and 20 
concerned IA(s) and Article 5 Party (Decision 38/8 in: UNEP/OzL.Pro/ExCom/38/70/Rev.1).   21 

3.2.2 Findings and Evaluation 22 

Based on the discussion of the monitoring process of the Secretariat provided above, this section 23 
presents findings related to the previously identified performance metrics for this TOR.  The section is 24 
organized as follows: 25 

 Findings by Metric discusses specific findings by performance metrics; and 26 

 Evaluation by Performance Metric provides an overall assessment of the ExCom’s 27 
achievement of each metric, complete with scoring. 28 

Findings by metric 29 

Overall, the Secretariat has an effective process for monitoring the implementation of projects.    30 

Standard process of monitoring 31 

The Secretariat has a standard process for monitoring the implementation of projects and 32 
programmes.  Over time, the content of IA reports provided to the Secretariat have been fine-tuned 33 
and standardized by the establishment of guidelines, to provide more targeted information needed by 34 
the ExCom.  Similarly, the standard documents that the Secretariat provides to the ExCom provide 35 
useful and reliable information.  In every instance where discrepancies are discovered between the 36 
information provided by the IA and the information gathered by the Secretariat, steps are taken to 37 
resolve the issue and prevent repeat occurrences.  However, at times IAs have been slow to respond 38 
to the Secretariat’s request for additional information. 39 

Per the request of the ExCom, the Secretariat is continuously gathering information to appropriately 40 
inform and advise policy decisions to improve the efficiency of the project implementation process 41 
(e.g., through the development of criteria and guidelines).  The Secretariat proactively seeks out 42 
information regarding causes for implementation delays, and addresses them in collaboration with the 43 
IAs.  The Secretariat also continuously updates its Inventory of Approved Projects. 44 
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Results of the monitoring process 1 

The Secretariat’s monitoring process has resulted in the establishment of a clear definition of what 2 
constitutes project “implementation delay.”  These projects are very closely tracked by the Secretariat, 3 
and a systematic process is in place to constructively foster progress on such projects.   4 

In cases where a project will clearly not be completed within an appropriate timeframe, specific 5 
guidelines and criteria are in place to determine if the project should be cancelled.  Special 6 
considerations have also been developed for situations in which implementation delays may lead to 7 
project cancellation that could compromise a country’s compliance.  Such projects are not 8 
automatically cancelled, but are closely reviewed by the Secretariat and the ExCom, and special 9 
updates are requested from IAs on their status.   10 

However, results from the analyses of projects with implementation delays are not always directly 11 
applied to preventing future delays by developing concrete suggestions to avoid similar delays in the 12 
future.    13 

Additionally, the Secretariat’s monitoring process has enabled the IAs to report accurately and 14 
regularly on disbursements, and the Secretariat has been very effective in identifying incidences of 15 
fund disbursement and implementation delay.  To this end, the Secretariat has also been very 16 
thorough in its reporting of these delays to the ExCom.   17 

Evaluation by performance metric 18 

Based on the findings presented above, the achievement of each performance metric was evaluated 19 
using identified criteria, and performance was scored based on the system described in the 20 
Introduction chapter of this report.  This performance summary is provided in Exhibit 3-5. 21 

Exhibit 3-5.  Performance Summary 22 

Metric Result Justifications 
Monitoring process of 
Secretariat is standardized 

5 Strengths 
 The Secretariat has an effective, standard monitoring 

process.  
 The Secretariat continuously gathers and updates 

relevant information. 
 The Inventory of Approved Projects has been 

continuously updated to include data for monitoring 
project implementation. 

Weaknesses 
 IAs do not always submit reports on time and/or with 

complete or accurate information; this impedes the 
monitoring ability of the Secretariat. 

Monitoring process of 
Secretariat results in overall 
improvements in 
project/programme 
implementation 

4 Strengths  
 Clear definitions and guidelines for handling project 

implementation delays have been developed as a 
result of the Secretariat’s role. 

 Clear criteria for project cancellation have been 
developed as a result of the Secretariat’s role. 

 Feedback mechanisms are in place to allow the 
Secretariat to identify and address any new issues 
that may emerge. 

 The Secretariat’s reporting requirements for 
disbursements are enabling the IAs to report more 
accurately and regularly on disbursements. 

Weaknesses 
 Results from the analyses of projects with 

implementation delays are not always directly applied 
to preventing future delays by developing concrete 
suggestions to avoid similar delays in the future.    
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3.2.3 Recommendations 1 

This section presents the recommendations and specific actions that the Secretariat may take 2 
relevant to this TOR area, organized by performance metric. 3 

Monitoring process of the Secretariat is standardized 4 

 Continue utilizing the current, standardized, monitoring process. 5 

No recommendation for new action is necessary.  The Secretariat has an effective, standard 6 
monitoring process and is continuously gathering and updating relevant information. 7 

Results of monitoring process  8 

 To reduce and/or avoid implementation delays in future, the Secretariat should prepare a 9 
summary of the “lessons learned” on overcoming barriers to project implementation delay for 10 
the types of delay commonly experienced by IAs. 11 

Based on the past experiences of IAs, the Secretariat should prepare a concise, user-friendly 12 
document summarizing the “lessons learned” on how to minimize or prevent project delays for 13 
dissemination to IAs.  This document could be made accessible via an intranet website, so that IAs 14 
could easily conduct searches and log on at any time.  15 

Exhibit 3-6 presents recommendations to enhance the project monitoring process of the Secretariat 16 
and proposes actions to achieve these recommendations.  17 

Exhibit 3-6.  Summary of Recommendations 18 

General Recommendation Recommended Action 

Monitoring process of Secretariat is standardized 

 Continue utilizing the current, standardized 
monitoring process. 

 No recommendation for new action is necessary. 

Monitoring process of Secretariat results in overall improvements in project/programme implementation 

 Continue efforts to reduce/avoid project 
implementation delays 

 Prepare a summary of “lessons learned” on 
suggested courses of action to minimize or prevent 
common types of project delay.  

 19 

3.3 Term of Reference Area 2c: Financial Information Provided to the Executive 20 
Committee 21 

The term of reference (TOR) area evaluated in this section is: adequacy and comprehensiveness of 22 
the information provided to the Executive Committee on the financial reports submitted for the 23 
ExCom’s consideration.  Accordingly, this section evaluates the format and quality of financial 24 
information prepared by the Secretariat for submittal to the Executive Committee (ExCom).  Exhibit 25 
3-7 presents the relevant documents and decisions referenced in this assessment (that could also be 26 
informative to readers wishing to obtain further background on this TOR area). 27 

Exhibit 3-7.  Relevant Documents and Decisions 28 

 Article IV in: UNEP/OzL.Pro/ExCom/5/4/Rev.2 
 Decision 17/22 in: UNEP/OzL.Pro/ExCom/17/60: Report of the 17th Meeting of the Executive Committee. 
 Decision 18/13 in: UNEP/OzL.Pro/ExCom/18/75: Report of the 18th Meeting of the Executive Committee. 
 Decision 21/3 in: UNEP/OzL.Pro/ExCom/21/36: Report of the 21st Meeting of the Executive Committee. 
 Decision 22/16 in: UNEP/OzL.Pro/ExCom/22/79/Rev.1: Report of the 22nd Meeting of the Executive Committee. 
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 Decision 28/7 in: UNEP/OzL.Pro/ExCom/28/57: Report of the 28th Meeting of the Executive Committee. 
 Decision 30/19 in: UNEP/OzL.Pro/ExCom/30/41: Report of the 30th Meeting of the Executive Committee. 
 Decision 38/66 in: UNEP/OzL.Pro/ExCom/38/70/Rev.1: Report of the 38th Meeting of the Executive Committee. 
 Paragraphs 37-41and Annex III in: UNEP/OzL.Pro/ExCom/12/6: Report of the 12th Meeting of the Executive 

Committee. 
 UNEP/OzL.Pro/ExCom/5/16: Report of the 5th Meeting of the Executive Committee, Annex IV. 
 UNEP/OzL.Pro/ExCom/3/18/Rev.1: Requirements for reporting to the Executive Committee, in Report of the 3rd 

Meeting of the Executive Committee, Annex III.  
 UNEP/OzL.Pro/ExCom/42/3: Status of contributions and disbursements.  
 UNEP/OzL.Pro/ExCom/42/47/Rev.1: New draft agreement between UNEP and the Executive Committee. 

To guide this assessment, the following performance metrics were applied: 1 

• Quantity of information is adequate; 2 

• Relevance and quality of information is appropriate; and 3 

• Timing of receipt of information is appropriate. 4 

The remainder of this chapter is organized as follows: 5 

 Section 3.3.1 presents background information on the policy history of financial reporting to the 6 
ExCom; 7 

 Section 3.3.2 discusses findings and a summary evaluation of the Secretariat and Treasurer’s 8 
performance with respect to each metric; and 9 

 Section 3.3.3 provides recommendations based on the findings for each performance metric. 10 

3.3.1 Policy History 11 

At the 3rd Meeting of the Executive Committee in April 1991, the ExCom determined that the Chief 12 
Officer of the Secretariat of the Interim Multilateral Fund should submit budgetary and financial reports 13 
to the ExCom on a semi-annual basis.  Additionally, the Chief Officer should report, when necessary, 14 
on the following financial items (UNEP/OzL.Pro/3/18/Rev.1, Annex III): 15 

• Revisions of the Secretariat’s budget for the current year; 16 

• Proposals for the Secretariat’s budget for the following year or triennium; 17 

• Reports on contributions, fund disbursements, and investments; 18 

• Reports on bilateral and regional cooperation contributions; 19 

• Three-year plans and budgets for the Fund; and  20 

• Performance reports and assessments of implementing agencies (IAs) and their activities. 21 

Exhibit 3-8 lists the major reports that the Secretariat regularly provides the ExCom to cover these 22 
topic areas, and describes the number of meetings at which such reports have been provided.  23 

Exhibit 3-8.  Reports on Financial Information, Prepared by Secretariat 24 

Document Title Content (with respect to ExCom 
request from 3rd meeting) 

Number of Meetings 
Reports Provided 

 Contributions and Disbursements and 
Status of the Fund 

 Report on contributions, fund 
disbursements, and investments 

40 

 Work Programmes  
 Work Programme Amendments 

 Performance reports and 
assessments of IAs and IA 
activities 

40 

 Requests for Bilateral Contributions (or 
“Bilateral Contributions”) 

 Report on bilateral and regional 
cooperation contributions 

36 
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Document Title Content (with respect to ExCom 
request from 3rd meeting) 

Number of Meetings 
Reports Provided 

 Progress Reports 
 Consolidated Progress Reports 

 Performance reports and 
assessments of IAs and IA 
activities 

26 

 Planning Documents: Consolidated 
Business Plans, Three-Year Rolling 
Business Plans, and Revised Resource 
Allocations for the Multilateral Fund 
(formerly, Three-Year Budget for the 
Fund Operation) 

 The three-year plan and budget 
for the Fund 

21 

 Project Balances (formerly, Completed 
Projects with Balances) 

 Performance reports and 
assessments of IAs and IA 
activities 

13 

 Proposed and Revised Secretariat 
Budgets (Annual and Triennial) 

 Revision of the Secretariat’s 
budget for the current year 

 Proposals for the Secretariat’s 
budget for the following year or 
triennium 

14 

 Reports From the Treasurer on 
Accounts 

 Report on contributions, fund 
disbursements, and investments 

13 

Other financial information that the Secretariat and Treasurer provide to the ExCom, although on a 1 
less-frequent basis, includes: 2 

• Reports on administrative costs of the IAs and the Financial Mechanism (Secretariat); 3 

• Evaluations of IA business plans (Secretariat);  4 

• Overviews of IA business plans (Secretariat); 5 

• Reports on reconciliation of accounts and discrepancies in reported data (Secretariat); 6 

• Reports on contributions in arrears and promissory notes (Treasurer); 7 

• Financial reports of the IAs (Treasurer); and  8 

• Documents on financial planning for the Fund, which often include information on resources 9 
available for new activities (Secretariat).  10 

Other financial reports that have been prepared once by the Secretariat for the ExCom include: 11 

• The impact of the non-committed resources and the Fund of 1993 on the 1994-1996 12 
assessments; 13 

• Shares of the IAs; and 14 

• Information strategy for the Multilateral Fund: work plan with time framework and cost estimates. 15 

The next sections summarize the nine types of major financial reports and reports with financial 16 
components, as listed in Exhibit 3-8, in further detail.   17 

Contributions and disbursements and status of the Fund 18 

Currently, the Treasurer’s report that summarizes the status of Fund income from contribution and 19 
allocations through disbursements generally includes several tables and sub-sections, such as: 20 

• Summary status of contributions and other income, balance available for new allocations; 21 

• Status of the Fund; 22 

• Status of contributions; 23 

• Statements of income and expenditure; and 24 
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• Statements of assets and liabilities.  1 

The following sub-sections summarize the financial content of these tables in further detail.   2 

Summary status of contributions and other income, balance available for new allocations 3 

The data included in the section on “Summary status of contributions and other income, balance 4 
available for new allocations” is reported both by year and triennium (e.g., status each year for 1991-5 
1993, 1994-1996, 2000-2002, 2003, and 2004), as well as accumulated figures for the same time 6 
periods and years.  Exhibit 3-9 shows the items reported for 1991 through the date of the ”Status of 7 
contributions” report.   8 

Exhibit 3-9.  Content of “Summary Status of Contributions and other Income, Balance Available for New 9 
Allocations,” Provided by Treasurer 10 

Figures by year or triennium 
 Pledged contributions 
 Total income 
 Total payments (with delineated values for bilateral assistance and promissory notes) and payments’ 

percentage to pledges 
 Interest earned 
 Miscellaneous income 

 Outstanding pledges 
Accumulated figures for the Fund, by year or triennium 

 Total pledges 
 Total payments and payments’ percentage to pledges 
 Total income 
 Total outstanding contributions 
 Total outstanding contribution as percent to total pledges 
 Outstanding contributions for Countries with Economies in Transition (CEITs) and outstanding percentage to 

pledges 

Status of contributions 11 

At each ExCom meeting the Treasurer provides reports entitled “Status of Contributions” for each 12 
year of Fund operation.  This report delineates the current status of agreed contributions, cash 13 
payments, bilateral assistance payments, promissory note payments, and outstanding contributions—14 
all by country.  15 

Status of the Fund 16 

In addition to the standard financial reports, a table entitled “Status of the Fund” is also provided by 17 
the Treasurer at some ExCom meetings.  This table indicates the status of the Fund as of a specified 18 
date (typically one month prior to the meeting date), and includes the type of information presented in 19 
Exhibit 3-10.     20 

Exhibit 3-10.  Content of “Status of the Fund” Tables Provided by Treasurer 21 

Total income 
 Income (cash payments including note encashments, promissory notes held, bilateral cooperation, interest 

earned, miscellaneous income) 
Total allocations to IAs  

 Allocations and provisions delineated by IA 
 Less adjustments 

Total allocations and provisions 
 Secretariat and ExCom costs  
 Secretariat staff costs  
 Bank charges 
 Monitoring and evaluation activities approved at specific Executive Committee meetings 
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 Treasury fees/information strategy 
 Technical audit activities approved at specific ExCom meetings 
 Bilateral cooperation 
 Provision for fixed-exchange rate mechanism’s fluctuations (losses/(gains) in value) 

Total allocations and provisions 
Balance available for new allocations 

Full reports on “Status of the Fund,” in addition to the content of the table entitled “Status of the Fund” 1 
within the contributions and disbursements report, include information on cash disbursements by IA, 2 
pledged contributions, cash payments, bilateral assistance, promissory notes, total payments, and 3 
outstanding pledges.  Additionally, contribution status by country is provided.  4 

Statements of income and expenditure 5 

At some ExCom meetings, the Treasurer provides reports that describe Fund income and expenditure 6 
for the current year, the previous year, and for 1991 through the current year.  These reports include 7 
the types of information presented in Exhibit 3-11. 8 

Exhibit 3-11.  Content of “Statements of Income and Expenditure” Report, Provided by Treasurer 9 

Total income  
 Agreed contributions 
 Interest income 
 Miscellaneous income 

Total expenditure  
 Managed activities by UNEP, UNDP, UNIDO, and World Bank, each listed separately 
 Bank charges and loss on exchange 
 Excess of income over expenditure 
 Prior period adjustments 
 Net excess of income over expenditure 

Fund balance for the beginning and end of the period reported 

Statements of assets and liabilities 10 

At some ExCom meetings, the Treasurer presents a “Statement of assets and liabilities,” which 11 
provides more detail than typical Fund status reports.  Specifically, it describes the types of pledges 12 
and deposits made to the Fund, as well as the withdrawals from the Fund.  The type of information 13 
provided in these reports is listed in Exhibit 3-12. 14 

Exhibit 3-12.  Content of “Statements of Assets and Liabilities,” Provided by Treasurer 15 

Total assets  
 Cash and term deposits 
 Voluntary pledges receivable 
 Inter-fund balance receivable 
 Other accounts receivable 
 Provision for doubtful debt 
 Other asset – deferred charges 
 Promissory notes 
 Operating funds provided to IAs 

Total liabilities  
 Deferred credits 
 Reserve for obligations 
 Inter-fund balance payable 
 Other accounts payable 
 Advances provided by implementing agencies 

Total reserves and Fund balances  
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 Financial reserves 
Total liabilities, reserves, and Fund balances 

IA Work programmes and consolidated work programmes 1 

In April 1991 at the 3rd Meeting of the Executive Committee, the ExCom determined the contents of 2 
work programmes (Annex III in: UNEP/OzL.Pro/ExCom/3/18/Rev.1).  Work programmes and/or work 3 
programme amendments have been submitted at all ExCom meetings since the 3rd meeting, with the 4 
exception of the 7th meeting.  The Secretariat receives work programmes from IAs, and then 5 
summarizes them to present to the ExCom.  Work programmes include financial data in the form of 6 
specific descriptions of projects and programmes and project/programme category (i.e., project 7 
preparation, non-investment, and institutional strengthening), and funds requested for each project or 8 
programme.  The work programmes provided at ExCom meetings show the Secretariat’s 9 
recommendation for project funding as compared to funding requested.  IA work programmes also 10 
sometimes include detailed IA budgets, such as when UNEP requests additional funds for its 11 
Compliance Assistance Programme (CAP).  Additionally, the Secretariat provides consolidated work 12 
programmes at some ExCom meetings, which report combined IA data such as the total funding 13 
requests of the IAs, and total funding requests of the IAs by sector.     14 

Bilateral contribution reports 15 

In November 1992 at the 5th Meeting of the Executive Committee, the ExCom determined that the 16 
Fund Secretariat should prepare an assessment of all proposals for bilateral and regional cooperation 17 
assistance, compare these proposals with project eligibility criteria, and present the assessment to the 18 
ExCom (Paragraphs 8 and 9 in: UNEP/OzL.Pro/ExCom/5/16/Annex IV).  Reports on bilateral 19 
contributions (also called “Bilateral and regional cooperation,” “Requests for bilateral contributions,” or 20 
“Bilateral cooperation”) describe the value and number of projects proposed for bilateral cooperation, 21 
by bilateral agency, with the value of funding requested by each (including total value requested and 22 
value requested at the given meeting).  The report also lists specific requests of each bilateral agency; 23 
and for the report provided to the ExCom, the Secretariat’s recommendation for the value that should 24 
be funded is also included.  This report allows the ExCom to approve or reject project proposals from 25 
bilateral agencies based on the Secretariat’s recommendations and ExCom meeting discussions.   26 

Progress reports and consolidated progress reports  27 

In March 1994 at the 12th Meeting of the Executive Committee, the ExCom agreed upon a uniform 28 
format for future financial reports (Paragraph 39 and Annex III in: UNEP/OzL.Pro/ExCom/12/6).  Later, 29 
in July 1995 at the 17th Meeting of the Executive Committee, the ExCom requested the Secretariat 30 
and IAs to adopt the uniform format for reporting progress and financial information provided at the 31 
meeting (Decision 17/22 in: UNEP/OzL.Pro/ExCom/17/60).  In May 1997 at the 22nd Meeting of the 32 
Executive Committee, the ExCom requested IAs to submit single annual progress reports according 33 
to the revised schedule for meetings and submittal of work programmes (Decision 22/16 in: 34 
UNEP/OzL.Pro/ExCom/22/79/Rev.1).  Progress reports from bilateral donors must be submitted to the 35 
Secretariat semi-annually (Paragraph 11 in: UNEP/OzL.Pro/ExCom/5/16/Annex IV).   36 

IA progress reports allow the Secretariat and the ExCom to monitor the progress of the Fund and plan 37 
and budget for future projects.  Exhibit 3-13 describes financial components of individual IA progress 38 
reports, and Exhibit 3-14 lists the financial information included in consolidated progress reports 39 
prepared for the ExCom by the Secretariat.  40 

Exhibit 3-13.  Content of IA Progress Reports, Prepared by Secretariat 41 

 Estimated funds disbursed for year of progress report 
 Funds disbursed for year of progress report  
 Percentage of funds disbursed over estimation for progress report year 
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Exhibit 3-14.  Content of Consolidated Progress Reports, Prepared by Secretariat  1 

Approved funding by sector and agency 
 Agency fees  
 Administrative costs 
 Grand total 

Annual summary of projects 
 Approved funding 
 Adjustment* 
 Funds disbursed and percent of funds disbursed 
 Balance 
 Planned commitment (or estimated disbursement) in current year 
 Grand total* 

Comparison of Agencies’ performance* 
 Total funds disbursed versus approved and percent disbursed 
 Balance of Funds 
 Percent of previous year’s balance committed in current year 

Annual summary of bilateral cooperation* 
 Approved funding 
 Adjustment 
 Funds disbursed and percent of funds disbursed 
 Balance 
 Planned commitment in current year  

Summary data by project type 
 Approved funding 
 Adjustment 
 Funds disbursed and percent of funds disbursed 
 Balance  
 Planned Commitments in current year 

Cumulative completed investment projects and non-investment projects  
 Approved funds plus adjustment 
 Percent of funds disbursed 
 Overall cost-effectiveness to the Fund 

Cumulative ongoing investment and non-investment projects 
 Approved funds plus adjustment 
 Percent of funds disbursed 
 Percent of funds expected to be disbursed in current year 

Project implementation by country* 

 Estimated funds disbursed in previous year 
 Actual funds disbursed in previous years 
 Percentage of funds actually disbursed in previous year over estimation 

Project preparation (for completed vs. ongoing preparation)* 
 Approved funds plus adjustment 
 Funds disbursed and percent of funds disbursed 
 Balance  
 Estimated disbursement in current year 

Closed and transferred projects summary* 
 Approved funding 
 Adjustments 
 Approved funding plus adjustment 
 Funds disbursed and percent of funds disbursed 
 Balances 

* Not provided in all reports of this type.  2 
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Planning documents 1 

The main planning documents presented to the ExCom include financial and business plans and 2 
budgets for the following year or for the triennium.  This section describes these reports in further 3 
detail.   4 

Financial planning for the triennium 5 

At the 38th Meeting of the Executive Committee in November 2002, the ExCom adopted a model 6 
three-year phase-out plan and requested multilateral and bilateral IAs to use the plan to prepare 7 
annual and/or multi-year business plans during the 2003-2005 triennium (Decision 38/66 in: 8 
UNEP/OzL.Pro/ExCom/38/70/Rev.1).  The document “Financial planning for the triennium 2003-2005” 9 
was prepared for the ExCom by the Secretariat to provide suggested annual budgets, indicate 10 
available resources, and support the IA business planning process.  Exhibit 3-15 indicates the type of 11 
financial information provided in this document. 12 

Exhibit 3-15.  Contents of “Financial Planning for the Triennium 2003-2005,” Provided by Secretariat 13 

Commitments and resources available for new activities 
 Income  
 Total commitments 
 Prior commitments 

Annual tranches of approved multi-year agreements 
 Total other funding commitments 

Institutional strengthening 
Secretariat/ExCom costs 
UNEP CAP 
Agencies’ core unit costs (now support costs) 

 Programmable resources (income minus prior commitments) 
Approved bilateral cooperation as a percentage of pledged contributions 

 Pledged contributions by year and in total 
 Funds approved for bilateral cooperation by year and in total 
 Percent of fund approved against pledged contributions by year and in total 

Bilateral contributions adjusted for previous commitments 
 Country names 
 20% of uncommitted pledged contribution in 2003 

Business plans  14 

In November 1995 at the 18th Meeting of the Executive Committee, the ExCom adopted a model for 15 
the preparation of business plans (Decision 18/13 in: UNEP/OzL.Pro/ExCom/18/75).  The ExCom 16 
later urged IAs to include ongoing activities in addition to new projects in their business plans and 17 
urged them to comply with the submittal deadline of 8 weeks prior to the ExCom meeting (Decision 18 
23/43 in: UNEP/OzL.Pro/ExCom/23/68).   19 

Individual IA business plans submitted to the ExCom (following review and modification by the 20 
Secretariat) do not provide detailed or extensive financial data.  However, consolidated business 21 
plans of the Fund, three-year rolling business plans, and revised resource allocation documents 22 
submitted to the ExCom by the Secretariat provide a summary of planned funding for all projects in a 23 
given year or triennium.  Prior to the first official consolidated business plan, the Secretariat provided 24 
the ExCom with three-year budgets for Fund operation, which contained similar information to 25 
consolidated business plans but did not designate planned funds by country.  See Exhibit 3-16 for 26 
details of the financial data contained in consolidated business plans. 27 

Exhibit 3-16.  Content of Business Plans, Provided by Secretariat 28 

Individual IA business plans 
 Total funding requests by project type 
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Consolidated business plan of the Fund 
 Percentage allocation share to the IAs 
 Share value 
 Resource requirements for final business plan amounts 
 Investment projects 
 Project preparation 
 Institutional strengthening 
 Other non-investment 
 Sub-total 
 Excess 
 Bilateral cooperation 
 Secretariat/ExCom monitoring and evaluation 
 Total budget 

 Approvals by sector  
 Funds approved to date and funding planned for current year 

Amount  
Percent of total 

 Project preparation costs  
 Total values, by IA, of planned non-investment, institutional strengthening, and investment activities 
 Total quantity of funding for non-investment and investment projects by recipient country 
 Disbursement as a percentage of approvals* 

* Not provided in all reports of this type.  1 

Project balances 2 

At the 28th Meeting of the Executive Committee in July 1999, the ExCom requested IAs to report  3 
whenever they were unable to liquidate their remaining obligations within 12 months following project 4 
completion (Decision 28/7 in: UNEP/OzL.Pro/ExCom/28/57).  The ExCom also provided a suggested 5 
format for this report.  At the 29th Meeting of the Executive Committee, UNDP provided information on 6 
its residual balances, and the remaining IAs submitted data that were reported at the 30th meeting.   7 

Accepting the Sub-Committee on Monitoring, Evaluation, and Finance’s suggestion that IAs refine 8 
reports on un-obligated and un-liquidated obligations reported at the 30th Meeting of the Executive 9 
Committee, the ExCom requested IAs to provide further information for the 31st meeting and indicate 10 
when they would return balances to the Fund (Decision 30/19 in: UNEP/OzL.Pro/ExCom/30/41).  11 
Accordingly, reports on balances have been provided at all subsequent ExCom meetings.  First 12 
entitled “Completed projects with balances” (from the 29th through 37th meetings), these reports have 13 
since been titled “Project balances.”  Exhibit 3-17 presents the type of financial information provided in 14 
these reports.   15 

Exhibit 3-17.  Content of Project Balances Reports  16 

Balances from completed projects through a given year 
Obligations 
Funds to be returned 
Un-obligated balances 
Individual IA data on completed project with balances 
Approved funding 

 Funds already returned to the Fund 
 Funds disbursed 
 Balances for completed projects through a given year 
 Commitments/un-liquidated obligations 
 Funds to be returned to a given ExCom meeting 
 Un-obligated balances 
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Proposed and revised Secretariat budgets 1 

In April 1991 at the 3rd Meeting of the Executive Committee, the ExCom determined that the 2 
Secretariat should submit regular budgets to the ExCom, and that the budget should consist of an 3 
administrative budget and a budget for operational activities (Paragraph 21 in: 4 
UNEP/OzL.Pro/ExCom/3/18/Rev.1).  The budget for the Secretariat (current year and future) is 5 
typically reported at ExCom meetings, either as part of the Treasurer’s report on the Fund budget or 6 
as a separate item.  These budgets delineate expenditures by project personnel, sub-contracts, 7 
meeting participation, equipment, miscellaneous items, and projects (such as travel, communications, 8 
and technical reviews).  Project expenditures are further delineated to describe expenditures for 9 
monitoring and evaluation activities versus technical audits for various sectors.  10 

Reports from the Treasurer on accounts  11 

The original Agreement between UNEP as the Treasurer of the Interim Multilateral Fund and the 12 
ExCom stated that UNEP would submit accounts of the Fund to ExCom for each calendar year.  13 
Sources for these reports should include expenditures by the Secretariat and statements of 14 
expenditure submitted by the IAs (taking into account IA interest) (Article IV in: 15 
UNEP/OzL.Pro/ExCom/5/4/Rev.2).  The new draft Agreement between UNEP and the ExCom stated 16 
the same agreement for reporting of accounts (UNEP/OzL.Pro/ExCom/42/47/Rev.1).  Reports from 17 
the Treasurer on accounts of the Fund are provided annually, typically at the second ExCom meeting 18 
of each year.  If the ExCom requests IAs to resubmit financial information in their progress reports, the 19 
accounts for that year are revised and provided again at the third ExCom meeting of the year.  The 20 
accounts generally provide the information indicated in Exhibit 3-18.   21 

Exhibit 3-18.  Content of Reports on Accounts, Provided by Treasurer  22 

Statement of income and expenditure 
 Total income 
 Pledged contributions 
 Interest 
 Miscellaneous income 

 Total expenditure 
 Staff, consultants, travel, meeting, loss on exchange, etc. 

 Excess of income over expenditure 
Statement of assets and liabilities 

 Total assets 
 Cash at banks 
 Pledged contributions unpaid 
 Accounts receivable  
 Accrued interest 
 Due from UNEP fund 
 Advances to supporting organizations 

 Liabilities 
 Accounts payable 
 Unliquidated obligations 
 Deferred contributions 

 Fund Balance 
 Balances available as at 1 January 
 Adjustment of prior years’ accounts 
 Excess of income over expenditure 
 Balance available as at 31 December 

 Total liabilities and Fund balance 
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In addition to the information indicated in Exhibit 3-18, reports from the Treasurer on Fund accounts 1 
also generally include statements of income and expenditure from the Secretariat and statements of 2 
income and expenditure from IA-managed activities.   3 

3.3.2 Findings and Evaluation 4 

Based on the discussion of the financial reporting to the ExCom provided above, this section presents 5 
findings related to the previously-identified performance metrics for this TOR area.  The section is 6 
organized as follows: 7 

 Findings by Metric discusses specific findings by performance metrics; and 8 

 Evaluation by Performance Metric provides an overall assessment of the Secretariat’s and 9 
Treasurer’s achievement of each metric, complete with scoring. 10 

Findings by metric 11 

The financial reports and reports with financial components that the Secretariat and Treasurer provide 12 
to the ExCom are thorough, consistent, and relevant to the ExCom’s decision-making process.   This 13 
section discusses the adequacy of the quantity, quality, and timing of financial information provided to 14 
the ExCom.   15 

Quantity of information 16 

The ExCom receives an adequate quantity of financial information at each meeting, including 17 
information that allows them to assess: past expenditures and income of the Fund; IAs’ use of fund 18 
disbursements and performance in returning fund balances in a timely manner; proposed activities for 19 
a coming year or triennium and the value of these activities; and other information necessary for all 20 
decision-making.  Although this is a large quantity of information, it is the amount necessary for the 21 
ExCom to thoroughly assess all aspects of the Fund.  Moreover, the information is provided in a 22 
format that is concise, using tables to indicate most numerical information and avoiding lengthy 23 
descriptions.   24 

Relevance and quality of information 25 

The Secretariat and Treasurer have a consistent record of providing useful information that allows the 26 
ExCom to plan for future Fund activities and evaluate the financial management policies of all 27 
organisations involved in the Fund.  28 

However, in terms of the quality or accuracy of the financial data provided, the ExCom may need to 29 
improve the methods used for projecting future budgets.  Methods for planning for future Fund 30 
balances changed in 1997.  In February 1997 at the 21st Meeting of the Executive Committee, the 31 
ExCom determined that financial planning by the Executive Committee should be based on the 32 
amounts that, based on historical precedent, it knew would actually be paid into the Multilateral Fund 33 
(Decision 21/3 in: UNEP/OzL.Pro/ExCom/21/36).  This is a better procedure than the former 34 
assumption that all pledges would be paid in full.  However, given the unpredictability of the FERM 35 
(i.e., exchange rates) and other financial uncertainties this approach may need to be further improved, 36 
although it is not an immediate priority. 37 

Timing of receipt of information 38 

The Terms of Reference of the Secretariat do not specify the timeframe for submittal of documents to 39 
the ExCom prior to Executive Committee meetings.  However, proposed budget estimates are to be 40 
submitted to the Parties (and thus would be available to the ExCom members) at least 60 days prior 41 
to the opening date of the Meeting of the Executive Committee 42 
(UNEP/OzL.Pro/ExCom/3/18/Rev.1/Annex III).  In addition, documents are generally provided from 43 
the Secretariat to the ExCom four weeks in advance of the upcoming meeting.  Other documents are 44 
submitted more than four weeks in advance.  For example, national/sector phase-out plans with draft 45 
agreements and proposed first annual implementation programmes, should be submitted 14 weeks 46 
prior to ExCom meeting (UNEP/OzL.Pro/ExCom/38/57/Rev.1).  This provides ExCom members with 47 
adequate time to review financial information and prepare any questions they may have regarding 48 
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Fund or IA finances.  Occasionally, special reports, such as the report on promissory notes, initially 1 
requested to be provided to the 42nd Meeting of the Executive Committee, are stalled due to the 2 
quantity of information requested, or difficulties obtaining consultants to assist with the reports.   3 

At its 41st meeting, the ExCom decided to examine whether the new ExCom structure (i.e., without 4 
sub-committees) provided sufficient time-saving to allow the number of meetings per year to be 5 
reduced from three to two (Decision 41/92 in: UNEP/OzL.Pro/ExCom/41/87).  To this end, in the event 6 
that the number of meetings is reduced, the Secretariat may need to revise its schedule for financial 7 
report preparation and provision to the ExCom.   8 

Evaluation by performance metric 9 

Based on the findings presented above, the achievement of each performance metric was evaluated 10 
using identified criteria, and performance was scored based on the system described in the 11 
Methodology chapter of this report.  This performance summary is provided in Exhibit 3-19. 12 

Exhibit 3-19.  Performance Summary of Financial Reporting  13 

Metric Result Justification 
Quantity of information is 
appropriate 

5 Strengths  
 The quantity of financial information provided by the 

Secretariat allows for thorough review of all financial 
issues. 

 The information is provided in a concise format. 
Weaknesses 

 None.   
Relevance and quality of 
information is appropriate 

5 Strengths  
 Financial data is thorough and consistent. 
 Additional financial reports are prepared as 

required.  
Weaknesses 

 None. 
Timing of receipt of 
information is appropriate 

5 Strengths 
 Reports are provided in a timely manner.  

Weaknesses 
 None.  

3.3.3 Recommendations 14 

This section presents the recommendations and specific actions that the Secretariat and Treasurer 15 
may take relevant to this TOR area, organized by performance metric. 16 

Quantity of information 17 

 Continue to provide information in a concise manner. 18 

The Secretariat should continue to provide financial data in concise formats that maximize reader 19 
comprehension (e.g., by using tables, brief descriptions).  However, the Secretariat should consider 20 
requesting comments from ExCom members on reports for which members would prefer concise 21 
summaries, with full reports provided only upon request.  Based on this information, the Secretariat 22 
and ExCom should determine financial reports to be provided in full versus reports to be fully provided 23 
only upon request.   24 

Relevance and quality of information 25 

 Develop a primer on the background of the Fund, including information clarifying financial 26 
terms and methods used to prepare financial reports. 27 

 28 
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Please see recommendation regarding development of a primer in Chapter 2, under discussion of 1 
TOR 1a.  2 

Timing of receipt of information 3 

 Determine new schedules for report preparation and dissemination if ExCom meetings are 4 
reduced to two per year.  5 

If ExCom meetings are reduced from three to two per year, the Secretariat will need to develop a 6 
revised schedule for (1) requesting financial data from IAs, (2) preparing reports, and (3) providing 7 
reports to the ExCom.  IAs should be notified in advance that reporting timelines may change, and 8 
that their financial data may be required earlier in order to accommodate the new meeting schedule.  9 

Exhibit 3-20 summarizes the recommendations for financial reporting and proposes actions to 10 
continue the rigour, timeliness, and quality of financial reports provided to the ExCom by the 11 
Secretariat and Treasurer.  12 

Exhibit 3-20.  Summary of Recommendations  13 

General Recommendation Recommended Action 

Quantity of information is appropriate 

 Continue providing concise information.  No recommendation for new action is necessary.  
 

Relevance and quality of information is appropriate 

 Develop a primer on the background of the Fund, 
including information clarifying financial terms and 
methods used to prepare financial reports. 

 

 Please see recommendation regarding 
development of a primer under TOR 1a.  

Timing of receipt of information is appropriate  

 Determine new schedules for report preparation 
and provision if ExCom meetings are reduced to 
two annually.  

 The Secretariat and Treasurer should publicize 
new schedules as soon as they are ready to notify 
IAs of modified reporting deadlines.   

 14 
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4 ACTIVITIES IMPLEMENTED BY MULTILATERAL AND 1 

BILATERAL IMPLEMENTING AGENCIES 2 

Implementing agencies (IAs) are multilateral and bilateral organisations that assist Parties listed under 3 
Article 5 Paragraph 1 of the Montreal Protocol (Article 5 Parties) in project identification, planning, and 4 
supervision.  The multilateral IAs that receive Multilateral Fund (Fund) disbursements are the United 5 
Nations Development Programme (UNDP), United Nations Industrial Development Organisation 6 
(UNIDO), the United Nations Environment Programme (UNEP), and the International Bank for 7 
Reconstruction and Development (World Bank).  Bilateral IAs are non-Article 5 Parties to the Montreal 8 
Protocol (the Protocol) that may contribute up to 20 percent of their pledged Fund payment through 9 
direct monetary or in-kind assistance to Article 5 Parties.   10 

IAs’ function under the Montreal Protocol is to, in the context of country programmes, facilitate compliance with 11 
the Protocol [and] to co-operate with and assist the Parties within their respective areas of expertise (Decision II/8 in: 12 
UNEP/OzL.Pro/2/3).  IAs receive payments from the Fund to fulfil this role.  Based on work programme 13 
and project approvals, the IAs disburse funds to the proper executing agencies and/or other IAs 14 
working in Article 5 Parties to implement and complete projects to phase out ozone-depleting 15 
substances (ODS).   16 

This chapter addresses IA performance under the Fund in the following term of reference areas:  17 

 TOR Area 3a: Review of the adequacy in identifying plans and projects to assist national 18 
compliance with the Montreal Protocol; 19 

 TOR Area 3b: Evaluation of the fund management and disbursement policy of each IA; 20 

 TOR Area 3c: Investment strategy of cash advances; 21 

 TOR Area 3d: Assessment of the use of administrative costs, with special consideration to 22 
smaller versus larger projects; 23 

 TOR Area 3e: Cost effectiveness of each agency, taking separately into account the 24 
investment projects and other activities (institutional support, ODS officer network 25 
management, etc.); 26 

 TOR Area 3f: Assessment of the proportion of approved funds between investment and non-27 
investment projects in the different agencies; 28 

 TOR Area 3g: Adequacy and effectiveness of fund disbursements, and fund disbursement 29 
management, including reporting to the Multilateral Fund Secretariat (the Secretariat); and 30 

 TOR Area 3h: Additional costs for the Fund, if any, of overlapping activities between 31 
agencies.   32 

4.1 Term of Reference Area 3a: Plan and Project Identification 33 

The term of reference (TOR) area evaluated in this section is: review of the adequacy in identifying 34 
plans and projects to assist national compliance with the Montreal Protocol.  Accordingly, this section 35 
evaluates Implementing Agencies’ (IAs’) procedures for identifying potential projects within countries 36 
that are Article 5 Parties, and how these procedures assist countries in reaching compliance.  Exhibit 37 
4-1 presents the relevant documents and decisions referenced in this assessment. 38 
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Exhibit 4-1.  Relevant Documents and Decisions 1 

 Decision 20/9 in: UNEP/OzL.Pro/ExCom/20/72: Report of the 20th Meeting of the Executive Committee. 
 Decision 23/33 in: UNEP/OzL/Pro/ExCom/23/68: Report of the 23rd Meeting of the Executive Committee. 
 UNEP/OzL.Pro/ExCom/3/18/Rev.1: Report of the 18th Meeting of the Executive Committee, Annex III.  
 UNEP/OzL.Pro/ExCom/40/25/Rev.1: Report on the status of Article 5 countries in achieving compliance with the 

initial and intermediate control measures of the Montreal Protocol.  
 UNEP/OzL.Pro/ExCom/29/10:  Status report on ODs phase-out in Article 5 countries: implementation of Decision 

28/25. 
 UNEP/OzL.Pro/ExCom/42/8: Business plan for the years 2004-2006 of UNDP.   
 UNEP/OzL.Pro/ExCom/42/9: Business plan for the years 2004-2006 of UNEP.   
 UNEP/OzL.Pro/ExCom/42/10: Business plan for the years 2004-2006 of UNIDO.   
 UNEP/OzL.Pro/ExCom/42/11: Business plan for the years 2004-2006 of World Bank.   

To guide this assessment, the following performance metrics were applied: 2 

• Appropriate information is available to IAs; 3 

• Standard criteria are used for identifying plans and projects; 4 

• Coordination between IAs and national ozone units (NOUs) is sufficient; and 5 

• IA identification and planning activities are focused on compliance. 6 

The remainder of this chapter is organized as follows: 7 

 Section 4.1.1 presents background information regarding the policy history related to IAs’ 8 
project identification and planning processes, and how these activities are designed to target 9 
compliance; 10 

 Section 4.1.2 discusses findings and a summary evaluation of the IAs’ performance with 11 
respect to each metric; and 12 

 Section 4.1.3 provides recommendations based on the findings for each performance metric. 13 

4.1.1 Policy History 14 

At the 2nd Meeting of the Parties (MOP) in April 1991, the Terms of Reference of the Interim 15 
Multilateral Fund stated that the Executive Committee (ExCom) would request IAs to help Article 5 16 
Parties achieve their phase-out obligations through country programmes, and that they would provide 17 
assistance based on the IAs’ areas of expertise (Terms of Reference of the Interim Multilateral Fund 18 
in: UNEP/OzL.Pro.2/3).   19 

More specifically, at the request of Article 5 Parties, IAs assist in project identification, planning, 20 
preparation, proposal development, and—following approval—project supervision.  In the project 21 
identification and planning processes, IAs assist Article 5 Parties by (1) assisting with development of 22 
their country programmes or, more commonly, country programme updates; and (2) developing 23 
project and/or programme proposals (UNEP/OzL.Pro/ExCom/3/18/Rev.1, Annex III).  24 

By now, country programmes have been submitted by almost every Article 5 Party and, recently, 25 
many countries have submitted country programme updates with additional funding support as a 26 
result of Decision 35/57.  Country programmes include, inter alia (UNEP/OzL.Pro/ExCom/3/18/Rev. 1, 27 
Annex III): 28 

• A description of recent ODS consumption and production, including imports, application, and use 29 
of controlled substances; 30 

• A description of institutions in the country (e.g., industry associations, government agencies, 31 
NGOs, and consumer groups) that govern controlled substances; 32 

• A description of the policy framework under which these institutions operate, including regulations 33 
and incentive systems; 34 
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• A strategy plan for implementing the Protocol, including the roles that the country government and 1 
multilateral and bilateral agencies will play; 2 

• A timetable for each activity planned, and a timetable for review of the action plan; and  3 

• A budget or financing programme for all of the activities described in the country programme.  4 

The most targeted planning component of country programmes is the action plan, which details 5 
investment and technical assistance projects planned, pre-investment studies to be conducted, and 6 
other necessary policy analysis.  IAs assist NOUs in identifying projects to be included in such a plan.  7 
Before submitting projects for approval under this plan, countries select an IA to assist them in 8 
preparation of projects to be submitted, and to collaborate in the development of work programmes 9 
and project proposals (UNEP/OzL.Pro/ExCom/3/18/Rev.1 Annex III).  10 

To demonstrate the assistance they have provided in the project identification and planning stages, 11 
IAs submit business plans and work programmes for ExCom review.  Work programmes must include 12 
(UNEP/OzL.Pro/ExCom/3/18/Rev.1 Annex III): 13 

• Descriptions of the types of activities and projects agreed on by the Article 5 Party and IA;  14 

• Types of activities and projects requiring further development, so that the ExCom can accurately 15 
review and monitor planned activities;  16 

• Methods of coordinating with other IAs;  17 

• Planned timeframes of action;  18 

• Expected outcomes of planned activities and projects; and  19 

• Estimated budgets detailing major categories and fiscal quarters.  20 

At the 23rd Meeting of the Executive Committee in November 1997, the ExCom requested IAs to work 21 
more closely with each other when preparing work programmes, and to avoid duplication of effort 22 
among them as much as possible (Decision 23/33 in: UNEP/OzL/Pro/ExCom/23/68).   23 

The IAs first submitted business plans to the ExCom for review at the 18th Meeting of the Executive 24 
Committee, held in November 1995 (UNEP/OzL.Pro/ExCom/18/13-16).  In October 1996, the ExCom 25 
requested that, when preparing 1997 business plans, IAs consult with Article 5 Parties and focus on 26 
compliance (Decision 20/9 in:UNEP/OzL.Pro/ExCom/20/72).  Each IA business plan includes: 27 

• Planned activities; 28 

• Special initiatives; 29 

• Resource allocation, including the total value of planned projects and the value of projects by 30 
individual investment project, multi-year performance agreement, project preparation, and 31 
institutional strengthening; 32 

• ODS phase-out resulting from planned projects and potential impacts of phase-out by sector; 33 

• Comparison of realized versus planned phase-out; 34 

• Strategic approach to phase-out; 35 

• Performance indicators;  36 

• Administrative and financial matters (if any); and  37 

• Country-by-country reviews of planned activities.   38 

In conducting all project identification and planning activities—including initial project identification, 39 
country programmes, work programme preparation, and business plan preparation—IAs have access 40 
to several documents that provide guidance.  These documents include the Secretariat’s reports on 41 
(1) the status of ODP phase-out in Article 5 countries and (2) the status of Article 5 countries in 42 
achieving compliance with the control measures of the Montreal Protocol.   43 

The document on the status report on ODP phase-out relies on reported sector consumption data 44 
from individual IAs to summarize the following (UNEP/OzL.Pro/ExCom/25/68):  45 
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• Approved ODP phase-out by country; 1 

• Actual ODP phased by country; 2 

• Percentage of approved consumption phased out by country;  3 

• Approved phase-out in the production sector by country; and  4 

• A summary of NOU performance.  5 

The update on the status of compliance in Article 5 countries, also prepared by the Secretariat, 6 
summarizes the compliance status of countries by sector and determines where immediate actions – 7 
versus activities to maintain momentum – should be planned.  The report also specifies the quantity of 8 
ODP phase-out needed, by country, for countries to meet freezes and/or reduction targets.   9 

Based on the results of both status reports, the ExCom requests IAs to work with particular countries 10 
to improve data reporting, support institutional strengthening, and assist with other activities to 11 
determine countries’ compliance status and improve it accordingly.   12 

Other reports prepared by the Secretariat and/or consultants used by IAs include strategy papers and 13 
final evaluation reports for projects in various sectors.  These reports provide specific details on the 14 
successes and challenges of individual project components, which can be used to help IAs locate 15 
optimal enterprises, institutions, and types of technology and processes to maximize project success.   16 

The remainder of this chapter addresses the performance of IAs in identifying projects and using 17 
reports prepared by the Secretariat to appropriately prioritize projects that target compliance.  In 18 
particular, the remaining sections analyse IA collaboration with country governments/NOUs that 19 
request their assistance, and evaluate the extent to which IAs focus on compliance during the project 20 
identification and planning processes.   21 

4.1.2 Findings and Evaluation 22 

This section presents findings related to the performance metrics.  The remainder of this section is 23 
organized as follows: 24 

 Findings by Metric discusses specific findings by performance metric regarding IA project 25 
identification and the associated focus on compliance when identifying projects; and 26 

 Evaluation by Performance Metric provides an overall assessment of the IAs’ achievement of 27 
each metric, complete with scoring. 28 

Findings by metric 29 

Overall, IAs have demonstrated a strong record of success in their assistance with project 30 
identification and planning in Article 5 Parties and have generally focused on compliance, especially 31 
under the compliance period.  This section describes the specific findings, by performance metric, 32 
regarding IA project identification and the associated focus on compliance when identifying projects.  33 

Information available to IAs 34 

Based on the Secretariat’s reports on the status of compliance and ODS phase-out in Article 5 35 
countries, IAs receive sufficient and thorough information regarding which Article 5 Parties require 36 
further assistance in project identification and planning in order to achieve compliance.  Indeed, these 37 
reports provide explicit information on the countries and sectors with the most immediate assistance 38 
needs.  Additionally, strategy and evaluation reports, also prepared by the Secretariat, often provide 39 
suggestions for specific actions for IAs, such as reminders to always involve NOUs in the project 40 
identification process, or checklists of standard types of equipment that must be destroyed under a 41 
given project (UNEP/OzL.Pro/ExCom/30/5).     42 
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Standard criteria for identifying plans and projects 1 

Standard criteria are used by IAs when identifying and developing projects and programmes.  2 
Specifically, IAs ensure that proposed projects or programmes are eligible based on ExCom criteria 3 
and that the Article 5 Party is actually consuming or producing the ODS proposed to be phased out.  4 
In addition, each IA follows its own standard project preparation checklist with consistent 5 
requirements.  Moreover, the project identification process is already standardized in that IAs assist in 6 
the preparation of country programmes, country programme updates, and action plans, and must 7 
prepare work programmes, and business plans—all of which have standard requirements for format 8 
and content.   9 

Coordination with other IAs and NOUs 10 

Multilateral IAs consistently coordinate amongst themselves when identifying and planning projects 11 
and programmes through annual Inter-Agency Coordination Meetings with the Secretariat, where 12 
business plans are discussed in detail.  Currently, however, there is not an extensive sharing/learning 13 
process between IAs.  For example, there currently exists no formal forum to share experiences on 14 
project identification and/or preparation processes.  This type of information is shared at some 15 
regional network meetings, however, which is a positive step.   16 

Coordination between multilateral IAs and NOUs is extensive during the project identification and 17 
planning processes, through frequent meetings and communication.  In particular, IAs discuss project 18 
identification with NOUs, as well as business plans prior to submitting them to the Secretariat.  19 
However, some communication lapses can result if, for example, IAs are unable to contact NOUs 20 
before final submission of business plans.  Such was the case at the 42nd Meeting of the Executive 21 
Committee, when an NOU expressed confusion as to why an IA had requested a specific amount of 22 
funding for a project.  The IA then indicated that it had mistakenly included the project in its business 23 
plan, and that the project should be excluded from the plan; the NOU replied that it did in fact wish for 24 
the IA to assist with the project, but that it had not been informed of the amount of funding that would 25 
be requested.   26 

In addition, bilateral IAs have expressed concern that they are not sufficiently included in the 27 
multilateral IA coordination process prior to the submission of business plans.  Although many 28 
bilateral IAs have historically not shared their business plans with multilateral IAs prior to submitting 29 
them to the Secretariat, today’s coordination shortfalls may be caused by scheduling conflicts 30 
(associated with teleconferences), due in part to time differences.  This lack of coordination negatively 31 
affects multilateral IAs as well, as it is difficult for them to identify projects without knowing what 32 
projects are being planned by bilateral IAs.  For more findings on coordination between multilateral 33 
and bilateral IAs during the business planning process, please see the discussion of TOR 3h in this 34 
chapter. 35 

Compliance focus of IA identification and planning activities  36 

All countries that require additional actions to achieve the 50 percent CFC reduction target in 2005 37 
have either already received assistance from IAs, or were included in their 2003 business plans.  38 
Similarly, 13 of the 15 countries that may require additional phase-out to comply with 50 percent 39 
reduction targets for halons in 2005 have already implemented halon banking activities with the 40 
assistance of IAs or are included in their 2003-2005 business plans.  This demonstrates excellent 41 
planning for compliance on the part of IAs.  Furthermore, some IAs consistently address compliance 42 
issues in their business plans by explicitly stating the efforts made to identify projects for which 43 
assistance is needed to reach compliance.   44 

Some countries that are close to reaching intermediate compliance targets believe that they are not 45 
receiving sufficient support from IAs for identifying and planning projects for final phase-out.  This 46 
concern was raised in March 2003 at the 42nd Meeting of the Executive Committee.  Similar concerns 47 
(regarding inadequate assistance) have been expressed by NOUs in low volume-consuming (LVC) 48 
countries.    49 

Concern has also been articulated regarding the potential for secondary impacts associated with ODS 50 
phase-out activities, which could negatively affect overall compliance.  In particular, some Article 5 51 
Parties are concerned that IAs do not sufficiently consider the impacts of their projects on other 52 
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countries, failing to identify related projects that could reduce any negative impacts.  For example, if a 1 
large production phase-out project is planned in one country without bolstered border controls in 2 
places that have traditionally imported ODS from that country, high prices of substitutes could spur 3 
black market activity, undermining the phase-out efforts of other countries.  Therefore, compliance 4 
could be maximized if a more proactive, holistic approach was used during IA project identification 5 
and planning. 6 

As part of this more holistic approach to compliance, when working with NOUs on institutional 7 
strengthening activities, IAs should ensure that appropriate funding is available for NOU support.  For 8 
example, in cases where it appears that lack of personnel is the major impediment to compliance, IA 9 
and NOU planning should consider hiring a full-time ozone officer.  Additionally, IAs and NOUs should 10 
attempt to increase exposure and traction of the NOU officer, in cases where progress is slow due to 11 
lack of sufficient attention to ozone issues on the part of environment, agricultural, or finance 12 
ministers.  Conversely, in cases where there is not sufficient ODS phase-out activity needed to require 13 
a full-time staff person, fund planning and requests should focus on areas that are more immediately 14 
necessary for compliance.    15 

Evaluation by performance metric 16 

Based on the findings presented above, the achievement of each performance metric was evaluated 17 
and performance was scored based on the system described in the Introduction chapter of this report.  18 
This performance summary is provided in Exhibit 4-2. 19 

Exhibit 4-2.  Performance Summary 20 

Metric Result Justification 
Appropriate information is 
available to IAs 

5 Strengths 
 IAs have sufficient and appropriate information 

available to them to undertake targeted, compliance-
focused project identification and planning. 

 Evaluation and strategy reports provide useful 
information to identify project components. 

Weaknesses 
 Actionable items from evaluation and strategy reports 

are not summarized in one document to facilitate 
comprehension.  

Standard criteria are used 
for identifying plans and 
projects 

5 Strengths 
 IAs use standard lists of criteria for project 

preparation.   
 IA business plans, work programmes, and work 

programme amendments are standard in basic format 
and content. 

Weaknesses 
 None. 

Coordination between IAs 
and NOUs is sufficient 

4 Strengths 
 IAs work closely with other IAs and NOUs when 

identifying and preparing projects. 
Weaknesses 

 IAs do not always share the criteria and/or general 
methods used in project identification. 

 IAs occasionally fail to coordinate with NOUs on 
business plans, causing confusion during ExCom 
approval.   

 Bilateral IAs have not been adequately involved in the 
business planning process. 
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Metric Result Justification 
IA identification and 
planning activities are 
focused on compliance 

4 Strengths 
 Terms of Reference for IAs require focus on 

compliance.   
 IAs indicate special initiatives in business plans to 

target compliance.  
Weaknesses 

 Project identification and planning could be more 
proactive in addressing potential “side effects” of 
phase-out activities. 

4.1.3 Recommendations 1 

This section presents the recommendations and specific actions that IAs, the ExCom, and the 2 
Secretariat may take relevant to this TOR area, organized by performance metric. 3 

Appropriate information available to IAs 4 

 Continue to consult information on successful project components, as provided by the 5 
Secretariat, during project identification.  6 

No recommendation for new action is necessary.  Information is currently shared in regional network 7 
meetings.  8 

Standard criteria for identifying plans and projects 9 

 Continue to use standard criteria when identifying and developing projects and programmes.   10 

No recommendation for new action is necessary.  IAs currently follow standard procedures for project 11 
identification.   12 

Coordination with other IAs and NOUs  13 

 Consider discussing challenges and successes experienced by IAs with regard to project 14 
identification in specific countries or sectors at Inter-Agency Coordination Meetings. 15 

IAs should consider that the IA-Secretariat coordination meetings could provide a forum for increased 16 
communication on the challenges and successes experienced by IAs with regard to project 17 
identification in specific countries or sectors.  This would provide an opportunity for learning and foster 18 
the cross-fertilization of ideas, breaking down competitive barriers between IAs and, ultimately, 19 
improving future project identification and planning. 20 

For more recommendations on coordination with among IAs, please see the discussion of TOR 3h in 21 
this chapter. 22 

Focus on compliance  23 

 Continue to identify projects in countries/sectors at risk of non-compliance. 24 

No recommendation for new action is necessary.  IAs should continue to identify projects in areas of 25 
non-compliance or at risk of non-compliance through consulting the Secretariat’s annual reports on 26 
phase-out and compliance in Article 5 countries.   27 

 Continue to engage NOUs in the project identification process. 28 

No recommendation for new action is necessary.  IAs should continue to engage NOUs in project 29 
identification and to improve coordination with NOUs in this area.  Working with NOUs during project 30 
identification allows IAs to accurately identify the areas most in need of assistance for compliance, 31 
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and can aid identification and involvement of small- and medium-sized enterprises (SMEs) in the 1 
process.  During this process, IAs should work with NOUs to ensure that they are receiving 2 
appropriate levels of support for personnel.   3 

Exhibit 4-3 summarizes the recommendations for IA project identification and proposes actions to 4 
improve identification and increase compliance focus during the project identification process.   5 

Exhibit 4-3.  Summary of Recommendations 6 

General Recommendation Recommended Action 

Appropriate information is available to IAs 

 Continue to consult information on successful 
project components, as provided by the 
Secretariat, during project identification.  

 No recommendation for new action is necessary.   

Standard criteria are used for identifying plans and projects 

 Continue to use standard criteria when identifying 
and developing projects and programmes.   

 No recommendation for new action is necessary. 

Coordination between IAs and NOUs is sufficient 

 Consider discussing challenges and successes 
experienced by IAs with regard to project 
identification in specific countries or sectors at 
Inter-Agency Coordination Meetings. 

 At Inter-Agency Coordination Meetings, IAs should 
coordinate to increase communication on their 
challenges and successes with regard to project 
identification in specific countries/sectors. 

IA identification and planning activities are focused on compliance 

 Continue identifying projects in countries/sectors 
at risk of non-compliance.  

 No recommendation for new action is necessary. 
 

 Continue to engage NOUs in the project 
identification process. 

 No recommendation for new action is necessary. 

 7 

4.2 Term of Reference Area 3b: IA Fund Management and Disbursement Policy 8 

The term of reference (TOR) area evaluated in this section is: evaluation of the fund management and 9 
disbursement policy of each Implementing Agency.  Accordingly, this section evaluates the current 10 
fund management and disbursement policies of UNDP, UNEP, UNIDO, and the World Bank.  Exhibit 11 
4-4 presents the relevant documents and decisions referenced in this assessment. 12 

Exhibit 4-4.  Relevant Documents and Decisions 13 

 Decision 22/61 in: UNEP/OzL.Pro/22/79/Rev.1: Report of the 22nd Meeting of the Executive Committee. 
 Decision 28/7 in: UNEP/OzL.Pro/28/57: Report of the 28th Meeting of the Executive Committee.    
 UNEP/OzL.Pro/ExCom/10/40: Report of the 10th Meeting of the Executive Committee. 
 UNEP/OzL.Pro/ExCom/4/4/Rev.1, 5/Rev.1, and 6/Rev.1 and UNEP/OzL.Pro/ExCom/8/13: Agreements 

between the Implementing Agencies and the Executive Committee.   
 UNEP/OzL.Pro/ExCom/37/70: A Review of the policy and use of administrative fees at World Bank 

under the Multilateral Fund for the Implementation of the Montreal Protocol. 

To guide this assessment, the following performance metrics were applied: 14 

• Policies ensure fiduciary responsibility and timely transfer and disbursement; 15 

• Policies ensure transparency; and 16 

• Reporting/recordkeeping requirements of multilateral implementing agencies (IAs), the 17 
Secretariat, and the Treasurer are adequate. 18 
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The remainder of this chapter is organized as follows: 1 

 Section 4.2.1 presents background information regarding the policy history of fund 2 
management and disbursement policies of IAs; 3 

 Section 4.2.2 discusses findings and summarises the evaluation of multilateral IAs’ 4 
performance with respect to each metric; and 5 

 Section 4.2.3 provides recommendations based on the findings for each performance metric. 6 

4.2.1 Policy History 7 

Effective IA policies on fund management and disbursement are critical to the efficient and timely 8 
implementation of ODS phase-out projects.  Accordingly, IA policies on fund management and 9 
disbursement aim to strike a balance between ensuring proper use of funds within Article 5 Parties 10 
(e.g., identifying ineligible projects or costs for project that are not incremental) and allowing timely 11 
disbursement for projects to be implemented and completed as quickly as possible.   12 

IA fund management and disbursement activities are guided by decisions of the Meetings of the 13 
Parties (MOP), the Executive Committee (ExCom), and the internal policies of each IA.  Basic policies 14 
on the fund management and fund disbursal of IAs have been established in agreements between the 15 
ExCom and IAs.  In December 1990, at the 1st Meeting of the Executive Committee, the ExCom 16 
invited UNDP, UNEP, and the World Bank to work on behalf of the Article 5 Parties, and develop 17 
specific agreements with the ExCom, as well as an inter-agency agreement (Paragraphs 21-22 in: 18 
UNEP/OzL.Pro/ExCom.1/2).  At the 2nd Meeting of the Executive Committee in April 1991, the ExCom 19 
took note of the revised inter-agency tripartite agreement submitted by the IAs, which outlined the 20 
basic roles of the IAs in assisting Article 5 Parties through technical co-operation, information 21 
distribution, and other activities.  The IAs stated that each IA would prepare a planned programme of 22 
activities and a budget, and compare these plans at inter-agency meetings before submittal to the 23 
ExCom.   24 

Three separate agreements between UNDP, UNEP, and the World Bank were formally adopted at the 25 
4th Meeting of the Executive Committee in June 1991.  Then, in October 1992, when UNIDO was 26 
invited to serve as an IA under the Multilateral Fund (the Fund), the ExCom approved an agreement 27 
between UNIDO at the 8th Meeting of the Executive Committee (Paragraph 64 in: 28 
UNEP/OzL.Pro/ExCom/8/29).  All four agreements were adopted in November 1992 by the 4th MOP, 29 
as acceptable for use by the Fund (Decision IV/18 in: UNEP/OzL.Pro/4/15).   30 

The agreements between individual IAs and the ExCom, as well as later ExCom decisions, 31 
established basic fund management and disbursement policies and modalities for IAs.  Exhibit 4-5 32 
presents these fund management and disbursement policies, as related to the performance metrics 33 
considered for this TOR area: 34 

Exhibit 4-5.  Fund Management and Disbursal Policies for Multilateral IAs 35 

Action Policy 
 Establish a fund from 

which to disburse 
payments to executing 
agencies, other IAs, or 
enterprises 

 Each IA established a Trust Fund (a Special Account, in the case of UNIDO, 
and the Ozone Trust Fund [OTF], in the case of the World Bank) to receive and 
administer funds.   

 Administer and 
manage IA Trust 
Funds 

 For UNDP, UNEP, and UNIDO: IA funds are administered by IA regulations, 
rules, and directives.  Project management and expenditures from the funds 
must be governed by the IAs’ normal operating regulations, rules/financial 
rules, and directives for project execution, and—where applicable—the 
regulations, rules, and directives of the executing agency (e.g., NOU or 
enterprise) working with the IA. 

 For the World Bank: the OTF must be administered in accordance with the 
decision by the World Bank to provide for the establishment of the OTF, and 
the arrangements in the Agreement between the ExCom and the World Bank.  
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Action Policy 
 Plan fund 

management and 
disbursal 

 IAs submit annual work programmes and budgets to the ExCom for approval, 
to allow sufficient time for the ExCom to review the documents.   

 Disburse funds   For UNDP, UNEP, and UNIDO: a percentage of all project expenditures from 
the Trust Fund must be charged to the Fund and, following IA regulations, 
rules, and directives, must be used to reimburse executing agencies and/or the 
IA itself for support services for projects provided, the amount of which must be 
determined by approved project documents and the IAs’ work programmes. 

 For the World Bank: the World Bank will be reimbursed annually by the ExCom 
for the funds it has disbursed to executing agencies and/or other organisations 
for the implementation of country programmes and projects.  The 
reimbursement will be provided based on estimated costs at the end of the 
Bank’s financial year, and will be charged against the resources of the OTF. 
When disbursing resources to executing agencies, World Bank rules prohibit 
the transfer of funds to a private entity.  The World Bank transfers funds from 
the OTF to a trust fund that is linked to the specific grant agreement with 
country/executing.  This funding is then transferred into a special account of the 
financial intermediary for the project.  The financial intermediary performs 
specific implementation duties for the project in exchange for a fee. World Bank 
staff provide “oversight, technical backstopping, and guidance” 
(UNEP/OzL.Pro/ExCom/37/70). 

 Manage fund disbursal 
for appropriate uses 

 All funds disbursed from IA Trust Funds must be for activities approved under 
work programmes or project documents, and for costs of support services. 

 Ensure that country 
governments of 
recipient countries are 
aware of and approve 
fund disbursal from the 
IA 

 UNDP is the only IA that must finance activities with Government concurrence.  
Agreements between the ExCom and all other multilateral IAs do not include 
this provision.    

 Transfer equipment 
and supplies 
associated with funds 
disbursed 

 For UNDP, UNEP, and UNIDO: ownership of equipment, supplies, and other 
property financed by the IA Trust Fund for a project or programme must vest in 
the IA throughout the project or programme implementation, and must be 
transferred to the institution or agency involved following the IA’s policies and 
procedures (and recommendations from the Chief Officer of the Secretariat, 
where applicable) following project or activity completion.   

 The World Bank: the agreement between the World Bank and the ExCom does 
not include this provision because under World Bank fund disbursal policies, 
enterprises procure their desired technology, and the World Bank then 
reimburses the enterprises for the technology.   

 Ensure proper 
management of Trust 
Fund 

 UNDP: accounts are subject to internal and external auditing procedures, as 
outlined in UNDP’s financial regulations. 

 UNEP: accounts of UNEP resources that have been transferred from the Fund 
are subject to United Nations internal and external auditing procedures.   

 UNIDO: accounts are subject to the internal and external auditing procedures in 
UNIDO’s financial regulations, rules, and directives. 

 World Bank: financial reports must be externally audited.  
 Inform Article 5 Parties 

of available funds  
 IAs must cooperate with the Secretariat and other IAs to inform Article 5 Parties 

of available funding. 
 Manage funds yet to 

be disbursed 
 Any interest from funds in the Trust Fund earned prior to disbursal must be 

credited to the Trust Fund, OTF, or Special Account, in accordance with IA 
procedures. 

 Ensure timely 
disbursal 

 IAs that have not disbursed project funds within 18 months following the date of 
project approval must provide a full explanation of the reasons for the 
disbursement delay in their progress report to the next ExCom meeting.  The 
reports should include comments from Article 5 Parties and enterprises 
involved in the project (Decision 22/61 in: UNEP/OzL.Pro/ExCom/22/79/Rev.1).  
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Action Policy 
 Maintain adequate 

funds for disbursal 
 For UNDP, UNEP, and UNIDO: if the IA does not receive the contributions 

promised by the ExCom for Fund activities, it will reduce its funding 
commitments as detailed in the work programme or, in the case of UNDP, its 
agreement with the ExCom. 

 For all IAs, if unforeseen increases in IA expenditures or commitments arise, 
the IAs must submit a supplementary estimate of further financing necessary.   

 Assist fund disbursal 
from other sources  

 IAs must work with the Secretariat and other IAs to make relevant contacts and 
coordinate, when requested by a country government, projects funded from 
other sources.  

 Manage unexpended 
funds 

 Any contributions to the IA fund from the Fund that remain after completion of 
the project financed by the IA fund will be returned to the ExCom through the 
Chief Officer of the Secretariat.  However, no contributions will be returned until 
all commitments and liabilities from implementation of the projects have been 
satisfied and the projects are complete.  

 Funds must be returned as soon as possible but no later than 12 months 
following project completion. 

 IAs must report to the ExCom if they are unable to close project accounts or 
liquidate their remaining obligations within 12 months following project 
completion (Decision 28/7 in: UNEP/OzL.Pro/ExCom/28/57). 

 IAs must account for funds returned during each calendar year in their annual 
progress reports and financial reports (Decision 31/2 in: 
UNEP/OzL.Pro/ExCom/31/61).     

 Since 2000, IAs report project balances to the Secretariat 
(UNEP/OzL.Pro/ExCom/30/41).   

 Report fund disbursal 
and Trust Fund 
completion 

 IAs must annually report on income and expenditures for the previous years, 
and on status of activities. 

 IA must provide revised budgets for the current and following year’s budget and 
work programme as necessary.  

 For UNDP and UNIDO: IAs must notify the Chief Officer of the Secretariat 
when all activities for which the Trust Fund has been established are complete. 

 For the World Bank: the Bank must present a final report on operations 
financed under the OTF, once all OTF activities are complete.   

 The format for project completion reports (PCRs) to be submitted by IAs upon 
the completion of each project was determined in November 1997 at the 23rd 
Meeting of the Executive Committee, and was later revised at the 30th Meeting.  
Each PCR must include, as relevant to financial reporting, budget and 
expenditures detailing type of cost, plan/approved cost, expenditure to-date, 
and differences between plan/approved and expenditures (with notes). The 
reports must be submitted within six months following project completion 
(Decision 23/8 in UNEP/OzL.Pro/ExCom/23/68).   

 Monitor fund disbursal  The ExCom must periodically review IA performance related to project 
completion and monitor IA expenditures.  

 IAs must prepare annual progress reports, as requested by the ExCom at its 
22nd meeting in May 1997 (Decision 22/16 in: UNEP/OzL.Pro/ExCom/22/79).   

 IAs must provide financial reports with information on funds disbursed, 
including as much detail as that provided when the ExCom approves projects 
(Paragraph 79 in: UNEP/OzL.Pro/ExCom/10/40).   

Source (unless otherwise specified): Policies, procedures, guidelines, criteria (as at July 2003).   1 

As indicated by Exhibit 4-5, the fund management and disbursal policies of the multilateral IAs are 2 
generally similar.  After a project is approved, the ExCom disburses funds for the project to the IA 3 
account, typically within six to eight weeks following project approval.  Then, IAs follow their own 4 
disbursement policies for transferring funds to executing agencies involved in the project.  The 5 
specific financial rules of IAs referenced in Exhibit 4-5 generally include requirements for certified 6 
supporting vouchers and documents verifying that goods and services under the activity were 7 
received by the involved executing agency, as required by documents that establish obligations under 8 
the project.  In addition, IAs enter into contractual agreements with the agencies involved in projects, 9 
which specify payment modalities for the project.  10 
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A primary difference between disbursal policies among the IAs is the World Bank’s procurement 1 
procedure.  For World Bank projects, enterprises select the alternative technology for procurement, 2 
purchase the equipment, and are then reimbursed by the World Bank.  Conversely, through the 3 
international procurement mechanism of UNDP and UNIDO, known as the United Nations Office for 4 
Project Services (UNOPS), the IAs purchase alternate equipment for the enterprises involved in a 5 
given project.  UNIDO does, however, occasionally allow advance payment to enterprises to be 6 
included in the purchase contract for equipment.   7 

4.2.2 Findings and Evaluation 8 

Based on the discussion of the IA fund disbursement and fund management policies provided in 9 
Section 4.2.1, this section presents findings related to the previously identified performance metrics 10 
for this TOR area.  The section is organized as follows: 11 

 Findings by Metric discusses specific findings by performance metrics; and 12 

 Evaluation by Performance Metric provides an overall assessment of the IAs’ achievement of 13 
each metric, complete with scoring. 14 

Findings by metric 15 

The fund management and disbursal policies of IAs are generally well-developed and sufficient to 16 
ensure timeliness of disbursal, transparency in the accounting process, and thorough reporting to the 17 
Secretariat.  This section descibes IAs’ performance under each metric.    18 

Effectiveness of policies to ensure fiduciary responsibility and timely transfer and disbursement 19 

IA policies that require supporting vouchers and documents to prove acquisition of equipment and/or 20 
other items required for project support have helped ensure that funds are disbursed according to the 21 
original plan approved by the ExCom.  The policies included in agreements between IAs and the 22 
ExCom that specify that IAs may only disburse funds for activities approved in work programmes or 23 
project documents, and for support costs, also help ensure that funds are used responsibly.  The 24 
rigorous reporting procedures required by all IAs similarly ensure the proper use of funds.  25 
Additionally, because IAs are required to provide justification if funds are not disbursed within 18 26 
months following project approval, the disbursal process is kept on a timely track, and IAs are held 27 
accountable if disbursal is unreasonably delayed.   28 

Despite the mechanisms in place to ensure fiduciary responsibility and timely fund disbursement, 29 
NOUs and executing agencies have at times experienced difficulty acquiring funds in a timely manner, 30 
compromising the efficiency of project/programme implementation.  While disbursement delays can 31 
be caused by any number of unique circumstances, a common cause of delay is when bilateral and 32 
multilateral IAs are jointly involved in a project, and the coordinating IA has difficulty acquiring 33 
agreements and signatures from all agencies involved.  Policies within all IA-ExCom Agreements 34 
require that IAs coordinate with other IAs on such projects, but when bureaucratic procedures for 35 
several agencies are combined, disbursement delays can be inevitable.  This can be further 36 
complicated when bilateral agencies from various regions are involved in project support.  37 

In cases where timely fund disbursement is not occurring efficiently, or where the fiduciary 38 
responsibility of IAs is in question, the ExCom takes decisions to address the issue and holds IAs 39 
accountable.  For example, in November 2002 at the 38th Meeting of the Executive Committee, 40 
ExCom urged the IAs to re-assess their completed projects with balances reported in the regular 41 
“project balances” report, and withheld US$1.16 million from the World Bank because it determined 42 
that the World Bank had not provided sufficient justification for failing to return that quantity of support 43 
costs (Decision 38/7 in: UNEP/OzL.Pro/ExCom/38/70/Rev.1).  44 

Effectiveness of policies to ensure transparency 45 

ExCom policies to ensure transparency of IA fund management and disbursal procedures are 46 
thorough.  The reporting requirements, discussed in further detail below, require that all IAs prepare 47 
annual work programmes outlining budgets, as well as annual progress reports outlining activities and 48 
their associated costs.  Additionally, if transparency in the financial accounting of IAs does not appear 49 
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to be adequate, or if additional financial information is needed, all IA-ExCom Agreements allow for 1 
some form of auditing—external or internal auditing of UNDP, UNEP, and UNIDO accounts, and strict 2 
external auditing of World Bank financial reports.   3 

The management of IA funds is sufficiently transparent on all levels, from the planning of fund use, to 4 
the timing of disbursement (e.g., reports for late disbursements) and the reporting of all project 5 
balances.  The reporting of IAs’ project balance returns (or lack of return) to the Fund is particularly 6 
thorough and transparent, as project balance reports have been provided and reviewed at each 7 
ExCom meeting held since 2000.   8 

However, some problems of fiduciary responsibility of fund disbursement have occurred in the past, 9 
primarily as a result of diminished transparency under the “flexibility” clause permitted in performance-10 
based funding agreements.  This clause allows countries to use IA funding for an activity not initially 11 
approved under a national or sector phase-out plan, if unforeseen issues with compliance or phase-12 
out schedules arise (UNEP/OzL.Pro/ExCom/38/70/Rev.1).  Although funding for such unforeseen 13 
activities can only be disbursed with the approval of the leading IA, ExCom approval is not required 14 
and, hence, oversight is limited.  Thus, despite the fact that IAs report on fund disbursement in project 15 
completion reports and progress reports once funds have been disbursed, not all activities are 16 
necessarily described in sufficient detail to ensure that funding is always used appropriately, to cover 17 
only legitimate project costs.  Moreover, once Fund dollars have been spent, the ExCom has no 18 
recourse should it later be determined that they were used inappropriately. 19 

Reporting/recordkeeping requirements of multilateral IAs, the Secretariat, and the Treasurer 20 

Details of the financial reporting requirements of the Treasurer, Secretariat, and IAs are provided in 21 
Exhibit 4-5 above, as well as in the discussion of TOR area 3c, below.  Multilateral IAs are required to 22 
submit work programmes annually, with proposed values for projects and the Secretariat’s suggested 23 
recommended values for approval.  Additionally, annual IA progress reports and financial reports must 24 
include details on funds disbursed, balances, and other financial details of the IA, which the 25 
Secretariat then summarizes and reports to the ExCom.  Policies that require regular and consistent 26 
submissions of IA financial data (e.g., required analyses and data compilation activities performed by 27 
the Treasurer and Secretariat) help ensure that IA disbursement and Fund management activities are 28 
well-monitored by external bodies.   29 

In addition to requiring regular reports, the ExCom requests special financial reports from IAs as 30 
needed.  For example, when the ExCom withheld money from the World Bank at their 38th meeting, 31 
citing lack of justification for the World Bank’s failure to return support costs from completed projects, 32 
ExCom indicated that any further consideration of the matter would require further information from 33 
the World Bank, to be provided to the Secretariat (Decision 38/7 in: 34 
UNEP/OzL.Pro/ExCom/38/70/Rev.1).  From ExCom notes, it appears that the World Bank did not 35 
submit further information regarding this issue.   36 

The ExCom has held IAs accountable for financial issues in other instances.  For example, in April 37 
2003 at the 39th Meeting of the Executive Committee, the ExCom requested the Chair of the 38 
Executive Committee to send letters to UNIDO and UNDP head administrators indicating the Fund’s 39 
“strong concern” with the large amount of non-reimbursed balances from projects completed two 40 
years previously.  The letters requested that the funds be returned immediately to the Fund (Decision 41 
39/15 in: UNEP/OzL.Pro/ExCom/39/43).  Additionally, in July 2003 at the 40th Meeting of the 42 
Executive Committee, the Committee noted with concern the inaccurate reporting of disbursements to 43 
the 38th meeting, and requested that UNDP, UNEP, and the World Bank ensure future accurate 44 
reporting and comply with ExCom reporting decision (Decision 40/18 in: 45 
UNEP/OzL.Pro/ExCom/40/50). 46 

Evaluation by performance metric 47 

Based on the findings presented above, the achievement of each performance metric was evaluated 48 
using identified criteria, and performance was scored based on the system described in the 49 
Introduction chapter of this report.  This performance summary is provided in Exhibit 4-2. 50 
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Exhibit 4-6.  Performance Summary 1 

Metric Result Justification 
Policies ensure fiduciary 
responsibility and timely 
transfer and disbursement 

4 Strengths 
 Detailed policies included in IA-ExCom Agreements 

specifying use of project funds and support costs and 
report reconciliation help ensure fiduciary 
responsibility. 

Weaknesses 
 Under various circumstances, fund disbursement 

delays may occur. 
 Account reconciliation has been problematic at times, 

despite policies in place. 
 ExCom has had to make special requests for return of 

balances and has occasionally noted with concern 
inaccurate reporting of disbursements. 

Policies ensure 
transparency 

5 Strengths 
 IA-ExCom Agreements outline general financial 

management and disbursement policies, and allow for 
auditing procedures, if necessary. 

 The Secretariat’s reporting requirements for delayed 
disbursements are enabling the IAs to report more 
accurately and regularly on disbursements. 

Weaknesses 
 Flexibility clause in performance-based funding 

agreements limits transparency in some cases.   
Reporting/recordkeeping 
requirements of 
multilateral IAs, the 
Secretariat, and the 
Treasurer are adequate 

5 Strengths 
 IAs provide regular reports of key financial data. 

Weaknesses 
 None. 

4.2.3 Recommendations 2 

This section presents the recommendations and specific actions that IAs, the Secretariat, and the 3 
ExCom may take relevant to this TOR area, organized by performance metric. 4 

Effectiveness of policies to ensure fiduciary responsibility and timely transfer 5 
and disbursement 6 

 Continue to disburse funds to executing agencies as quickly as possible.  7 

 8 
No recommendation for new action is necessary.  IAs should continue to disburse funds to country 9 
beneficiaries as quickly as possible.  For projects that involve multiple agencies, particularly bilateral 10 
agencies, IAs should not only hold meetings to coordinate among agencies, but should also continue 11 
to follow up regularly with those agencies to encourage them to sign project agreements in a timely 12 
manner to accelerate fund disbursal and project implementation.  This also applies to projects with 13 
disbursement delays administered by a single IA (e.g., the IA should ensure regular coordination with 14 
the NOU for signing of agreements, discussion of any obstacles to disbursement, and discussion of 15 
any other issues that may arise prior to disbursement).   16 

Effectiveness of policies to ensure transparency 17 

 The Secretariat should continue to thoroughly analyse all IA financial reports and should 18 
continue verifying the accuracy of IAs’ financial data by comparing them to other 19 
sources/records. 20 

The Secretariat should continue to thoroughly review all IA financial data, including progress reports, 21 
budgets, project completion reports, and reports on returned balances, and should continue to 22 
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compare reported data to that maintained by the Secretariat and Treasurer.  If significant 1 
discrepancies are identified, audits should be performed.  Additionally, if the Secretariat discovers 2 
unusual activities funded by the flexibility clause under national and sectoral phase-out plans, the 3 
Secretariat should request reports from the involved IA(s) and executing agencies, including detailed 4 
description and justification for those activities.  5 

Reporting/recordkeeping requirements of multilateral IAs, the Secretariat, and 6 
the Treasurer 7 

 Continue to require additional reports explaining fund disbursement delays and unreturned 8 
balances 9 

No recommendation for new action necessary.  In addition to reports required on Fund disbursal 10 
delays and project balances, the ExCom should continue to request explanations for extraordinary 11 
issues of delayed fund disbursal and return of balances.  In particular, the ExCom should continue to 12 
request IAs to remedy such situations as quickly as possible, and require them to identify and pursue 13 
remedial action.   14 

Exhibit 4-7 summarizes the recommendations and specific actions proposed to ensure continued IA 15 
fiduciary responsibility, thorough financial reporting, and timeliness of fund disbursement from IAs.  16 

Exhibit 4-7.  Summary of Recommendations 17 

General Recommendation Recommended Action 

Policies ensure fiduciary responsibility and timely transfer and disbursement 

 Continue to disburse funds to executing agencies 
as quickly as possible.  

 No recommendation for new action is necessary.  

Policies ensure transparency 

 The Secretariat should continue to thoroughly 
analyse all IA financial reports and should 
continue verifying the accuracy of IAs’ financial 
data by comparing them to other sources/records. 

 The Treasurer and Secretariat should continue 
data reconciliation activities.  

 Audits should be performed if large discrepancies 
in financial data are identified.  

 
 

 No recommendation for new action is necessary.  

Reporting/recordkeeping requirements of multilateral IAs, the Secretariat, and the Treasurer are adequate 

 Continue to report on unusual fund disbursement 
issues and problems with project balance returns.  

 No recommendation for new action is necessary. 

 18 

4.3 Term of Reference Area 3c: Investment Strategy of Cash Advances 19 

The term of reference evaluated in this section is: investment strategy of cash advances.  Accordingly, 20 
this section evaluates the strategy employed by each of the implementing agencies (IAs) to invest 21 
cash advances, taking into account the level of risk, rate of return, timeframe of investment, and 22 
currency employed.  Exhibit 4-8 presents the relevant documents and decisions referenced in this 23 
assessment.  24 

Exhibit 4-8.  Relevant Documents and Decisions 25 

 UNEP/OzL.Pro/ExCom/4/4/Rev.1,5/Rev.1, and 6/Rev.1 and UNEP/OzL.Pro/ExCom/8/13: Agreements 
between the Implementing Agencies and the Executive Committee.   

 UNEP/OzL.Pro/ExCom/41/4: Revised draft agreement on the services of the Treasurer (Clause 1.8). 
 UNEP/OzL.Pro/ExCom/42/48: Rate of return on UNEP’s fund investments follow-up decision 41/3.  
 Decision 17/22 in: UNEP/OzL.Pro/ExCom/17/60: Report of the 17th Meeting of the Executive Committee.
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To guide this assessment, the following performance metrics were applied: 1 

• IA investment strategies for cash advances are responsible and prudent; and 2 

• Earnings on IA investments of cash advances over time have been strong. 3 

The remainder of this chapter is organized as follows: 4 

 Section 4.3.1 presents background information regarding the policy history IA investments of 5 
cash advances; 6 

 Section 4.3.2 discusses findings and a summary evaluation of the Executive Committee’s 7 
performance with respect to each metric; and 8 

 Section 4.3.3 provides recommendations based on the findings for each performance metric. 9 

4.3.1 Policy History 10 

IAs are permitted to invest resources disbursed from the Multilateral Fund (the Fund) following project 11 
approval that are not necessary for disbursement at the time of transfer.  The policy allowing 12 
investment of these “cash advances” is included in the Agreements between IAs and the Executive 13 
Committee (ExCom).  As described within this chapter’s discussion of TOR area 3b, three separate 14 
agreements between UNDP, UNEP, and the World Bank were formally adopted in June 1991 at the 15 
4th Meeting of the Executive Committee.  At its 8th meeting in October 1992, the ExCom approved an 16 
agreement with UNIDO, the fourth IA invited to serve under the Fund (Paragraph 64 in: 17 
UNEP/OzL.Pro/ExCom/8/29).  These four agreements were also adopted in November 1992 by the 18 
4th Meeting of the Parties (MOP) as acceptable for use by the Fund (Decision IV/18 in: 19 
UNEP/OzL.Pro/4/15).   20 

The provisions within the Agreements for investment of cash advances are as follows 21 
(UNEP/OzL.Pro/ExCom/4/4/Rev.1, 5/Rev.1, and 6/Rev.1 and UNEP/OzL.Pro/ExCom/8/13): 22 

• For UNDP and UNEP: any interest income derived from contributions to the Trust Fund shall be credited to the 23 
[Trust] Fund in accordance with [UNDP/UNEP] procedures. 24 

• For UNIDO: any interest income derived from contributions to the Special Account shall be credited to the Special 25 
Account in accordance with the financial regulations, rules, and directives of UNIDO. 26 

• For the World Bank: Funds held in the OTF [Ozone Trust Fund] will be invested pending disbursement in 27 
accordance with the regular practice of the Bank, and the income of investment will be added to the resources of the 28 
OTF.  29 

IAs are required to include information regarding their investment earnings and losses in their annual 30 
financial reports submitted to the Treasurer (Decision 17/22 in: UNEP/OzL.Pro/ExCom/17/60). 31 

The remainder of this section summarizes the investment policies and returns of each of the 32 
multilateral IAs. 33 

Summary of investment policies and returns 34 

UNDP 35 

UNDP, as determined by its Agreement with ExCom, invests Trust Fund resources not required for 36 
immediate disbursal.  UNDP invests in fixed income and US dollars only, investing typically in Time 37 
Deposit, Certificate of Deposit, and bonds/notes issued by Sovereign, Agency, Supranational, and 38 
Financial institutions.  UNDP’s minimum credit rating for any single issuer is A, and average portfolio 39 
rating is AA.  Exhibit 4-9 presents the rate of return earned on UNDP’s investments between 1999 40 
and 2003. 41 

Exhibit 4-9.  UNDP Rate of Return on Investments (1999-2003) 42 

1999 2000 2001 2002 2003 



Evaluation of the Financial Mechanism of the Montreal Protocol                 ICF Consulting 

 DRAFT Last saved on: 6/22/2004 11:11 PM  DO NOT QUOTE OR CITE  
120

5.23% 6.41% 4.73% 2.83% 2.1% 

Source: ICF correspondence with UNDP (June 2004). 1 

UNEP 2 

UNEP invests funds from its Trust Fund that are not required for immediate disbursal.  Because 3 
UNEP invests through the UN Treasury pool, its investment strategies and rates of return are the 4 
same as the Fund’s overall.  Please see Chapter 5, discussion of TOR 4a, for more information. 5 

UNIDO 6 

UNIDO invests advances to its Special Account.  Its choice of investment strategy is based on the 7 
security of funds, locating financial institutions with the highest credit rating possible and ensuring that 8 
payments from the institution are provided in the timely manner.  Additionally, UNIDO considers 9 
liquidity when investing, and determines the optimal return based on credit ratings and liquidity.   10 

UNIDO invests surplus cash in short-term time deposits of one to three months duration, all 11 
denominated in US dollars.  12 

[UNIDO has indicated to ICF that it will provide figures on investment return shortly.  To be completed 13 
when more data are provided.]   14 

World Bank 15 

The World Bank invests uncommitted funds from the OTF.  According to the World Bank, interest 16 
earnings on its investments are typically approximately 10 percent (ICF correspondence with World 17 
Bank, May 2004).  18 

[ICF has requested more detailed information from the World Bank regarding its investments of cash 19 
advances and is awaiting a response.  To be completed when more data are provided.] 20 

4.3.2 Findings and Evaluation 21 

Based on the discussion of the investment strategies used by the Treasurer and IAs, this section 22 
presents findings related to the previously identified performance metrics for this TOR area.  The 23 
section is organized as follows: 24 

 Finding by Metric discusses specific findings by performance metrics; and 25 

 Evaluation by Performance Metric provides an overall assessment of the IAs’ achievement of 26 
each metric, complete with scoring. 27 

Findings by metric 28 

The investment policies of the Fund as a whole, and of IAs individually, are generally sound and have 29 
resulted in strong positive earnings, as also discussed in Chapter 5, Section 5.1.  This section 30 
summarizes the performance of IA fund investments by metric.   31 

Prudence of investment strategies  32 

In determining the prudence of investment strategies for cash advances, this analysis explored the 33 
level of risk, rate of return, timeframe of investment, and currency employed by each IA and the UNEP 34 
Treasurer.   35 

Level of risk 36 

The IAs appear to invest cash advances in plans with strong earning potential but relatively low levels 37 
of risk, as evidenced by the positive rates of return for all IAs that have reported on earnings from 38 
cash advances.  This low risk level appears to prevent losses on investments without compromising 39 
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investment earning potential.  All reported IA cash advance return rates are higher than international 1 
interest rates for all years reported, with the exception of UNDP’s 1999 return rate (EconStats 2004).    2 

Timeframe of investment 3 

IAs prudently invest cash advances by planning for sufficient liquidity—so that funds can quickly be 4 
converted to cash when fund disbursement is necessary—while ensuring that sufficient unused funds 5 
are invested to earn interest while awaiting disbursal.  In UNIDO’s case, its investment in short-term 6 
deposits also help guarantee that funds will be available for disbursement as needed.  These 7 
reasonable timeframes ensure that fund disbursement is timely and thus help avoid project delays 8 
that could result if funds were locked in investments for long periods.   9 

Rate of return 10 

The rates of return for IAs that have reported information on cash advances are generally strong, with 11 
no apparent weaknesses.  The lowest reported rate of return of 2.1% (for UNDP) occurred in 2003 12 
when market fluctuations reduced investment earnings worldwide.  For example, the Dow Jones 13 
Global 1800 index prices at closing (world aggregate) indicate a significant market downturn in 2003 14 
(Dow Jones & Company 2004, see Exhibit 4-10).  For further comparison of rates of return, see 15 
Strength of investment earnings over time.   16 

Exhibit 4-10.  Dow Jones Global 1800 Index, Prices at Closing (US$), World Aggregate Index, 2001-2004 17 

2001 2002 2003 2004 
$217.90 $182.01 $147.13 $188.91 

Source: Dow Jones & Company 2004.  18 

Currency employed 19 

UNIDO, UNEP, and UNDP invest in U.S. dollars consistently to avoid additional risk associated with 20 
currency fluctuation.  Based on the reported returns on IA investments, investment strategies and the 21 
currency employed tend to result in relatively high returns, as evidenced by the World Bank’s 22 
historical average return of approximately 10 percent.  No weaknesses have been identified in this 23 
area.  24 

Strength of investment earnings over time 25 

For the period reported by IAs (1999-2003), investment earnings have been strong over time, as 26 
discussed above under Level of risk and Rate of return.  All earnings have been higher than average 27 
international interest rates for 1999-2003, with the exception of 1999 (UNDP), as indicated by Exhibit 28 
4-11, and no losses have been reported.  No weaknesses have been identified in this area.   29 

Exhibit 4-11.  UNEP and UNDP Historic Rates of Return on Investments, Compared to London Inter-Bank 30 
(LIB) End-of-Year Rates  31 

IA/Index 1999 2000 2001 2002 2003 
LIB  6.50% 6.00% 2.44% 1.45% 1.46% 
UNEP Not reported Not reported 5.6-5.8% 4.4-4.4% 2.7-3.2% 
UNDP 5.23% 6.41% 4.73% 2.83% 2.1% 

Sources: ICF correspondence with UNDP and UNEP (June 2004), EconStats 2004.   32 

Evaluation by performance metric 33 

Based on the findings presented above, the achievement of each performance metric was evaluated 34 
using identified criteria, and performance was scored based on the system described in the 35 
Methodology chapter of this report.  This performance summary is provided in Exhibit 4-12. 36 
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Exhibit 4-12.  Performance Summary 1 

Metric Result Justification 
IA investment strategies 
are responsible and 
prudent  

5 Strengths 
 Individual IAs consider liquidity and risk carefully when 

investing cash advances. 
 IAs typically invest in short-term deposits to allow for fund 

disbursal as needed. 
 IAs invest consistently in US dollars. 

Weaknesses 
 None. 

Earnings on IA 
investments over time 
have been strong 

5 Strengths 
 Returns on investments of cash advances have been strong 

over time, as shown by the World Bank return rate of 10%, 
and as compared to international interest rates. 

Weaknesses 
 None. 

4.3.3 Recommendations 2 

This section presents the recommendations and specific actions that IAs may take relevant to this 3 
TOR area, organized by performance metric. 4 

Prudence of investment strategies  5 

 Maintain current investment strategies.  6 

No recommendation for new action necessary.  IAs should maintain current investment strategies, 7 
keeping a relatively low risk/return ratio, continuing short-term investments with sufficient liquidity to 8 
avoid fund disbursement delays when funds are needed, and investing in U.S. dollars.   9 

Strength of investment earnings over time 10 

 Maintain current investment strategies. 11 

No recommendation for new action necessary.  IAs’ investment strategies have resulted in generally 12 
strong earnings over time and do not require suggestions for modification at this time.  Although return 13 
rates could be potentially stronger for investment strategies with a higher risk/return ratio, higher risk 14 
could also result in lower or negative return rates, especially for short-term investments.  Thus, IAs 15 
should continue to pursue their current investment strategies 16 

Exhibit 4-13 summarizes the recommendations to ensure continued responsible investment by IAs 17 
and proposes actions to improve reporting of investment returns.  18 

Exhibit 4-13.  Summary of Recommendations 19 

General Recommendation Recommended Action 

IA’s Investment Strategies or Cash Advances, Including Risk, Return, Timeframe, and Currency Employed are 
Responsible and Prudent  

 Maintain current investment strategies.  No recommendation for new action is necessary. 

Earnings by Each Multilateral IA Over the Past Several Years Have Been Strong 

 Maintain current investment strategies.  No recommendation for new action is necessary. 
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4.4 Term of Reference Area 3d: Assessment of the Use of Administrative Costs 1 

The term of reference area evaluated in this section is: assessment of the use of administrative costs, 2 
with special consideration to smaller versus larger projects.  Accordingly, this section evaluates the 3 
implementing agencies’ (IAs’) use of their administrative budget, paying careful attention to how the 4 
administrative budget is used for small and large projects, and assessing how budgets can be 5 
optimized.  Exhibit 4-1 presents the relevant documents and decisions referenced in this assessment. 6 

Exhibit 4-14.  Relevant Documents and Decisions 7 

 Decision VIII/4.7 in: UNEP/OzL.Pro.8/12: Report of the 8th Meeting of the Parties of the Montreal Protocol.   
 UNEP/OzL.Pro/ExCom/21/4: Administrative cost of the Implementing Agencies.   
 Decision 21/2 in: UNEP/OzL.Pro/ExCom/21/36: Report of the 21st Meeting of the Executive Committee. 
 UNEP/OzL.Pro/ExCom/25/66: Administrative cost of the Implementing Agencies.   
 Decision 25/54 in: UNEP/OzL.Pro/ExCom/25/68: Report of the 25th Meeting of the Executive Committee. 
 UNEP/OzL.Pro/ExCom/26/67: Administrative cost of the Implementing Agencies.   
 Decision 26/41 in: UNEP/OzL.Pro/ExCom/26/70: Report of the 26th Meeting of the Executive Committee. 
 UNEP/OzL.Pro/ExCom/28/54:  Report on implementation of the new administrative cost regime.   
 UNEP/OzL.Pro/ExCom/34/52: The use of the 13 per cent allowance for support costs (Decision 32/31).  
 Decision 34/65 in: UNEP/OzL.Pro/ExCom/34/58: Report of the 34th Meeting of the Executive Committee. 
 UNEP/OzL.Pro/ExCom/35/64: Issue paper on support cost: follow-up to Decision 34/65.   
 UNEP/OzL.Pro/ExCom/37/70:  A review of the policy and use of administrative fees at the World Bank under the 

Multilateral Fund for the implementation of the Montreal Protocol (Submitted by World Bank).   
 Decision 37/68 in: UNEP/OzL.Pro/ExCom/37/71: Report of the 37th Meeting of the Executive Committee.  
 UNEP/OzL.Pro/ExCom/38/59: Administrative costs and agency shares.   
 Decision 38/68 in: UNEP/OzL.Pro/ExCom/38/70/Rev.1: Report of the 38th Meeting of the Executive Committee. 
 UNEP/OzL.Pro/ExCom/40/45: Report from UNEP on the use of programme support cost (Decision 35/36).   
 UNEP/OzL.Pro/ExCom/41/81: Review of the administrative cost regime and its core unit funding budget  

(Decision 38/68).   
 Decision 41/94 in: UNEP/OzL.Pro/ExCom/41/87: Report of the 41st Meeting of the Executive Committee. 

To guide this assessment, the following performance metrics were applied: 8 

• Categories of administrative budget are clear; 9 

• Proportion of budget in each cost category is appropriate;  10 

• Amount of administrative budget used for small versus large projects is fair and appropriate; and 11 

• Administration of small projects is efficient. 12 

The remainder of this chapter is organized as follows: 13 

 Section 4.1.1 presents background information regarding the policy history of administrative 14 
costs; 15 

 Section 4.4.2 discusses findings and presents a summary evaluation of the IAs’ performance with 16 
respect to each metric; and 17 

 Section 4.1.3 provides recommendations based on the findings for each performance metric. 18 

4.4.1 Policy History 19 

Administrative costs, or programme support costs, are intended to provide IAs with the necessary 20 
funds to perform administrative tasks, such as the management of projects, programmes, finances, 21 
personnel, and other general administrative services associated with implementing projects. 22 
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The original agreements between the IAs and the Executive Committee (ExCom) allowed for charging 1 
the Multilateral Fund (the Fund) with a percentage of approved project budget for the IAs’ support 2 
costs.  UNDP, UNEP, and UNIDO requested and received a flat rate of 13 percent of every project 3 
approved for them for administrative costs.  By contrast, the World Bank requested administrative 4 
costs as a lump sum in its work programmes until the 17th Meeting of the Executive Committee (July 5 
1995).  From that meeting forward, the World Bank requested and received 13 percent for support 6 
costs, like the other IAs.   7 

In an effort to make more funds available for other activities, in 1996, the 8th Meeting of the Parties 8 
(MOP) requested the ExCom to reduce agency support costs from 13 percent to an average of less 9 
than 10 percent over the following three years (UNEP/OzL.Pro.8/12 Decision VIII/4.7).  In response, 10 
at its 21st meeting, the ExCom decided (Decision 21/2 in: UNEP/OzL.Pro/ExCom/21/36): 11 

• to recognize that, while the 13 per cent charge levied over the initial years of the Multilateral Fund could probably be 12 
reduced as a result of economies of scale being achieved, the percentage could be different for large and small 13 
projects, for umbrella projects, and for projects that covered many small-scale enterprises; 14 

• to emphasize that, whether or not a reduced rate was agreed upon, the Committee must in no way discourage 15 
proper supervision, verification and evaluation of ongoing projects, and that agency support costs should not 16 
become a negotiating point on individual projects; 17 

• to agree that an independent consultant should be recruited to work with the Secretariat and Implementing Agencies 18 
to identify options and approaches for reducing the overall level of administrative costs, focusing on revising the 19 
current uniform, fee-based system; and 20 

• to approve the terms of reference for the consultancy as contained in Annex V.3 to the present report. 21 

The consultant’s report on administrative costs, submitted to the ExCom in 1998, introduced several 22 
new concepts that resulted in the alteration of the support cost regime.  First, a graduated scale of 23 
rates was introduced based on the project dollar value.  Second, the report defined administrative 24 
costs and corresponding eligible items for compensation to allow for comparison and analysis across 25 
IAs.  Finally, the paper concluded that administrative costs of the IAs averaged 11 percent in 1997 26 
and that in future years, it was not unreasonable to target 10 percent (UNEP/OzL.Pro/ExCom/26/67). 27 

At its 25th meeting (July 1998), the ExCom requested that the IAs consider the suggestions made by 28 
the consultant when preparing their 1999 business plans (Decision 25/54 in: 29 
UNEP/OzL.Pro/ExCom/25/68).  At its 26th meeting, the ExCom decide to apply the following 30 
graduated system of support costs to all IAs (Decision 26/41in: UNEP/OzL.Pro/ExCom/26/70): 31 

• For projects up to US$500,000: 13 percent; 32 

• For projects over US$500,000 and below US$5,000,000: 13 percent on the first US$500,000, and 33 
11 percent on the balance; and 34 

• For projects over US$5,000,000: support costs decided on a case-by-case basis. 35 

The ExCom also agreed that the agency fee for projects submitted under the small and medium-sized 36 
enterprises (SME) window should be 13 percent, although IAs implementing projects under this 37 
window were requested to report to the ExCom on the actual costs incurred for implementing such 38 
projects.  In addition, the ExCom requested the Secretariat and IAs to develop standardized cost 39 
items for future reporting on support costs.  The ExCom planned to review this decision at its second 40 
meeting in 1999, and to report to the 11th MOP later that year, in accordance with Decision VIII/4 of 41 
the MOP (Decision 26/41in: UNEP/OzL.Pro/ExCom/26/70).  As a result of the graduated scale 42 
system, actual administrative costs decreased from an average of 12.4 percent in 1998 to 10.8 43 
percent in 2001, and to 9.9 percent in 2002 (UNEP/OzL.Pro/ExCom/41/81).   44 

At its 34th meeting (July 2001), the ExCom requested that the Secretariat, in consultation with the 45 
UNEP Treasurer and the UNEP Division of Technology, Industry, and Economics (UNEP/DTIE), 46 
prepare an issue paper examining the possibility of (Decision 34/65 in: UNEP/OzL.Pro/ExCom/34/58): 47 

• adjusting the distribution of support costs between the substantive departments and the administrative departments 48 
within the Implementing Agencies; 49 
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• increasing the support costs paid to Implementing Agencies for administering smaller projects, without increasing 1 
the overall proportion of resources for such costs; an d 2 

• ensuring that any adjustment of support costs would be fully in line with the financial rules and regulations of the 3 
United Nations system. 4 

The Secretariat submitted an issue paper on support cost at the 35th Meeting of the Executive 5 
Committee, including a review by each IA on their cost distribution as determined by the consultant.  6 
The Secretariat proposed the following support cost categorization (UNEP/OzL.Pro/ExCom/35/64): 7 

• Costs incurred by substantive departments: Direct cost of the Montreal Protocol coordinating unit including salaries 8 
and associated benefits of staff, project-related travel, rental of office, equipment, office supplies and 9 
telecommunications, contractual services; reimbursement to country and field office; direct cost of the executing 10 
agencies like domestic implementing agencies and financial intermediaries; and 11 

• Costs incurred by administrative departments: Reimbursement of central services including human resources, 12 
accounting, management information systems, procurement and legal services, and general office and 13 
administration.  14 

Exhibit 4-15 presents the distribution of administrative costs reported by each IA in 2001.  15 

Exhibit 4-15.  Distribution of Administrative Costs by IA, 2001 (%) 16 

IA Substantive Departments Administrative Departments 
UNDP 92% 8% 
UNEP 60.5% 39.5% 
UNIDO 76% 24% 
World Bank 95% 5% 

Source: UNEP/OzL.Pro/ExCom/35/64. 17 

Also in the issue paper, the IAs expressed concerns about the level of support costs for small 18 
projects, noting that administrative costs constitute a higher proportion of total project costs.  The 19 
ExCom took note of the issue paper at its 35th meeting. 20 

At its 37th meeting, the ExCom requested the Secretariat, in collaboration with bilateral and 21 
multilateral IAs, to assess the feasibility of replacing or changing the current system of project support 22 
costs by providing the IA with administrative budgets together with a reduced rate of support costs for 23 
individual activities (with the understanding that total administration costs would not increase relative 24 
to existing levels) (Decision 37/68 in: UNEP/OzL.Pro/ExCom/37/71). 25 

In November 2003, the ExCom established a new administrative cost regime with a core unit funding 26 
budget for the 2003-2005 triennium.  This regime included US$1.5 million, subject to annual review, 27 
for a core unit funding budget per year per agency for the World Bank, UNDP, and UNIDO.  In 28 
addition, an agency fee was applied as follows (Decision 38/68 in: 29 
UNEP/OzL.Pro/ExCom/38/70/Rev.1): 30 

• 7.5 percent for projects with a project cost at or above US$250,000, as well as institutional 31 
strengthening projects and project preparation; and 32 

• 9 percent for projects with a project cost below US$250,000, including country programme 33 
preparation.  34 

According to the document UNEP/OzL.Pro/Com/26/81, the administrative regime that had been 35 
approved at the 26th Meeting of the Executive Committee continued to be applied to UNEP and 36 
bilateral IAs.   37 

Decision 38/68 was reviewed at the 41st Meeting of the Executive Committee, where it was noted that 38 
the new 2003 administrative cost regime would likely result in total agency fees roughly equal to those 39 
for 2002, which was below 10 percent.  The ExCom also approved US$1.5 million in core unit funding 40 
for 2004 for UNDP, UNIDO, and the World Bank.  Also at its 41st meeting, the ExCom requested the 41 
Secretariat, in consultation with the bilateral agencies, to examine the applicability of the current 42 
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administrative cost regime (established by Decision 38/68) to bilateral agencies (Decision 41/94 in: 1 
UNEP/OzL.Pro/ExCom/41/87).  2 

The Secretariat’s report on the applicability of the current administrative cost regime to the bilateral 3 
IAs noted that, as bilateral IAs undertake more multi-year agreements, the continued application of 4 
the administrative cost regime approved at the 26th Meeting of the Executive Committee could result 5 
in substantially higher administrative budgets for the bilateral IAs than if the regime established by 6 
Decision 38/68 was applied.  However, at the time of the writing of document 7 
UNEP/OzL.Pro/ExCom/42/50, five of the six bilateral IAs that provided input agreed that Decision 8 
26/41 should continue to be applied (UNEP/OzL.Pro/ExCom/42/50).  In response to the Secretariat’s 9 
report, the ExCom decided to defer consideration of the bilateral IAs’ support cost regime until its 43rd 10 
meeting (Decision 42/45 in: UNEP/OzL.Pro/ExCom/42/54).   11 

4.4.2 Findings and Evaluation 12 

This section presents findings related to the performance metrics.  The remainder of this section is 13 
organized as follows: 14 

 Findings by Metric discusses specific findings by performance metrics; and 15 

 Evaluation by Performance Metric provides an overall assessment of the IAs’ achievement of 16 
each metric, complete with scoring. 17 

Findings by metric 18 

Clarity of administrative budget categories 19 

A 1994 study on administrative costs, presented at the 14th Meeting of the Executive Committee, 20 
found that IAs had different policies regarding what costs could be charged to administrative versus 21 
project budgets, and that they were in fact spending more than the allotted 13 percent of project costs 22 
on administrative activities—with additional funds coming from special allocations, project funds, 23 
and/or general funds (UNEP/OzL.Pro/ExCom/14/12).  Recognizing that the definition of what 24 
constituted an administrative cost was imprecise, the ExCom requested another consultant to identify 25 
reimbursable administrative cost categories that could be applied to all IAs.   26 

Exhibit 4-16 presents the list of activities for which IAs would be expected to use the administrative 27 
support costs, as identified in the consultant’s report submitted to the ExCom in 1998 28 
(UNEP/OzL.Pro/ExCom/26/67).  The report also outlined activities that would be considered project 29 
costs. 30 

Exhibit 4-16.  Administrative Activities Identified by Consultant’s Report, 1998 31 

Project identification, formulation and approval: 

 distributing information about the Multilateral Fund's programme to the agency's field offices 
network; 

 collecting, reviewing and pre-qualifying project applications; 
 dealing with governments and establishing legal agreements; 
 preparing project proposals; obtaining project preparation budgets for larger projects; 
 fielding consultants to project sites; and 
 submitting and following-up project proposals submitted to the ExCom for approval. 
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Project implementation and monitoring: 

 co-ordinating each agency's efforts with the Secretariat;  
 preparing implementation agreements and terms of reference for subcontractors; 
 mobilising implementation teams (executing agencies and consultants) for approved projects using 

appropriate bidding and evaluation mechanisms; 
 processing contractual and accounting documents associated with approved projects;  
 monitoring the progress of a project from an administrative point of view; and  
 reporting on results of projects and the program (preparing progress and project completion 

reports). 

Other activities 

 preparing annual business plans based on communications with national governments about sector 
needs and priorities; 

 preparing progress reports; 
 participating in project formulation activities with country offices; 
 following up on implementation status, including country visits if there is evidence of undue delays 

or difficulties; 
 providing input to the Multilateral Fund Secretariat with policy papers and issues; and 
 participating in meetings sponsored by the ExCom and the Secretariat. 

Direct costs of the co-ordinating unit 

 salaries and the associated benefits of permanent and contractual (consultants) staff 
 travel related to Multilateral Fund activities, and to administrative monitoring of projects 
 office accommodation cost including a fair allocation of operating costs, based on the proportion of 

useable space 
 equipment, office supplies, telecommunications and general expenses based on specific 

expenditures 
 contractual services related to activities of the co-ordinating unit 

Allocation from central support services 

 human resources, based on the proportionate number of staff 
 accounting, based on the volume of transactions generated 
 management information systems, based on the proportionate number of workstations and the 

actual systems used by the co-ordinating unit 
 procurement and legal, based on the volume of transactions generated 
 general office and administrative services, based on the proportionate number of staff 

Allocation of country or field office costs 

Direct costs of the implementing arms (e.g., executing agencies, national governments, financial 
intermediaries or other consultants) 

Source: UNEP/OzL.Pro/ExCom/26/67. 1 

At its 26th meeting, the ExCom requested that the Secretariat and the IAs agree on standardized cost 2 
categories for future reporting on administrative costs.  In response, at the 28th Meeting of the 3 
Executive Committee, the Secretariat and the IAs agreed to use the categories included in the 4 
consultant’s report on administrative costs (UNEP/OzL.Pro/ExCom/28/54), shown in Exhibit 4-17. 5 

Exhibit 4-17.  Administrative Budget Categories in Multilateral IAs, 1999- Present 6 

Core Components 

 Core unit personnel and contractual staff 
 Travel 
 Space (rent and common costs) 
 Equipment supplies and other costs (computers, supplies, etc.) 
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 Contractual services (firms) 
 Reimbursement of central services for core unit staff 

Other Components 

 Reimbursement of country offices and national execution, including overhead 
 Executing agency support cost (internal), including overhead 
 Financial intermediaries, including overhead 
 Supervisory costs incurred by MPU 

Source: UNEP/OzL.Pro/ExCom/41/81. 1 

Since the establishment of specified administrative cost items at the 28th Meeting of the Executive 2 
Committee in 1999, the administrative budget categories have been sufficiently clear. 3 

Proportion of budget in each cost category 4 

Because a different administrative cost regime is applied to UNEP than to the other three multilateral 5 
IAs, this section first discusses the proportion of UNEP’s budget in each cost category, and then 6 
addresses the breakout of the administrative costs of UNDP, UNIDO, and the World Bank.  In 7 
addition, Exhibit 4-18 below presents total size of IA administrative costs over the time period 1997 to 8 
2002. 9 

Exhibit 4-18.  Actual Administrative Support Costs (million US$)  10 

 1997 1998 1999 2000 2001 2002 
UNDP 4.22 4.77 3.78 4.87 4.87 3.67
UNEP R R R R R 0.86
UNIDO 5.32 5.48 5.49 4.75 5.33 5.21
World Bank 5.91 6.31 5.84 7.15 6.01 6.82

R: Requested 11 
Source: UNEP/OzL.Pro/ExCom/41/81. 12 

The remainder of this section explores the administrative budgets of each IA by cost category, 13 
followed by some general comparisons between the IAs. 14 

UNEP 15 

In addition to 13 percent programme support costs from UNEP activities, UNEP receives a budget for 16 
its Compliance Assistance Programme (CAP).  However, the CAP budget was approved to cover all 17 
implementation costs, but not the costs of administering UNEP’s OzonAction Programme, and thus 18 
UNEP has used the income earned from its project administrative fees to provide for the costs of 19 
administration of the OzonAction Programme and projects. 20 

Exhibit 4-19 presents the breakout of UNEP’s administrative costs to implement the OzonAction 21 
Programme in 2002.  As shown, 28.9 percent of the budget is directed to UNEP DTIE in Paris, 33.9 22 
percent is spent on UNEP’s Regional Offices, and the remaining 37.3 percent is spent on central 23 
administrative services provided by UNON.  UNEP reported that its actual administrative costs in 24 
2002 were almost 24 percent greater than its earned administrative income—US$856,000 compared 25 
to US$692,783 (UNEP/OzL.Pro/ExCom/41/22).  The distribution of UNEP’s administrative costs for 26 
administering their projects is not available at this time. 27 

Exhibit 4-19.  UNEP: Administrative Costs Specific to the OzonAction Programme, 2002 28 

[See attached] 29 

Source: UNEP/OzL.Pro/ExCom/41/22. 30 
 31 
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UNDP 1 

Using the cost items listed in Exhibit 4-17 above, Exhibit 4-20 presents the proportion of UNDP’s 2 
administrative budget in each cost category for the period 1997 to 2002 and projected for 2004 3 
(UNEP/OzL.Pro/ExCom/41/81).  UNDP’s absolute administrative budget is also provided for 4 
reference. 5 

Exhibit 4-20.  UNDP: Proportion of Administrative Budget in Each Cost Category, 1997-2004 6 

[See attached] 7 

 8 

In addition, Exhibit 4-20 shows that the percent of UNDP’s administrative budget spent on core unit 9 
personnel has increased slightly from 15 to 23 percent from 1997 to 2002.  However, this increase is 10 
partly because UNDP has cut their administrative budget, from US$4.9 million in 2001 to US$3.7 11 
million in 2002.  This compares with the previous low of US$3.8 million in 1999.   12 

UNDP’s spending on executing agency support costs has declined slightly over the period, especially 13 
from 2001 to 2002, although some of this spending was incorporated into a budget for financial 14 
intermediaries, which UNDP only began to include after 1999.  Spending on core costs has ranged 15 
from US$1.1 million to US$1.6 million, equivalent to 25 to 38 percent of total administrative costs, 16 
respectively.  From 2000 through 2002, spending on core costs was narrower, from US$1.5 million to 17 
US$1.6 million.  UNDP also had spent between about five and seven percent of its budget on 18 
supervisory costs incurred by its Montreal Protocol Unit (MPU), but reduced this spending to three 19 
percent in 2002 and plans to reduce it further to 1.5 percent in 2004. 20 

UNDP’s proportion of administrative budget spent on core components is expected to increase from 21 
41.3 percent in 2002 to 44.8 percent in 2004, due in large part to the increase in salaries for core unit 22 
personnel (of about 3.5 percent).  However, UNDP expects to decrease the percent of its budget 23 
directed towards MPU supervisory costs from 3 percent in 2002 to 1.5 percent in 2004.  In absolute 24 
terms, UNDP's administrative budget for 2004 is US$3.35 million, which is an 8.7 percent decline vs. 25 
that for 2002.   26 

UNIDO 27 

Using the cost items listed in Exhibit 4-17 above, Exhibit 4-21 presents the proportion of UNIDO’s 28 
administrative budget in each cost category for the period 1997 to 2002 and projected for 2004 29 
(UNEP/OzL.Pro/ExCom/41/81).  UNIDO’s absolute administrative budget is also provided for 30 
reference. 31 

Exhibit 4-21.  UNIDO: Proportion of Administrative Budget in Each Cost Category, 1997-2004 32 

[See attached] 33 

 34 

As shown in Exhibit 4-21, the percent of UNIDO’s administrative budget spent on executing agency 35 
support costs has declined slightly from 1997 to 2002, but spending on reimbursement of country 36 
offices and national execution has increased proportionally.  Overall, these two expense categories 37 
have represented from 70 to 77 percent of UNIDO's budget every year since 1997.  The absolute size 38 
of UNIDO's budget has held within a tight range of US$5.3 to US$5.5 million per year, except for 39 
US$4.8 million in 2000 and US$5.2 million in 2002, which represented a 2.3 percent decline since 40 
2001. 41 

The percent of administrative budget spent in other cost categories has remained fairly constant over 42 
time.  Spending on core costs has ranged from US$1.3 million to US$1.5 million, equivalent to 23 to 43 
30 percent of total costs.  From 2000 through 2002, spending on core costs was more narrow yet, at 44 
from US$1.45 million to US$1.5 million.  No supervisory costs are incurred by the MPU. 45 

UNIDO’s administrative budget is expected to have roughly the same proportions by cost category in 46 
2004 as it did in 2002.  However, in absolute terms, UNIDO's administrative budget for 2004 is 47 
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US$6.8 million, which is a 30.1 percent increase from its budget in 2002.  All budget elements show 1 
increases, although UNIDO anticipates the largest percentage increases for core unit staff (28 2 
percent) compared to only 1 percent for the World Bank and UNDP; UNIDO also anticipates the 3 
largest percentage increase for executing agency support (37 percent compared to a reduction of 16 4 
percent in related expenses by UNDP).  As noted earlier, from 2000 through 2002, UNIDO's core 5 
costs were US$1.45 million to US$1.50 million, while core costs are budgeted at US$1.91 million for 6 
2004.  UNIDO has indicated that it will absorb any overrun (UNEP/OzL.Pro/ExCom/41/81).   7 

World Bank 8 

Using the cost items listed in Exhibit 4-17 above, Exhibit 4-22 presents the proportion of the World 9 
Bank’s administrative budget in each cost category for the period 1997 to 2002 and projected for 10 
2004.  (UNEP/OzL.Pro/ExCom/41/81).  The World Bank’s absolute administrative budget is also 11 
provided for reference. 12 

Exhibit 4-22.  World Bank: Proportion of Administrative Budget in Each Cost Category, 1997-2004 13 

[See attached] 14 

Exhibit 4-22 shows that approximately 70 percent of the World Bank’s administrative budget is spent 15 
on reimbursement of country offices/national execution and financial intermediaries.  As indicated in 16 
Exhibit 4-18, the absolute size of World Bank's budget has shown some variation, from as low as 17 
US$5.8 million in 1999 to as high as US$7.2 million in 2000.  Much of the change reflects the cost of 18 
financial intermediaries, which has fluctuated from US$1.5 million in 1999 to US$2.3 million in 2000.  19 

Spending on core costs has remained fairly constant over time, ranging from US$1.2 million to 20 
US$1.60 million over the years, equivalent to 20 to 26 percent of total costs.  From 2000 through 21 
2002, spending on core costs was narrower, from US$1.5 million to US$1.6 million.  No costs are 22 
incurred in the categories “supervisory costs incurred by the MPU” and “executing agency support 23 
costs.” 24 

The World Bank’s administrative budget is expected to have roughly the same proportions by cost 25 
category in 2004 as it did in 2002.  However, the World Bank anticipates increasing the percentage of 26 
its administrative budget spent on core components by approximately one percent, due to slight 27 
increases in core staff salaries and travel budgets.  In absolute terms, the World Bank's administrative 28 
budget for 2004 is US$6.6 million, which is a 3.8 percent reduction with respect to its 2002 budget.  29 

Comparison among IAs 30 

The following overall observations can be made from an evaluation of the IA’s administrative costs; 31 
each is explored in more detail below: 32 

• The majority of UNDP and UNIDO’s administrative costs are spent on executing agency support 33 
costs, while approximately 70 percent of the World Bank’s administrative budget is spent on 34 
reimbursement of country offices/national execution, and financial intermediaries.  These 35 
differences primarily reflect the different implementation modalities of the IAs; the World Bank 36 
uses a national execution approach (relying on national governments or enterprises for project 37 
implementation), while UNDP and UNIDO primarily use an internal executing approach (relying 38 
on themselves for project implementation); 39 

• Approximately 20 to 30 percent of the IAs’ administrative budget is spent on core components, 40 
with UNDP spending slightly more; and 41 

• Between roughly two and four percent of the IAs’ administrative budgets are spent on travel, with 42 
UNIDO spending a slightly smaller proportion of its budget in this cost category. 43 

The largest share of the administrative budgets of UNDP, UNIDO, and the World Bank is spent on 44 
administrative tasks associated with implementation, rather than central services, equipment supplies, 45 
or other core components, indicating that the IAs largely use their support costs effectively. 46 
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Amount of administrative budget used for small versus large projects 1 

In 1998, at its 26th meeting, the ExCom recognized that large projects generally had lower 2 
administrative costs as a result of economies of scale, and that all projects in low-volume consuming 3 
(LVC) countries, particularly small projects, required a higher percentage of administrative costs.  In 4 
addition, the ExCom noted that certain types of projects, such as non-investment activities, also 5 
required higher administrative costs (UNEP/OzL.Pro/ExCom/26/70).  IAs have similarly indicated that 6 
small projects are more management-intensive because the same reporting requirements exist for 7 
both small and large projects.  Supporting this contention, the consultant’s report prepared in 1998 8 
also pointed out the difference in administrative costs for small versus large projects 9 
(UNEP/OzL.Pro/ExCom/26/67).   10 

To a certain extent, these discrepancies have been addressed by the current administrative cost 11 
regime, which provides graduated agency fees depending on the size and, to a limited extent, type of 12 
project.  This system is intended to provide proportionally greater support costs for smaller projects in 13 
order to increase the incentive for IAs to develop and implement such projects 14 
(UNEP/OzL.Pro/ExCom/35/64).   15 

However, despite administrative cost regimes that provide varying rates depending on project size, 16 
small projects have at times been under-compensated with respect to support costs, as UNEP 17 
indicated in a paper in 2001 (UNEP/OzL.Pro/ExCom/34/52 and Add.1).   18 

Furthermore, in 2001, the Secretariat prepared a paper that highlighted the difficulty of defining a 19 
“small” project, noting that the budget of a project is only one way to define a small project, and that 20 
different types of projects with the same budget may require different levels of administrative effort.  21 
For example, a project preparation may require minimal administrative activity if a project template 22 
has already been developed and there is a ready team of experts.  By contrast, a training project may 23 
require finding a consultant, procuring the training equipment, translating the training manual into the 24 
local language, and many other administrative components.  In this case, even if both projects have 25 
the same budget, the administrative demands of the latter type of project are likely to be more 26 
significant (UNEP/OzL.Pro/ExCom/35/64).   27 

The issue of administrative fees for small projects was initially raised by UNEP because, as it reported 28 
in 2001, over 50 percent of its projects were funded at less than US$50,000—many of which were 29 
significantly less than this amount (UNEP/OzL.Pro/ExCom/35/64).  This problem has since been 30 
addressed by UNEP’s receipt of a separate administrative budget for its Compliance Assistance 31 
Programme (CAP).   32 

Currently, the impact of tight project administrative budgets for small projects is greatest for UNDP, 33 
which implements a large number of small projects in LVC countries. 34 

Administration of small projects  35 

As stated previously, the same reporting is required of IAs for small and large projects, thus creating a 36 
larger relative administrative burden for smaller projects.  However, because the Fund is in its 37 
compliance period, it is generally believed that the same reporting requirements should exist for small 38 
and large projects since every approved project is theoretically essential for compliance, whether it be 39 
the compliance of an LVC country or a non-LVC country.  That said, however, additional opportunities 40 
for streamlining IAs’ reporting processes, and hence reducing the administrative cost burden may 41 
exist.   42 

Evaluation by performance metric 43 

Based on the findings presented above, the achievement of each performance metric was evaluated 44 
using identified criteria, and performance was scored based on the system described in the 45 
Introduction chapter of this report.  This performance summary is provided in Exhibit 4-2. 46 
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Exhibit 4-23.  Performance Summary 1 

Metric Result Justification 
Categories of administrative 
budget are clear 

5 Strengths 
 Administrative cost items are clear. 

Weaknesses 
 None. 

Proportion of budget in each 
cost category is appropriate 
 

4 Strengths 
 Core costs for UNDP, UNIDO, and World 

Bank were at appropriate consistent levels.  
 UNEP costs were apportioned appropriately 

  Weaknesses 
 UNIDO core costs are expected to exceed 

approved amounts in 2004. 
Amount of administrative 
budget used for small versus 
large projects are fair and 
appropriate 

5 Strengths 
 Current administrative cost regime is flexible 

and provides different agency fee rates for 
different sizes and types of projects. 

Weaknesses 
 None. 

Administration of small 
projects is efficient 

5 Strengths 
 ExCom and IAs are experienced in the review 

and development of projects and use systems 
to ensure efficiency. 

Weaknesses 
 None. 

4.4.3 Recommendations 2 

This section presents the recommendations and specific actions that the IAs, Treasurer, and ExCom 3 
may take relevant to this TOR area, organized by performance metric. 4 

Clarity of administrative budget categories 5 

 No recommendation for new action is necessary.  6 

No recommendation for new action is necessary.   Administrative budget categories are clear. 7 

Proportion of budget in each cost category 8 

 Continue to maximize proportion of budget spent on implementation and minimize proportion of 9 
budget spent on core components. 10 

At the next annual budget session and at the next three-year budget session, the ExCom and the 11 
Treasurer should jointly remind the IAs of the general objective to maximize the share of budget spent 12 
on implementation and to minimize the share of budget spent on core components. 13 

 Determine the reason for UNIDO’s increase in core unit costs 14 

UNIDO should explain why they are anticipating exceeding the US$1.5 million target for their core 15 
budget for 2004 and if they have a special source of funding to accommodate the expense.   16 

Amount of administrative budget used for small versus large projects 17 

 Continue to administer small and large projects as efficiently as possible.   18 

No recommendation for new action is necessary.  Amount of administrative budgets were evaluated 19 
for small versus large projects.  20 
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Efficient administration of small projects 1 

 Consider conducting a study regarding the efficiency of IA administration of smaller projects. 2 

While the IAs are aware that they must be efficient in their administration of smaller projects, it is 3 
recommended that the ExCom undertake a modest study regarding the subject.  The consultant or in-4 
house persons preparing the study should: 5 

 Identify the types of projects and the general range of subject matters that small projects 6 
cover for each IA;  7 

 Compile a “Best Practices” manual identifying measures for efficient administration of projects 8 
with templates for project execution, identifying experienced teams, and other such useful 9 
information to help streamline project development and execution. 10 

 Research how other organizations deal with small projects efficiently (literature search and 11 
anecdotal interviews of a few selected organizations);  12 

Exhibit 4-24 summarizes the recommendations and proposes actions to improve the use of 13 
administrative costs by the IAs.   14 

Exhibit 4-24.  Summary of Recommendations 15 

General Recommendation Recommended Action 

Clarity of administrative budget categories 

 No recommendation for new action is necessary.  No recommendation for new action is necessary. 

Proportion of budget in each cost category 

 Continue to maximize proportion of budget spent 
on implementation and minimize proportion of 
budget spent on core components. 

 At the next annual budget session and at the next 
three-year budget session, the ExCom and the 
Treasurer should jointly remind IAs of the general 
objective to maximize the share of budget spent on 
implementation and to minimize the share  of 
budget spent on core components. 

 Determine the reason for UNIDO’s increase in 
core unit costs. 

 UNIDO should explain anticipated overrun of core 
budget target for 2004 and have UNIDO provide 
funding options for any overruns. 

Amount of administrative budget used for small versus large projects 

 Continue to administer small and large projects as 
efficiently as possible. 

 No recommendation for new action is necessary.   

Efficient administration of small projects 
 Consider conducting a study regarding the 

efficiency of IA administration of smaller projects. 
 

 The ExCom should consider undertaking a modest 
study regarding efficiency methods to administer 
small projects.   

4.5 Term of Reference Area 3e: Cost-Effectiveness of Each Agency 16 

The term of reference evaluated in this section is: cost-effectiveness of each agency, taking 17 
separately into account the investment projects and other activities (institutional support, ODS officer 18 
network management, etc.).  Accordingly, this section assesses the cost-effectiveness of UNDP, 19 
UNIDO, the World Bank, and UNEP, as well as select bilateral agencies, including Germany, Japan, 20 
and France.  Exhibit 4-1 presents the relevant documents and decisions referenced in this 21 
assessment. 22 

Exhibit 4-25.  Relevant Documents and Decisions 23 

 UNEP/OzL.Pro/ExCom/22/6: Evaluation of 1996 business plans of the Implementing Agencies.   



Evaluation of the Financial Mechanism of the Montreal Protocol                 ICF Consulting 

 DRAFT Last saved on: 6/22/2004 11:11 PM  DO NOT QUOTE OR CITE  
134

 UNEP/OzL.Pro/ExCom/25/8: Evaluation of 1997 business plans.   
 UNEP/OzL.Pro/ExCom/28/12: Evaluation of 1998 business plans.   
 UNEP/OzL.Pro/ExCom/31/14: Evaluation of the implementation of the 1999 business plans.   
 UNEP/OzL.Pro/ExCom/34/15: Evaluation of the implementation of the 2000 business plans.   
 UNEP/OzL.Pro/ExCom/37/17: Evaluation of the implementation of the 2001 business plans.  
 UNEP/OzL.Pro/ExCom/40/20: Evaluation of the 2002 business plans.   
 Decision 35/57 in: UNEP/OzL.Pro/ExCom/35/67: Report of the 35th Meeting of the Executive Committee. 
 Decision 36/7 in:  UNEP/OzL.Pro/ExCom/36/36: Report of the 36th Meeting of the Executive Committee. 
 UNEP/OzL.Pro/ExCom/41/85: Consideration of the rate of US $12.10 per ODP kilogramme used in allocating 

phase-out to non-investment projects (Decision 36/7). 
 Decision 41/98 in: UNEP/OzL.Pro/ExCom/41/87: Report of the 41st Meeting of the Executive Committee. 

To guide this assessment, the following performance metrics were applied: 1 

• Quantitative analysis of approved cost-effectiveness (US$/ODP kg) of investment activities of 2 
each multilateral and bilateral implementing agency (IA); and 3 

• Analysis of cost-effectiveness of non-investment activities. 4 

The remainder of this chapter is organized as follows: 5 

 Section 4.5.1 presents background information regarding the policy history of cost-6 
effectiveness and the IAs;  7 

 Section 4.5.2 discusses findings by performance metric; and 8 

 Section 4.5.3 provides recommendations based on the findings. 9 

4.5.1 Policy History 10 

Cost-effectiveness is calculated by dividing the cost of a project (excluding agency fees) by the 11 
amount of ODS to be phased out by the project (in ODP kilogrammes (kg)), and is typically only 12 
calculated for investment projects, as non-investment projects are expected to indirectly phase out 13 
ODS in unquantifiable amounts.  The Executive Committee (ExCom) considers cost-effectiveness 14 
when reviewing and approving activities and has set cost-effectiveness thresholds for certain sectors 15 
and sub-sectors.  For more information regarding cost-effectiveness by sector and, in particular, the 16 
thresholds set for sectors and sub-sectors, please see Section 2.4, discussion of TOR area 1d. 17 

To reflect the importance of cost-effectiveness when approving and implementing projects, “cost-18 
effectiveness” was approved as a performance indicator at the 22nd Meeting of the Executive 19 
Committee.  To this end, multilateral IAs have historically set targets for the average cost-20 
effectiveness of approved projects in their business plans at the beginning and end of each year, and 21 
their achievement of those targets was evaluated by the Secretariat following project completion.1   22 

In the evaluation of the 1996 business plans of the IAs, the Secretariat noted that approved projects 23 
were, on average, US$4.00 per kg more costly than the overall cost-effectiveness target expected for 24 
that year because the more cost-effective projects in the halon and production sectors were not 25 
approved (UNEP/OzL.Pro/ExCom/22/6).  Exhibit 4-26 presents average cost-effectiveness of the IAs’ 26 
investment projects approved in 1996. 27 

                                                     

1 As of the 41st Meeting of the Executive Committee in 2003, “cost-effectiveness of approved projects” 
is no longer a performance indicator (although the Secretariat continues to monitor cost-effectiveness 
in progress reports) and indicators are no longer set in business plans.  Please see Section 2.7, 
discussion of TOR Area 1g for more information. 
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Exhibit 4-26.  Average Cost-Effectiveness of Approved Projects, 1996 1 

Implementing Agency Cost-Effectiveness (US$/kg ODP) 
UNDP $6.93 
UNIDO $6.16 
World Bank $8.25 

Source: UNEP/OzL.Pro/ExCom/22/6. 2 

Exhibit 4-27 through Exhibit 4-29 present targeted cost-effectiveness of approved projects (shown in 3 
gray) compared to actual cost-effectiveness of completed projects (shown in black) for UNDP, 4 
UNIDO, and the World Bank, respectively.  Data on targeted cost-effectiveness are based on the 5 
annual evaluation of the IAs’ business plans for years 1997 through 2002, while data on actual cost-6 
effectiveness are based on calculations by the Secretariat. 7 

Exhibit 4-27.  UNDP: Targeted Versus Actual Cost-Effectiveness, 1997-2002 8 

[See attached] 9 

Sources: UNEP/OzL.Pro/ExCom/25/8, UNEP/OzL.Pro/ExCom/28/12, UNEP/OzL.Pro/ExCom/31/14, 10 
UNEP/OzL.Pro/ExCom/34/15, UNEP/OzL.Pro/ExCom/37/17, UNEP/OzL.Pro/ExCom/40/20. 11 
 12 

As shown, UNDP has achieved its cost-effectiveness targets in three out of six years, and did not 13 
achieve its targets in the past two years. 14 

Exhibit 4-28.  UNIDO: Targeted Versus Actual Cost-Effectiveness, 1997-2002 15 

[See attached] 16 

Sources: UNEP/OzL.Pro/ExCom/25/8, UNEP/OzL.Pro/ExCom/28/12, UNEP/OzL.Pro/ExCom/31/14, 17 
UNEP/OzL.Pro/ExCom/34/15, UNEP/OzL.Pro/ExCom/37/17, UNEP/OzL.Pro/ExCom/40/20. 18 
 19 

As presented in Exhibit 4-28, in 2000 and 2001, UNIDO set two separate targets for cost-20 
effectiveness: one excluding methyl bromide (shown in solid colours), and the other including methyl 21 
bromide (shown hatched).  Correspondingly, actual cost-effectiveness was also reported in these two 22 
formats.  UNIDO has achieved its cost-effectiveness targets in three out of the six years, including the 23 
past two years. 24 

Exhibit 4-29.  World Bank: Targeted Versus Actual Cost-Effectiveness, 1997-2002 25 

[See attached] 26 

Sources: UNEP/OzL.Pro/ExCom/25/8, UNEP/OzL.Pro/ExCom/28/12, UNEP/OzL.Pro/ExCom/31/14, 27 
UNEP/OzL.Pro/ExCom/34/15, UNEP/OzL.Pro/ExCom/37/17, UNEP/OzL.Pro/ExCom/40/20. 28 
 29 

As shown above, the World Bank has achieved its cost-effectiveness targets in three out of the past 30 
six years.   31 

4.5.2 Findings  32 

Based on the discussion of the cost-effectiveness of IA investment projects, this section presents 33 
findings related to the previously identified performance metrics for this TOR area.  The section is 34 
organized as follows: 35 
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 Quantitative analysis of cost-effectiveness (US$/ODP kg) of investment activities of each 1 
multilateral and bilateral IA provides a quantitative analysis of the approved cost-effectiveness 2 
of each IA for each sector and region.  Analysis of cost-effectiveness of non-investment 3 
activities discusses the relative cost-effectiveness of non-investment activities. 4 

Quantitative analysis of cost-effectiveness (US$/ODP kg) of investment 5 
activities of each multilateral and bilateral IA 6 

This section presents quantitative analyses of approved cost-effectiveness of investment projects and 7 
programmes for each IA.  All calculations in this section were performed using the Multilateral Fund 8 
Inventory, updated in December 2003.   9 

The remainder of this section presents a quantitative analysis comparing each IA’s approved cost-10 
effectiveness versus cost-effectiveness upon completion assessed by sector (e.g., aerosol, foam, 11 
halon, refrigeration, and solvent sectors), by region (Africa, Asia and the Pacific, Europe, and Latin 12 
America and the Caribbean), and by low volume-consuming (LVC) versus non-LVC countries.  13 

Exhibit 4-30 through Exhibit 4-34 present approved cost-effectiveness and cost-effectiveness upon 14 
completion of each IA in each sector, region, and consumption classification (non-LVC versus LVC) 15 
averaged from 1995 to 2003.  The black portions of the columns represent cost-effectiveness at 16 
approval, while the grey portions represent final cost-effectiveness.  Thus, for example, if the lower 17 
part of a column is black with a grey top, then on average, projects were less cost-effective at 18 
completion than at approval, the difference equal to the size of the grey section.  Conversely, if the 19 
lower part of a column is grey with a black top, then projects were on average more cost-effective at 20 
completion than at approval, the difference equal to the size of the black section.  If a column is 21 
completely black, then the represented projects have not been completed, and therefore, no final 22 
cost-effectiveness has been identified.  Finally, the “X” on each column represents the number of 23 
individual projects included in the average.  24 

Aerosol sector 25 

The following observations can be made regarding Exhibit 4-30: 26 

• Average completed cost-effectiveness for non-LVCs generally has been below the threshold of 27 
US$4.40/ODP kg for all IAs in all regions.   28 

• As expected, on average, projects in LVCs are less cost-effective (approved and completed) than 29 
in non-LVCs.   30 

• Some IAs have maintained an average completed cost-effectiveness level for LVCs that is near or 31 
below the threshold, most notably UNIDO in Africa.  By contrast, UNDP has an average approved 32 
cost-effectiveness level of US$14.93/ODP kg for LVCs in Africa, but it must be noted that this 33 
value represents the cost-effectiveness of only a single project.   34 

• In Asia and the Pacific, UNDP, UNIDO, and the World Bank are comparably cost-effective and 35 
have implemented projects such that on average, they have been more cost-effective upon 36 
completion than when approved. 37 

Exhibit 4-30.  Aerosol Sector: Average Cost-Effectiveness of the IAs, 1995-2003 38 

[See attached] 39 

 40 

Foam sector 41 

The following observations can be made regarding Exhibit 4-31: 42 

• Average completed cost-effectiveness for non-LVCs generally has been below the general foam 43 
threshold of US$9.53/ODP kg for all IAs in all regions. 44 
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• Some IAs have maintained an average completed cost-effectiveness level for LVCs that is near or 1 
below the threshold for LVCs, notably France and UNIDO in Africa, UNDP in Asia, UNIDO in 2 
Europe, and the World Bank in Latin America.  By contrast, Belgium has an approved cost-3 
effectiveness level of US$21.70/ODP kg for LVCs in Latin America, although this average is only 4 
for a single project.   5 

• In Asia, Europe, and Latin America, the World Bank has been more cost-effective, on average, at 6 
completion than at approval for non-LVCs.   7 

• On average, UNDP has been more cost-effective at completion than at approval for LVCs in Latin 8 
America and for non-LVCs in Europe, but less cost-effective for LVCs in Africa.   9 

• On average, UNIDO has been less cost-effective at completion than at approval for non-LVCs in 10 
Latin America, Asia, and Africa.  By comparison, UNIDO has been more cost-effective on average 11 
for non-LVCs and LVCs in Europe. 12 

Exhibit 4-31.  Foam Sector: Average Cost-Effectiveness of the IAs, 1995-2003 13 

[See attached] 14 

 15 

Halon sector 16 

The following observations can be made regarding Exhibit 4-32: 17 

• Only the World Bank and UNDP have implemented halon investment projects, and only in Asia 18 
and the Pacific and Europe. 19 

• For non-LVCs in Asia, both the World Bank and UNDP have implemented halon projects more 20 
cost-effectively, on average, than the approved cost-effectiveness level, and completed cost-21 
effectiveness is below the threshold of US$1.48/ODP kg. 22 

• Halon projects implemented by UNDP in LVCs in Latin America have been much less cost-23 
effective, on average, than non-LVC projects in Asia, and have been slightly less cost-effective 24 
than the approved level.  25 

Exhibit 4-32.  Halon Sector: Average Cost-Effectiveness of the IAs, 1995-2003 26 

[See attached] 27 

 28 

Refrigeration sector 29 

The following observations can be made regarding Exhibit 4-32: 30 

• The average completed cost-effectiveness of the majority of refrigeration projects implemented in 31 
all regions in non-LVCs was below or within the cost-effectiveness threshold range of commercial 32 
and domestic refrigeration projects (i.e., US$15.21 and US$13.76/ODP kg, respectively). 33 

• On average, UNDP refrigeration projects for non-LVCs in Africa, Asia, and Latin America were 34 
below the thresholds, although they were slightly less cost-effective upon completion in Asia and 35 
Latin America.   36 

• In Africa and Europe, the average cost-effectiveness of UNIDO’s refrigeration projects for both 37 
non-LVCs and LVCs were below the thresholds, although slightly less cost-effective upon 38 
completion in Africa.  In Asia, although UNIDO’s average approved cost-effectiveness for non-39 
LVCs was below the threshold, final cost-effectiveness was above.  Similarly, in Latin America, 40 
UNIDO’s average final cost-effectiveness for LVCs was greater than the approved level, although 41 
completed cost-effectiveness for non-LVCs was below the threshold. 42 

• In Africa and Asia, the World Bank’s average completed cost-effectiveness of projects for non-43 
LVCs are only slightly above the threshold, and slightly greater than approved cost-effectiveness. 44 
In Asia, average completed cost-effectiveness appears to be significantly greater than approved 45 
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cost-effectiveness, although this is due to several outliers, one of which gives the World Bank a 1 
completed cost-effectiveness of over US$3,000/ODP kg (a 1995 project in China). 2 

• Some bilateral IAs show completed and/or approved average cost-effectiveness significantly 3 
above the thresholds, most notably France in Africa and Asia, and the UK in Latin America.   4 

Exhibit 4-33.  Refrigeration Sector: Average Cost-Effectiveness of the IAs, 1995-2003 5 

[See attached] 6 

 7 

Solvent sector 8 

The following observations can be made regarding Exhibit 4-34: 9 

• Average completed cost-effectiveness for non-LVCs generally has been below the solvent cost-10 
effectiveness thresholds of US$19.73 and US$38.50/ODP kg for CFC-113 and methyl chloroform 11 
projects, respectively, for all IAs in all regions. 12 

• Solvent projects implemented in LVCs typically have been above the cost-effectiveness 13 
thresholds on average, with the possible exception of UNIDO in Africa. 14 

• UNIDO has been equally or more cost-effective than its approved levels in non-LVCs in Africa, 15 
Asia, and Europe, and less cost-effective than its approved levels in non-LVCs in Latin America, 16 
on average. 17 

• On average, the World Bank has been more cost-effective than its approved levels in non-LVCs 18 
in Asia and Europe. 19 

• In non-LVCs, UNDP has been more cost-effective, on average, in Latin America and less cost-20 
effective in Asia than its approved levels. 21 

Exhibit 4-34.  Solvent Sector: Average Cost-Effectiveness of the IAs, 1995-2003  22 

[See attached] 23 

 24 

Analysis of cost-effectiveness of non-investment activities 25 

Cost-effectiveness is not calculated for non-investment activities, as such projects are traditionally 26 
expected to phase out ODS indirectly.  Thus, for the most part, the cost-effectiveness of non-27 
investment projects has not been monitored, even when these projects have resulted in direct ODS 28 
phase-out.  However, for non-low-volume consuming (non-LVC) countries, a cost-effectiveness rate of 29 
US$12.10/ODP kg has been assigned to non-investment projects to calculate how much to reduce 30 
the remaining consumption eligible for funding (Decision 35/57 in: UNEP/OzL.Pro/ExCom/35/67; 31 
Decision 36/7 in: UNEP/OzL.Pro/ExCom/36/36).  At its 35th meeting, the ExCom indicated that this 32 
non-investment rate was one third as cost-effective as the average investment project, and that this 33 
was a conservative rate, as the Technology and Economic Assessment Panel (TEAP) had historically 34 
suggested that for the methyl bromide sector, non-investment activities might be five times more cost-35 
effective than investment projects—perhaps under US$4.25/ODP kg.   36 

At the 41st Meeting of the Executive Committee, the Secretariat noted that the cost-effectiveness rate 37 
for non-investment projects was only applicable to 26 countries and that changing the rate would have 38 
very little impact (UNEP/OzL.Pro/ExCom/41/85).  In response, the ExCom decided to maintain the 39 
current rate of US$12.10/ODP kg (Decision 41/98 in: UNEP/OzL.Pro/ExCom/41/87).  Therefore, this 40 
rate ensures that non-investment activities (for non-LVCs) are responsible for reducing consumption 41 
of ODS by at least one ODP kg for every US$12.10 of funding spent. 42 

Moreover, the ExCom has taken decisions that guide the cost-effectiveness of non-investment 43 
activities.  For example, per Decision 31/48, the funding allocated for each RMP is the only funding an 44 
LVC country can receive to achieve compliance in the refrigeration sector through 2007.  Because this 45 
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approved funding is all an LVC is eligible to receive, a certain cost-effectiveness is implied by the level 1 
of approved funding.   2 

While it is difficult to determine how cost-effective non-investment projects have been, the ExCom has 3 
emphasized in several decisions the importance of these projects in helping Article 5 Parties achieve 4 
compliance.  For example, in Decision 35/57, the ExCom agreed that all institutional strengthening 5 
projects and renewals would be approved at a 30 percent higher level than historically approved.  The 6 
ExCom felt that this additional funding would help countries carry out the new strategic framework agreed, and 7 
provide increased support for critical areas such as public awareness (Decision 35/57 in: UNEP/OzL.Pro/ExCom/35/67).   8 

In addition, many Article 5 Parties, particularly LVCs, have indicated that they find the non-investment 9 
activities performed under UNEP’s Compliance Assistance Programme (CAP) to be helpful in 10 
addressing their compliance needs, especially the regional network meetings, at which they can share 11 
experiences and form important connections with neighbouring countries. 12 

4.5.3 Recommendations 13 

This section presents the recommendations and specific actions that the ExCom may take relevant to 14 
this TOR area, organized by performance metric.   15 

Quantitative analysis of cost-effectiveness (US$/ODP kg) of investment 16 
activities of each multilateral and bilateral IA 17 

 Continue striving to achieve or exceed approved cost-effectiveness levels  18 

No recommendation for new action is necessary.  When projects are approved during the evaluation 19 
of the business plans, the ExCom and the Secretariat should continue to encourage IAs to strive to 20 
reach or exceed approved cost-effectiveness levels.  Not only would this improve the efficiency of 21 
fund utilitisation, but it would also improve the business planning process. 22 

Analysis of cost-effectiveness of non-investment activities 23 

 Continue to implement non-investment activities as cost-effectively as possible 24 

No recommendation for new action is necessary.  While the cost-effectiveness of non-investment 25 
activities is generally not monitored, the ExCom should encourage IAs to continue to use non-26 
investment funding as cost-effectively as possible to ensure that Article 5 Parties achieve compliance.   27 

Exhibit 4-42 summarizes these recommendations and proposed actions to improve the cost-28 
effectiveness of the IAs.  29 

Exhibit 4-35.  Summary of Recommendations 30 

General Recommendation Recommended Action 

Quantitative Analysis of Cost-Effectiveness (US$/ODP kg) of Investment Activities of Each Multilateral and Bilateral IA 

 Continue striving to achieve or exceed approved cost-
effectiveness levels.  The ExCom should continue to 
encourage IAs to implement investment activities at 
cost-effectiveness levels equal to or lower than 
approved levels.   

 No recommendation for new action is necessary. 

Analysis of cost-effectiveness of non-investment activities 

 Continue to implement non-investment activities as 
cost-effectively as possible. 

 No recommendation for new action is necessary.   

 31 
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4.6 Term of Reference Area 3f: Proportion of Approved Funds between 1 
Investment and Non-Investment Projects in the Implementing Agencies 2 

The term of reference (TOR) area evaluated in this section is: assessment of the proportion of 3 
approved funds between investment and non-investment projects in the different agencies.  4 
Accordingly, this section presents the historical proportions of approved funds between investment 5 
and non-investment projects for UNDP, UNIDO, the World Bank, and UNEP.  Exhibit 4-36 presents 6 
the relevant documents and decisions referenced in this assessment. 7 

Exhibit 4-36.  Relevant Documents and Decisions 8 

 UNEP/OzL.Pro/ExCom/2/5/Rev.1: Procedural Arrangements Among the International Bank for Reconstruction 
and Development, the United Nations Environment Programme, and the United Nations Development 
Programmes for Co-operation and Assistance in Protecting the Ozone Layer in the Context of the Vienna 
Convention for the Protection of the Ozone Layer and its Montreal Protocol on Substances that Deplete the 
Ozone Layer.  15 April 1991. 

 Decision 17/21 in: UNEP/OzL.Pro/ExCom/17/60: Report of the 17th Meeting of the Executive Committee. 

 Decision 25/4 in: UNEP/OzL.Pro/ExCom/25/68: Report of the 25th Meeting of the Executive Committee. 

 UNEP/OzL.Pro/ExCom/28/13: Shares of the Implementing Agencies.   

 Decision 28/23 in: UNEP/OzL.Pro/ExCom/28/57: Report of the 28th Meeting of the Executive Committee. 

 Decision 28/24 in: UNEP/OzL.Pro/ExCom/28/57: Report of the 28th Meeting of the Executive Committee. 

 UNEP/OzL.Pro/ExCom/33/30: Strategic planning (follow-up to decision 32/75).   

 Decision 33/54 in: UNEP/OzL.Pro/ExCom/33/32: Report of the 33rd Meeting of the Executive Committee. 

 UNEP/OzL.Pro/ExCom/36/14/Rev.1: Further modifications to resource allocation.   

 UNEP/OzL.Pro/ExCom/36/32: Implementation of Decision 35/56.   

 Decision 36/13 in: UNEP/OzL.Pro/ExCom/36/36: Report of the 36th Meeting of the Executive Committee. 

 Decision 36/53 in: UNEP/OzL.Pro/ExCom/36/36: Report of the 36th Meeting of the Executive Committee. 

 UNEP/OzL.Pro/ExCom/37/66: Further actions to implement the framework for the strategic planning of the 
Multilateral Fund, follow-up to Decision 36/53: Business Planning.   

 UNEP/OzL.Pro/ExCom/38/59: Administrative costs and agency shares.   

 Decision 38/68 in: UNEP/OzL.Pro/ExCom/38/70/Rev.1: Report of the 38th Meeting of the Executive 
Committee. 

To guide this assessment, the following performance metrics were applied: 9 

• Historical proportions of investment versus non-investment projects; and 10 

• Proportions of investment versus non-investment projects reflect the original agreements between 11 
the Multilateral Fund (Fund) and each IA. 12 

The remainder of this chapter is organized as follows: 13 

 Section 4.6.1 presents background information regarding the policy history of the proportion 14 
of approved funds between investment and non-investment projects for each agency; 15 

 Section 4.6.2 discusses findings and provides an evaluation of the Executive Committee’s 16 
performance with respect to each performance metric; and 17 

 Section 4.6.3 provides recommendations based on the findings. 18 

4.6.1 Policy History 19 

The Multilateral Fund’s business planning process divides the Fund’s resources into two categories of 20 
expenditures: investment and non-investment activities.  The division was established to distinguish 21 
between those activities expected to directly achieve ODS phase-out (investment activities) and those 22 



Evaluation of the Financial Mechanism of the Montreal Protocol                 ICF Consulting 

 DRAFT Last saved on: 6/22/2004 11:11 PM  DO NOT QUOTE OR CITE  
141

expected to indirectly phase-out ODS (non-investment activities).  Investment activities include 1 
industrial conversions and project preparations, while non-investment activities include the 2 
Compliance Assistance Programme (CAP) of UNEP, institutional strengthening projects, training, 3 
technical assistance, demonstration projects, and public awareness activities.   4 

Fixed shares of IA funding for investment projects were first established at the 17th Meeting of the 5 
Executive Committee to maintain the Fund’s access to the three Implementing Agencies (IAs) that 6 
undertook investment activities at that time (i.e., the World Bank, UNDP, and UNIDO) 7 
(UNEP/OzL.Pro/ExCom/36/32).  The size of each IA’s share was important because administrative 8 
support costs were figured as a percentage of the approved project funding, and thus the level of 9 
support costs was directly related to the size of each IA’s share.   10 

However, in response to the performance evaluations of the IAs’ 1997 business plans, the investment 11 
project shares of the agencies were reduced at the 25th Meeting of the Executive Committee 12 
(Decision 25/4 in: UNEP/OzL.Pro/ExCom/25/68).  The unallocated amount was reserved for projects 13 
in the aerosol and halon sectors, and each IA was allowed to bid for up to half the unallocated 14 
amount.  Then, at its 28th meeting, the ExCom decided to restore the original fixed shares for 15 
business planning reasons (Decision 28/23 in: UNEP/OzL.Pro/ExCom/28/57.  Exhibit 4-37 presents 16 
these adjustments made to fixed investment shares for the IAs.   17 

Exhibit 4-37.  Historical Adjustments Made to Fixed Investment Shares for IAs 18 

Allocation (%) Agency 
17th Meeting 25th Meeting 28th Meeting 

World Bank 45% 43% 45% 
UNDP 30% 29% 30% 
UNIDO 25% 22% 25% 

Sources: Decision 17/21in: UNEP/OzL.Pro/ExCom/17/60; Decision 25/4 in: UNEP/OzL.Pro/ExCom/25/68; 19 
Decision 28/23 in: UNEP/OzL.Pro/ExCom/28/57. 20 

Also at the 28th Meeting of the Executive Committee, the impact of the bilateral agencies’ projects on 21 
the shares of the IAs was explored.  The Secretariat noted that in the 1999 bilateral business plans, 22 
approximately half of the investment projects included by bilaterals were intended to be implemented 23 
by the multilateral IAs (UNEP/OzL.Pro/ExCom/28/13).  Consequently, when activities that were 24 
submitted by bilaterals (but marked for implementation by multilateral IAs) were included in planned IA 25 
activities, the investment shares can change by several percentage points, nullifying adjustments by 26 
the ExCom to the shares of the IAs.  The ExCom decided that this issue required further discussion 27 
and should be addressed at a later meeting (Decision 28/24 in: UNEP/OzL.Pro/ExCom/28/57). 28 

At its 31st meeting, the ExCom requested its members and the IAs to communicate their views on the 29 
need for and use of agency shares, and to explore the possibility of removing the fixed shares.  As the 30 
new country-driven, compliance-focused strategy evolved, discussions ensued regarding the 31 
applicability and appropriateness of fixed shares, as well as the balance between investment and non-32 
investment projects in the compliance period.   33 

Indeed, the Framework on the Objective, Priorities, Problems and Modalities for Strategic Planning of 34 
the Multilateral Fund in the Compliance Period (“the Framework”), approved at the 33rd Meeting of the 35 
Executive Committee, states that the Fund will give funding priority to enable “an appropriate mix of 36 
investment and non-investment activities in line with a country’s needs to achieve compliance” 37 
(UNEP/OzL.Pro/ExCom/33/30).  Multi-year agreements such as national and sectoral phase-out plans 38 
have fostered this stated funding priority by providing Article 5 Parties with the flexibility to use allotted 39 
funds in the manner they see fit to achieve their consumption reduction targets.  Article 5 Parties have 40 
used this flexibility to develop plans that typically include a combination of investment projects (e.g., 41 
industrial conversions) and non-investment activities (e.g., training, public awareness activities, and 42 
policy development). 43 

Moreover, the shifting portfolio of projects from individual activities to sectoral and national ODS 44 
agreements under the country-driven approach suggested to many that the system of fixed shares for 45 
resource allocation might no longer be appropriate.  In fact, the Framework states that there is an 46 
“urgent need to examine the issues related to fixed shares for Implementing Agencies, taking into 47 
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consideration that flexible, rather than fixed, shares might better assist the Article 5 countries in 1 
achieving compliance under the Montreal Protocol” (UNEP/OzL.Pro/ExCom/33/30).  In particular, it 2 
was believed that the fixed share approach was directly at odds with the country-driven approach, as 3 
it limited countries’ flexibility in selecting the IA(s) that could best help them achieve compliance.   4 

At the 36th Meeting of the Executive Committee, some representatives emphasized that the distinction 5 
between investment and non-investment projects was less relevant in the compliance period, while 6 
others considered that the current distinction provided the ExCom with a clear picture of how 7 
resources were being allocated.  In addition, some representatives felt that when deciding on an 8 
appropriate mix of investment and non-investment activities, sufficient resources should be made 9 
available to Article 5 Parties to meet their compliance needs.  Also at the 36th meeting, it was 10 
suggested that the system of agency support costs be changed, which implied that the system of fixed 11 
agency shares be changed.   12 

Discussion on changing the fixed share approach was addressed again at the 37th Meeting of the 13 
Executive Committee, when the possibility of establishing administrative budgets for the IAs as an 14 
alternative to investment shares was discussed (UNEP/OzL.Pro/ExCom/37/66).  The ExCom 15 
requested that the Secretariat, in cooperation with the multilateral and bilateral IAs, consider 16 
alternative administrative cost systems, including the annual administrative budget for the IAs, and to 17 
report to the 38th Meeting of the Executive Committee. 18 

Based on further considerations of alternative administrative cost systems, a new administrative cost 19 
regime was approved by the ExCom at its 38th meeting (UNEP/OzL.Pro/ExCom/38/59).  The new 20 
regime allotted US$1.5 million as an annual core unit funding budget for UNDP, UNIDO, and the 21 
World Bank, in addition to an additional agency fee of: 22 

• 7.5 percent for projects with costs at or above US$250,000, as well as institutional 23 
strengthening projects and project preparation; and  24 

• 9 percent for projects with a project cost below US$250,000, including country programme 25 
preparation (Decision 38/68 in: UNEP/OzL.Pro/ExCom/38/70/Rev.1).   26 

Because IAs were also awarded agency fees based on the size of the project costs, this 27 
administrative cost regime did not entirely abolish the fixed share system.  Instead, IAs are 28 
encouraged to coordinate to agree on a share allocation during the annual Inter-Agency Coordination 29 
Meetings (Minutes of the Inter-Agency Coordination Meeting, 9-10 January 2003).   30 

4.6.2 Findings and Evaluation 31 

Because the division between investment and non-investment activities has become less distinct in 32 
national and sectoral phase-out plans, and because these plans give Article 5 Parties the flexibility to 33 
use their funds in the manner they see fit to best achieve compliance, regardless of whether the 34 
chosen activities are investment or non-investment, it is believed that TOR area 3f is currently less 35 
germane with regard to business and resource planning.   36 

Accordingly, this section presents the historical proportions of approved funds between investment 37 
and non-investment activities in each IA, and compares these proportions to the original role of each 38 
IA, as indicated at the 2nd Meeting of the Executive Committee.  The remainder of this section is 39 
organized as follows: 40 
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 Findings by Metric presents the historical proportions of approved funds between investment 1 
and non-investment activities in each IA, as well as how these proportion relate to the original 2 
roles of each IA; and 3 

 Evaluation by Performance Metric evaluates how closely the proportions have followed the 4 
original role of each IA. 5 

Findings by metric 6 

Based on analyses of data in the Multilateral Fund Approved Projects Inventory (updated in 7 
December 2003) and the agreements between each IA and the ExCom, the following observations 8 
are noted, organized by performance metric. 9 

Historical proportions 10 

Exhibit 4-38 presents the proportion of approved funds between investment and non-investment 11 
activities in the multilateral IAs.  When analysing these data, it is important to note that recent funding 12 
approved for multi-year agreements (e.g., national and sectoral phase-out plans) has been recorded 13 
as funding for investment activities, even though some of these funds are directed to non-investment 14 
activities).  Thus, the reported percentage of funds directed towards investment activities may be 15 
slightly inflated for years 1999 through 2003.  This also explains why one percent of UNEP’s funded 16 
activities are reported under investment activities in 2003 (since UNEP received funding to participate 17 
in a national CFC phase-out plan in Iran with several other agencies including Germany, UNDP, and 18 
UNIDO (UNEP/OzL.Pro/ExCom/41/87).  For a complete breakout of the proportion of approved funds 19 
by type of project (e.g., training, country programmes, demonstration projects, etc.), please see Annex 20 
J.  21 

Exhibit 4-38.  Percentage of Each IAs’ Approved Funds for Investment Activities (%) 22 

[See attached] 23 

 24 

As presented in Exhibit 4-38, a more significant portion of UNDP’s and the World Bank’s approved 25 
funds were directed toward non-investment activities in 1991 through 1993 than in later years.  This is 26 
because UNDP directed a larger percentage of its funding toward technical assistance, training, and 27 
country programme preparation in those earlier years, while the World Bank similarly designated a 28 
greater proportion of its approved funds for country programme preparation, project preparation, and 29 
technical assistance during the earlier period.   30 

Exhibit 4-39 presents the average proportion of approved funds between investment and non-31 
investment activities for each of the multilateral IAs.  Because UNDP and the World Bank had more 32 
funding for non-investment projects in the Fund’s first few years, averages are shown for two time 33 
periods, 1991-1994 and 1994-2003.  As shown, on average, UNDP, UNIDO, and the World Bank 34 
have a relatively low percentage of approved funds directed toward non-investment activities.  By 35 
contrast, UNEP has no funds going toward investment activities, as is appropriate given its unique 36 
mandate. 37 

Exhibit 4-39.  Average Proportion of Approved Funds (%) 38 

Average Proportion of Approved Funds Agency 

1991-1994 1994-2003 

UNDP 

Non-Investment 56% 14% 
Investment 44% 86% 

UNIDO 

Non-Investment 8% 10% 
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Investment 92% 90% 

World Bank 

Non-Investment 25% 5% 
Investment 75% 95% 

UNEP 

Non-Investment 100% 100% 
Investment 0% 0% 

Original role of each IA 1 

The roles of UNEP, UNDP, and the World Bank in implementing certain types of projects were 2 
established at the 2nd Meeting of the Executive Committee when the IAs agreed to the following 3 
mandates (UNEP/OzL.Pro/ExCom/2/5/Rev.1): 4 

a) The United Nations Environment Programme shall be invited by the Executive Committee to co-operate and assist 5 
in political promotion of the objectives of the Protocol, as well as in research, data gathering and the clearing-6 
house functions which are identified as follows: 7 

i. assist Parties operating under paragraph 1 of Article 5, through country specific studies and other 8 
technical co-operation, to identify their needs for co-operation; 9 

ii. facilitate technical co-operation to meet these identified needs; 10 

iii. distribute, as provided for in Article 9, information and relevant materials, and hold workshops, training 11 
sessions, and other related activities, for the benefit of Parties that are developing countries; and 12 

iv. facilitate and monitor other multilateral, regional and bilateral co-operation available to Parties that are 13 
developing countries. 14 

b) The United Nations Development Programme shall be invited by the Executive Committee to co-operate and 15 
assist in feasibility and pre-investment studies and in other technical assistance measures; 16 

c) The World Bank shall be invited by the Executive Committee to co-operate and assist in administering and 17 
managing the programme to finance the agreed incremental costs. 18 

As shown in Exhibit 4-38 and Exhibit 4-39, UNEP has received funding only for the non-investment 19 
activities within its mandate.  Conversely, the vast majority of funds approved for the World Bank have 20 
been for investment activities, as shown in Exhibit 4-38 and Exhibit 4-39.  Therefore, both UNEP and 21 
the World Bank have fulfilled their mandates approved at the 2nd Meeting of the Executive Committee. 22 

UNDP was instructed to specialize in performing technical assistance activities.  Exhibit 4-40 presents 23 
the average percent of each IAs’ approved funds directed toward technical assistance, as well as the 24 
average total approved funds for technical assistance.   25 

Exhibit 4-40.  Average Technical Assistance as a Percent of Approved Funds and Average Total 26 
Approved Funds (in thousands of US$), 1991-2003 27 

Average 1991-2003 UNDP UNIDO World Bank UNEP 
US$ $2,184 $993 $991 $3,340 
Percent 10% 3% 3% 54% 

As shown, with the exception of UNEP, which performs only non-investment activities, UNDP has had 28 
a greater average percentage of approved funds—and a greater average absolute amount of 29 
funding—intended for technical assistance activities.  Thus, UNDP has also fulfilled its mandate 30 
approved at the 2nd Meeting of the Executive Committee. 31 
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Evaluation by performance metric 1 

Based on the findings presented above, the achievement of each performance metric was evaluated 2 
using identified criteria, and performance was scored based on the system described in the 3 
Methodology chapter of this report.  This performance summary is provided in Exhibit 4-2. 4 

Exhibit 4-41.  Performance Summary 5 

Metric Result Justification 
Historical proportions NA  NA 
Proportions of investment 
versus non-investment 
projects reflect the original 
agreements between the MLF 
and each IA 

5 Strengths 
 UNEP has performed only non-investment activities. 
 The World Bank has performed predominantly 

investment activities. 
 UNDP has had a greater percentage of approved funds 

directed toward technical assistance (compared to the 
World Bank and UNIDO). 

Weaknesses 
 None. 

4.6.3 Recommendations 6 

This section presents the recommendations and specific actions that the Executive Committee may 7 
take relevant to this TOR area.   8 

 Monitor the use of funds for non-investment versus investment activities within national or 9 
sectoral phase-out plans  10 

As an alternative to recording all expenditures for phase-out plans as investment activities, the 11 
ExCom should consider monitoring how funds are used within national or sectoral phase-out plans 12 
(i.e., how much money is allocated to non-investment versus investment activities).  Because it 13 
remains important to ensure that funding is directed to both types of activities, as evidenced by recent 14 
decisions allocating more funding for non-investment activities (e.g., Decision 35/57, which allows 15 
institutional strengthening projects to approved at 30 percent higher levels), it may be beneficial to 16 
monitor more closely those approved funds for phase-out plans to determine how much funding is 17 
going to non-investment activities.  Moreover, such monitoring could improve future planning.  For 18 
example, if a particular country had difficulty meeting ODS phase-out requirements, it would be easier 19 
to track spending on investment versus non-investment activities to identify potential areas where 20 
spending should be shifted to improve performance.  21 

To this end, the ExCom should consider requesting that the Secretariat prepare a paper on the 22 
feasibility of altering current system for monitoring how funds are used, as well as the MLF Inventory, 23 
to capture the breakout of funds into investment and non-investment activities within phase-out plans. 24 

Exhibit 4-42 summarizes this recommendation and proposed action to improve the accuracy of the 25 
proportion between investment and non-investment activities.  26 

Exhibit 4-42.  Summary of Recommendations 27 

General Recommendation Recommended Action 
 Monitor the use of funds for non-investment versus 

investment activities within national or sectoral phase-
out plans. 

 The ExCom should consider requesting that the 
Secretariat prepare a paper on the feasibility of 
monitoring the use of funds within phase-out plans. 
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4.7 Term of Reference Area 3g: Adequacy and Effectiveness of Fund 1 
Disbursement and Management 2 

The term of reference evaluated in this section is: adequacy and effectiveness of fund disbursements, 3 
and fund disbursement management, including reporting to the Multilateral Fund Secretariat.  4 
Accordingly, this section evaluates each Implementing Agencies’ (IA) performance with respect to 5 
fund disbursement and management.  Exhibit 4-43 presents the relevant documents and decisions 6 
referenced in this assessment. 7 

Exhibit 4-43.  Relevant Documents and Decisions 8 

 Decision 33/4 in: UNEP/ OzL.Pro/ExCom/33/32: Report of the 33rd Meeting of the Executive 
Committee. 

 Decision 36/5 in: UNEP/OzL.Pro/ExCom/36/36: Report of the 36th Meeting of the Executive Committee. 
 UNEP/OzL.Pro/ExCom/40/24: Project balances.   
 UNEP/OzL.Pro/ExCom/22/6: Evaluation of 1996 business plans of the Implementing Agencies.   
 UNEP/OzL.Pro/ExCom/25/8: Evaluation of 1997 business plans.   
 UNEP/OzL.Pro/ExCom/28/12: Evaluation of 1998 business plans.   
 UNEP/OzL.Pro/ExCom/31/14: Evaluation of the Implementation of the 1999 business plans.   
 UNEP/OzL.Pro/ExCom/34/15: Evaluation of the Implementation of the 2000 business plans.   
 UNEP/OzL.Pro/ExCom/37/17: Evaluation of the Implementation of the 2001 business plans.   
 UNEP/OzL.Pro/ExCom/40/20: Evaluation of the 2002 business plans.   
 UNEP/OzL.Pro/ExCom/40/17database: Progress report of UNIDO.   

To guide this assessment, the following performance metrics were applied: 9 

• Fund disbursement is efficient (based on quantitative analysis); 10 

• Modalities of IA fund disbursement are efficient; 11 

• IA reporting to the Secretariat is adequate, including adequacy of enterprise/NOU information; 12 
and 13 

• Historical record on return of funds from cancelled and completed projects with balances 14 
demonstrates accountability and efficiency. 15 

The remainder of this chapter is organized as follows: 16 

 Section 2.7.1 presents background information regarding the policy history of IA fund 17 
disbursement and management; 18 

 Section 2.7.2 discusses findings and a summary evaluation of the IAs’ performance with 19 
respect to each metric; and 20 

 Section 2.7.3 provides recommendations based on the findings for each performance metric. 21 

4.7.1 Policy History 22 

For policy history regarding IA fund disbursement and management, please see Chapter 4, Section 23 
4.2, discussion of TOR area 3b. 24 

4.7.2 Findings and Evaluation 25 

This section presents findings related to the previously identified performance metrics for this TOR 26 
area.  The section is organized as follows: 27 



Evaluation of the Financial Mechanism of the Montreal Protocol                 ICF Consulting 

 DRAFT Last saved on: 6/22/2004 11:11 PM  DO NOT QUOTE OR CITE  
147

 Finding by Metric discusses specific findings by performance metrics; and 1 

 Evaluation by Performance Metric provides an overall assessment of the ExCom’s 2 
achievement of each metric, complete with scoring. 3 

Findings by metric 4 

Based on an analysis of information contained in IAs’ financial reports and progress reports, the 5 
following observations, discussed by performance metric, are noted. 6 

Efficiency of fund disbursement (based on quantitative analysis) 7 

Exhibit 4-44 and Exhibit 4-45 present average IA targeted versus actual fund disbursement for 8 
approved investment and non-investment projects, respectively, over the period 1998 to 2002, as 9 
calculated by the Secretariat in the evaluation of the IAs’ annual business plans. The bars shown in 10 
gray represent the targeted fund disbursement, while the bars shown in black represent actual fund 11 
disbursement. 12 

Exhibit 4-44.  IAs’ Average Targeted and Actual Fund Disbursement for Investment Projects (million 13 
US$), 1998-2002 14 

[See attached] 15 

Sources: UNEP/OzL.Pro/ExCom/22/6, UNEP/OzL.Pro/ExCom/25/8, UNEP/OzL.Pro/ExCom/28/12, 16 
UNEP/OzL.Pro/ExCom/31/14, UNEP/OzL.Pro/ExCom/34/15, UNEP/OzL.Pro/ExCom/37/17, 17 
UNEP/OzL.Pro/ExCom/40/20. 18 

Exhibit 4-45.  IAs’ Average Targeted and Actual Fund Disbursement for Non-Investment Projects (million 19 
US$), 1998-2002 20 

[See attached] 21 

Sources: UNEP/OzL.Pro/ExCom/22/6, UNEP/OzL.Pro/ExCom/25/8, UNEP/OzL.Pro/ExCom/28/12, 22 
UNEP/OzL.Pro/ExCom/31/14, UNEP/OzL.Pro/ExCom/34/15, UNEP/OzL.Pro/ExCom/37/17, 23 
UNEP/OzL.Pro/ExCom/40/20. 24 

As shown in Exhibit 4-44, on average, UNDP and the World Bank have disbursed about US$5 million 25 
less per year than anticipated for investment projects, while UNIDO has disbursed slightly more than 26 
expected.  By comparison, for non-investment projects, as shown in Exhibit 4-45, UNDP and UNIDO 27 
generally have disbursed slightly less than expected, while the World Bank has disbursed almost 28 
US$1.5 million less per year than anticipated.  From 1999 to 2002, UNEP expected to disburse an 29 
average of 66.5 percent of funds approved, and actually disbursed 70.8 percent.   30 

At its 33rd meeting, the ExCom set a disbursement target of US$118 million for investment projects in 31 
2001 (Decision 33/4 in: UNEP/ OzL.Pro/ExCom/33/32).  The IAs only disbursed about US$101 million 32 
in 2001, thereby falling short of the disbursement target.  At its 36th meeting, the ExCom set a 33 
disbursement target of US$106.28 million for investment projects in 2002, and actual IA 34 
disbursements for that year totaled US$114.6 million—exceeding the ExCom’s disbursement target 35 
(Decision 36/5 in: UNEP/OzL.Pro/ExCom/36/36; UNEP/OzL.Pro/ExCom/40/20).  Thus, over the two 36 
year period, the ExCom targeted approximately US$224 million, while the IAs disbursed 37 
approximately US$116 million. 38 

Efficiency of fund disbursement modalities by IA 39 

To assess the efficiency of fund transfer and disbursement, the Secretariat’s evaluation of the IAs’ 40 
annual business plans and “Inventory of Approved Projects,” which is compiled using data from the 41 
IAs’ progress reports, were used to conduct several quantitative analyses.  Specifically, quantitative 42 
analysis was performed for: (1); speed of first disbursement; (2) number of projects and length of fund 43 
disbursement delays; and (3) the actual completion time versus planned completion time of projects.  44 
The data from the Inventory of Approved Projects were last updated in December of 2003. 45 
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Efficiency of first disbursement 1 

Funds are considered first disbursed when equipment is purchased toward the implementation of 2 
investment projects, or when any expenditure is incurred toward the implementation of a non-3 
investment project.  Accordingly, Exhibit 4-46 and Exhibit 4-47 present the IAs’ average targeted 4 
(shown in gray) and actual (shown in black) speed of first disbursement for investment and non-5 
investment projects, respectively, over the period 1998 to 2002, as calculated by the Secretariat in the 6 
evaluation of the IAs’ annual business plans.   7 

Exhibit 4-46.  IAs’ Average Targeted and Actual Speed of First Disbursement for Investment Projects 8 
(months), 1998-2002 9 

[See attached] 10 

Sources: UNEP/OzL.Pro/ExCom/31/14, UNEP/OzL.Pro/ExCom/34/15, UNEP/OzL.Pro/ExCom/37/17, 11 
UNEP/OzL.Pro/ExCom/40/20. 12 
 13 

Exhibit 4-47.  IAs’ Average Targeted and Actual Speed of First Disbursement for Non-Investment Projects 14 
(in months), 1998-2002 15 

[See attached] 16 

Sources: UNEP/OzL.Pro/ExCom/31/14, UNEP/OzL.Pro/ExCom/34/15, UNEP/OzL.Pro/ExCom/37/17, 17 
UNEP/OzL.Pro/ExCom/40/20. 18 
 19 

As indicated in Exhibit 4-46, on average, targeted and actual speed of first disbursement have been 20 
almost equal for each IA.  The World Bank requires more than twice as much time as UNDP and 21 
UNIDO to disburse its first funds for investment projects, and targets this speed of disbursement.  22 
Moreover, this variation in disbursement time among IAs corresponds with their different project 23 
implementation modalities.  Because the World Bank uses a national execution method of 24 
implementation, it depends heavily on the enterprises and thus requires greater internal confidence 25 
before disbursing funds.  As a result, the World Bank’s process for getting the project document 26 
signed is the most lengthy.  By comparison, UNDP and UNIDO primarily use an agency method of 27 
implementation and, thus, often implement the projects themselves, which minimizes the time needed 28 
to get project documents signed.  Furthermore, because the World Bank is the only IA that reimburses 29 
executing agencies or enterprises rather than disbursing all funds upfront, its disbursement schedule 30 
is unique. 31 

As shown in Exhibit 4-47, the average time between project approval and IA first disbursement is 32 
much quicker for non-investment projects than investment projects.  This may be due in large part to 33 
the fact that often project documents do not need to be signed for non-investment projects.  On 34 
average, the World Bank and UNDP first disburse funds approximately 11 months after project 35 
approval, while UNIDO and UNEP disburse funds within 6 to 7 months following project approval.  36 
Also, as indicated, all IAs other than the World Bank tend to take longer than expected to issue their 37 
first disbursement. 38 

Fund disbursement delay or “backlogs” 39 

“Backlogs” are projects that have been approved but for which no funding has been disbursed more 40 
than 18 months post approval.  Exhibit 4-48 shows the number of projects with delays in fund 41 
disbursement over 18 months, as well as the average number of months of disbursal delay for 42 
investment projects above and beyond 18 months, by sector.  As of December 2003, there were 18 43 
projects in the aerosol sector that had experienced a delay in fund disbursal since Fund inception.  On 44 
average, these 18 projects did not receive funding for another 18.7 months after entering the delay 45 
period.  The foam sector had 104 projects that received delayed disbursal, which on average, 46 
received funding 12.8 months after entering the delay period.  Only two projects in the halon sector 47 
had delayed funding, which, on average, received funding 13 months after entering the delay period.  48 
Seventy-one projects in the refrigeration sector received their funding an average of 13.7 months after 49 
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entering the delay period and 19 projects in the solvent sector received funding an average of 10.7 1 
months after entering the delay period.   2 

Exhibit 4-48.  Funding Disbursal Delay for Investment Projects by Sector (number of projects and 3 
average months beyond 18) 4 

[See attached] 5 

Exhibit 4-49 presents the number of projects with delays in fund disbursement over 18 months, as 6 
well as the average backlog of fund disbursement by IA.  France was the lead for six projects that 7 
experienced delayed funding of an average of 12.3 months beyond the 18 month grace period for 8 
delay.  Germany was responsible for transferring funds to one project that experienced a delay of 1.3 9 
months after entering the delay period.  The World Bank was the lead on 81 projects that did not 10 
receive funding on time.  On average, these projects received funding 11.3 months after entering into 11 
the delay period.  UNDP was the lead on 86 projects that on average, received funding 16.4 months 12 
after entering into the delay period and UNIDO was the lead on 39 projects that received funding an 13 
average of 11 months after entering the delay period.  The United States funded one project that did 14 
not receive funding for 32.7 months after entering the delay period.   UNEP has only had one 15 
investment project approved and that project received funding on time.   16 

Exhibit 4-49.  Funding Disbursal Delay by IA (number of projects and average months beyond 18) 17 

[See attached] 18 

Actual completion time vs. planned completion time 19 

Exhibit 4-50 provides an overview of the actual versus expected project duration for investment 20 
projects, by sector.  As can be seen, the greatest gaps between actual versus expected project 21 
duration are in the aerosol and solvent sectors.  On average, the fumigant, phase-out plan, production 22 
and sterilant sectors were completed more quickly than expected. 23 

Exhibit 4-50.  Actual vs. Expected Project Duration for Investment Projects, by Sector 24 

[See attached] 25 

Exhibit 4-51 provides an overview of actual vs. expected project completion time by type of non-26 
investment project. On average, the 58 funded demonstration projects took 2.2 times longer than 27 
expected to reach completion.  Country programmes, institutional strengthening and project 28 
preparation, with 138, 146, and 791 funded projects respectively, took an average of 1.4 times longer 29 
than expected to reach completion.  There have been 178 approved technical assistance projects, 30 
which have taken, on average, 1.7 times longer than expected to reach completion and 91 approved 31 
training projects which have, on average, taken 1.5 times longer than expected to reach completion. 32 

Exhibit 4-51.  Actual vs. Expected Project Duration for Non-Investment Projects, by Type 33 

[See attached] 34 

While disbursement targets are critical for ensuring that projects move forward and ODS phase-out is 35 
achieved, it should be emphasized that an excessive focus on such targets may not necessarily be 36 
appropriate, or even beneficial to overall phase-out goals.  There are a number of valid, unavoidable 37 
causes for disbursement delay, and an undue emphasis on meeting targets could lead to decisions 38 
that undermine project quality.  For example, in an attempt to expedite fund disbursement and 39 
achieve disbursement targets on the books, a scenario could be conceived wherein 100 refrigerant 40 
recovery devices are purchased under a Refrigerant Management Plan (RMP) but deployed only to a 41 
single storage warehouse in lieu of auto garages throughout the country—as described in Chapter 2 42 
in the discussion of TOR area 1g.  Therefore, a balance must be struck between goal-oriented 43 
disbursement targets, to keep IAs on track, and adequate flexibility, to always prioritize project quality 44 
over numeric indicators. 45 
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Adequacy of IA reporting to the Secretariat, including adequacy of enterprise/NOU information 1 

Exhibit 4-52 presents the project data that IAs report in their annual progress and financial reports, 2 
inter alia. 3 

Exhibit 4-52.  Information Reported in IAs’ Progress and Financial Reports 4 

General Information Disbursement-Related Information 
 Status of project  Date approved 
 Project title  First disbursement date 
 Country  Approved funding plus adjustments 
 Sector  Funds disbursed 
 Type  Balance 
 Meeting at which project approved  Percent of funds disbursed 
 Agency vs. national implementation  Estimated disbursement in current year 

Source: UNEP/OzL.Pro/ExCom/40/17Database. 5 

Because disbursement information is disaggregated by individual project, the current reporting by IAs 6 
is adequate, and also sufficiently reflects information regarding enterprises.  Also, project information 7 
is aggregated by Article 5 Party in IA progress reports, thus providing adequate information regarding 8 
the individual NOUs.   9 

Historical record on return of funds from cancelled and completed projects with balances  10 

In Decisions 28/7 and 31/2, the ExCom requested reports on projects completed 12 months 11 
previously with remaining balances from funds approved for projects.  Accordingly, IAs submit 12 
information to the Secretariat regarding completed projects with balances, the return of funds from 13 
cancelled projects, and other adjustments.  The information submitted by the IAs is detailed and 14 
comprehensive.  In addition, in Decision 40/15, taken at the 40th meeting, the ExCom approved the 15 
use of new a performance indicator for the speed of financial completion, with the aim of reducing the 16 
amount of outstanding projects with balances. 17 

Exhibit 4-53 shows the balance remaining from completed projects and the years they were 18 
completed for each IA as of the 41st Meeting of the Executive Committee.  Projects completed 19 
between 1995 and 2000 appear hatched; those completed in 2001 appear in black; and those 20 
completed in 2002 appear in grey.  As shown, UNDP has the largest outstanding balance, and the 21 
highest number of projects with balances (167).  UNEP, UNIDO, and the World Bank have 16, 9, and 22 
12 projects with balances, respectively. 23 

Exhibit 4-53.  Outstanding Balances by IA (thousand US$), November 2003 24 

[See attached] 25 

Source:  UNEP/OzL.Pro/ExCom/40/24. 26 

At its 39th meeting, the ExCom requested the Chair of the ExCom to send a letter to the heads of 27 
UNDP and UNIDO indicating the Fund’s concern regarding the large amount of non-returned 28 
balances for projects completed two years previously, and to request that those funds be returned 29 
immediately.  UNDP informed the ExCom that it had begun a review of all completed projects to 30 
determine the unspent balance and resolve any outstanding issues.  UNIDO reported that it was able 31 
to financially complete all of its projects that were categorized as technically complete over two years 32 
previously, and no longer has a balance for projects completed before 2000.  Remaining balances 33 
from these projects were returned at either the 39th or 40th meetings (UNEP/ OzL.Pro/ExCom 40/24).   34 
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Evaluation by performance metric 1 

Based on the findings presented above, the achievement of each performance metric was evaluated 2 
using identified criteria, and performance was scored based on the system described in the 3 
Introduction chapter of this report.  This performance summary is provided in Exhibit 4-54. 4 

Exhibit 4-54.  Performance Summary 5 

Metric Result Justification 
Fund disbursement is efficient 
(based on quantitative analysis) 

4 Strengths 
 Typically, actual disbursement has been roughly 

equal to targeted disbursement. 
 IAs make substantial effort to disburse funds 

efficiently.   
Weaknesses 

 IAs have not always met disbursement goals set by 
the ExCom, though some disbursement delay may 
be justifiable.   

 On average, all non-investment projects took longer 
than expected to be completed. 

Modalities of IA fund 
disbursement are efficient 

5 Strengths 
 Speed of first disbursement appropriately reflects 

the implementation modalities of the IAs. 
Weaknesses 

 None. 
IA reporting to the Secretariat is 
adequate, including adequacy of 
enterprise/NOU information 

5 Strengths 
 IA reporting to the Secretariat is extensive, detailed, 

and routine. 
Weaknesses 

 None. 
Historical record on return of 
funds from cancelled and 
completed projects with balances 
demonstrates accountability and 
efficiency 

4 Strengths 
 IAs have responded to requests from the Secretariat 

and ExCom to return funds from cancelled and 
completed projects with balances. 

Weaknesses 
 Some IAs have significant outstanding project 

balances. 
 Balances could be returned in a more expedient 

manner. 

4.7.3 Recommendations 6 

This section presents the recommendations and specific actions that the IAs and ExCom may take 7 
relevant to this TOR area, organized by performance metric. 8 

Efficiency of fund disbursement 9 

 Continue to encourage IAs to meet disbursement targets set by the ExCom and the IAs 10 
themselves while emphasizing the need to always prioritize project quality. 11 

The ExCom should continue to encourage IAs to set and meet challenging but achievable 12 
disbursement targets to expedite implementation and, ultimately, to improve the business planning 13 
process.  At the same time, the ExCom should recognize the risks of over-emphasizing disbursement 14 
targets and, thus, underscore the need to maximize ODS phase-out in all activities above and beyond 15 
the need to meet (or exceed) disbursement targets. 16 
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Historical record on return of funds from cancelled and completed projects 1 
with balances 2 

 Continue to request that IAs return funds from cancelled and completed projects with 3 
balances as quickly as possible. 4 

The ExCom should continue to request that the IAs return funds from cancelled and completed 5 
projects with balances as quickly as possible, and no later than 12 months after completion.  In 6 
addition, the ExCom should consider sending letters to the heads of the IAs in the event that 7 
significant outstanding balances remain, as this action has proved to be fairly effective.   8 

 The ExCom should continue urging IAs to expedite financial completion of projects to free up 9 
funds for interest-bearing investments and/or new ODS phase-out activities. 10 

The more balances tied up in technically completed projects that have not been financially completed, 11 
the less money there is available for use on new ODS phase-out activities and/or to be invested in 12 
interest-earning accounts.  The ExCom should continue encouraging IAs to close the books on all 13 
technically completed projects within a timely manner, to free up unused balances and terminate 14 
lingering accounting issues.    15 

Combined action for all metrics under TOR 3G 16 

To encourage IAs to effectively meet fund disbursement targets, in addition to the continued activities 17 
of the Secretariat discussed above, the ExCom could request the Secretariat to send a brief 18 
memorandum to IAs, prior to each ExCom meeting, requesting that the IAs return all balances from 19 
completed and/or cancelled projects as soon as possible, expedite financial closure of technically 20 
completed projects, and meet fund disbursement targets without compromising insurance of project 21 
quality, especially for projects that have experienced significant fund disbursement delays.  In these 22 
memoranda, the Secretariat could particularly emphasize any major fund disbursement and/or 23 
balance return issues that should be resolved as soon as possible.   24 

Exhibit 4-55 summarizes the recommendations and proposes actions to improve the IAs’ fund 25 
disbursement and fund disbursement management.  26 

Exhibit 4-55.  Summary of Recommendations 27 

General Recommendation Recommended Action 

Quantitative analysis of fund disbursement 

 Continue to strive to meet disbursement targets 
while emphasizing project quality. 

 Combined action for all recommendations: All IAs 
should strive to:  

• Meet disbursement targets for projects as quickly as 
possible (without compromising project quality) 

• Expedite the return of funds from cancelled and/or 
completed projects with balances; and 

• Ensure financial closure of completed projects. 

Historical record on return of funds from cancelled and completed projects with balances 

 Continue to request that IAs return funds from 
cancelled and completed projects with balances 
as quickly as possible. 

 See combined action above. 

 Expedite the financial completion of technically 
completed projects to free up unused resources. 

 See combined action above.  

 28 
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4.8 Term of Reference Area 3h: Additional Costs Resulting from Overlapping 1 
Activities between IAs 2 

The term of reference (TOR) area evaluated in this section is: additional costs for the Multilateral 3 
Fund, if any, of overlapping activities between agencies.  Accordingly, this section evaluates the 4 
extent to which overlap has occurred between Implementing Agencies (IAs), and how this potential 5 
overlap may translate into additional costs for the Multilateral Fund (the Fund).  Exhibit 4-56 presents 6 
the relevant documents and decisions referenced in this assessment.  7 

Exhibit 4-56.  Relevant Documents and Decisions 8 

 UNEP/OzL.Pro/ExCom/2/5/Rev.1: Procedural Arrangements Among the International Bank for Reconstruction 
and Development, the United Nations Environment Programme, and the United Nations Development 
Programmes for Co-operation and Assistance in Protecting the Ozone Layer in the Context of the Vienna 
Convention for the Protection of the Ozone Layer and its Montreal Protocol on Substances that Deplete the 
Ozone Layer.   

 Decision 30/14 in: UNEP/OzL.Pro/ExCom/30/41: Report of the 30th Meeting of the Executive Committee.   
 Decision 30/21 in: UNEP/OzL.Pro/ExCom/30/41: Report of the 30th Meeting of the Executive Committee.   
 UNEP/OzL.Pro/ExCom/32/44: Report of the 32nd Meeting of the Executive Committee.   
 Decision 33/5 in: UNEP/OzL.Pro/ExCom/33/32: Report of the 33rd Meeting of the Executive Committee.   
 UNEP/OzL.Pro/ExCom/36/17/Rev.1: Overview of issues identified during project review.   
 Decision 36/8 in: UNEP/OzL.Pro/ExCom/36/36: Report of the 36th Meeting of the Executive Committee.   
 Decision 36/13 in: UNEP/OzL.Pro/ExCom/36/36: Report of the 36th Meeting of the Executive Committee.   
 Decision 36/17 in: UNEP/OzL.Pro/ExCom/36/36: Report of the 36th Meeting of the Executive Committee.   
 UNEP/OzL.Pro/ExCom/36/9: 2002 business plans for Bilateral Agencies.   
 UNEP/OzL.Pro/ExCom/36/10: Business plan for the year 2002 of UNDP.   
 UNEP/OzL.Pro/ExCom/36/11: Business plan for the year 2002 of UNEP.   
 UNEP/OzL.Pro/ExCom/36/12: Business plan for the year 2002 of UNIDO.   
 UNEP/OzL.Pro/ExCom/36/13: Business plan for the year 2002 of the World Bank.   
 UNEP/OzL.Pro/ExCom/36/3: Implementation of Decision 35/56.   
 UNEP/OzL.Pro/ExCom/40/10: Sources of information on procurement procedures of Implementing Agencies: 

follow-up to Decision 39/11(b).   
 Decision 40/5 in: UNEP/OzL.Pro/ExCom/40/50: Report of the 40th Meeting of the Executive Committee. 
 UNEP/OzL.Pro/ExCom/42/7: 2004-2006 business plans for Bilateral Agencies.   
 UNEP/OzL.Pro/ExCom/42/9: Business plan for the years 2004-2006 of UNEP.   
 UNEP/OzL.Pro/ExCom/42/10: Business plan for the years 2004-2006 of UNIDO.  
 UNEP/OzL.Pro/ExCom/42/11: Business plan for the years 2004-2006 of the World Bank.   

To guide this assessment, the following performance metrics were applied: 9 

• IA project development processes address potential activity overlap;  10 

• Minimal occurrence of activity overlap; 11 

• Clear definition of roles; and 12 

• Streamlined IA activities. 13 

The remainder of this chapter is organized as follows: 14 
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 Section 4.8.1 presents background information regarding the policy history of overlap 1 
between the IAs; 2 

 Section 4.8.2 discusses findings and a summary evaluation of performance with respect to 3 
each metric; and 4 

 Section 4.8.3 provides recommendations based on each performance metric. 5 

4.8.1 Policy History 6 

Overlap between the IAs occurs when more than one IA is performing the same activity.  When such 7 
overlapping activities occur, then the approved funding is used in a duplicative and inefficient manner.  8 
Because there is inherent competition among the IAs associated with the identification and approval 9 
of projects, overlap between IAs is most likely to occur in the project identification process.  For 10 
example, insufficient coordination could potentially result in more than one IA proposing and/or 11 
preparing projects that address the same sector, sub-sector, or type of ODS in a given country.  12 
Therefore, this section traces the recent policy history of overlap prevention in the business planning 13 
process. 14 

With the start of the compliance period in 2000, the Executive Committee (ExCom) recognized that 15 
the potential for activity overlap increased, as individual projects were being developed 16 
simultaneously with, but separately from, sectoral phase-out plans.  In response, at its 30th meeting (in 17 
2000), the ExCom agreed that funding could be approved for additional individual project preparation 18 
activities in countries that were also preparing sectoral phase-out plans only if the following conditions 19 
were met: 20 

• The sectoral phase-out plan that was being prepared was unlikely to be submitted to the ExCom 21 
for at least six months; 22 

• The country had indicated in a letter that it intended to adhere to a sectoral phase-out plan; and 23 

• The IA had stated in its request for funding that the individual project could be amended and 24 
incorporated into the sectoral phase-out plan (Decision 30/21 in: UNEP/OzL.Pro/ExCom/30/41). 25 

Also at its 30th meeting, the ExCom insisted that the bilateral and multilateral IAs and the Secretariat 26 
have ongoing discussions when preparing business plans for bilateral cooperation, in order to avoid 27 
overlapping (Decision 30/14 in: UNEP/OzL.Pro/ExCom/30/41).  The ExCom reaffirmed this decision 28 
at its 33rd meeting (Decision 33/5 in: UNEP/OzL.Pro/ExCom/33/32).  In addition, at its 36th meeting in 29 
2002, the ExCom requested bilateral agencies to coordinate with other agencies prior to the 37th 30 
meeting to resolve any potential overlaps before submitting requests for funding, in consultation with 31 
the countries concerned (Decision 36/8 in: UNEP/OzL.Pro/ExCom/36/36). 32 

Despite Decision 30/21, overlaps arose among several individual projects and sector plans that were 33 
intended to be prepared and submitted in 2002 (UNEP/OzL.Pro/ExCom/36/32).  In response, at its 34 
36th meeting (in 2002), the ExCom requested governments and bilateral and multilateral IAs to: 35 

• Take into account its expectation that, where sectoral plans were to be prepared, they would in time replace the 36 
preparation of individual projects, and where a national phase-out plan was to be prepared, it would in time replace 37 
preparation of both individual projects and terminal sector programmes;  38 

• Note that, where requests to prepare multiple sectoral phase-out projects were submitted, the submission of the first 39 
sector phase-out project had to be accompanied by a clear implementation plan, covering the coordination among the 40 
various implementing agencies involved and detailing how the ODS tonnes remaining to be phased out were 41 
distributed over the various sectors and how reduction in national aggregate consumption would be verified;  42 

• Note that regional network meetings provided an ideal opportunity for the necessary coordination among governments 43 
and implementing agencies (Decision 36/17 in: UNEP/OzL.Pro/ExCom/36/36). 44 

Also at its 36th meeting, the ExCom agreed that remaining funds from investment share allocations in 45 
2001 and allocations from bilateral agencies in 2002 would be distributed among the multilateral IAs, 46 
provided that the proposed investment activities met a number of criteria, including that there was no 47 
overlap of agency activities (Decision 36/13 in: UNEP/OzL.Pro/ExCom/36/36). 48 
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Since the 36th meeting, the ExCom has continued to recognize potential overlap in proposed projects, 1 
and to approve projects only after discussions were held on how overlap would be avoided. 2 

4.8.2 Findings and Evaluation 3 

This section presents findings related to the performance metrics identified for this TOR area.  The 4 
remainder of this section is organized as follows: 5 

 Findings by Metric discusses more specific findings by performance metrics; and 6 

 Evaluation by Performance Metric provides an overall assessment of the achievement of 7 
each metric, complete with scoring. 8 

Findings by metric 9 

According to ExCom documentation, as well as anecdotal information from the Secretariat, ExCom, 10 
IAs, and National Ozone Units (NOUs), minimal overlap has occurred between IAs in recent years, as 11 
most potential overlaps have been identified and eliminated during the annual business planning 12 
process.   13 

Degree to which IA project development processes address potential overlap 14 

To ensure that minimum overlap occurs between IAs, the ExCom has established several “safety” 15 
measures in the IA project development process, including: 16 

• Inter-Agency coordination meetings.  These meetings are held annually and provide a forum 17 
for IAs to discuss projects included in their business plans.  During these meetings, IAs are asked 18 
to provide letters from the country in which potential overlap has been identified, indicating which 19 
IA will in fact be leading the project in question.  Historically, only the four multilateral IAs were 20 
invited to participate in these annual coordination meetings, while bilateral IAs were simply 21 
provided with a list of the final activities planned by the IAs for the upcoming year(s), as decided 22 
in the meeting.  However, for the 2004 coordination meeting, bilateral IAs were invited to 23 
participate via conference call.  This invitation was intended to better integrate the bilateral 24 
agencies into the business planning process, and to identify potential overlap between planned 25 
activities before submitting the business plans to the ExCom.  However, while some bilateral IAs 26 
submitted their business plans, no bilateral agencies participated in the meeting. 27 

• Coordination efforts by IAs.  Extensive efforts have been undertaken by all IAs to prevent 28 
possible overlaps.  For example, UNEP indicated in its 2004-2006 business plan the specific 29 
activities it had performed to maximize cooperation and eliminate possible overlaps, including: 30 

a. Participation in the Inter-Agency Coordination Meeting (Montreal, 5-6 February 2004); 31 

b. Following written and oral guidance of the Multilateral Fund Secretariat; 32 

c. Reviewing available submissions of the other Implementing Agencies and bilateral agencies; 33 

d. Direct and informal discussions with the agencies; and 34 

e. Sharing UNEP’s draft Business Plans Annex I (Country-by-Country Activities to be implemented by CAP 35 
Staff in 2004) with the other agencies for comment (UNEP/OzL.Pro/ExCom/42/9). 36 

• ExCom’s project review and decision-making.  In its review of the IAs’ business plans and 37 
work programmes, the ExCom verifies that there is no overlap of projects.  In addition, the ExCom 38 
has repeatedly urged the multilateral and bilateral IAs to take steps to avoid overlap, and has 39 
taken decisions to minimize the potential for duplication of efforts, as outlined in Section 4.8.1.  40 
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The efforts by the Secretariat, IAs, and ExCom to identify and resolve potential overlap have been 1 
largely successful, and there are many positive examples of avoided overlap, including the following2:   2 

• At the 33rd Meeting of the Executive Committee, three incidences of potential overlap were 3 
identified and resolved before any overlap resulting in additional costs occurred.   4 

• At the 36th Meeting of the Executive Committee, 15 cases of potential overlap were discovered 5 
and resolved before any overlap resulting in additional costs occurred.   6 

• At the 42nd Meeting of the Executive Committee, 10 incidences of potential overlap were identified 7 
and resolved before any overlap resulting in additional costs occurred.   8 

Occurrence of activity overlap 9 

The Secretariat, IAs, and ExCom have been effective in both identifying and resolving potential 10 
overlap before project preparation funding is approved.  While overlaps in project identification 11 
indicate duplication of efforts across IAs, the investigation into, and resolution of, identified potential 12 
overlap activities does not translate into additional administrative costs for the Fund because the 13 
identification and resolution of such potential overlaps is part of the Secretariat’s monitoring duties 14 
under its fixed cost agreement. 15 

If activity overlap was to occur, it would result in additional costs to the Fund.  However, it is believed 16 
that there are no identified recent cases of significant overlap of projects that have been approved 17 
and/or implemented, and thus no additional costs have been incurred. 18 

In addition, while the potential for increased incidence of overlap was identified when national and 19 
sectoral phase-out plans began to be proposed, these all-encompassing plans may in fact reduce 20 
overlap by making duplication more transparent.  For example, if one IA is implementing a 21 
refrigeration sector phase-out plan in a country, overlap may be apparent if another IA proposes an 22 
individual project in the refrigeration sector in that same country.   23 

Definition of roles 24 

The expected roles of UNEP, UNDP, and the World Bank were clearly defined at the 2nd Meeting of 25 
the Executive Committee as follows: 26 

d) The United Nations Environment Programme shall be invited by the Executive Committee to co-operate and assist 27 
in political promotion of the objectives of the Protocol, as well as in research, data gathering and the clearing-28 
house functions which are identified as follows: 29 

i. assist Parties operating under paragraph 1 of Article 5, through country specific studies and other 30 
technical co-operation, to identify their needs for co-operation; 31 

ii. facilitate technical co-operation to meet these identified needs; 32 

iii. distribute, as provided for in Article 9, information and relevant materials, and hold workshops, training 33 
sessions, and other related activities, for the benefit of Parties that are developing countries; and 34 

iv. facilitate and monitor other multilateral, regional and bilateral co-operation available to Parties that are 35 
developing countries. 36 

e) The United Nations Development Programme shall be invited by the Executive Committee to co-operate and 37 
assist in feasibility and pre-investment studies and in other technical assistance measures; 38 

                                                     
2 Sources: UNEP/OzL.Pro/ExCom/33/20, UNEP/OzL.Pro/ExCom/33/21, UNEP/OzL.Pro/ExCom/33/22; 
UNEP/OzL.Pro/ExCom/36/9, UNEP/OzL.Pro/ExCom/36/10, UNEP/OzL.Pro/ExCom/36/11, 
UNEP/OzL.Pro/ExCom/36/12, UNEP/OzL.Pro/ExCom/36/13, UNEP/OzL.Pro/ExCom/36/17/Rev.1, 
UNEP/OzL.Pro/ExCom/36/28/Corr.1, UNEP/OzL.Pro/ExCom/36/20, UNEP/OzL.Pro/ExCom/36/21, 
UNEP/OzL.Pro/ExCom/36/22; UNEP/OzL.Pro/ExCom/42/7, UNEP/OzL.Pro/ExCom/42/9, 
UNEP/OzL.Pro/ExCom/42/11, UNEP/OzL.Pro/ExCom/42/10. 
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f) The World Bank shall be invited by the Executive Committee to co-operate and assist in administering and 1 
managing the programme to finance the agreed incremental costs. (UNEP/OzL.Pro/ExCom/2/5/Rev.1) 2 

In addition to the unique mandates of each IA, over time, the IAs have developed expertise in certain 3 
sectors that are sometimes outside of the expected roles.  For example, based on their work 4 
experience, UNDP has developed expertise in the foam sector, UNIDO in methyl bromide, and the 5 
World Bank in the production and refrigeration sectors.  UNEP has become an expert on non-6 
investment activities, as is appropriate given its mandate.   7 

While bilateral IAs do not have defined roles, they too have developed niches.  For example, 8 
Germany has prepared many refrigerant management plans (RMPs) for African countries, and Japan 9 
may also be developing a niche in RMPs.  This definition of roles and niches helps prevent overlap 10 
during the business plan development process, as the types of projects that each IA is likely to 11 
propose can be anticipated.   12 

Streamlined IA activities 13 

IA activities have been streamlined to ensure that potential overlap is identified and addressed prior to 14 
project approval.  However, additional opportunities for further coordination and streamlining may 15 
exist, particularly in the earlier stages of project planning.  More information could also be shared on 16 
the quality of suppliers and consultants during the IAs’ procurement processes.  For example, while 17 
the World Bank does not maintain a roster of suppliers and consultants, UNDP and UNIDO use 18 
common rosters of the UN System to which procurement personnel of the World Bank also have 19 
access (UNEP/OzL.Pro/ExCom/40/10).  To make use of these rosters and avoid IA duplication of 20 
efforts, the ExCom requested IAs to exchange information on the capacity, efficiency and experience of suppliers 21 
and consultants in delivering projects (Decision 40/5 in: UNEP/OzL.Pro/ExCom/40/50).  22 

Evaluation by performance metric 23 

Based on the findings presented above, the achievement of each performance metric was evaluated 24 
using identified criteria, and performance was scored based on the system described in the 25 
Methodology chapter of this report.  This performance summary is provided in Exhibit 4-57. 26 

Exhibit 4-57.  Performance Summary 27 

Metric Result Justification 
IA project development 
processes address potential 
activity overlap 
 

5 Strengths 
 Annual business planning process identifies and resolves 

most potential overlap. 
 Attempts have been made to integrate the bilateral IAs into 

the business planning process. 
Weaknesses 

 None.  
Minimal occurrence of 
overlap 

5 Strengths 
 Significant overlap in recently approved and/or 

implemented projects has been largely prevented, 
indicating that the Fund does not incur significant 
additional costs associated with overlap activities. 

 Although overlap occurs at the project identification level, 
there are minimal to no cost implications. 

Weaknesses 
 None. 
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Metric Result Justification 
Clear definition of roles 4 Strengths 

 Roles and niches have been identified for most IAs. 
Weaknesses 

 Some cross-over of roles among IAs still exists. 
 Because bilateral IAs do not have expected roles and 

sometimes have less history than multilateral IAs 
implementing projects under the Fund, the roles of bilateral 
IAs can be less predictable.  This can lead to potential 
incidences of project overlap—particularly because they 
have not been actively involved in inter-agency 
coordination meetings. 

Streamlined IA activities 5 Strengths 
 Systems are in place to streamline IA activities, although 

additional opportunities for streamlining exist. 
Weaknesses 

 None. 

4.8.3 Recommendations 1 

This section presents the recommendations and specific actions that the IAs, the ExCom and the 2 
Secretariat may take relevant to this TOR area, organized by performance metric. 3 

Degree to which IA project development processes address potential overlap 4 

 Continue to hold annual Inter-Agency Coordination Meetings and to invite bilateral IAs to 5 
participate 6 

No recommendation for new action is necessary.  The Secretariat should continue to hold Inter-7 
Agency Coordination Meetings at the beginning of each year.  IAs should coordinate their work to the 8 
maximum extent possible both before and during the coordination meetings.  For example, IA 9 
authorization letters from country governments can be brought to the coordination meetings, to 10 
endeavour to eliminate overlap in business plans prior to ExCom submission. 11 

To avoid overlap in project identification and to enhance collaboration, bilateral agencies should 12 
endeavour to submit business plans to the Secretariat before the annual Inter-Agency Coordination 13 
Meeting and attempt to attend the meeting via teleconference, if possible.  To this end, the Secretariat 14 
should also continue to encourage the participation of bilateral IAs in coordination meetings.  15 
Invitations should be sent via e-mail and fax to all bilateral IAs in ample advance of the annual Inter-16 
Agency Coordination Meeting, informing the bilateral IAs of the exact date and time of the meeting, 17 
issues to be discussed, and the teleconference number.  If bilateral IAs cannot attend the 18 
teleconference, they should send their draft business plans or, at minimum, a brief list of proposed 19 
projects and project locations for the upcoming year and/or triennium.   20 

Occurrence of overlap 21 

 Participate in discussions to harmonize work before Inter-Agency Coordination Meetings 22 

No recommendation for new action is necessary.  While the Inter-Agency Coordination Meetings 23 
provide an excellent forum to address overlap, other opportunities exist to increase coordination in 24 
this area.  In particular, IAs should continue to coordinate during regional network meetings and 25 
country consultations, to prevent duplication of effort in advance of the annual Inter-Agency 26 
Coordination Meeting.   27 
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Definition of roles 1 

 Continue to propose projects in their areas of expertise 2 

No recommendation for new action is necessary.  Multilateral and bilateral IAs should continue to 3 
propose and implement projects in sectors and countries in which they have developed expertise.  If 4 
potential overlap is identified in business plans, the Secretariat and ExCom should consider 5 
delegating the project to the more cost-effective IA, with an eye to the relative expertise and/or 6 
experience of the IAs in the particular sector or country.  7 

Streamlined IA activities 8 

 Increase sharing of information to avoid overlap and streamline processes 9 

No recommendation for new action is necessary.  However, additional opportunities to streamline IA 10 
activities may exist.  For example, during the procurement process, IAs should share information on 11 
the quality of technologies and business performance of suppliers and consultants.  For example, 12 
information sharing could be facilitated through the creation of a common database, accessible by IAs 13 
via the intranet, which lists suppliers and consultants and includes IAs feedback on each one.  This 14 
would not only assist the procurement process for IA staff, but it would also maximize project success 15 
by ensuring that poor technologies or difficult contractors would not be employed.   16 

Exhibit 4-58 summarizes the recommendations to minimize overlap and proposes actions to improve 17 
the business planning process and other processes to avoid duplication of efforts.  18 

Exhibit 4-58.  Summary of Recommendations 19 

General Recommendation Recommended Action 

IA project development processes address potential activity overlap 

 Continue to hold annual Inter-Agency 
Coordination Meetings and to invite and 
encourage bilateral IAs to participate. 

 No recommendation for new action is necessary.  

Minimal occurrence of activity overlap 

 Continue to participate in inter-agency discussions 
prior to Inter-Agency Coordination Meetings. 

 No recommendation for new action is necessary.  

Clear definition of roles 

 Continue to propose projects in areas of 
expertise. 

 No recommendation for new action is necessary. 

Streamlined IA activities  

 Continue to increase the sharing of information to 
avoid overlap and streamline processes. 

 No recommendation for new action is necessary. 

 20 

Chapter 4 Attachments 21 



Exhibit 4-44.  IAs’ Average Targeted and Actual Fund Disbursement for Investment Projects (million 
US$), 1998-2002
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Exhibit 4-45.  IAs’ Average Targeted and Actual First Disbursement for Non-Investment Projects 
(million US$), 1998-2002
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Exhibit 4-46.  IAs’ Average Targeted and Actual Speed of First Disbursement for Investment Projects 
(months), 1998-2002
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Exhibit 4-47.  IAs’ Average Targeted and Actual Speed of First Disbursement for Non-Investment 
Projects (months), 1998-2002
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Exhibit 4-48.  Funding Disbursal Delay for Investment Projects by Sector 
(number of projects and average months beyond 18)
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Exhibit 4-49. Funding Disbursal Delay by IA (number of projects and average months beyond 18)
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Exhibit 4-50.  Actual vs. Expected Project Duration for Investment Projects, by Sector
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Exhibit 4-51.  Actual vs. Expected Project Duration for Non-Investment Projects, by Type
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Exhibit 4-53.  Outstanding Balances by IA (thousand US$), November 2003
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5 FUND MANAGEMENT 1 

The Treasurer of the Multilateral Fund (the Fund) collects donor contributions, invests funds, and 2 
disburses payments to multilateral and bilateral implementing agencies (IAs).  To track these 3 
activities, the Treasurer keeps records and prepares reports.  4 

This chapter reviews Fund management by the Treasurer, exploring the following two Terms of 5 
Reference (TOR) areas in detail: 6 

 TOR Area 4a: Past experience of fund management as performed by the Treasurer (Section 7 
5.1); and 8 

 TOR Area 4b: Comparison of fund management and financial practices with other funds, 9 
namely the Global Environment Facility (GEF) and development banks (Section 5.2). 10 

5.1 Terms of Reference Area 4a: Fund Management Performance by the 11 
Treasurer  12 

The term of reference evaluated in this section is: assess past experience of Fund management, as 13 
performed by the Treasurer.  Accordingly, this section evaluates the past performance of the 14 
Treasurer in terms of prudent investment of replenished funds, policies regarding and speed of 15 
disbursements, and efficiency/effectiveness of financial reporting and documentation processes.  16 
Exhibit 5-1 presents the relevant documents and decisions referenced in this assessment.  17 

Exhibit 5-1.  Relevant Documents and Decisions 18 

 UNEP/OzL.Pro/ExCom/42/54: Report of the Forty-Second Meeting of the Executive Committee of the Multilateral 
Fund for the Implementation of the Montreal Protocol, Annex I, Status of the Fund as at 26 March 2004, Report 
from the Treasurer. 

 UNEP/OzL.Pro/ExCom/42/3: Status of contributions and disbursements (status of the Fund as at 15 February 
2004, Report from the Treasurer). 

 UNEP/OzL.Pro/ExCom/41/3/Rev.1: Status of contributions and disbursements report from the Treasurer (Status 
of the Fund as at 15 December 2003). 

 UNEP/OzL.Pro/ExCom/42/46: Reconciliation of 2002 accounts of the Multilateral Fund (Follow-up to Decision 
41/10(B). 

 UNEP/ OzL.Pro/ExCom/41/12: 2002 accounts of the Fund (Decisions 40/8 and 40/14).  
 UNEP Policy 41: Multilateral Fund for the Implementation of the Montreal Protocol; "Policies, Procedures, 

Guidelines and Criteria (as at December 2003)."  
 UNEP/OzL.Pro/ExCom/42/48: Rate of return on UNEP’s Fund investments, follow-up to Decision 41/3(f).  
 UNEP/OzL.Pro/ExCom/42/6: Consolidated 2004-2006 business plan of the Multilateral Fund. 
 UNEP/OzL.Pro/ExCom/42/4: Financial planning (Including the funding window and status of forward 

commitments).  
 UNEP/OzL.Pro/ExCom/13/6: Interim review of the implementation of the Fixed Exchange Rate Mechanism.   
 UNEP/OzL.Pro/ExCom/42/49: Treatment/encashment of Promissory Notes (Follow-up to Decision 41/4).  
 UNEP/OzL.Pro/ExCom/42/11: Project Balances. 
 UNEP/OzL.Pro/ExCom/42/47: New Agreement between UNEP and the Executive Committee (Follow-up to 

Decision 41/3(b)).  

To guide this assessment, the following performance metrics were applied:  19 

• Fiduciary responsibility is exercised to donors and recipients; 20 

 Offset of outstanding pledges 21 

 Presentation of financial data 22 



Evaluation of the Financial Mechanism of the Montreal Protocol                 ICF Consulting 

 DRAFT Last saved on: 6/22/2004 10:35 PM  DO NOT QUOTE OR CITE  
161

 Promissory notes and FERM 1 

 Investment strategy 2 

• Activities are transparent; 3 

• Transfers and disbursements are timely; 4 

• Communication with donors and recipients is adequate; and 5 

• Recordkeeping is adequate. 6 

This remainder of this chapter is organized as follows: 7 

 Section 5.1.1 describes the policy and organizational history of Fund management by the 8 
Treasurer;  9 

 Section 5.1.2 presents findings and a summary evaluation of the Treasurer’s performance by 10 
performance metric; and 11 

 Section 5.1.3 provides recommendations based on the findings.  12 

5.1.1 Policy History  13 

The position of Fund Treasurer was established to keep records and administer funds, while the 14 
Executive Committee (ExCom) and Fund Secretariat exercise operational authority.  UNEP is the 15 
Fund Treasurer, and also acts as an Implementing Agency (IA).  Although UNEP has served as 16 
Treasurer since 1991, its treasury function has been conducted out of Nairobi, Kenya, under contract 17 
with the United Nations Office at Nairobi (UNON) since 1995.   18 

As Fund Treasurer, UNEP is responsible for receiving and administering contributions, disbursing 19 
funds to the Secretariat and IAs based on the direction of the ExCom, and investing funds held in 20 
reserve.  From 1991 to 2003, UNEP served as Treasurer at no cost.  In response to UNEP’s request 21 
for payment in 2003, it was reimbursed US$301,000, beginning 1 September 2003 (Decision 40/3 in 22 
UNEP/OzL.Pro/ExCom/40/50).  At the 42nd Meeting of the Executive Committee, UNEP requested 23 
additional funds for its treasury role, and a new 5-year agreement was eventually negotiated between 24 
the ExCom and UNEP, providing US$500,000 annually, beginning on 1 April 2004 (Decision 42/42 in 25 
UNEP/OzL.Pro/ExCom/42/54).  26 

The Treasurer keeps track of various forms of Fund contributions, including cash payments in 27 
convertible currency), bilateral cooperation, and promissory notes, which were first introduced in 28 
1993.  Please see TOR 5c in Chapter 6 for more information on promissory notes and the Fixed 29 
Exchange Rate Mechanism (FERM). 30 

In addition, at the beginning of every Meeting of the Executive Committee, the Treasurer advises on 31 
level of funding available, both as initial Income and, after Allocations and Provisions, verifies a 32 
positive Balance Left for New Allocations.   33 

The remainder of this section provides policy background on the following topics:  34 

 Sources of funds;  35 

 Allocation of funds; and 36 

 Financial reporting and documentation processes.  37 

Sources of funds  38 

Fund income comes from a variety of contributions from donor countries—namely, cash payments, 39 
bilateral cooperation, and promissory notes, described in detail in Chapter 6 of this report (discussion 40 
of TOR area 5c)—as well as through interest payments earned on funds held and miscellaneous 41 
income.  42 

Exhibit 5-2 presents the sources of Fund income for years 1991-2002.  As of 26 March 2004, donor 43 
contributions to the Fund from non-Article 5 Parties totaled US$1,888 million. 44 
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Exhibit 5-2.  Sources of Fund Income for 1991-2002 (Million US$ and percent) 1 

 Cash 
Payments 

Interest 
Earned 

Promissory 
Notes Held 

Bilateral 
Cooperation 

Misc. 
Income 

Total 
Income

Million US$ $1,327.3 $132.5 $77.6 $61.4 $5.1 $1,603.9
Percent of Total Income 82.8% 8.3% 4.8% 3.8% 0.3% 

Source: UNEP/OzL.Pro/ExCom/42/54. 2 

As shown above, the majority of Fund income (over 80 percent) is from cash payments from donor 3 
countries, although income from promissory notes has increased notably in recent years.  In addition, 4 
Exhibit 5-2 illustrates that interest earnings have also contributed significantly to the Fund, accounting 5 
for approximately 8 percent of total Fund income over the years.   6 

Pledged contributions 7 

To better see the relationship between pledged contributions and income, Exhibit 5-3 presents the 8 
historical record of sources of funds for three-year periods, or the triennia that the Fund recognizes.  9 
Note that for 2003, a single year is shown.   10 

Exhibit 5-3.  Historical Sources of Funds: Donor Contributions and Income 11 

[See attached] 12 

Source: UNEP/OzL.Pro/ExCom/42/54 13 

Nonpayment by donors historically has been partially, and sometimes entirely, offset by other income, 14 
including interest earned.  For most periods shown, outstanding pledges are offset by interest earned, 15 
such that the total amount pledged and the income reported for the period are nearly equal.  However, 16 
in 2003, outstanding pledges totaled US$31.5 million, while other income interest and miscellaneous 17 
income yielded only US$7.6 million.  To this end, it is expected that additional pledges for 2003 will be 18 
received. 19 

In reviewing pledged contributions from donor countries, it is apparent that certain countries with 20 
economies in transition (CEITs) have lagged in their payments.  Exhibit 5-4presents total outstanding 21 
pledges, highlighting those from CEITs, including Azerbaijan, Belarus, Bulgaria, Czech Republic, 22 
Estonia, Georgia, Hungary, Latvia, Lithuania, Poland, Russian Federation, Slovakia Republic, 23 
Slovenia, Tajikistan, Turkmenistan, Ukraine and Uzbekistan.  Those CEITs that are fully paid through 24 
2003 include Bulgaria, Czech Republic, Estonia, Hungary, Latvia, Slovak Republic, and Slovenia.  25 
Exceptionally, Georgia was not charged, so has no outstanding balance.  26 

Exhibit 5-4.  Outstanding Pledges versus CEIT share (1991-2003, at 26 March 2004) 27 

[See attached] 28 

 29 

As shown in Exhibit 5-4, the outstanding contributions due from CEITs roughly equaled the 30 
outstanding pledges for 1991 through 1996, and in the 1997-1999 timeframe, the CEIT share peaked 31 
in absolute terms at US$33 million.  By 2000-2002, the share of outstanding contributions from CEITs 32 
decreased in absolute terms (to US$10.3 million), which is more than twice as large as total 33 
outstanding pledges because some CEIT countries with balances did not pledge notes, pay in cash, 34 
or make any payment.  By 2003, outstanding contributions from CEITs fell to roughly 10 percent of 35 
total pledges outstanding.   36 

Interest earned and return of balances and interest 37 

Interest earned is considered a source of funds and one component of income to the Fund.  Interest is 38 
earned both by the Treasurer on the Fund balance and by IAs on their balances.  When funds are 39 
received, the Treasurer ensures that they are invested if they are not needed for immediate 40 
disbursement and use by IAs.  As of 2001, the United Nations Treasury has managed all investments 41 
as a pool, instead of managing the investments of different UN offices separately.  In providing 42 
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Treasury services to the MLF, UNEP is part of the pool (UNEP/OzL.Pro/ExCom/42/48).  The UN 1 
Treasury has implemented this policy because it allows a longer term approach to investing, which 2 
reduces risk by allowing the investor to diversify into various securities and invest over a range of 3 
maturities and interest rates.   4 

Exhibit 5-5   Average Annual Rate of Return on UNEP Investments 5 

2001 2002 2003 
5.6% - 5.8% 4.4% - 4.4% 2.7% - 3.2% 

UNON calculated average rates of return as shown above in Exhibit 5-5 by comparing interest earned 6 
to the previous month's average balance and by comparing annual interest rates to average annual 7 
balances.  The year 2003 shows a wider range due to variability in sums invested and in rates earned 8 
during that year.   9 

Return of unused balances is also a source of funds and is recognized at every ExCom meeting.  IAs 10 
are asked to return un-obligated balances from completed projects within 12 months of project 11 
completion.  The Secretariat confirms the completed project with a balance or makes an adjustment to 12 
the project and reflects this change in the Fund's balance.  Thus, the balances returned are effectively 13 
offset against new approvals.   14 

Allocation of funds 15 

Exhibit 5-6 presents the allocation of Fund resources during the period 1991-2002 to the various IAs, 16 
operational expenses of the ExCom and Secretariat, and losses from the use of the FERM.  After 17 
accounting for allocations and provisions of funds for projects, activities, and expenses, the balance of 18 
the Fund in March 2004 was US$84.2 million.  19 

Exhibit 5-6. Cumulative Sources and Uses of Funds, 1991 - 2002 (Million US$) 20 

[See attached] 21 

Source: UNEP/OzL.Pro/ExCom/42/46; UNEP/OzL.Pro/ExCom/42/54  22 

As shown, among multilateral IAs, the World Bank has received the largest share of funding, and 23 
UNEP has received the smallest share.  From 1991 to 2002 multilateral IAs were allocated 24 
US$1,369.7 million (including support costs), or 85 percent of all available funds.  Bilateral 25 
cooperation has received approximately 4 percent of the total budget, while ExCom/Secretariat 26 
expenses received about 2 percent.   27 

Implemented on 1 January 2000, the FERM has largely led to financial losses.  Indeed, between 2000 28 
and 26 March 2005, the Treasurer’s provision for FERM losses totals almost US$8.5 million, although 29 
US$1.45 million was gained between 15 February 2004 and 26 March 2004 due to a fall in the value 30 
of the dollar (UNEP/OzL.Pro/ExCom/42/54, Annex I and UNEP/OzL.Pro/42/3).   31 

Disbursement of funds 32 

Typically, following the approval of a project by the ExCom, if funds are available, the Treasurer 33 
disburses the approved funds to the IA concerned.  The source of funding can be cash, promissory 34 
notes, or interest earned/balances returned.  Approximately 80 percent of disbursements are made in 35 
cash with the remaining 20 percent made in promissory notes. 36 

Throughout the history of the Fund, the Treasurer has generally had funds available to transfer after 37 
the approval of a project, with two exceptions: the 15th and 23rd meetings.  In 1995, at its 15th meeting, 38 
the ExCom established a project approval category of "cleared for approval pending availability of 39 
funds."  When funds became available, the Treasurer, working through the Secretariat, notified 40 
ExCom members and released funds to the IA involved, recording the release in that year's financial 41 
report.  Similarly, when funds became available after the 23rd meeting, the Treasurer released funds 42 
to the IAs involved, delaying the transfer only a few months. 43 
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Financial reporting and documentation processes    1 

In the matter of financial reporting, significant Fund records include the Treasurer's records of donor 2 
country contributions, the Secretariat's Inventory of Approved Projects, IA progress reports submitted 3 
to the Secretariat, and the annual Agency Account reports submitted to the Treasurer.  The 4 
Secretariat's Inventory and IA progress reports provide substantial financial detail which is used by 5 
the Treasurer.  A Trust Fund Statement, which is a cumulative statement of revenue and expense is 6 
also prepared by the Treasurer, and is a reconciled account based on information provided in the 7 
accounts of the IAs and the Secretariat's Inventory.   8 

The Treasurer’s Trust Fund Statement can be best described as falling between a cash flow 9 
statement and the non-profit version of an income statement.  Instead of an earnings statement, not-10 
for-profit organizations produce a statement of revenues and expenses, which results in "excess of 11 
revenues over expense" or a "net financial result” rather than profit.   12 

The Fund’s Trust Fund Statement shows donor contributions plus bilateral contributions and interest 13 
earned as income.  From income, allocations and provisions to IAs for projects and certain expenses 14 
are subtracted to yield the “trust fund balance left for new allocations.” 15 

The Trust Fund Statement is a cumulative statement, covering the period from 1991 through the 16 
present, and does not report each year or each three year period (triennium) separately.  17 

5.1.2 Findings and Evaluation 18 

This section presents findings based on review of the Treasurer’s performance.  The remainder of this 19 
section is organized as follows:  20 

 Findings by metric explains in greater detail the findings and their implications; and  21 

 Evaluation by performance metric provides an overall assessment of the Treasurer’s 22 
performance on each metric, including scoring.  23 

Findings by metric  24 

In review of the Treasurer's Performance to provide Fund management, the following observations 25 
are noted, organized by performance metric.  26 

Fiduciary responsibility to donors and recipients 27 

Offset of outstanding pledges  28 

The Treasurer recognizes revenue comprising cash payments, bilateral assistance, and promissory 29 
notes held, and then attempts to offset nonpayment with interest income and miscellaneous income.  30 
Miscellaneous income is derived largely from the annual cost differential payments made by the 31 
Government of Canada, as well as payments made by other host governments according to 32 
agreements regarding specific meetings.  This procedure generally has worked to date.   33 

Exhibit 5-7 shows pledges outstanding versus pledged contributions from 1991 through 2003 34 
(although further payments are likely for 2003).  The trienniums show pledges outstanding ranging 35 
from 1.1 to 10.4 percent, with a cumulative average of 6.7 percent.   36 

Exhibit 5-7:  Outstanding Pledges as a Fraction of Pledged Contributions (at 26 March 2004) 37 

 1991-93 1994-96 1997-99 2000-02 1991-2002 2003 
Pledged contributions (US$ millions) $234.93 $424.84 $472.57 $440.00 $1,573.34 $158.00
Pledges outstanding (US$ millions)* $24.54 $31.38 $45.41 $4.70 $106.03 $31.53 
Percentage 10.4% 7.4% 9.6% 1.1% 6.7% 20.0% 

*Excludes disputed amounts. 38 
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Source: UNEP/OzL.Pro/ExCom/42/54 Annex I 1 

Presentation of financial data 2 

The Treasurer prepares the Trust Fund Statement as a cumulative statement from 1991 through 3 
present rather than as an annual or three-year statement.  The ExCom and Secretariat also prepare 4 
budgets and operating reports on a consolidated basis, as is reasonable given that the very goal of 5 
the Montreal Protocol is to reduce ODS in a cumulative process.   6 

That said, the cumulative report becomes more difficult with time, as cumulative records on donor 7 
contributions and IA projects run from 1991 through present.  Thus, by 2010, the records will include 8 
twenty years of contribution and income data.  However, as projects are completed and unpaid 9 
balances returned, the Treasurer should be dealing with only a few years of project data at a time.  10 

In addition, cumulative results may obscure problems in particular periods, making it difficult for the 11 
ExCom to “see” current developments. 12 

Additionally, some ExCom members have required further clarification of some of the financial data 13 
presented by the Treasurer.  At the 42nd Meeting of the Executive Committee in March 2004, for 14 
example, some members requested that the Treasurer add several columns to the financial reports to 15 
clarify the information provided.  Members indicated that a separate column showing loss or gains 16 
resulting from the Fixed Exchange Rate Mechanism (FERM) under “total income/allocations of the 17 
Fund” would be one helpful change.   18 

Promissory notes and FERM 19 

In 1993, the first promissory notes were introduced, and this form of contribution was eventually 20 
accepted as a legitimate payment modality within the Fund.  In March 1994, at the 12th Meeting of the 21 
Executive Committee, an encashment schedule for promissory notes was adopted, which required 22 
that one-sixth of the previous year's promissory notes be encashed in January and July of the 23 
following three years (UNEP/OzL.Pro/ExCom/12/37).  In 1998, at the 25th Meeting of the Executive 24 
Committee, use of promissory notes in lieu of cash was found to be affecting the Fund’s operational 25 
needs, and the Treasurer was granted the authority to encash promissory notes on an accelerated 26 
basis—specifically, on a pro rata basis over all notes received and after advance notice to donor 27 
countries.   28 

As of 2001, 17 countries were using the FERM, including: Australia, Austria, Belgium, Canada, Czech 29 
Republic, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Luxembourg, New Zealand, 30 
Sweden, Switzerland, and United Kingdom (UNEP/OzL.Pro./13/6).   31 

Potential disadvantages with respect to promissory notes include the following: 32 

• No interest is earned on promissory notes;   33 

• They are more cumbersome than cash; 34 

• Ever-changing market conditions make it difficult to try to time encashment to maximize return, 35 
and project funds are typically needed immediately;  36 

• While the FERM did increase payment rates, payments were shifted to the second half of the 37 
year, practically negating any improvement; and 38 

• The Fund pays the losses from FERM resulting from conversion from local currency to the US 39 
dollar (which are variable depending on the strength of the US dollar).  Thus, the FERM puts a 40 
potentially large, open-ended loss on the Fund books should the dollar rise, reducing funding left 41 
for new projects.   42 

Investment strategy  43 

The Treasurer follows a prudent policy of investing surplus funds through the UN pool, with the UN 44 
Treasurer.  While interest earned is not high, on an absolute basis, the level of risk is low and funds 45 
are safe, which is the prime concern to donor countries, IAs, and project recipients.  In addition, 46 
investments are more diversified, reducing risk.   47 
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Additionally, the pool is advantageous for the Fund Treasurer because funds from donor countries will 1 
almost all be needed and in a relatively short time period.  Without the pool, the Treasurer would have 2 
to invest more conservatively, likely earning a lower return on investments.   3 

Transparency of activities 4 

In the Final Draft Agreement between the ExCom and UNEP, regarding UNEP’s contract to serve as 5 
Treasurer for the next five years, UNEP is required to design and maintain a financial reporting 6 
system that is transparent and consistent, to ensure comparability and reconciliation with other 7 
elements in the system (UNEP/OzL.Pro/ExCom/42/47).  These elements include the Secretariat's 8 
Inventory of Approved Projects and IA progress reports, as submitted to the Secretariat.  The 9 
Treasurer intends to bring its accounts in line with the UN Integrated Management Information System 10 
(IMIS) standards, while taking into account the specific reporting requirements of the ExCom.  While 11 
much of this adaptation has already taken place through the rationalization of aspects such as 12 
promissory notes, the Treasurer is currently investigating the use of standardized promissory note 13 
formats and encashment schedules, routine financial reporting from the IAs through the Secretariat to 14 
the Treasury, and other elements of a transparent financial reporting system.  15 

Regarding internal office operating procedures, when the long-time, highly experienced Treasurer 16 
recently resigned, critical institutional knowledge and memory was lost, rendering the transition to 17 
another Treasurer difficult.  Clearly, there is a need for the Treasurer to document and record policies, 18 
procedures, and practices to facilitate such inevitable transitions.   19 

Timeliness of transfer and disbursement 20 

When funds are available, the Treasurer typically disburses them in less than eight weeks, and often 21 
in much less time.  In particular, funds are generally disbursed to UNEP within a week of approval.  If 22 
cash is not available, the ExCom approves the project pending availability of funds; once such funds 23 
become available, the Treasurer disburses them to the appropriate IA.   24 

Communication with donors and recipients 25 

In the Final Draft Agreement between UNEP and the ExCom regarding UNEP’s role as Treasurer, the 26 
Treasurer is responsible for certain communications, including sending bills to donor countries, 27 
reminding them how much and where to pay, sending receipts when contributions are received, and 28 
sending reminder notices as necessary when countries have not paid (UNEP/OzL.Pro/ExCom/42/47).  29 
After receiving ExCom approval, the Treasurer disburses funds to IAs.  The IAs, in turn, send the 30 
Treasurer an annual agency account report.  The IAs also provide the Treasurer with intermittent un-31 
audited financial statements throughout the year. 32 

Adequacy of recordkeeping 33 

The Treasurer prepares a record of donor country contributions and IA disbursements, based on 34 
annual account reports submitted by IAs to the Treasurer.  From the contributions as “sources of 35 
funds,” and the IA “allocations as uses of funds,” as well as other records, the Treasurer prepares a 36 
cumulative Trust Fund Statement, which is a cumulative statement of revenue and expense (from 37 
1991 to the present).  The Treasurer's account is reconciled with the Secretariat's Inventory of 38 
Approved Projects and with progress reports sent by the IAs to the Secretariat.   39 

Typically, discrepancies in reconciliation tend to involve timing (e.g., when project approval occurs late 40 
one year and funds are transferred the next year), disputed start-up costs, IA inclusion of promissory 41 
notes held by the Treasurer, and IA inclusion of support costs in progress reports.  These problems 42 
are not complicated and are generally resolved quickly.   43 

Evaluation by performance metric 44 

Based on the findings presented above, the achievement of each performance metric was evaluated 45 
using identified criteria, and performance was scored based on the system described in the 46 
Methodology chapter of this report.  This performance summary is provided in Exhibit 5-8. 47 
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Exhibit 5-8.  Performance Summary 1 

Metric Result Justification 
Fiduciary responsibility  4  Average of scores for sub-metrics (below). 

 Offset of outstanding pledges 5 Strengths 
 The Treasurer has largely offset outstanding pledges 

with interest income and miscellaneous income.  
Weaknesses 

 None.  
 Presentation of financial data 4 Strengths 

 Trust Fund Statements of income vs. allocations and 
provisions are carefully prepared, detailed, and 
accurate. 

 The Treasurer provides annual and three-year break-
out summaries on “sources of funds,” including donor 
country contributions, bilateral contributions, interest 
income and miscellaneous income.  

 The Treasurer provides cumulative break-out 
summaries on “uses of funds,” including allocations to 
agencies, ExCom and audit and other fees, FERM 
losses, and balance left for new allocations.   

 Large, multi-year projects are accommodated on a 
cumulative basis.  

 ExCom and Secretariat data are often expressed on a 
cumulative basis, so preparing the Financial Results 
by the Treasurer on a cumulative basis is consistent 
and easily understood. 

Weaknesses 
 Use of cumulative income and allocations makes for 

large sums that obscure individual years. 
 Some ExCom members have requested clarification of 

some financial data.   
 Promissory notes and FERM 3 Strengths 

 The option of promissory notes has increased 
payment by donor countries in the 2002-2005 
triennium. 

Weaknesses 
 In encashing promissory notes, market conditions are 

not taken into account. 
 No interest is earned on promissory notes.  
 Theoretically, FERM losses may be offset by gains 

when the dollar falls, but the incentive is for donor 
countries to capture gains for themselves.   

 Investment strategy 5 Strengths 
 By investing with the UN pool, funds are diversified, 

invested at reduced risk, and earn a slightly better 
return than if all funds were invested short-term by the 
Treasurer.   

Weaknesses 
 The Treasurer has less control by investing as part of 

pool rather than independently. 
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Metric Result Justification 
Transparency of activities 3 Strengths 

 In its new agreement with the ExCom, as Treasurer, 
UNEP will design and maintain a financial reporting 
system for the Fund that is transparent and consistent, 
to promote comparability and reconciliation with the 
Secretariat, ExCom, and IAs.   

Weaknesses 
 In the past, transitions between Treasurers have been 

difficult because internal policies and procedures have 
not been adequately documented. 

Timeliness of transfer and 
disbursement 

5 Strengths 
 Upon ExCom approval, when funds are available, the 

Treasurer disburses them in less than eight weeks to 
the IA.   

 ExCom approves projects pending availability of 
funds; Treasurer only disburses funds once they are 
available.   

Weaknesses 
 None. 

Communication with donors and 
recipients 

5 Strengths 
 The Treasurer informs donor countries of their 

obligations each year, sends receipts, and sends 
reminder notices as needed.  

 Upon ExCom approval, the Treasurer disburses funds 
to IAs.  In turn, IAs send the Treasurer an annual 
financial report.  

Weaknesses 
 None. 

Adequacy of record-keeping 5 Strengths 
 The Treasurer's account is reconciled with the 

Secretariat's Inventory of Approved Projects, and with 
progress reports sent by IAs to the Secretariat.  
Discrepancies are generally identified easily and 
resolved.  

 The Treasurer keeps full and complete records of 
donor country contributions and disbursements to IAs.  

Weaknesses 
 None. 

5.1.3 Recommendations 1 

This section sets forth recommendations and specific actions the Treasurer and/or ExCom may take 2 
regarding this TOR area, organized by performance metric.   3 

Fiduciary responsibility to donors and recipients 4 

The Treasurer bears a fiduciary responsibility to protect the assets of donors and recipients.  5 
Recommendations are discussed below, organized by performance sub-metric.   6 

Offset of outstanding pledges  7 

 No recommendation for new action necessary. 8 

Presentation of financial data 9 

 Consider preparing annual or triennial statements of revenues versus expenses and a 10 
cumulative Balance Sheet, in addition to current cumulative financial statements 11 
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The ExCom should consider requesting the Treasurer to prepare annual or triennial income 1 
statements and a cumulative Balance Sheet.  Financial reporting for purposes of operations and for 2 
purposes of finance/accounting might be clearer with an annual Trust Fund Statement paired with a 3 
Balance Sheet-like report that would allow a carry-over of assets and liabilities beyond the immediate 4 
period of an annual or three-year Trust Fund Statement.   The Balance Sheet would show cumulative 5 
Allocations to Projects as Assets and Cumulative Contributions by Donor Countries as something of 6 
"Owner's Equity."  Although the Fund does not own the projects as a traditional asset, the Fund 7 
currently tracks projects on a cumulative, "cash-flow" type-basis, and a cumulative Balance Sheet 8 
could be an improvement to that.   9 

The Treasurer currently prepares three-year and annual break-out summaries on the Sources of 10 
Funds comprising Income, including Donor Country Contributions, Bilateral Contributions, Interest 11 
Income and Miscellaneous Income.  In the Trust Fund Statement, the Treasurer should consider also 12 
providing one- or three-year break-out summaries on Uses of Funds comprising Allocations and 13 
Provisions, including Allocations to Agencies, ExCom and audit and other fees, FERM losses, and 14 
Balance Left for New Allocations.   15 

The strength of the annual or triennial statement plus balance sheet approach is that numbers are 16 
smaller and more manageable than cumulative numbers over 14 years (e.g., pledges of US$474 17 
million instead of US$1,888 million).  Similarly, the Balance Available for New Allocations and smaller, 18 
routine expenses like staff costs and audit fees are easier to understand on an annual or triennial 19 
basis.  Allocations for individual projects would stand out better and may be easier to follow, although 20 
multi-year, larger projects may be difficult to convert to a one- to three-year basis.  For this reason, a 21 
three-year Trust Fund Statement might be preferable. 22 

Because the ExCom uses cumulative statements to show reductions in ODS and to budget, the 23 
Treasurer must also maintain its current system of financial reporting to be consistent with the 24 
ExCom.   25 

Promissory notes and FERM   26 

 Proceed with preparation of report on promissory notes. 27 

No recommendation for new action is necessary.  At its 41st meeting, the ExCom requested the 28 
Treasurer to prepare a report listing promissory notes submitted, including country of origin, 29 
denomination, date submitted, date encashed, and any gain or loss, as well as banking and custody 30 
details.  At the 42nd Meeting of the Executive Committee, the Treasurer submitted an outline and 31 
requested more time to prepare the report.  It is recommended that the Treasurer proceed with 32 
preparation of this report.  33 

Investment strategy  34 

 Continue to invest funds in the UN Pool with the UN Treasurer managing the investment.   35 

No recommendation for new action is necessary. 36 

Transparency of activities 37 

 Document the internal procedures and practices of the Treasurer. 38 

The ExCom should consider requesting the Treasurer to document his internal procedures and 39 
practices to preserve institutional knowledge and facilitate staff transitions.  In addition, such a 40 
guidance document may serve as a useful reference for existing staff. 41 

Timeliness of transfer and disbursement   42 

 Continue to disburse funds to IAs in a timely manner.  43 

No recommendation for new action is necessary.  The Treasurer should continue to disburse funds to 44 
IAs in a timely manner.  As noted, the Treasurer typically disburses funds to IAs in less than eight 45 
weeks, when funds are available.  This is an adequate time frame. 46 
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Communication with donors and recipients  1 

 Continue regular communication between Treasurer and donor countries (e.g., sending of 2 
bills, receipts, and payment reminders). 3 

No recommendation for new action is necessary. 4 

Adequacy of recordkeeping   5 

 Continue preparing detailed records on donor country contributions, IA disbursements, and 6 
progress on IA projects. 7 

No recommendation for new action is necessary. 8 

A summary of the recommendations described above is presented in Exhibit 5-9.   9 

Exhibit 5-9.  Summary of Recommendations 10 

General Recommendation Recommended Action 

Fiduciary responsibility 

Offset of outstanding pledges 

 No recommendation for new action necessary.  No recommendation for new action necessary. 

Presentation of financial data 

 Consider preparing annual or triennial statements 
of revenues versus expenses and a cumulative 
Balance Sheet, in addition to current cumulative 
financial statements.   

 In addition to its current cumulative financial 
reporting, the ExCom should consider requesting 
the Treasurer to prepare annual or triennial income 
statements and a cumulative Balance Sheet.  This 
Balance Sheet would include past contributions 
and past Allocations to Agencies.   (See also 
recommendation in Chapter 6, Exhibit 6-3).   

Promissory notes and FERM 

 Proceed with preparation of report on promissory 
notes. 

 No recommendation for new action is necessary. 

Investment strategy  

 Continue to invest funds in the UN Pool with the 
UN Treasurer managing the investment.   

 No recommendation for new action is necessary. 

Transparency of activities 

 Document the internal procedures and practices 
of the Treasurer. 

 The ExCom should consider requesting the 
Treasurer to document internal procedures and 
practices to preserve institutional knowledge and 
facilitate staff transitions.  

Timeliness of fund transfer and disbursement 

 Continue to disburse funds to IAs in a timely 
manner.   

 No recommendation for new action is necessary. 

Communication with donors and recipients 

 Continue regular communication between 
Treasurer and donor countries (e.g., sending of 
bills, receipts, and payment reminders). 

 No recommendation for new action is necessary. 
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General Recommendation Recommended Action 

Adequacy of record-keeping 

 Continue preparing detailed records on donor 
country contributions, IA disbursements, and 
progress on IA projects. 

 No recommendation for new action is necessary. 

 1 

5.2 Term of Reference Area 4b: Comparison of the management and financial 2 
practices of the Multilateral Fund to the Global Environment Facility 3 

The term of reference area evaluated in this section is: compare to management and financial 4 
practices of other funds (Global Environment Facility (GEF), development banks) as benchmarks.  5 
Accordingly, this section compares the fund management policies, procedures, and operations of the 6 
Multilateral Fund (the Fund, or MLF) to those of the GEF, to identify challenges and opportunities for 7 
the MLF.  Exhibit 5-10 presents the relevant documents and decisions referenced in this assessment.  8 

Exhibit 5-10.  Relevant Documents and Decisions 9 

 UNEP/OzL.Pro/ExCom/13/6: Interim Review of the Implementation of the Fixed Exchange Rate 
Mechanism 

 UNEP/OzL.Pro/ExCom/42/3: Status of Contributions and Disbursements 
 UNEP/OzL.Pro/ExCom/42/54: Report of the 42nd Meeting of the Executive Committee  
 UNEP/OzL.Pro/ExCom/42/48: Rate of Return on UNEP’s Fund Investments, Follow-up to Decision 41/3 
 UNEP Policy 41.pdf: Multilateral Fund for the Implementation of the Montreal Protocol; "Policies, 

Procedures, Guidelines and Criteria (as at December 2003)" 
 GEF/C.13/3: Expanded Opportunities for Executing  Agencies:: Recent Efforts and Current Proposals to 

Expand Opportunities for Regional Development  Banks 
 GEF/C.22/Inf.3: Trustee report on the financial status and management of the GEF trust fund 
 GEF/C. 23/9: GEF Corporate budget FY05 
 GEF/C.23/Inf.3: Trustee report on the financial status and management of the GEF trust fund 
 GEF Summary of Negotiations on the Third Replenishment of the GEF Trust Fund, November 5, 2002 
 The GEF Instrument: (<http://www.gefweb.org/Documents/Instrument/instrument.html>) 

To guide this assessment, the following performance metrics were applied when comparing the MLF 10 
fund management practices to those of the GEF: 11 

• Options for donor payments; 12 

• Complexity of fund management;  13 

• Fiduciary responsibility; 14 

• Transparency of activities;  15 

• Transfer and disbursement of funds; and 16 

• Recordkeeping (i.e., proper documentation/reconciliation of accounts). 17 

The remainder of this chapter is organized as follows: 18 
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 Section 5.2.1 presents background information regarding the policy history of the 1 
management and financial practices of the GEF; 2 

 Section 5.2.2 discusses findings regarding the comparison of Fund and GEF practices and a 3 
summary evaluation with respect to each metric; and 4 

 Section 5.2.3 provides recommendations based on the findings for each performance metric. 5 

5.2.1 Policy History 6 

The financial and management practices of the MLF are discussed in detail in Section 5.1, therefore, 7 
this policy history section discusses only the GEF’s financial and management practices.  This section 8 
first presents general information on the GEF, and then describes the GEF in terms of each 9 
performance metric identified above.   10 

Background 11 

The GEF is a mechanism for international cooperation established for the purpose of providing new 12 
and additional grant and concessional funding for environmental projects and programmes in 13 
developing countries and countries with economies in transition (CEITs).  The GEF is an independent 14 
financial organization that grants support for projects in the areas of biological diversity, climate 15 
change, persistent organic pollutants, international waters, land degradation, and ozone layer 16 
depletion (for countries that are not eligible for funding through the Montreal Protocol’s Multilateral 17 
Fund).                                             18 

Since its inception in 1991, the GEF has provided US$4.5 billion in grants for more than 1,300 19 
projects in 140 countries, and has generated US$14.5 billion in co-financing from other partners.  GEF 20 
funds are contributed by donor countries, which include 16 developing and 14 developed countries, as 21 
well as two CEITs.  In 2002, 32 donor countries pledged US$3 billion to fund operations between 22 
2002 and 2006 (<http://www.gefweb.org/What_is_the_GEF/what_is_the_gef.html>). 23 

GEF projects are managed by the GEF Implementing Agencies (IAs): the United Nations Environment 24 
Programme (UNEP), the United Nations Development Programme (UNDP), and the World Bank. 25 
Seven other international organizations, known as GEF Executing Agencies (EAs), also contribute to 26 
the management and execution of GEF projects.  The seven organizations include four development 27 
banks (the African Development Bank (AfDB), Asian Development Bank (ADB), European Bank for 28 
Reconstruction and Development (EBRD), and the Inter-American Development Bank (IDB)) and  29 
they include three United Nations agencies (International Fund for Agricultural Development (IFAD), 30 
UN Food and Agricultural Organization (FAO), and UN Industrial Development Organization 31 
(UNIDO)).  32 

The GEF’s organizational structure is as follows (per the GEF website): 33 

• The GEF Council is the main governing body of the GEF.  It is comprised of 32 members who 34 
represent GEF member countries.  All GEF full-size projects must be approved by the GEF 35 
Council.  36 

• The GEF Assembly is comprised of all the countries that are members of the GEF.  It meets once 37 
every four years to review the policies and operations of the GEF.  Amendments to the GEF 38 
Instrument—the document that established the GEF—can be made only by the Assembly.  39 

• The GEF Secretariat serves and reports to the Assembly and Council and is headed by the GEF 40 
CEO and Chairman.  The Secretariat coordinates the implementation of GEF activities such as 41 
projects, programs, and the formulation of policies and operational strategies. 42 

• IAs and EAs are responsible for creating project proposals and for managing GEF projects.  43 

• Nongovernmental organizations (NGOs) participate in GEF activities and assist in the design, 44 
execution, and monitoring of projects.  45 

• The Scientific and Technical Advisory Panel (STAP) provides objective scientific and technical 46 
advice to the GEF.  47 
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• The Monitoring and Evaluation Unit conducts reviews of GEF´s work and publishes lessons 1 
learned so that the GEF´s effectiveness can be enhanced.  2 

• The World Bank is the Trustee of the GEF Fund, and therefore serves in a fiduciary and 3 
administrative capacity. 4 

The GEF is the financial mechanism for four international environmental conventions: (1) The 5 
Convention on Biological Diversity, (2) The United Nations Framework Convention on Climate 6 
Change, (3) The United Nations Convention to Combat Desertification, and (4) The Stockholm 7 
Convention on Persistent Organic Pollutants.  As such, the GEF helps fund initiatives that assist 8 
developing countries and CEITs in meeting the objectives of these conventions and also collaborates 9 
closely with other treaties and agreements.  In accordance with the provisions of the aforementioned 10 
conventions and the GEF instrument, the use of GEF resources is to be in conformity with the 11 
policies, program priorities and eligibility criteria decided by the Conference of the Parties of each of 12 
those conventions.   The guidance of these conventions has been fully reflected in the GEF 13 
operational strategy. 14 

Although the GEF is not a financial mechanism for the Montreal Protocol, it does have a specific 15 
ozone depletion portfolio that focuses on supporting activities to phase-out ozone depleting 16 
substances that are committed under the Montreal Protocol.  The MLF provides assistance only for 17 
developing countries operating under Article 5, paragraph 1 of the Protocol and activities that incur 18 
eligible expenditures.  The GEF only provides complementary assistance outside that given by the 19 
MLF.  This means, in effect, that the GEF assists otherwise eligible recipient countries that are not 20 
Article 5 countries, or whose activities, while consistent with the objectives of the Montreal Protocol, 21 
are of a type not covered by the MLF.  Specifically, the GEF funds projects that enable the Russian 22 
Federation and nations in Eastern Europe and central Asia to phase out their use of ozone depleting 23 
substances (ODS).  Between 1991 and 1999, the GEF allocated more than US$155 million to projects 24 
to phase out ODS.   25 

The GEF operational strategy in ozone depletion has been developed in response to the Montreal 26 
Protocol, its amendments, and adjustments.  Therefore, the GEF uses the Montreal Protocol 27 
specifically to guide its control measures and utilizes the Montreal Protocol’s list of controlled 28 
substances and phase-out schedules for ozone depleting substances.  To the extent that they are 29 
consistent with other GEF policies (such as those for project cycle and incremental costs), the GEF 30 
operational policies for financing activities in the ozone focal area are consistent with those of the 31 
MLF.    32 

Options for donor payments 33 

The GEF Trust Fund derives its funding primarily from contributions provided by the Contributing 34 
Participants, which are the equivalent of the MLF’s donor nations.  Donors pay their contributions 35 
either in cash or by the deposit of promissory notes or similar obligations in four annual installments 36 
over the four-year commitment period of each GEF replenishment.  37 

Contributing participants denominate cash contributions in Special Drawing Rights (SDRs), or a 38 
currency that is freely convertible as determined by the Trustee.  The Trustee requests quarterly 39 
drawdowns of payments made with promissory notes (i.e., encashments) based on agreed 40 
encashment schedules for each respective replenishment.  As of the May 2004 meeting of the GEF 41 
Council, all but two donors who use this payment method were current on their encashments.  The 42 
Trustee is pursuing efforts to renegotiate the encashment schedule with these two donors 43 
(GEF/C.23/Inf.3).  44 

Fund management 45 

In addition to pledged contributions from donor countries, the GEF replenishment resources are 46 
comprised of carryover of previous GEF replenishment resources, and investment income earned 47 
during a given replenishment commitment period.   Pending transfers to the IAs or EAs, the Trustee 48 
invests the funds held in the GEF Trust Fund in such form as it decides, including pooled investments 49 
(in which separate accounts are held for the funds of the GEF) with other funds owned or 50 
administered by the GEF.  The income from such investments is credited to the Fund, and the Trustee 51 
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is reimbursed annually from the resources of the GEF for the reasonable expenses incurred by it for 1 
the administration of the Fund and for administrative support costs related to the Secretariat.    2 

This standard investment strategy for World Bank trust funds is currently under review.  This includes 3 
a review of existing policy for investing trust fund cash balances and managing assets within 4 
appropriate risk parameters to ensure adequate investment performance that is commensurate with 5 
existing risk tolerance.  The review is likely to result in the creation of two portfolios that feature 6 
different investment horizons: a more conservative short-horizon portfolio for most trust funds, and a 7 
longer-horizon portfolio that could result in shorter term volatility but higher return over the longer 8 
horizon.  This longer-horizon portfolio accommodates the larger trust funds with more predictable 9 
cash flows, such as the GEF Trust Fund, for which it is possible to make reliable multi-year cash flow 10 
projections.   11 

The GEF is also taking measures to better understand its currency risk.  Although GEF donors pledge 12 
and make payments in many currencies, the business of commitments and disbursements for the 13 
GEF work program, agency fees, and corporate budgets is conducted in U.S. dollars.  Thus, the Trust 14 
Fund is exposed to the risk of currency fluctuations from the time of conclusion of negotiation of a new 15 
replenishment through the time contributions are converted into U.S. dollars at the time of 16 
encashments.  During 2004, the Trustee began the work of assessing the Trust Fund’s currency 17 
exposure.  This work will continue into 2005 and will culminate in a recommendation on whether the 18 
Trust Fund should hedge this currency risk. 19 

Fiduciary responsibility 20 

The Trustee is responsible for the financial management of the GEF Trust Fund, including the 21 
investment of its liquid assets, the disbursement of funds to the implementing and other EAs, 22 
preparation of the financial reports regarding the investment and use of resources, and maintenance 23 
of appropriate records and accounts of the Trust Fund.  Under the GEF’s guiding document, the GEF 24 
Instrument, the Trustee has the further responsibility of  monitoring the application of budgetary and 25 
project funds to ensure that the resources of the Trust Fund are being used in accordance with the 26 
Instrument and the decisions taken by the Council.   27 

Upon the establishment of the GEF, the Trustee consulted with the IAs on the appropriate manner for 28 
the Trustee to discharge this responsibility.  Given that the IAs are UN agencies and the World Bank 29 
itself, and that they too share a responsibility under the Instrument to ensure that the resources of the 30 
Trust Fund are being used in accordance with the Instrument and the decisions taken by the Council, 31 
it was agreed that an appropriate manner for the Trustee to discharge this responsibility would be for 32 
it to require annual audited financial reports from the IAs (conducted by the IAs’ independent 33 
auditors), as well as periodic unaudited financial reports, as evidence that the resources of the Trust 34 
Fund had been used appropriately.  The Trustee has continued to operate on this basis and does not, 35 
therefore, undertake additional financial monitoring measures.  For example, IAs are not required to 36 
submit to spot audits or make their books available to the World Bank.  37 

The expenditures of the GEF are reported in detail in the GEF Corporate Budget, which provides 38 
detailed accounts of contributions, and other income, including interest and accounts of allocations 39 
and expenses.  The Trustee’s annual report and the GEF Annual Report also provide substantive 40 
detail on the inflows and expenditures of the Trust Fund.  These financial data are subject to annual 41 
audits and have continuously been found to be accurate.  Furthermore, the GEF Secretariat prepares 42 
a Corporate Business Plan for each replenishment period that, in part, sets out proposals for further 43 
increasing the financial and operational efficiency of the GEF system in accordance with policy 44 
decisions of the Council.   45 

Transparency of activities 46 

The Instrument of the GEF states that, with respect to GEF-financed projects, there will be full 47 
disclosure of all non-confidential information.  The Council approves an annual report on the activities 48 
of the GEF that contains information on the activities undertaken, including a list of project ideas 49 
submitted for consideration and a review of the project activities funded by the GEF, as well as their 50 
outcomes.  The report is required to contain all of the information necessary to meet the GEF’s 51 
principles of accountability and transparency. 52 
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The primary financial document is the GEF’s Trustee Report, which provides an annual update to the 1 
GEF Council on the financial status and management of the Trust Fund.  Each report addresses the 2 
following issues: the current payment status of contributions, the current and projected available 3 
resources of the GEF Trust Fund, reports on the status of the Financial Procedures Agreements, and 4 
an update on financial and risk management issues.  This report, the GEF Annual report, which also 5 
provides significant financial and fund management information as well as the results of the annual 6 
audits, and all other GEF documents are available for public access on the GEF website.    7 

Timeliness of fund transfer and disbursement 8 

The GEF Trust Fund, via the Trustee, disburses grant funds to the IAs and the regional development 9 
banks (RDBs), and to UNIDO, the Food and Agriculture Organization of the United Nations (FAO), 10 
and the International Fund for Agriculture and Development (IFAD)—which together with the RDBs 11 
constitute the “EAs”—and the Secretariat to fund GEF projects.  Agency administrative fees, which 12 
are held to a limit of nine percent, are paid to the IAs and the EAs to cover expenses associated with 13 
the project cycle management of GEF projects.  Fees are transferred and therefore become 14 
“liabilities” of the Trust Fund after they have been approved by the Council, requested by the IAs and 15 
EAs and committed by the Trustee.    16 

In regard to fund disbursement to IAs and EAs, twice annually and by intervening mail intersessionals, 17 
the Secretariat prepares a work program in collaboration with the IAs for approval by the Council.  18 
Following the Council’s approval, the IAs request commitments of Trust Fund resources from the 19 
Trustee.  Subject to the availability of resources in the Trust Fund, and upon confirmation with the 20 
Secretariat that the requested resources have been included in the work program, the Trustee 21 
commits funds to the IAs.  Such commitments are disbursed and therefore become liabilities for the 22 
Trust Fund only upon approval by the respective IAs of the GEF activities for which such resources 23 
have been provided.  24 

Resources committed to EAs are transferred after a similar process, which was recently established in 25 
response to a request made in 2003 by the Council to the Secretariat and the Trustee to institute 26 
arrangements with the EAs by May 2004 to facilitate the EAs’ direct access to GEF resources.  Such 27 
arrangements are set out in a Memorandum of Understanding (MOU) entered into between the 28 
Secretariat and each agency (establishing the basis on which agencies may submit project proposals 29 
to the Secretariat) and a related Financial Procedures Agreement (FPA) between the Trustee and 30 
each agency (that provides for the commitment and transfer of GEF funds to the agencies and for the 31 
administration and reporting on such funds by the agencies to the Trustee).  As of the May 2004 GEF 32 
Council meeting, the Secretariat and the Trustee have provided draft MOUs and FPAs to all seven 33 
EAs for their review.  34 

Recordkeeping 35 

In the May 2003 Trustee Report, it was reported that the Trustee, IAs, EAs, and the GEF Secretariat 36 
conducted a joint effort to reconcile and validate common data elements of the GEF Trust Fund, such 37 
as Council Allocations, Trustee Commitments, and commitments by IAs.  The data has been 38 
reconciled and the validation is expected to be completed by the end of fiscal year 2004. 39 

Furthermore, an annual financial consultation meeting is convened with the Trustee, IAs, EAs, and the 40 
GEF Secretariat.  The first such meeting was held in October 2003 for the purpose of discussing 41 
proposed new business procedures, data sharing, reporting requirements, and policy guidelines and 42 
opportunities for the Trust Fund to be more efficiently and effectively managed, from a financial 43 
management and reporting standpoint.  This meeting also sought to resolve and clarify the proposed 44 
audit policies and guidelines for GEF-financed activities.  Issues discussed included audit scope, 45 
terms of reference, periodicity, reporting, and audit cost recovery.  The discussions fostered an 46 
improved understanding between the Trustee, IAs, EAs, and GEF Secretariat on these issues.  47 

5.2.2 Findings and Evaluation 48 

This section presents findings related to the previously-identified performance metrics for this TOR 49 
area.  The section is organized as follows: 50 
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 Finding by Metric discusses specific findings by performance metric for both the GEF and 1 
MLF; and 2 

 Evaluation by Performance Metric provides an overall assessment of the MLF’s achievement 3 
regarding each metric with consideration given to the comparable achievement level of the 4 
GEF. 5 

Findings by Metric 6 

This section considers  the fund management and financial practices of both the MLF and the GEF 7 
regarding each performance metric, for the purpose of identifying challenges and opportunities for the 8 
MLF.   9 

Options for donor payments 10 

The GEF replenishment cycle is every four years, and is paid in four annual tranches.  For the MLF, 11 
donor country contributions are planned over a three-year period, but are assessed on an annual 12 
basis and paid annually.  Both Funds allow donor countries to make contributions in cash (in 13 
convertible hard currency) or promissory notes.  The MLF also allows donor countries to contribute 14 
through bilateral assistance up to 20 percent of the country's contribution.   15 

The GEF requires a standard quarterly drawdown on encashments from promissory notes.  The 16 
MLF’s encashment schedule initially required one-sixth of the previous year’s promissory notes to be 17 
encashed in January and July of the following three years.  At the 25th Meeting of the Executive 18 
Committee, use of promissory notes in lieu of cash was found to be affecting the Fund’s operational 19 
needs, and the Treasurer was granted the authority to encash promissory notes on an accelerated 20 
basis—specifically, on a pro rata basis over all notes received and after advance notice to donor 21 
countries.  22 

In the past, arrears have been a problem for GEF, with it noted that, regarding the Third 23 
Replenishment (GEF-3), at the outset of the replenishment process, the Participants expressed concern about the 24 
status of arrears by some Contributing Participants at the close of the GEF-2 commitment period.  Participants urged that 25 
countries with outstanding arrears commit to a specific arrears clearance plan….  Participants discussed various options for 26 
preventing arrears….  Participants agreed that three means for preventing arrears would be applied under the GEF-3:  (i) 27 
the pro rata provision that was in effect for the GEF-1 and the GEF-2 would continue; (ii) the introduction of a requirement 28 
that a Contributing Participant having continuing arrears or delays in unqualifying its contribution provide the Council with a 29 
written explanation from its Minister stating the reason for the arrears or delay and the steps being taken to resolve it.; and 30 
(iii) confirmation of the provision in the Instrument that voting rights accrue only for the actual contributions paid to the GEF 31 
(Summary of Negotiations on the Third Replenishment of the GEF Trust Fund,5  November 2002).  32 

For the MLF, the first target deadline for contributions is 1 June and the second is 1 November.  Many 33 
contributions are paid in the second half of the year, however, and some contributions remain 34 
outstanding for more than one year.  For example, as of 15 February 2004, for 1991 through 2002, 17 35 
of 51 countries had pledges outstanding that totaled US$112.6 million, out of US$1,572.3 million 36 
pledged and agreed for 1991 through 2002 (UNEP/Ozl.Pro/ExCom/42/3, Table 6).  The MLF has 37 
considered similar courses of action as the GEF to deal with the issue of arrears.  However, at the 38 
14th Meeting of the Executive Committee, it was decided that correlating voting rights with payment of 39 
contributions, or other actions such as charging interests on payments in arrears, were not 40 
appropriate options for the fund.  The Secretariat does send regular reminders to countries with 41 
contributions in arrears. 42 

Complexity of fund management 43 

As stated, the GEF Trustee invests GEF funds in such form as it may decide, including pooled 44 
investments with other funds owned or administered by it.  Similarly, when funds are received by the 45 
Treasurer of the MLF (UNEP) they are invested as a pool with the investments of other UN offices.  46 
UNEP utilizes the pooled policy because it allows for a longer-term approach to the core fund 47 
investments, which reduces risk by allowing the investor to diversify into various securities, and invest 48 
over a range of maturities and interest rates.  The use of a longer-horizon portfolio accommodates the 49 
larger trust funds, such as the MLF and the GEF, with more predictable cash flows where it is possible 50 
to make reliable multi-year cash flow projections.   51 
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Both Funds are cognizant of the need to regularly review fund management policies and practices, 1 
and have done so as needed.  In the case of the GEF, the GEF Assembly meets once every four 2 
years to review the policies and operations of the GEF, including those associated with fund 3 
management.  In addition, the World Bank’s investment strategy for trust funds is currently under 4 
review to ensure investment performance that is commensurate with existing risk tolerance, and 5 
annual financial consultation meetings are now being held to improve the efficiency and effectiveness 6 
of financial management (as well as reporting).  In the case of the MLF, UNEP, in its role as 7 
Treasurer, is only responsible for managing and planning cash flow and liquidity, while the UN 8 
Headquarters Treasury (Treasury UNHQ) forms all investment policy.  UNEP, through its 9 
standardized annual reporting, regularly reviews issues surrounding cash flow and liquidity and plans 10 
for the future year accordingly. 11 

Fiduciary responsibility 12 

Both the GEF and the MLF exhibit consistently high levels of fiduciary responsibility.  The inflows and 13 
expenditures of the GEF are reported in detail in the GEF Corporate Budget, the Trustee’s annual 14 
report and the GEF Annual Report.  These financial data are subject to annual audits and have 15 
continuously been found to be accurate.  Furthermore, the GEF Secretariat prepares a Corporate 16 
Business Plan for each replenishment period that, in part, sets out proposals for further increasing the 17 
financial and operational efficiency of the GEF system in accordance with policy decisions of the 18 
Council.   19 

For MLF, the Treasurer and the ExCom bear a fiduciary responsibility to both the donor and recipient 20 
countries. The Treasurer is careful and transparent in collecting funds, in investing surplus funds, and 21 
in disbursing funds to Implementing Agencies, after project approval by the ExCom.  The Treasurer 22 
and ExCom keep parallel records of Projects by Implementing Agency (Treasurer's records and the 23 
Secretariat's Inventory), which they reconcile with each other and with Agency Progress Reports on 24 
projects.  The Treasurer keeps careful records of Donor Country contributions, sending requests for 25 
contributions early in the year and receipts or reminder notices, as needed, later.  The Treasurer also 26 
tracks current Trust Fund status, because the ExCom cannot approve projects unless sufficient funds 27 
are available.  To ensure accurate financial records, the Treasurer's records are audited by 28 
professional accountants and IA MLF records are also audited by professional accounts.  To this end, 29 
the World Bank’s accounts are audited on a yearly calendar basis, while the other IAs audit their 30 
accounts biennially and certify their accounts annually.   31 

Transparency of activities 32 

Both the GEF and the MLF have clear documentation of their financial activities.  The primary 33 
financial document of the GEF is the Trustee Report, which provides an annual update to the GEF 34 
Council on the financial status and management of the GEF Trust Fund.  In particular, this report 35 
includes the current payment status of contributions, the current and projected available resources of 36 
the GEF Trust Fund, reports on the status of the FPA, and an update on financial and risk 37 
management issues.   38 

The significant MLF records include the Treasurer’s record of Donor Country contributions, the 39 
Secretariat’s Inventory of Approved Projects, Agency Progress reports, and Annual Agency Account 40 
reports submitted to the Treasurer.  The Treasurer also prepares an Annual Trust Fund Statement, 41 
which is a cumulative statement of the revenue and expenses of the Fund that is compared against 42 
data from the IAs and the Secretariat.  Furthermore, all the procedures, guidelines and criteria utilized 43 
in the management of the MLF are set forth in the "Policies, Procedures, Guidelines and Criteria (as 44 
of December 2003), document which is publicly available on the MLF’s website.   45 

Timeliness of fund transfer and disbursement 46 

The timeliness of the fund transfer from the Trustee of the GEF and the Treasurer of the MLF to their 47 
respective IAs is adequately expedient in both Funds.  The GEF has not experienced any difficulties, 48 
such as project implementation delays, resulting from prolonged fund transfer times.  In the case of 49 
the MLF, following the approval of a project, if funds are available, the Treasurer disburses the 50 
approved funds with in four to eight weeks to the IA concerned in the form of cash or Promissory 51 
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Notes or interest earned/balances returned to the IA.  Throughout the history of the Fund, in almost all 1 
cases the Treasurer has had funds available to transfer after the approval of a project.  2 

Adequacy of recordkeeping 3 

Both the GEF and the MLF continually review and improve their management and financial practices.  4 
Over time, the documentation of both Funds has evolved to contain the appropriate information 5 
presented in a standard form.  Furthermore, in recent years, both Funds have made efforts to 6 
reconcile their financial information with the financial data provided by their respective IAs.  However, 7 
the MLF has experienced challenges caused by the lack of adequate documentation of the 8 
institutional knowledge, such as the nuanced practices and processes of UNEP in its role as 9 
Treasurer, held by the staff of the Treasurer’s Office.  It appears that the GEF has not been 10 
challenged by a lack of procedural documentation  11 

Evaluation by Performance Metric 12 

Based on the findings presented above, the achievement of the MLF, in comparison to GEF, 13 
regarding each performance metric was evaluated using identified criteria, and performance was 14 
scored based on the system described in the Methodology chapter of this report.  This performance 15 
summary is provided in Exhibit 5-11.   16 

Exhibit 5-11.  Performance Summary 17 

Metric Result Justification 
Options for donor payments 5 Strengths 

 Both Funds utilize provide adequate options for the 
donor countries’ methods of payment.   

 While both funds utilize promissory notes, the MLF 
Treasurer has the ability to encash promissory notes 
as needed. 

Weaknesses 
 Payments are, at times, received late or not made at 

all in both Funds.  
Complexity of fund management 5 Strengths 

 Both Funds invest through a pool, which offers some 
exposure to long-term investments, a higher rate of 
return, increased diversity, reduced risk, and 
professional management. 

Weaknesses 
 None. 

Fiduciary responsibility 5 Strengths 
 Both Funds exhibit a high level of fiduciary 

responsibility.  
 In the MLF, audited financial statements are prepared 

annually.   
 In the MLF, the reconciliation of Treasurer Reports 

against other records occurs annually.   
Weaknesses 

 None. 
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Metric Result Justification 
Transparency of activities 5 Strengths 

 Both Funds have an actualized commitment to 
transparency and consistency. 

 The MLF Treasurer has agreed to design and 
maintain a financial reporting system for the MLF that 
is transparent and consistent, to promote 
comparability and reconciliation with the Secretariat 
and ExCom and with Agencies.   

 Much documentation of the management of the MLF 
is included in the publicly available "Policies, 
Procedures, Guidelines and Criteria document, which 
is regularly updated. 

Weaknesses 
 None. 

Timeliness of transfer and 
disbursement 

5 Strengths 
 Both Funds have an expedient transfer of funds from 

the Fund Trustee/Treasurer to their respective IAs.  
Weaknesses 

 None. 
Adequacy of recordkeeping 4 Strengths 

 Both funds prepare several distinct annual reports that 
detail fund revenues and expenses. 

Weaknesses 
 The MLF Treasurer's office needs to improve 

documentation to preserve institutional memory.   

5.2.3 Recommendations 1 

This section presents the recommendations and specific actions that the Fund Secretariat may take 2 
relevant to this TOR area, organized by performance metric.  These recommendations may be 3 
adapted to some extent upon receipt of further information from the GEF and the MLF Treasurer. 4 

Options for donor payments  5 

 Take action to encourage timely payment by the donor countries. 6 

Regarding late payments of contributions, the Treasurer should continue to send reminder notices 7 
when payments are late and may also want to send reminder notices prior to the payment due dates.  8 
To support the Treasurer in its endeavors to increase prompt payment of contributions by donor 9 
countries, the Secretariat should send a written announcement at the beginning of the year to all 10 
donor Countries that timely payment is important for proper financial functioning.  Furthermore, the 11 
ExCom may want to consider requiring donor countries that are in a continuous state of arrears to 12 
submit a written explanation stating the reason for payment delay and the steps being taken to 13 
resolve it.    14 

Complexity of fund management  15 

 The MLF Treasurer should continue with the current investment strategy. 16 

No recommendation for new action is necessary.  Investing funds in the UN pool has proven to be an 17 
effective investment strategy for the MLF and this practice should be continued.  18 
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Fiduciary responsibility  1 

 The MLF Treasurer should continue current fiduciary practices.  2 

No recommendation for new action is necessary.  The current methods of tracking incomes and 3 
expenditures are sufficient. 4 

Transparency of activities  5 

 Continue with the current procedures and policies regarding the transparency of activities. 6 

No recommendation for new action is necessary.   The financial and fund management documents 7 
that are prepared contain sufficient information to allow for the transparency of the MLFs finances.   8 

Timeliness of transfer and disbursement  9 

 Continue to disburse funds in a timely manner. 10 

No recommendation for new action is necessary.   The Treasurer strives to transfer and disburse 11 
funds within four to six weeks of project approval.  Some IAs have commented that at times they do 12 
not receive funds for up to eight weeks, but this is still an appropriately timely disbursal period, 13 
although there is some room for improvement.   14 

Adequacy of recordkeeping  15 

 Improve the maintenance of institutional knowledge within the Treasury. 16 

The Treasurer should document procedures and practices in a written manual, so new people have a 17 
reference and so institutional memory is not lost 18 

Exhibit 5-12 summarizes the recommendations for improving the financial management practices of 19 
the MLF, and provides specific actions to support each recommendation.  20 

Exhibit 5-12.  Summary of Recommendations 21 

General Recommendation Recommended Action 

Options for donor payment 

 Take action to encourage timely payment by the 
donor countries. 

 The ExCom should consider requiring donor 
countries with payments in arrears to submit a 
written explanation of the reasons for the delay and 
the steps being taken to resolve these issues.  

Complexity of fund management 

 Continue with the current investment strategy  No recommendation for new action is necessary. 

Fiduciary responsibility 

 The MLF Treasurer should continue current 
fiduciary practices.  

 No recommendation for new action is necessary. 

Transparency of activities 

 Continue with the current procedures and policies 
regarding the transparency of activities. 

 No recommendation for new action is necessary. 

Timeliness of fund transfer and disbursement 

 Continue to disburse funds in a timely manner.  No recommendation for new action is necessary. 
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Adequacy of recordkeeping 

 Improve the permanence of institutional 
knowledge within the Treasury. 

 The Treasurer should document procedures and 
practices in a written manual to provide staff with a 
reference and to preserve institutional memory. 

 1 



Exhibit 5-3.  Historical Sources of Funds: Donor Contributions and Income
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Exhibit 5-4.  Outstanding Pledges versus CEIT share (at 26 March 2004) 
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Exhibit 5-6. Cumulative Sources and Uses of Funds, 1991 - 2002 (Million US$)
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6 ADDITIONAL MATTERS 1 

This chapter discusses additional matters of the Multilateral Fund (the Fund) not discussed under 2 
chapters addressing the Executive Committee (ExCom), the Multilateral Fund Secretariat (the 3 
Secretariat), multilateral and bilateral implementing agencies (IAs), and fund management.  This 4 
chapter addresses the following term of reference areas:   5 

 TOR 5a: Adequacy of the interaction between the implementing agencies, the Multilateral 6 
Fund Secretariat, and relevant subsidiary bodies; 7 

 TOR 5b: Analysis and reconciliation of financial data from different sources (Treasurer, IAs, 8 
Secretariat accounts, and audited UNEP Fund accounts); and 9 

 TOR 5c: Performance of donor countries in fulfilling their obligation vis-à-vis the Fund. 10 

6.1 Term of Reference Area 5a: Adequacy of the Interaction between the IAs, 11 
Secretariat, and Subsidiary Bodies 12 

The term of reference (TOR) area evaluated in this section is: adequacy of the interaction between 13 
the implementing agencies, the Multilateral Fund Secretariat, and relevant subsidiary bodies.  14 
Accordingly, this section evaluates the interaction between the implementing agencies (IAs), the Fund 15 
Secretariat (the Secretariat), and relevant subsidiary bodies—namely the Technology and Economic 16 
Assessment Panel (TEAP) and the Technical Options Committees (TOCs)—during the calculation of 17 
the Multilateral Fund (the Fund) replenishment.  Exhibit 6-1 presents the relevant documents and 18 
decisions referenced in this assessment. 19 

Exhibit 6-1.  Relevant Documents and Decisions 20 

 UNEP/OzL.Pro/2/3: Appendix IV of Decision II/8.  Report of the 2nd Meeting of the Parties. 
 UNEP/OzL.Pro/4/15: Decision IV/18.  Report of the 4th Meeting of the Parties. 
 UNEP/OzL.Pro/5/12: Decision V/9.  Report of the 5th Meeting of the Parties. 
 UNEP/OzL.Pro.8/12: Decision VIII/4.  Report of the 8th Meeting of the Parties. 
 UNEP/OzL.Pro.10/9: Decision X/13.  Report of the 10th Meeting of the Parties. 
 UNEP/OzL.Pro.11/10: Decision XI/7.  Report of the 11th Meeting of the Parties. 
 UNEP/OzL.Pro/13/10: Decision XIII/1.  Report of the 13th Meeting of the Parties. 
 UNEP/OzL.Pro/13/10: Decision XIII/2.  Report of the 13th Meeting of the Parties. 
 UNEP/OzL.Pro.14/9: Decision XIV/39.  Report of the 14th Meeting of the Parties. 
 April 2002 Report of the Technology and Economic Assessment Panel (TEAP).  Volume 2: Assessment 

of the Funding Requirement for the Replenishment of the Multilateral Fund for the Period 2003-2005. 

To guide this assessment, the following performance metrics were applied: 21 

• Appropriate process for preparing replenishment reports; and 22 

• Adequate level of collaboration between bodies. 23 

The remainder of this chapter is organized as follows: 24 

 Section 6.1.1 presents background information regarding the policy history of the Fund 25 
replenishments; 26 

 Section 6.1.2 discusses findings and a summary evaluation of performance with respect to each 27 
metric; and 28 

 Section 6.1.3 provides recommendations based on the findings for each performance metric. 29 
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6.1.1 Policy History 1 

Interaction between the IAs, the Secretariat, the TEAP, and the TOCs occurs primarily during the 2 
preparation of the replenishment reports.  Accordingly, this section presents the policy history of the 3 
replenishment of the Fund. 4 

Every three years, the TEAP is charged with determining the funding requirements for project 5 
approvals necessary for compliance during the upcoming triennium, including the funding requirement 6 
for non-investment activities, project preparation and administrative costs of the IAs, as well as the 7 
operating costs of the Secretariat and the ExCom.  The Multilateral Fund has been replenished four 8 
times: in 1994, 1997, 2000, and 2003. 9 

During the 2nd Meeting of the Parties (MOP) in 1990 the Interim Multilateral Fund was established with 10 
a sum of US$160 million, which could be increased by up to US$80 million during 1991 to 1993, when 11 
more countries became Parties to the Protocol (Appendix IV of Decision II/8 in: UNEP/OzL.Pro/2/3.).   12 

At the 4th MOP, a total contribution of US$113.34 million was agreed upon for 1993.  At that time, the 13 
Parties agreed to replenish the Fund to finance incremental costs associated with meeting the 14 
compliance needs of Article 5 Parties.  A contribution level of US$340-500 million was recommended 15 
for 1994-1996, with the stipulation that the total contribution to the Fund for 1994 would not be less 16 
than the commitment for 1993 (Decision IV/18 in: UNEP/OzL.Pro/4/15).  The budget for the Fund for 17 
1994-1996 was adopted at the 5th MOP, at US$510 million, and it was understood that US$55 million 18 
of that figure would be provided by unallocated funds from the 1991-1993 period (Decision V/9 in: 19 
UNEP/OzL.Pro/5/12). 20 

Pursuant to the report of the ExCom on the three-year rolling business plan, and the report from the 21 
TEAP on replenishment, a budget of US$540 million was adopted at the 8th MOP for the Fund for 22 
1997-1999.  Of this sum, US$74 million was to be provided by funds that were not allocated during 23 
the 1994-1996 period.  In each year from 1997 to 1999, US$155.3 million was to be contributed by the 24 
non-Article 5 Parties (Decision VIII/4 in: UNEP/OzL.Pro.8/12).  The ExCom was also instructed to 25 
strive to ensure that the whole of the budget was committed by the end of 1999. 26 

At the 10th MOP, the TEAP was requested to prepare a report on the appropriate level of the 2000-27 
2002 replenishment of the Fund, to be submitted at the 11th MOP and presented through the Open-28 
ended Working Group (OEWG) at its 19th meeting.  In preparing this report, the TEAP was 29 
encouraged to consult extensively with relevant individuals, institutions, and other sources of 30 
information, and to take the following points into consideration (Decision X/13 in: 31 
UNEP/OzL.Pro.10/9): 32 

• All control measures, and relevant decisions, agreed by the Parties to the Montreal Protocol, including decisions agreed 33 
by the Tenth Meeting of the Parties, in so far as these will necessitate expenditure by the Multilateral Fund during the 34 
period 2000-2002; 35 

• The need to allocate resources to enable all Article 5 Parties to maintain compliance with the Montreal Protocol; 36 

• Agreed rules and guidelines for determining eligibility for funding of investment projects (including the production sector) 37 
and non-investment projects; 38 

• Approved country programmes; 39 

• Financial commitments in 2000-2002 relating to sectoral phase-out projects agreed by the Executive Committee; 40 

• Experience to date, including limitations and successes of the phase-out of ozone-depleting substances achieved with 41 
the resources already allocated, as well as the performance of the Multilateral Fund and its Implementing Agencies; 42 

• The impact that the controls and country activities are likely to have on the supply and demand for ozone-depleting 43 
substances, and the effect that this will have on the cost of ozone-depleting substances and the resulting incremental 44 
cost of investment projects during the period under examination; and 45 

• Administrative costs of the Implementing Agencies, taking into account paragraph 6 of decision VIII/4, and the cost of 46 
financing the secretariat services of the Multilateral Fund, including holding meetings.  47 
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The 10th MOP also set up an Ad Hoc Working Group to review the TEAP’s report on the 2000-2002 1 
replenishment.   2 

At the 11th MOP, a budget for the 2000-2002 triennium of US$475.7 million was approved, of which 3 
US$35.7 million was understood to be provided by unallocated funds from the 1997-1999 period.  At 4 
that time, the Parties also noted that outstanding contributions from some countries with economies in 5 
transitions (CEIT) from 1997-1999 totalled almost US$35 million.  Of the US$440 million to be 6 
contributed during 2000-2002, US$146.67 million was to be contributed in each year.  The ExCom 7 
was again urged to ensure that the entire budget be committed by the end of 2002 (Decision XI/7 in: 8 
UNEP/OzL.Pro.11/10). 9 

For the 2003-2005 replenishment, at the 13th MOP, the TEAP was requested to prepare a report on 10 
the replenishment to be submitted to the 14th MOP and presented at the OEWG at its 22nd meeting.  11 
The TEAP was again encouraged to consult widely with relevant individuals and institutions (Decision 12 
XIII/1 in: UNEP/OzL.Pro/13/10) and was given a list of points to consider similar to those listed above 13 
for the 2000-2002 replenishment.   14 

Also at the 13th MOP, an Ad Hoc Working Group was set up for the 2003-2004 replenishment with 15 
nine members from both Article 5 and non-Article 5 Parties, including a co-chair from each group.  16 
The Working Group was instructed to meet after the 22nd Meeting of the OEWG to provide feedback 17 
to the TEAP and advice on sensitivity analyses (Decision XIII/2 in: UNEP/OzL.Pro/13/10). 18 

At the 14th MOP, a budget of US$573 million was adopted for the 2003-2005 triennium, of which 19 
US$76 million was to be provided by non-allocated funds from 2000-2002, and US$23 million was to 20 
be provided from interest earned during the 2003-2005 period.  Outstanding CEIT contributions from 21 
2002-2002 were noted to total over US$10 million.   22 

Of the US$474 million replenishment, US$158 million was to be contributed in each of the three 23 
years, and the ExCom was encouraged to ensure that the entire budget was committed by the end of 24 
2005 (Decision XIV/39 in: UNEP/OzL.Pro.14/9). 25 

6.1.2 Findings and Evaluation 26 

This section presents findings and a performance evaluation related to each performance metric, and 27 
is organized as follows: 28 

 Findings by Metric discusses specific findings by performance metric; and 29 

 Evaluation by Performance Metric provides an overall assessment of the achievement of each 30 
metric, complete with scoring. 31 

Findings by metric 32 

Process for preparing replenishment reports 33 

Every three years, the TEAP is charged with assessing the funding requirement needed to reach 34 
compliance for the upcoming three-year period.  The TEAP Task Force published its most recent 35 
replenishment report for the period 2003-2005 in April 2002. 36 

In calculating the 2003-2005 replenishment, the data for consumption and production of all ODS as 37 
reported by Article 5 Parties to the Ozone Secretariat was used.  The TEAP Task Force noted that 38 
several countries had revised their baseline consumption upward, indicating that consumption in 39 
1995-1998 was actually higher than estimated in the 1999 Replenishment Report.  In addition, 28 40 
countries reported baselines that had not been previously reported, implying that more CFC 41 
consumption will have to be phased out during the 2003-2005 period to achieve compliance than was 42 
estimated in the 1999 Replenishment Report.  Because the calculation of the replenishments relies 43 
heavily on consumption and production as reported by Article 5 Parties, the replenishments are only 44 
as accurate as the reported data. 45 

To estimate project approvals for the period 2003-2005, the TEAP Task Force estimated the funding 46 
requirements for the following cost elements: 47 
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• Non-investment activities—These cost estimates were based on business plans of IAs, 1 
information provided by the Secretariat, and current cost-effectiveness guidelines.1 2 

• Support costs of the IAs—These cost estimates were based on direct administrative cost 3 
information and, where no direct information was available, on estimates of support costs.  In 4 
calculating support costs of IAs, the TEAP accounted for the fact that different agency fees are 5 
applied to different projects, depending on the type and amount of approved funding. 6 

• Investment projects to reduce consumption and production of ODS—These cost estimates were 7 
based on data on the production and consumption of all controlled ODS as reported to the Ozone 8 
Secretariat by Article 5 Parties, investment project approvals, implementation lags, and cost-9 
effectiveness figures.  Project approvals were determined separately for the CFC consumption 10 
sector, the carbon tetrachloride (CTC) and methyl chloroform consumption sectors, the methyl 11 
bromide sector, and the halon and CFC production sectors.  In addition, when estimating CFC 12 
consumption, the TEAP Task Force divided Article 5 Parties into five categories based on current 13 
levels of consumption, and countries in the lowest two consumption categories (LVCs) were 14 
assumed to receive no funding for investment activities outside of refrigerant management plans 15 
(RMPs).  The TEAP also considered the relative prices of ODS and alternative substances, as 16 
well as the likely relevant market conditions in the upcoming triennium.  17 

• Project preparation costs of the IAs—These costs were based on the average annual project 18 
preparation costs from 1998 to 2001. 19 

• Costs associated with the Secretariat function and the meetings of the ExCom—These cost 20 
estimates were based on the expenditure on current Secretariat and ExCom operations, including 21 
the monitoring and evaluation function. 22 

In addition, sensitivity analyses were also conducted to determine the impacts of various factors on 23 
replenishment figures, including greater or lower cost-effectiveness, administrative costs, prices of 24 
ODS, and consumption. 25 

Level of collaboration between bodies 26 

As requested at the 13th MOP, the TEAP consults with many relevant people, institutions, and other 27 
sources of information in the assessment of the replenishment.  As previously stated, an Ad-Hoc 28 
Working Group (consisting of 18 members) was set up to work on the 2003-2005 Replenishment after 29 
the 13th MOP noted that a similar working group had enhanced the outcome of the report for the 30 
2000-2002 period.   31 

In addition to establishing a Working Group, the TEAP established a Task Force responsible for 32 
preparing the report.  The Task Force was comprised of TEAP and TOC members, including 33 
members of the Refrigeration, Air Conditioning and Heat Pumps TOC (RTOC), Aerosols, Sterilants, 34 
Miscellaneous Uses and Carbon Tetrachloride TOC (ATOC), and the Methyl Bromide TOC (MBTOC).  35 
In preparing the report, the TEAP Task Force consulted with members of the 2001 ExCom, the Fund 36 
Secretariat, the Ozone Secretariat, IAs, and national experts from both Article 5 and non-Article 5 37 
Parties.  In particular, the Task Force distributed a questionnaire to the members of the 2001 ExCom, 38 
the Ad-hoc Working Group, and then to all Parties through the Ozone Secretariat.  After the report 39 
went through several draft stages, an external review was conducted by the 2001 ExCom chair and 40 
vice-chair, as well as the Chief Officer of the Secretariat, and the Deputy Executive Secretary of the 41 
Ozone Secretariat. 42 

In short, significant collaboration takes place during the process of preparing the Replenishment 43 
Reports.  The TEAP coordinates to take into consideration the opinions of Article 5 and non-Article 5 44 
Parties, ExCom members, the Fund Secretariat, the Ozone Secretariat, and the IAs.   45 

                                                     

1 Costs for non-investment activities in non-LVC countries are translated into ODP tonnes using the 
factor US$12.10/ODP kilogramme.  This calculated ODP tonnage is counted against the remaining 
consumption eligible for funding. 
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Evaluation by performance metric 1 

Based on the findings presented above, the achievement of each performance metric was evaluated 2 
using identified criteria, and performance was scored based on the system described in the 3 
Introduction chapter of this report.  This performance summary is provided in Exhibit 6-2. 4 

Exhibit 6-2.  Performance Summary 5 

Metric Result Justification 
Appropriate process for 
preparing replenishment reports 

5 Strengths 
 The TEAP Task Force takes into account many different 

cost elements, including project and operations costs, 
and considers the sensitivity of the replenishment figure 
to variations in many data aspects. 

Weaknesses 
 None. 

Adequate level of collaboration 
between bodies 

5 Strengths 
 The TEAP Task Force consults widely with IAs, the 

Secretariat, and other concerned bodies and 
stakeholders. 

Weaknesses 
 None. 

6.1.3 Recommendations 6 

This section presents the recommendations and specific actions that the ExCom may take relevant to 7 
this TOR area, organized by performance metric. 8 

Process for preparing replenishment reports  9 

 Continue to encourage Article 5 Parties to report data in as timely and accurate a manner as 10 
possible 11 

In addition to continuing to encourage Article 5 Parties to report consumption and production as 12 
accurately as possible, the ExCom should encourage IAs to help facilitate this reporting.  In particular, 13 
the ExCom should call on UNEP to undertake this work, as it has significant experience in assisting 14 
Article 5 Parties in meeting their reporting requirements under Article 7 of the Montreal Protocol. 15 

Level of collaboration between bodies 16 

 Continue collaboration with the IAs, Secretariat, and other concerned bodies during the 17 
preparation of the replenishment reports 18 

No recommendation for new action is necessary. 19 

Exhibit 6-3 summarizes the recommendations and proposes actions to improve the process for 20 
preparing the replenishment reports, with a particular focus on the level of collaboration between the 21 
relevant bodies.  22 

Exhibit 6-3.  Summary of Recommendations 23 

General Recommendation Recommended Action 

Process for preparing replenishment reports 

 Continue to encourage Article 5 Parties to report 
consumption as accurately as possible.  The 
ExCom should encourage UNEP to help facilitate 
and improve data reporting in Article 5 Parties. 

 No recommendation for new action is necessary. 
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General Recommendation Recommended Action 

Level of collaboration between bodies 

 Continue collaboration with the IAs, Secretariat, 
and other concerned bodies during the 
preparation of the replenishment reports. 

 Ensure that the Treasurer’s financial statement, 
including interest and other income received and 
expected to be received, is sent to concerned 
parties to help determine the level of 
replenishment.  (See also recommendation in 
Chapter 5, Exhibit 5-9).   

6.2 Term of Reference Area 5b: Analysis and Reconciliation of Financial Data 1 
from Different Sources (Treasurer, Implementing Agencies, MLF Secretariat 2 
Accounts, and audited UNEP Fund Accounts)  3 

The term of reference (TOR) area evaluated in this section is: analysis and reconciliation of financial 4 
data from different sources (Treasurer, Implementing Agencies, MLF Secretariat Accounts, and 5 
audited UNEP Fund Accounts).  Accordingly, this section evaluates the processes undertaken by the 6 
MLF to analyze and reconcile financial data.  Exhibit 6-4 presents the relevant documents and 7 
decisions employed and referenced in this assessment. 8 

Exhibit 6-4.  Relevant Documents and Decisions 9 

 UNEP/OzL.Pro/ExCom/42/54: Report of the Forty-Second Meeting of the Executive Committee of the 
Multilateral Fund for the Implementation of the Montreal Protocol, Annex I, Status of the Fund as at 26 March 
2004, Report from the Treasurer). 

 UNEP/OzL.Pro/ExCom/42/3: Status of Contributions and Disbursements (Status of the Fund as at 15 
February 2004, Report from the Treasurer). 

 UNEP Policy 41.pdf: Multilateral Fund for the Implementation of the Montreal Protocol; "Policies, Procedures, 
Guidelines and Criteria (as at December 2003)." 

 UNEP/OzL.Pro/ExCom/42/46: Reconciliation of 2002 Accounts of the Multilateral Fund (follow-up to Decision 
41/10 (B)).  

 UNEP/OzL.Pro/ExCom/41/12: 2002 Accounts of the Fund. 
 UNEP/OzL.Pro/ExCom/38/12: 2001 Accounts of the Fund. 
 UNEP/OzL.Pro/ExCom/41/8/Add.1: 2003 Consolidated Project Completion Report with Addendum. 
 UNEP/OzL.Pro/ExCom/41/8: 2003 Consolidated Project Completion Report. 
 UNEP/OzL.Pro/ExCom/42/6: Consolidated 2004-2006 Business Plan of the Multilateral Fund.  
 UNEP/OzL.Pro/ExCom/42/19: UNDP Work Programme for 2004 
 UNEP/OzL.Pro/ExCom/42/8: Business Plan for the Years 2004-2006 for UNDP. 
 UNEP/OzL.Pro/ExCom/41/3/Rev. 1: Status of Contributions and Disbursements Report from the Treasurer 

(The Status of the Fund as at 15 December 2003). 
 UNEP/OzL.Pro/ExCom/41/87: Report of the 41st Meeting of the Executive Committee, including Annex 1. 

To guide this assessment, the following performance metrics were applied: 10 

• Results of audits; 11 

• Regularity of audits; 12 

• Independence of auditors; 13 

• Procedures in place to reconcile accounts and correct or explain discrepancies (e.g., recognition 14 
of expenses on a cost versus accrued basis, fiscal year versus calendar year, etc.); and 15 

• Transparency, integrity, and consistency in financial accounting.   16 

The remainder of this chapter is organized as follows: 17 
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 Section 6.2.1 presents background information regarding reconciliation of financial data from 1 
different sources; 2 

 Section 6.2.2 discusses findings and presents a summary evaluation with respect to each metric; 3 
and 4 

 Section 6.2.3 provides recommendations based on each performance metric. 5 

6.2.1 Policy History 6 

Before investigating the reconciliation of financial data from different sources and its analysis, it is 7 
useful to consider the financial structure of the Multilateral Fund (the Fund).  8 

The Fund is financed by donor countries, which are non-Article 5 Parties assessed on the basis of the 9 
United Nations scale of assessments.  Donor payments generally take the form of convertible (hard) 10 
currency, bilateral assistance at up to 20 percent of total payment, or promissory notes, which were 11 
approved as a means of payment at the 11th Meeting of the Executive Committee (UNEP/OzL.Pro/2/3 12 
Decision II/8; UNEP/OzL.Pro/2/3 Annex IV, Appendix IV of Decision II/8; UNEP Policy 41.pdf).  13 
Promissory notes have become increasingly popular over time and, occasionally, have shifted the 14 
composition of the MLF's reserves (UNEP/OzL.Pro/ExCom/25/68, Decision 25/2). 15 

The Treasurer of the Fund is UNEP, which has served as Treasurer since 1991.  The Treasurer is 16 
responsible for receiving and administering contributions and disbursing funds to the Secretariat and 17 
the IAs as directed by the ExCom.  As Treasurer, UNEP also submits investment plans related to 18 
contributions held in reserve for the ExCom’s approval, following consultation with United Nations 19 
officials (UNEP/OzL.Pro/ExCom/3/18/Rev.1 Annex III).  At its 38th meeting, the ExCom requested the 20 
Treasurer to also carry out a reconciliation every year (UNEP/OzL.Pro/ExCom/38/70/Rev.1, Decision 21 
38/1).  Recently, UNEP was presented with a new 5-year contract to continue to serve as Treasurer 22 
(UNEP/OzL.Pro/ExCom/3/18/Rev.1 Annex III).  23 

Previously, the Secretariat also provided a Monitoring and Evaluation Officer (MEF Officer) that 24 
reviewed projects at completion and reported to the Sub-Committee on Monitoring, Evaluation, and 25 
Finance at Meetings of the ExCom.  At the 41st Meeting of the Executive Committee, however, it was 26 
decided to eliminate, on a one-year trial basis, the subcommittee structure, and to examine all items in 27 
plenary sessions (UNEP/OzL.Pro/ExCom/41/87, Decision 41/92). 28 

Reporting, budgeting, and documentation 29 

Important records for the Fund include the Treasurer's report on contributions, fund disbursements, 30 
and investments, including bilateral assistance; the Secretariat's Inventory of Approved Projects; IA 31 
progress reports submitted to the Secretariat; and annual agency account reports submitted to the 32 
Treasurer.  These are guided by the three-year business plan for the Fund and annual work 33 
programmes.   34 

The three-year rolling business plan, based on the level of replenishment decided by the Parties, 35 
shows the priorities and strategies of the Fund, and is compiled from business plans submitted by the 36 
IAs (UNEP/OzL.Pro.7/12 Decision, VII/23).  Agencies must prepare their business plans using a 37 
standardized format (UNEP/OzL.Pro/ExCom/21/36, Decision 21/5; UNEP/OzL.Pro/ExCom/21/7, 21/8, 38 
21/9, 21/10).   39 

Based on IA business plans, the IAs develop annual work programmes in co-operation with potential 40 
recipient countries, wherein they request funding for project preparation and non-investment activities 41 
(UNEP/OzL.Pro/ExCom/3/18/Rev.1 Annex III).  The IAs and the Secretariat meet in December to 42 
consider work programme activities for the following year and to establish their relation to the three-43 
year plan and budget (UNEP/OzL.Pro/ExCom/11/36; UNEP/OzL.Pro/ExCom/11/34).  Work 44 
programmes are approved by the ExCom on an annual basis, based on project eligibility criteria.  45 
Implementation of any aspect of work programmes is subject to fund availability; if there is a shortage 46 
of available funds, the ExCom is to provide guidance to the IAs concerning priorities for project 47 
implementation (UNEP/OzL.Pro/ExCom/3/18/Rev.1 Annex III).  48 
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In addition to business plans and annual work programmes that describe future work plans, IAs must 1 
report progress on existing projects and activities through progress reports 2 
(UNEP/OzL.Pro/ExCom/3/18/Rev.1 Annex III).  The IAs have been asked to apply a standard format 3 
and provide a particular set of information, including data on funds disbursed in a spreadsheet 4 
provided by the Secretariat.  A consolidated progress report is also prepared by the Secretariat for the 5 
second meeting of each year, so the relevant financial data from IAs is due to the Secretariat by 15 6 
March.  7 

The consolidated progress reports are used to identify and address project delays (by requesting 8 
appropriate corrective action from the IAs) (Decision 20/30 in: UNEP/OzL.Pro/ExCom/20/72; 9 
UNEP/OzL.Pro/ExCom/20/40 and Corr.1).  The ExCom has used these report to learn whether IAs 10 
are holding funds for too long (prior to actual disbursement), and to request the Secretariat to review 11 
IA experience in meeting the 70 percent fund disbursement target (Decisions 24/3 and 24/5 in: 12 
UNEP/OzL.Pro/ExCom/24/47).   13 

The Secretariat maintains the Inventory of Approved Projects, which is developed based on 14 
information included in IA progress reports.  At its 37th meeting, the ExCom requested bilateral 15 
agencies to verify their data against the Inventory of Approved Projects before submitting their 16 
progress reports (Decision 37/10 in: UNEP/OzL.Pro/ExCom/37/71).  17 

Agency project completion reports (PCRs) are prepared by IAs when projects are completed and 18 
sometimes show differences in their annual progress reports versus the Secretariat's Inventory.  Also, 19 
the contracts between the IAs and the ExCom require annual audited financial reports to be submitted 20 
to the Treasurer, prepared in accordance with the financial audit regulations of each individual 21 
Agency.  These statements should be reconcilable with reports to the ExCom, especially regarding 22 
total expenditures (disbursements and obligations) and approvals.  All audited financial statements 23 
must be sent by IAs to the Treasurer by 1 September.   24 

Based on the financial statements of IAs, the Treasurer updates records and prepares the Treasurer's 25 
Cumulative Trust Fund Statement.  This statement reports on cumulative income—including 26 
contributions from donor countries and interest income—against cumulative allocations and 27 
provisions—including allocations to the multilateral IAs, bilateral cooperation, and expenses and 28 
fees—to show the current Fund balance available for new allocations.  This statement is critical, as 29 
the ExCom can only approve projects based on available funds.  Basic operating procedure for the 30 
Fund is that no commitments shall be made in advance of the receipt of contributions…but carryforward of unspent 31 
funds is allowed (UNEP/OzL.Pro/2/3 Appendix IV of Decision II/8).  32 

The level of detail contained in the reports of IAs to the Treasurer is not necessarily the same as that 33 
included in their progress reports to the Secretariat.  At its 25th meeting, the ExCom decided to request 34 
the Implementing Agencies and the Treasurer to work further to reconcile data in the progress reports with the Annual 35 
Report on the Accounts of the Multilateral Fund and reduce the occurrence of data discrepancies; (b) to endorse the 36 
Secretariat’s proposal for a workshop on the requirements of progress reporting… (UNEP/OzL.Pro/ExCom/25/68, Decision 37 
25/8).  Similarly, at its 37th meeting, the ExCom request[ed] the Treasurer, the Implementing Agencies and the 38 
Secretariat to provide a full reconciliation of the Accounts of the Fund and the progress reports to the 38th Meeting of the 39 
Executive Committee (UNEP/OzL.Pro/ExCom/37/71, Decision 37/9; UNEP/OzL.Pro/ExCom/37/11).  40 

The Treasurer occasionally updates the cumulative Trust Fund statement during the year in order to 41 
base allocations to IAs on more than one audited financial report received from each of them by 1 42 
September.   43 

6.2.2 Findings and Evaluation 44 

This section presents findings regarding the reconciliation of financial data from different sources.  45 
The findings are organized by performance metrics.  The section is organized as follows:  46 

 Findings by Metric presents findings on reconciliation of financial data from different sources 47 
(Treasurer, IAs, Secretariat, and audited UNEP Fund Accounts); and   48 

 Evaluation by Performance Metric provides an overall assessment of each performance metric, 49 
complete with scoring. 50 
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Findings by metric 1 

Results of audits  2 

As discussed, the Fund’s key financial reporting documents include IA progress reports, the 3 
Secretariat's Inventory of Approved Projects, and the Treasurer's accounts of the Fund that are used 4 
to prepare the cumulative Trust Fund statement (based on audited/certified financial statements from 5 
the IAs).  Since data is cumulative, the latest reconciliation effort (i.e., for calendar year 2002) is 6 
discussed in this report (UNEP/OzL.Pro/ExCom/42/46; UNEP/OzL.Pro/ExCom/41/12).  7 

For 2002, the Treasurer set forth reports for all four multilateral IAs, showing income and 8 
expenditures.  For income, each IA’s progress report on income data (or approved funds including 9 
support costs) was first verified against the Secretariat's Inventory of Approved Projects.  From 1991-10 
2002, net approvals for UNDP, UNIDO and UNEP were over US$808 million, and IA accounts were 11 
almost equal to those reported in the Secretariat's Inventory, differing by only US$28..  The World 12 
Bank’s progress reports indicated cumulative income of US$569 million, while the Secretariat's 13 
Inventory showed about US$572 million.  The Bank then revised their numbers and claimed almost 14 
US$578 million as their cumulative income from 1991-2001, claiming that their progress reports 15 
should have shown higher figures.   16 

After the data in the IA’s progress reports is compared to the Secretariat’s Inventory, it is compared to 17 
the Treasurer’s accounts.  Since the World Bank had not yet completed its 2002 audit, the Treasurer 18 
used the progress report data.  The differences between each IA’s progress report and the 19 
Treasurer’s accounts are shown in Exhibit 6-5.  20 

Exhibit 6-5.  Account Reconciliation: Income Reported in IA Progress Reports versus Treasurer 21 
Accounts 22 

Agency Agency Progress 
Reports, including 

Support Costs,  
1991-2002  

(US$) 

Treasurer's 1991-2002 
Accounts of the Fund 

(US$) 

Difference (US$) 

UNDP $408,620,005 $390,735,472 $17,884,533 
UNEP $72,980,206 $66,187,312 $6,792,894 
UNIDO $319,257,014 $284,713,105 $34,543,909 
World Banka $568,792,596 $562,682,383 $6,110,213 
Total $1,369,649,821 $1,304,318,272 $65,331,549 

a The World Bank has not yet completed its 2002 audit, so the Treasurer proceeded using the progress report 23 
figure.   24 

The above discrepancies in agency progress reports versus the Treasurer's accounts, which are 25 
based on audited financial reports from the IAs, range from US$6.11 million for the World Bank to 26 
US$34.54 million for UNIDO.  While some of this discrepancy may be due to rounding error, other 27 
possible sources of accounting error include the late transfer of funds and other reasons, as 28 
presented in Exhibit 6-6.  Positive possible adjustments (last column) indicate that income may need 29 
to be added to IA income; negative possible adjustments indicate that additional income may need to 30 
be added to the Fund.   31 

Exhibit 6-6.  Possible Explanations for Discrepancies in Income Reported by IAs versus Treasurer 32 
IAs Difference (US$) Income from 38th 

Meeting  
Transferred in 

2003 (US$) 

Other Possible 
Sources of 

Discrepancy 
(US$) 

Possible 
Adjustments (US$)

UNDP $17,884,533 $20,077,513 ($401,250)* ($1,791,730) 
UNEP $6,792,894 $6,680,275 -- $112,619 
UNIDO $34,543,909 $13,110,099 $20,264,334** $1,169,476 
World Bank $6,110,213 $27,966,064 -- ($21,855,851) 
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IAs Difference (US$) Income from 38th 
Meeting  

Transferred in 
2003 (US$) 

Other Possible 
Sources of 

Discrepancy 
(US$) 

Possible 
Adjustments (US$)

Total $65,331,549 $67,833,951 $19,863,084 ($22,365,486) 

* Attributed to start-up costs. 1 
** Attributed to promissory notes held by the Treasurer. 2 

As shown in Exhibit 6-6, some funds allocated to the IAs late in 2002 were not transferred until early 3 
in 2003, so they are not accounted for in the 2002 records.  In addition, the Treasurer held a 4 
promissory note for UNIDO which was not included in UNIDO’s certified statement by auditors.  5 
UNDP also cited start-up costs as a source of potential accounting discrepancy.   6 

According to the Treasurer, possible adjustments relate mostly to gains and losses on promissory 7 
notes that were recorded either by IAs or by the Treasurer in different reporting periods.  They relate 8 
also to interest earned but not reported to the Treasurer in advance of the Treasurer's audit, and 9 
various adjustments regarding bilateral cooperation.  UNDP stated that the US$1.79 million it appears 10 
to owe relates to interest income that was not accounted for in transfers, but will be reviewed.  The 11 
World Bank's apparent debt of US$21.86 million is uncertain, as its audited financial statements for 12 
2002 have not yet been received.  For a second year, UNDP and World Bank did not reconcile their 13 
accounts with their progress reports.   14 

Possible resolutions to these accounting discrepancies were discussed at the 42nd Meeting of the 15 
Executive Committee (UNEP/OzL.Pro/ExCom/42/46).  At that time, UNEP and UNIDO claimed they 16 
needed cash transfers to match the income additions, of US$0.11 and US$1.17 million, respectively 17 
(as indicated in Exhibit 6-6).  UNDP stated that start-up costs from 1991 were US$0.596 million, not 18 
US$0.401 million, but it no longer has many old records; further it claimed that the possible US$1.79 19 
million negative adjustment is of concern and should be further investigated.  20 

The World Bank stated that part of its income difference relates to a 1998 meeting, where the World 21 
Bank, the Treasurer, and the Secretariat negotiated a new starting point because of discrepancies 22 
regarding approval data from the first six years of the Fund.  The new starting point was not recorded 23 
in the Secretariat's Inventory or indicated in approval reports.  Further, end-of-calendar year 24 
adjustments were generally made through 1997, but the World Bank was not aware of these 25 
adjustments.  Finally, the World Bank has just completed its 2001 audit, so the 2002 audit may now 26 
be undertaken.  27 

In conclusion, the Treasurer recommended payments of US$0.11 and US$1.17 million for UNEP and 28 
UNIDO to match the income adjustments.  The Treasurer also recommended agreeing on UNDP's 29 
start-up costs at either US$0.401 million or US$0.596 million, and agreeing to the World Bank's early 30 
changes, which make for a savings of US$3,256,630 less than is reported in the Inventory.  However, 31 
UNDP and the World Bank situations cannot be conclusively decided until the UNDP review and the 32 
World Bank 2002 audit are completed.  33 

While the above information relates to income, the same account reconciliation is required for 34 
expenditures.  Agency progress reports to the Secretariat show funds disbursed by the IA to project 35 
participants and funds obligated, but still held by the IA.  These data are compared to total 36 
expenditures recorded by the Treasurer, as shown in Exhibit 6-7.   37 

Exhibit 6-7. Reconciliation of Accounts: Expenditures from IA Progress Reports versus Treasurer 38 
Accounts  39 

Agency Funds 
Disbursed, 
including 

Support (US$) 

Funds 
Obligated, 
including 

Support (US$) 

IA Total (US$) Treasurer's 2002 
Accounts of the 

Fund (US$) 

Difference  
(US$) 

UNDP $296,950,202 $17,579,459 $314,529,661 $314,051,180 $478,481
UNEP $50,208,139 $1,456,625 $51,664,764 $53,070,365 ($1,405,601)
UNIDO $237,148,888 $20,748,624 $257,897,512 $257,897,515 ($3)
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Agency Funds 
Disbursed, 
including 

Support (US$) 

Funds 
Obligated, 
including 

Support (US$) 

IA Total (US$) Treasurer's 2002 
Accounts of the 

Fund (US$) 

Difference  
(US$) 

World Bank $438,948,628 $129,843,968 $568,792,595 $455,993,142 $112,799,453
Total $1,023,255,857 $169,628,675 $1,192,884,532 $1,081,012,202 $111,872,331

According to UNEP, its expenditure discrepancy of US$1.41 million shown in Exhibit 6-7 is mostly due 1 
to the fact that it cannot show all support costs, because they cannot be assigned initially on a project 2 
by project basis for annual agency project reports.  If UNEP’s support costs were included, the 3 
discrepancy would be much smaller—at negative US$75,611.   4 

For the World Bank, the additional expenditures of US$112.80 million listed in its progress reports 5 
comparde to the Treasurer’s accounts, is claimed to be due to the fact that it reported committed 6 
funds in its progress reports, not actual expenditures.   7 

With regards to PCRs, the 2003 consolidated project completion report covers projects completed 8 
during calendar 2002 (UNEP/OzL.Pro/ExCom/41/8; UNEP/OzL.Pro/ExCom/41/8/Add.1).  The 9 
consolidated report indicated that 1,336 investment projects were completed through December 2002, 10 
for which 1,135 PCRs were received; thus, 201 PCRs were outstanding.  Of these outstanding PCRs 11 
for investment projects, UNDP owes 119, the World Bank owes 75, UNIDO owes 2, and the 12 
remaining five are owed by bilateral agencies of France, Germany, Japan, and the United States.  13 

In the consolidated project completion report, it was also indicated that 511 non-investment projects 14 
were completed through December 2002, for which 459 PCRs were received, with 52 outstanding.  Of 15 
these outstanding PCRs for non-investment projects, UNDP owes 20, the World Bank owes 5, UNEP 16 
and UNIDO each owe 1, and the remaining 29 PCRs are owed by 14 bilateral agencies from 14 17 
countries.   18 

Based on PCRs received, the Secretariat works with IAs to resolve data inconsistencies between the 19 
PCRs, the Secretariat’s Inventory, and IA annual progress reports.  As of 7 November 2003, 20 
according to the 2003 consolidated project completion report, there were 127 data problems 21 
associated with the PCRs, of which only 20 involved inconsistencies in reported funds approved or 22 
disbursed (while the rest involved discrepancies in completion dates and amounts of ODP phased 23 
out).  All 20 finance problems, which occurred with UNDP, UNIDO, and the World Bank, were 24 
resolved.  There were no finance problems at UNEP.  (Only 6 of the discrepancies not related to 25 
finances were unresolved.)   26 

Regularity of audits 27 

For the key reports and PCRs, reconciliation efforts are conducted annually, following the end of the 28 
calendar year.  Likewise, the formal audit/certification of financial statements by outside independent 29 
accountants takes place once per year.  Many problems uncovered in audits are easily resolved, but 30 
the resolutions often require much time.  For example, given that World Bank could not undertake its 31 
2002 audit prior to completing its 2001 audit, the resolution of discrepancies in 2002 will be one year 32 
behind schedule.     33 

Independence of auditors 34 

The audited/certified financial statements that report on the IAs’ financial position are prepared by 35 
independent auditors.  When the Treasurer, IA, and Secretariat meet to compare accounts, agency 36 
progress reports, and the Inventory, each side represents itself in explaining its data.  A similar 37 
process is used when IAs and the Secretariat reconcile PCR records.  Reconciliation discussions 38 
continue until the causes of discrepancies are identified, and corrective action is agreed upon.    39 

Procedures in place to reconcile accounts and correct or explain discrepancies  40 

As described, the different parties meet to examine relevant reports to identify discrepancies in 41 
financial data and resolve them accordingly.  Accounts can often be reconciled by examining the 42 
timing of disbursements, as it is common that one party records disbursement in a given year and the 43 
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other party records disbursement just slightly later, but in the following fiscal year.  Funds may also 1 
exchange hands and complicate matters, as when cash payments were made to UNEP and UNIDO 2 
following discovery of income discrepancies.   3 

Transparency, integrity, and consistency in financial accounting 4 

That all IAs and the Secretariat have their financial books audited by certified accountants is critical 5 
for a large Fund that must protect donors and recipients.  Audited statements serve as the basis for 6 
the Treasurer's report, to which other financial records are compared.  Procedures are documented in 7 
the Fund's "Policies, Procedures, Guidelines and Criteria.”  Furthermore, additional guidance is 8 
occasionally provided on when to report losses/gains on promissory notes and on interest, so that the 9 
same types of discrepancies do not occur year after year. 10 

Evaluation by performance metric 11 

Based on the findings presented above, the achievement of each performance metric was evaluated 12 
using identified criteria, and performance was scored based on the system described in the 13 
Methodology chapter of this report.  The performance summary is provided in Exhibit 6-8. 14 

Exhibit 6-8.  Performance Summary 15 

Metric Result Justification 
Results of audits 4 Strengths 

 Audit/reconciliation discrepancies are identified and 
resolutions are sought.  

 Almost all PCR discrepancies have been resolved quickly. 
Weaknesses 

 Several audit/reconciliation discrepancies have not been 
resolved. 

 Completion of the World Bank’s 2002 audit has lagged and 
stalled the reconciliation of the Fund’s accounts.  

Regularity of audits 5 Strengths 
 Efforts are undertaken annually to reconcile Treasurer's 

accounts with IA progress reports and Secretariat's 
Inventory, which is appropriate.   

 Efforts are also undertaken annually to reconcile results 
from IA and Secretariat project completion reports, which is 
appropriate.  

Weaknesses 
 None.  

Independence of auditors 4 Strengths 
 Formal certified audits of IA and the Treasurer’s financial 

records take place annually by independent auditors.  
Weaknesses 

 Reconciliation of IA progress reports is performed by IAs, 
the Treasurer, and the Secretariat, who each represent 
themselves, introducing some partiality. 

 Discrepancies in PCR data are resolved by IAs and the 
Secretariat, potentially introducing bias. 

Procedures in place to 
reconcile accounts and 
correct or explain 
discrepancies 

4 Strengths 
 IAs, the Secretariat, and the Treasurer meet, examine, and 

resolve financial discrepancies. 
 Most discrepancies are resolved; some by making 

bookkeeping adjustments, others by providing cash 
payments. 

Weaknesses 
 Some account discrepancies are large and on occasion are 

not resolved quickly. 
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Metric Result Justification 
Transparency, integrity, and 
consistency in financial 
accounting 

4 Strengths 
 Certified independent accountants audit accounts on an 

annual basis. 
 In-house financial staff are well-trained and capable. 
 Procedures are documented in a Fund report.  

Weaknesses 
 Financial discrepancies are quite large, which indicates 

opportunity for improvement in transparency and 
consistency in financial accounting across agencies. 

6.2.3 Recommendations 1 

This section presents the recommendations and specific actions that may be taken relevant to this 2 
TOR area, organized by performance metric. 3 

Results of audits  4 

 Clarify how, when, and what financial data should be accounted and reported by IAs. 5 

While accounting discrepancies have typically been resolved, with discrepancies of over US$100 6 
million, it is clear that additional guidance would be useful to IAs.  Accordingly, the ExCom should 7 
request the Treasurer to create a concise document clarifying when, what, and how to report financial 8 
data (e.g., gains/losses from promissory notes and interest income).  Such guidance could summarize 9 
information currently included in the 700-page Policies, procedures, guidelines, and criteria report, 10 
and could highlight those accounting procedures that have historically contributed to inconsistencies.  11 
For example, the guidance could reiterate that progress reports are to show expenditures, not 12 
committed resources; that fund transfers should be recorded in the precise year in which they are 13 
received; and when gains or losses associated with promissory notes and interest income should be 14 
reported.   15 

Regularity of audits 16 

 Continue conducting annual audits of Fund activities. 17 

No recommendation for new action is necessary.  18 

Independence of auditors 19 

 Consider engaging an independent party to assist with the reconciliation of accounts if unresolved 20 
financial discrepancies persist. 21 

Although most financial discrepancies have been resolved in a timely manner, the ExCom should 22 
consider engaging an external auditor to resolve those issues, should any significant discrepancies 23 
persist.  Currently, account reconciliation and PCR reconciliation is performed by IAs, the Treasurer, 24 
and the Secretariat, each of whom is self-represented.  Although this is a collaborative process, with 25 
all Parties agreeing to any decision made, the very nature of the process (involving only insiders) 26 
could lead to unintended bias.  For this reason, an external objective auditing process may be 27 
beneficial.   28 
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Procedures in place to reconcile accounts and correct or explain 1 
discrepancies  2 

 See recommendation above under performance metric “Results of audits.”  3 

Transparency, integrity, and consistency in financial accounting 4 

 See recommendation above under performance metric “Results of audits.”  5 

Exhibit 6-9 summarizes the recommendations and proposed actions.   6 

Exhibit 6-9.  Summary of Recommendations 7 

General Recommendation Recommended Action 

Results of audits 

 Clarify how, when, and what financial data should be 
accounted and reported by IAs. 

 ExCom should request the Treasurer to create a 
concise guidance document summarizing accounting 
Fund procedures and clarifying those that have 
previously been the source of confusion/discrepancy. 

Regularity of audits 

 Continue conducting annual audits.  No recommendation for new action is necessary. 

Independence of auditors 

 Consider engaging an independent auditor to assist 
with account reconciliation if financial discrepancies 
persist. 

 The ExCom should develop policy regarding the 
threshold for which an independent auditor is needed 
to reconcile accounts. 

Procedures in place to reconcile accounts and correct or explain discrepancies 

 See recommendation above under performance 
metric “Results of audits.” 

 See recommendation above under performance 
metric “Results of audits.” 

Transparency, integrity, and consistency in financial accounting 

 See recommendation above under performance 
metric “Results of audits.” 

 See recommendation above under performance 
metric “Results of audits.” 

 8 

6.3 Term of Reference Area 5c: Multilateral Fund Contributions 9 

The term of reference (TOR) area evaluated in this section is: performance of donor countries in 10 
fulfilling their obligation vis-à-vis the Multilateral Fund.  Accordingly, this section evaluates the 11 
contributions of donor countries from the inception of the Multilateral Fund (the Fund) to the present, 12 
and the degree to which donor countries have upheld their obligations to the Fund by contributing all 13 
funding pledged in a timely manner.  Note that all monetary figures in this section are in U.S. dollars.   14 

Exhibit 6-10 presents the relevant documents and decisions referenced in this assessment.  15 



Evaluation of the Financial Mechanism of the Montreal Protocol                 ICF Consulting 

 DRAFT  Last saved on: 6/22/2004 10:27 PM  DO NOT QUOTE OR CITE  
196

Exhibit 6-10.  Relevant Documents and Decisions 1 

 Decision II/8 in: UNEP/OzL.Pro.2/3.   
 Decision VI/5 in: OzL.Pro.6/7.   
 Decision VIII/6 in: OzL.Pro.8/12.   
 Decision XI/6 in: OzL.Pro.11/10.   
 Paragraphs 29 and 30 in: UNEP/OzL.Pro/ExCom/14/15. 
 UNEP/OzL.Pro.4/15. 4th Meeting of the Parties, Terms of Reference of the Multilateral Fund.  Annex IX.   
 UNEP/OzL.Pro/ExCom/5/CRP.6: Preliminary evaluation of the potential USSR in-kind contribution. 
 UNEP/OzL.Pro/ExCom/5/12: Contribution in kind [private]. 
 UNEP/OzL.Pro/ExCom/10/CRP.1, Attachment C: Temporary difficulties encountered by Hungary, Bulgaria, 

and Poland.  
 UNEP/OzL.Pro/ExCom/10/CRP.1, Attachment D: Temporary difficulties encountered in meeting 

contributions by Parties not operating under Paragraph 1 of Article 5. 
 UNEP/OzL.Pro/ExCom/17/6: Report from the Treasurer on the procedure of transferring promissory notes. 
 UNEP/OzL.Pro/ExCom/25/6: Promissory notes.  
 UNEP/OzL.Pro/ExCom/32/5.  Status report on the implementation of the fixed exchange rate mechanism. 
 UNEP/OzL.Pro/ExCom/33/5.  Status report on the implementation of the fixed exchange rate mechanism. 
 UNEP/OzL.Pro/ExCom/41/83.  Concessional lending.  
 UNEP/OzL.Pro/ExCom/42/3.  Status of contributions and disbursements.  The status of the Fund as at 15 

February 2004.  

To guide this assessment, the following performance metrics were applied: 2 

• Timeliness and quantity of payments received relative to payments promised 3 

 Contributions are generally paid in a timely manner 4 

 Contributions are generally paid in full 5 

• Form of payment 6 

 Forms of payment permitted are convenient to donors 7 

 Forms of payment permitted are beneficial for recipients 8 

 Forms of payment permitted maximise Fund resources 9 

• Fund experience with the Fixed Exchange Rate Mechanism FERM) 10 

 FERM allows the Fund to maximise the value of contributions 11 

The remainder of this chapter is organized as follows: 12 

 Section 6.3.1 presents background information regarding the policy history of Fund contributions; 13 

 Section 6.3.2 discusses findings and a summary evaluation of the Executive Committee’s 14 
(ExCom) performance with respect to each metric; and 15 

 Section 6.3.3 provides recommendations based on each performance metric. 16 

6.3.1 Policy History 17 

Fund donors 18 

The Fund relies exclusively on donations for its resources.  Contribution amounts are determined by 19 
the United Nations Scale of Assessments, and by applying the specific Multilateral Fund requirement 20 
that no Party may contribute over 25 percent of total Fund value.  Fund donors include Parties to the 21 
Montreal Protocol not listed under Paragraph 1 of Article 5 of the Montreal Protocol (non-Article 5 22 
Parties), and other voluntary donors, such as non-parties, governmental, intergovernmental, non-23 
governmental and other sources (Terms of Reference of the Multilateral Fund in: 24 
UNEP/OzL.Pro.4/15).  Exhibit 6-11 lists non-Article 5 Parties to the Montreal Protocol and their 25 
pledged and paid contributions, as well as the percentage of their pledged contributions paid.  As 26 
shown, between 1991 and 2003, 92 percent of funds pledged have been paid, although 20 of the 51 27 
donor countries have outstanding contributions for that time period. 28 
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Exhibit 6-11. Non-Article 5 Developed Country Parties: Pledged and Paid Contributions at 26 1 
March 2004 (1991-2003, US$)  2 

Party 
Pledged Contributions 

(US$) 
Paid Contributions 

(US$) 
Percent of Pledged 
Contributions Paid 

Australia $30,925,784 $30,764,615 99%
Austria $17,541,668 $17,541,668 100%
Azerbaijan $829,120 $100,000 12%
Belarus $2,497,285 $36,503 1%
Belgium $21,870,762 $21,870,762 100%
Brunei Darussalam $0 $0 NA
Bulgaria $1,017,655 $1,017,655 100%
Canada $60,843,529 $62,408,939 103%
Cyprus $148,670 $148,670 100%
Czech Republic $5,120,467 $5,120,467 100%
Denmark $14,277,419 $12,826,896 90%
Estonia $94,584 $94,584 100%
Finland $11,712,556 $11,608,629 99%
France $129,299,814 $121,429,340 94%
Georgia $0 $0 NA
Germany $190,459,222 $200,637,457 105%
Greece $7,839,991 $6,428,210 82%
Hungary $3,028,107 $3,028,107 100%
Iceland $630,633 $644,742 102%
Ireland $4,352,419 $4,352,419 100%
Israel $5,585,935 $3,582,753 64%
Italy $99,793,953 $97,832,768 98%
Japan $318,760,945 $313,126,967 98%
Kuwait $286,549 $286,549 100%
Latvia $278,940 $278,940 100%
Liechtenstein $177,158 $165,631 93%
Lithuania $402,518 $14,975 4%
Luxembourg $1,380,807 $1,420,574 103%
Malta $28,052 $28,052 100%
Monaco $142,697 $142,677 100%
Netherlands $32,737,165 $32,737,165 100%
New Zealand $4,828,855 $4,828,855 100%
Norway $11,841,704 $11,841,704 100%
Panama $16,915 $16,915 100%
Poland $3,988,365 $3,020,001 76%
Portugal $6,214,829 $5,406,751 87%
Russian Federation $89,121,167 $0 0%
Singapore $531,221 $531,221 100%
Slovak Republic $1,689,727 $1,689,727 100%
Slovenia $216,909 $216,909 100%
South Africa $3,793,691 $3,793,691 100%
Spain $47,442,715 $47,442,715 100%
Sweden $23,473,259 $23,473,259 100%
Switzerland $24,338,882 $24,338,882 100%
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Tajikistan $92,792 $5,333 6%
Turkmenistan $281,718 $0 0%
Ukraine $8,600,008 $785,600 9%
United Arab Emirates $559,639 $559,639 100%
United Kingdom $105,689,921 $113,524,559 107%
United States $435,011,570 $401,497,668 92%
Uzbekistan $539,307 $167,473 31%
TOTAL $1,730,337,598 $1,592,817,616 92%

Source: UNEP/OzL.Pro/ExCom/42/54, Annex I.  1 

In 1994, at the 6th Meeting of the Parties (MOP), it was decided that Parties originally classified as 2 
non-Article 5 and later re-classified as Article 5 were not expected to contribute to the Fund after re-3 
classification.  The Parties also decided that the countries were not required to pay outstanding 4 
contributions for the years for which they were reclassified as Article 5 Parties.  (Decision VI/5 in: 5 
UNEP/OzL.Pro/6/7).  In November 1996, at the 8th MOP, it was decided that the only countries 6 
expected to contribute to the Fund were non-Article 5 Parties that were Parties to the London 7 
Amendment to the Montreal Protocol (Decision VIII/6 in: OzL.Pro/8/12). 8 

Developing country Parties not operating under Paragraph 1 of Article 5 (non-Article 5 developing 9 
country Parties) also contribute to the Fund, based on their status under the United Nations Scale of 10 
Assessment.  While donor countries are to pay their obligations annually, they face no sanctions for 11 
failure to do so, and the Fund has no authority to procure payment from recalcitrant parties.  The Fund 12 
has never received the full contributions pledged in any year of Fund operation.  Exhibit 6-12 presents 13 
the amounts of contributions agreed, received, and outstanding since 1991. 14 

Exhibit 6-12.  Historic Fund Contributions: Quantities 15 

[See attached] 16 

Source: Data from UNEP/OzL.Pro/ExCom/42/3 17 
 18 

Types of contributions 19 

The modalities for Fund contributions were first established in June 1990 at the 2nd MOP, but have 20 
evolved over time.  Originally, modalities included convertible currency, in-kind contributions, or, under 21 
special circumstances, national currency.  In addition, when particular cases for regional cooperation 22 
were allowed by a decision of the Parties, bilateral cooperation or regional cooperation was also 23 
permitted (Decision II/8 in: UNEP/OzL.2/3).  Promissory notes were first introduced in 1993 and 24 
modalities for encashment of promissory notes were introduced in 1994 at the 12th Meeting of the 25 
Executive Committee.   26 

Exhibit 6-13 summarizes the types of contributions made to the Fund in the form of cash, promissory 27 
notes, and bilateral cooperation from 1990 to the present.  28 

Exhibit 6-13.  Historic fund contributions: Types  29 

[See attached] 30 

Source: Data from UNEP/OzL.Pro/ExCom/42/3 31 
 32 

The remainder of this section describes the types of contributions currently permissible and/or 33 
considered under the Fund in more detail.  Specifically, the following types of funding modalities are 34 
discussed: 35 

• Direct Payments; 36 
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• Bilateral and Regional Cooperation; 1 

• Promissory Notes;  2 

• In-Kind Contributions; and 3 

• Management of Contributions and Innovative Measures (investment and FERM) 4 

Direct payments 5 

Direct payment was approved as a method for contribution in April 1991 at the 3rd Meeting of the 6 
Executive Committee (UNEP/OzL.Pro/3/18/Rev.1).  Most countries contribute to the Fund through 7 
direct grants.   8 

Bilateral and regional cooperation 9 

Decision II/8 stated that countries could provide up to 20 percent of their cooperation in the form of 10 
bilateral cooperation, or in limited circumstances with the approval of a decision of the Parties, 11 
through regional cooperation.  Such types of cooperation must be proven to: (1) directly relate to 12 
compliance with Montreal Protocol provisions; (2) provide additional resources; and (3) meet 13 
incremental costs that have been approved for the project or programme being funded (Decision II/8 14 
in: UNEP/OzL.Pro/2/3). 15 

Promissory notes 16 

The primary reason for allowing promissory notes as a modality for Fund contributions was that 17 
countries were failing to submit cash contributions when promised (UNEP/OzL.Pro/ExCom/11/7).  18 
Promissory notes provide the donor country an alternative to producing hard currency up front, since 19 
the money is provided only upon encashment.  More specifically, in the context of the Fund, 20 
promissory notes are non-negotiable and non-transferable instruments that allow countries to avoid 21 
contributing all money on the first day of the year, and to instead contribute through encashments 22 
over several years.  After promissory notes are deposited in the central monetary authority of the 23 
Fund, they are official payments and are, therefore, considered as resources available for proposed 24 
projects.  Promissory notes allow countries to commit to specified quantities of funding in the future, 25 
which would be encashed on a fixed schedule, thus spacing funding commitments throughout the 26 
year or over several years, and preventing nonpayment status if countries do not provide their entire 27 
contribution up-front in cash.   28 

Promissory notes were first defined as a “committable resource” for country contributions in 29 
November 1993 at the 11th Meeting of the Executive Committee (Item 128 in: 30 
UNEP/OzL.Pro/ExCom/11/36).  At the 12th Meeting of the Executive Committee in March 1994, an 31 
encashment schedule for promissory notes was adopted, which required that notes deposited in a 32 
given year would be encashed in equal installments over the following three years 33 
(UNEP/OzL.Pro/ExCom/12/37).  The encashment profiles included in promissory notes are to 34 
correspond with the disbursement needs of the Fund (UNEP/OzL.Pro/ExCom/11/7).  Promissory 35 
notes are only disbursed to the World Bank, and the Treasurer holds promissory notes for UNDP, 36 
UNEP, and UNIDO.   37 

Due to the increased amount of contributions submitted in promissory notes versus cash in the mid to 38 
late 1990s, in July 1998 (at the 25th Meeting of the Executive Committee), the ExCom determined that 39 
the Treasurer could implement an accelerated encashment schedule on a pro-rata basis as needed 40 
(Decision 25/2 in: UNEP/OzL.Pro/25/2).  Although promissory notes are accepted as a form of 41 
contribution, arrears for payments through 1993 can only be paid in cash, with the exception of 42 
countries with economies in transition (CEITs), which can pay arrears in promissory notes as 43 
determined at the 12th Meeting of the Executive Committee in paragraph 20 (Paragraph 20 in: 44 
UNEP/OzL.Pro/ExCom/12/37).   45 

In-kind contributions 46 

The London Amendment, adopted in 1990 at the 2nd MOP, stated that the Fund could be financed in 47 
particular circumstances by in-kind contributions (Article 8, The London Amendment to the Montreal 48 
Protocol in Annex II of UNEP/OzL.Pro.2/3).  In-kind contributions can include payments in the form of 49 
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technology, technological documentation, equipment, CFC substitutes, or expert personnel and 1 
training (UNEP/OzL.Pro/ExCom/5/12), under certain circumstances.  While in-kind contributions have 2 
not historically been used as a mode of contribution, there was early discussion of such contributions 3 
by the USSR.  In particular, at the 2nd and 3rd Meetings of the Executive Committee in December 1990 4 
and April 1991, the USSR stated that it would pay in-kind contributions to the Interim Multilateral Fund 5 
(UNEP/OzL.Pro/ExCom/3/18/Rev.1).  At the 5th Meeting, the USSR again stated that it would only be 6 
able to make in-kind contributions to the Fund.  In response, the ExCom requested the Secretariat to 7 
work with the USSR and IAs to investigate possible development of modalities for in-kind 8 
contributions.  However, Russia (formerly the USSR) has not paid any in-kind contributions to date.  9 

Management of contributions and innovative measures 10 

At the 4th Meeting of the Parties in November 1992, the Parties agreed on the terms of reference for 11 
the Fund, which specified that all contributions not immediately required for activities under the Fund 12 
should be invested, and that all interest earned should be returned to the Fund.  For this reason, 13 
timely contributions from donors are essential for maximizing Fund dollars and, ultimately, Fund 14 
success.  UNEP, as the Fund Treasurer, has invested Funds, since 2001, through the UN Pool, 15 
managed by the UN Headquarters Treasury, which is responsible for investment decisions.  By 16 
investing through this pool, UNEP’s level of risk is reduced, investments of unused Fund contributions 17 
are diversified, and a slightly longer term approach with slightly higher returns can be applied to core 18 
funds (UNEP/OzL.Pro/ExCom/42/48). Investment of contributions not immediately required for 19 
activities under the Fund is discussed further in Chapter 5, Section 5.1.  20 

Additionally, in November 1998 at the 10th MOP, the Parties decided to investigate the use of fixed 21 
currency exchange rates for the 2000-2002 replenishment period (UNEP/OzL.Pro.10/9) as a method 22 
for managing Fund contributions.  At this time, the U.S. dollar was strong and some donor countries 23 
were struggling to pay their pledged contributions.  At the 11th MOP, the Parties decided to implement 24 
a trial FERM for the 2000-2002 replenishment of the Fund, with an aim to: 25 

• Ease countries’ contributions to the Fund by allowing them to contribute in national currencies; 26 

• Aid the timely contribution of funds; and 27 

• Maximise the level of Fund resources. 28 

Under Decision XI/6, only countries with inflation rate fluctuations of less than 10 percent may use the 29 
FERM.  For countries eligible to use FERM, the following rules also apply: 30 

• Parties that choose to contribute to the Fund using national currency calculate their contributions 31 
based on the average United Nations Exchanges rate over the six months preceding the 32 
replenishment period. 33 

• Parties that choose not to pay in national currency would continue to pay in U.S. dollars. 34 

• Parties should pay contributions no later than 1 June each year; if unable to pay by 1 June, 35 
Parties must notify the Treasurer and indicate when they will pay, but payment should occur no 36 
later than 1 November for such Parties. (UNEP/OzL.Pro.11/10) 37 

In December 2000, the ExCom urged Parties to inform the Treasurer of their intention to use FERM 38 
by the 33rd Meeting of the Executive Committee (Decision 32/2 in: UNEP/OzL.Pro/ExCom/32/44).  39 
The Parties that indicated that they would continue using the FERM include: Australia, Austria, 40 
Belgium, Canada, Czech Republic, Denmark, Finland, France, Germany, Greece, Ireland, Italy, New 41 
Zealand, Switzerland, and the United Kingdom (UNEP/OzL.Pro/ExCom/33/5).   42 

While countries that use the FERM are responsible for any shortfall generated when a redeemed 43 
promissory note does not meet the specified contribution amount due to currency exchange 44 
fluctuations prior to encashment of a promissory note, they also receive any surplus generated as a 45 
result of these fluctuations.  Under the FERM, any outstanding contributions directly impact the Fund 46 
by creating present day financial losses attributable to exchange rate fluctuations that must be repaid, 47 
thereby depleting the Fund's available resources (Bove, 2003).  Further information on the FERM, in 48 
terms of details on losses and gains to the Fund, can be found in Chapter 5, Section 5.1.  49 
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6.3.2 Findings and Evaluation 1 

This section presents findings related to the performance metrics for Fund contributions.  The 2 
remainder of this section is organized as follows: 3 

 Findings by Metric discusses findings by performance metrics; and 4 

 Evaluation by Performance Metric provides an overall assessment of Fund contributions, 5 
complete with scoring. 6 

Findings by metric 7 

Timeliness and quantity of payments received relative to payments promised 8 

The Fund has an overall record of success in acquiring adequate contributions to ensure the funding 9 
of most approved projects and programmes.  Historically, including interest income that offsets funds 10 
not contributed, the Fund has received approximately 95-96 percent of the Funds pledged, and the 11 
Secretariat does not anticipate cash flow concerns for the 2004-2006 triennium because of interest 12 
that will accrue during the triennium (42nd Meeting of the ExCom plenary session).  Indeed, almost all 13 
Parties have contributed at least part of their pledge annually.   14 

The Fund’s success is due in part to the fact that the ExCom has introduced alternative measures for 15 
donor countries unable to pay during a given year or in a timely manner.  The acceptance of 16 
promissory notes, the waiving of contributions for countries re-classified as Article 5 Parties, and the 17 
allowance of CEITs to pay pre-1993 arrears in promissory notes are all examples of such measures. 18 

Despite these measures, however, timeliness of contributions has been a continuing challenge for the 19 
Fund, and few countries have failed to pay any portion of their contribution since the inception of the 20 
Fund.  For example, the Russian Federation has made no contributions of any kind to the Fund, 21 
accounting for the majority share of undisputed, outstanding contributions to the Fund.  CEITs also 22 
account for a large share of undisputed, outstanding contributions (Bove 2003) 23 

Additionally, of the 51 Fund donor countries, 20 have outstanding contributions for the 1991-2003 24 
period (UNEP/OzL.Pro/ExCom/42/54, Annex I).  In the Fund’s earlier years, such payments in arrears 25 
caused significant impacts on ODS phase-out efforts: at several meetings in 1994, the ExCom was 26 
not able to consider any new proposed projects; in May 1996, the ExCom could only commit available 27 
funds to projects carried over from the previous ExCom meetings; and, in March 1998, the ExCom 28 
was again unable to approve new proposed projects (Bove 2003).   29 

Some late payments have occurred for reasons unrelated to the inability of countries to pay at the 30 
beginning of the year.  For example, in one instance a country submitted a late payment because it 31 
had not received a payment reminder from the Treasurer.  Such cases could easily be avoided by 32 
ensuring that letters requesting payment of all countries are sent in a timely fashion to all Parties.   33 

Form of payment 34 

Direct payments are a valuable form of contribution to the Fund because they allow direct transfer of 35 
cash to IAs, allowing timely project implementation.  Additionally, any cash resources that are not 36 
immediately necessary for ODS phase-out efforts can be invested, thus increasing Fund value over 37 
time.  The only weakness of cash contributions is that donor countries may be reluctant to pay using 38 
this form, and will therefore put off their contribution.   39 

Bilateral cooperation offers flexibility for donors who wish to contribute in-country technologies and/or 40 
expertise.  This type of payment can be particularly beneficial in cases where multilateral IAs lack 41 
experience in a given country or areas of expertise for which bilateral agencies can contribute.  42 
Indeed, bilateral agencies often develop a specialized “niche,” thus increasing the efficiency of its 43 
assistance as it gains years of experience in the niche.  Occasionally, bilateral agencies may not be 44 
best suited to implement the types of projects they select.  Additionally, because they are not subject 45 
to the same monitoring and evaluation process as the multilateral IAs, the success of such projects is 46 
less clear.  Furthermore, bilateral agencies occasionally commit resources beyond the allowable 20 47 
percent level, with the expectation that project funding will be reduced during the review process.  If 48 
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project proposals are rejected (as opposed to funding approval reductions) as a result of this, ODS 1 
phase-out efforts will be slowed.  However, note that overcommitment by bilaterals is extremely rare, 2 
and in such cases bilaterals often ensure that contingency plans are in place if funds exceed 20 3 
percent.      4 

Promissory notes have also been valuable to countries that need alternatives to cash payment or 5 
bilateral cooperation, as evidenced by the fact that 40 percent of Fund contributions paid in 1997 were 6 
in the form of promissory notes.  Use of promissory notes has since decreased.  All shortfalls resulting 7 
from exchange rate fluctuations between the provision of promissory notes and encashments are to 8 
be compensated by the contributing Parties to ensure that the Fund will not lose value from the use of 9 
promissory notes—with the exception of lost interest to the Fund.  However, reviews of the use of 10 
promissory notes in the past have revealed delays in fund transfer to UN Agencies after ExCom 11 
meetings.  Additionally, the financial policies of IAs (i.e., UNDP and UNIDO) have historically 12 
prevented project implementation until cash resources were physically deposited into IAs’ accounts, 13 
thereby leading to fund disbursement problems.  In 1998, at the 25th Meeting of the Executive 14 
Committee, UNDP’s and UNIDO’s agreements with the Fund were amended to allow the IAs to 15 
accept promissory notes (UNEP/OzL.Pro/ExCom/25/68).    16 

Finally, promissory notes can cause accounting problems, as promissory notes are only issued in set 17 
denominations, which may be more than the funding amount approved for specific projects.  For 18 
example, if a US$500,000 project is funded with a promissory note valued at US$1 million, more 19 
funds are disbursed to the IA than approved.  If the US$500,000 balance is not returned to the Fund, 20 
accounting problems and/or inefficient fund use will result.  Promissory notes are discussed in further 21 
detail in Chapter 5, Section 5.1.   22 

Fund experience with the FERM  23 

The FERM provides mixed benefits for the Fund.  By allowing Parties to more easily contribute in local 24 
currency and contribute at an earlier date without worrying about exchange rate fluctuations, ExCom 25 
hoped to stimulate contributions to the Fund.  FERM is very convenient for Fund donors because it 26 
removes all negative risk from exchange rate fluctuations.  When a country makes a pledge in local 27 
currency, if the currency declines in value when the note is encashed, the country owes no additional 28 
money and the gap in funding will be covered by the Fund.  The October 2001 interim review of the 29 
FERM found that more countries did contribute after the implementation of FERM, but at about the 30 
same level, and that they contributed later in the year.  Furthermore, in 2001, the Fund suffered 31 
losses because the U.S. dollar was strong (UNEP/OzL.Pro/13/6).   32 

In 2004, the FERM has benefited the Fund.  For example, while the Treasurer’s provision for FERM 33 
losses was US$9.95 million on 15 February 2004, by 26 March 2004, the provision had dropped by 34 
US$1.45 million to US$8.5 million (UNEP/OzL.Pro/ExCom/42/54, Annex I and UNEP/OzL.Pro/42/3).  35 
At the 42nd Meeting of the Executive Committee, FERM was recognized by ExCom members as a 36 
positive contribution to the Fund.  In the long-term, it appears that FERM’s direct effect on the Fund 37 
will rise and fall, exactly inverse to the activity of the U.S. dollar.  38 

Evaluation by performance metric 39 

Based on the findings presented above, the achievement of each performance metric was evaluated 40 
using identified criteria, and performance was scored based on the system described in the 41 
introduction to this report.  The performance summary is provided in Exhibit 6-2. 42 
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Exhibit 6-14.  Performance Summary 1 

Metric Result Justification 
Timeliness and 
quantity of payments 
received relative to 
payments promised 

3 Strengths 
 Resources are typically adequate to fund new projects, although 

problems existed in earlier years. 
 Interest earned by the Fund on contributions has largely 

compensated for late/ unpaid contributions. 
 For the period 1991-2003, over 92 percent of all agreed 

contributions have been paid (not including disputed contributions).  
Weaknesses 

 Some donors continue to have contributions in arrears; specifically, 
for 1991-2003, 20 of the 51 donors have outstanding contributions.  

 Donor countries have historically typically paid at a later date than 
requested by the Treasurer. 

Form of payment 4 Strengths 
 Promissory notes and bilateral cooperation provide flexibility for 

donors, resulting in more timely payments, and in full. 
 Promissory notes are encashed on a fairly rigorous schedule. 
 A sufficient amount of up-front cash is generally available. 
 Cash contributions can be invested to maximise funds.   

Weaknesses 
 Use of promissory notes precludes interest earnings on 

contributions. 
 Promissory notes can cause accounting and disbursement 

problems. 
Fund experience with 
the FERM 

4 Strengths 
 FERM’s flexibility increases timely contributions and has helped 

offset unpaid contributions in the past. 
Weaknesses  

 When the U.S. dollar rises, FERM decreases Fund value. 

6.3.3 Recommendations 2 

This section presents the recommendations and specific actions relevant to this TOR area that can be 3 
taken by the ExCom, the Treasurer, or other bodies, organized by performance metric. 4 

Timeliness and quantity of payments received relative to payments promised 5 

 Continue to encourage all donor countries to pay in a timely manner and to pay in full. 6 

No recommendation for new action is necessary. 7 

 Continue to monitor partial payments and unpaid contributions to project available Fund 8 
resources to allow for careful planning. 9 

No recommendation for new action is necessary. 10 

Form of payment 11 

 Address bilateral resource commitments. 12 

The rare case of over-committed bilateral contributions could result in a shortage of funds for the 13 
continuation of critical multilateral IA activities.  Note that this is not a priority area, however, because 14 
of the infrequency with which this situation occurs.  Discussion on this topic during the 42nd Meeting of 15 
the Executive Committee emphasized that, in such cases, bilateral agencies must work with 16 
multilateral IAs to ensure that all projects will be supported, even in a case where bilateral agencies 17 
reach their 20 percent limit and must transfer responsibility for some projects to a multilateral agency.  18 
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Policy on this issue should be advanced further, perhaps through the creation of a temporary working 1 
group or on-line discussions among select ExCom members.   2 

 Address fund disbursement and accounting issues associated with promissory notes. 3 

In addition to advancing policy decisions regarding the treatment and encashment of promissory 4 
notes based on the Treasurer’s report on the treatment/encashment of promissory notes to be 5 
provided at the 43rd Meeting of the Executive Committee, the Treasurer should issue promissory 6 
notes in smaller denominations and/or carefully monitor any fund balances from promissory notes to 7 
ensure that all excess funding is returned from IAs to the Fund.   8 

Fund experience with the FERM  9 

 Continue analysis of the FERM’s effect on Fund value, and re-consider its use as necessary. 10 

The Treasurer should continue to monitor the annual net gains or losses resulting from the use of the 11 
FERM, as was done at the 32nd and 33rd Meetings of the Executive Committee.  In addition, the 12 
Treasurer should add a column to financial reports specifically designated for FERM data.  If FERM 13 
losses increase significantly in future, the ExCom should consider revising FERM policy.   14 

Exhibit 6-15 summarizes the general and specific recommendations for the ExCom and/or Treasurer 15 
to improve donor performance and the impact of that performance on the Fund.  For areas where 16 
additional improvements are not needed, recommendations simply reflect existing plans/activities. 17 

Exhibit 6-15.  Summary of Recommendations 18 

General Recommendation Recommended Action 

Timeliness and quantity of payments received relative to payments promised 

 Continue to encourage all donor countries to pay 
in a timely manner. 

 No recommendation for new action is necessary. 

 Continue to monitor partial/unpaid contributions to 
allow for careful planning. 

 No recommendation for new action is necessary. 

Form of payment 

 Address bilateral resource commitments.  ExCom should form an informal working group or 
other discussion forum for bilateral over-
commitments and contingency plans. 

 Address issues associated with promissory notes.  Treasurer should issue promissory notes in smaller 
denominations and/or ensure that all balances from 
promissory notes are returned from IAs to the 
Fund.   

Fund experience with the FERM 

 Continue analysis of FERM’s effect on Fund 
value. 

 Treasurer should add a column to financial report 
specifically designated for FERM.   

 If excessive losses result from FERM, the ExCom 
and Secretariat should re-evaluate the ability to 
solicit cash contributions in a timely manner. 

 19 



Exhibit 6-13.  Historic Fund Contributions: Quantities

$0

$50

$100

$150

$200

$250

$300

$350

$400

$450

$500

1991-1993 1994-1996 1997-1999 2000 2001 2002 2003

Year

U
S$

 (m
ill

io
ns

)

Agreed Contributions
Actual Contributions
Outstanding Contributions



Exhibit 6-14.  Historic Fund Contributions: Types 
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Annex A: List of Article 5 and Non-Article 5 Parties 1 

Exhibit A- 1.  Parties Classified as Operating Under Article 5 of the Montreal Protocol  2 

1. Albania 47. Ghana 93. Palau 
2. Algeria 48. Grenada 94. Panama 
3. Angola 49. Guatemala 95. Papua New Guinea 
4. Antigua and Barbuda 50. Guinea 96. Paraguay 
5. Argentina 51. Guyana 97. Peru 
6. Armenia 52. Haiti 98. Philippines 
7. Bahamas 53. Honduras 99. Qatar 
8. Bahrain 54. India 100. Romania 
9. Bangladesh 55. Indonesia 101. Rwanda 
10. Barbados 56. Iran, Islamic Republic of 102. Saint Kitts and Nevis 
11. Belize 57. Jamaica 103. Saint Lucia 
12. Benin 58. Jordan 104. Saint Vincent and the 

       Grenadines 
13. Bolivia 59. Kenya 105. Samoa 
14. Bosnia and Herzegovina 60. Kiribati 106. Saudi Arabia 
15. Botswana 61. Korea, Democratic People's 

Republic of 
107. Senegal 

16. Brazil 62. Korea, Republic of 108. Serbia and Montenegro 
17. Brunei Darussalam 63. Kuwait 109. Seychelles 
18. Burkina Faso 64. Kyrgyzstan 110. Sierra Leone 
19. Burundi 65. Lao People's Democratic 

      Republic 
111. Singapore 

20. Cambodia 66. Lebanon 112. Solomon Islands 
21. Cameroon 67. Lesotho 113. Somalia 
22. Central African Republic 68. Liberia 114. South Africa 
23. Chad 69. Libyan Arab Jamahiriya 115. Sri Lanka 
24. Chile 70. Madagascar 116. Sudan 
25. China 71. Malawi 117. Suriname 
26. Colombia 72. Malaysia 118. Swaziland 
27. Comoros 73. Maldives 119. Syrian Arab Republic 
28. Congo 74. Mali 120. Tanzania, United Republic of 
29. Congo, Democratic Republic 
of 

75. Malta 121. Thailand 

30. Costa Rica 76. Marshall Islands 122. The Former Yugoslav 
        Republic of Macedonia 

31. Côte d'Ivoire 77. Mauritania 123. Togo 
32. Croatia 78. Mauritius 124. Tonga 
33. Cuba 79. Mexico 125. Trinidad and Tobago 
34. Cyprus 80. Moldova 126. Tunisia 
35. Djibouti 81. Mongolia 127. Turkey 
36. Dominica 82. Morocco 128. Tuvalu 
37. Dominican Republic 83. Mozambique 129. Uganda 
38. Ecuador 84. Myanmar 130. United Arab Emirates 
39. Egypt 85. Namibia 131. Uruguay 
40. El Salvador 86. Nauru 132. Vanuatu 
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41. Ethiopia 87. Nepal 133. Venezuela 
42. Federated States of 
 Micronesia 

88. Nicaragua 134. Viet Nam 

43. Fiji 89. Niger 135. Yemen 
44. Gabon 90. Nigeria 136. Zambia 
45. Gambia 91. Oman 137. Zimbabwe 
 92. Pakistan   

Source: <http://www.unep.org/ozone/Treaties_and_Ratification/Montreal_Protocol/list_article5parties.asp> 1 

Exhibit A- 2.  Parties Temporarily Classified as Operating Under Article 5 of the Montreal Protocol 2 

1. Cape Verde 
2. Cook Islands 
3. Guinea Bissau 
4. Niue 
5. Sao Tome and 
Principe 

Exhibit A- 3.  Parties Classified as not Operating Under Article 5 of the Montreal Protocol [The Countries 3 
highlighted are full Party to the Montreal Protocol] 4 

Non-Article 5 Parties  Party to the Copenhagen 
Amendment  

Party to the Beijing Amendment 

Australia Yes No 
Austria Yes No 
Azerbaijan Yes No 
Belarus No No 
Belgium Yes No 
Bulgaria Yes Yes 
Canada Yes Yes 
Czech Republic Yes Yes 
Denmark Yes Yes 
Estonia Yes Yes 
European Community Yes Yes 
Finland Yes Yes 
France Yes Yes 
Germany Yes Yes 
Greece Yes No 
Hungary Yes Yes 
Iceland Yes Yes 
Ireland Yes No 
Israel Yes Yes 
Italy Yes  No 
Japan Yes Yes 
Kazakhstan No No 
Latvia Yes No 
Liechtenstein Yes Yes 
Lithuania Yes No 
Luxembourg Yes Yes 
Monaco Yes Yes 
Netherlands Yes Yes  
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Non-Article 5 Parties  Party to the Copenhagen 
Amendment  

Party to the Beijing Amendment 

New Zealand Yes Yes 
Norway Yes Yes 
Poland Yes No 
Portugal Yes No 
Russian Federation No No 
Slovakia Yes Yes 
Slovenia Yes Yes 
Spain Yes Yes 
Sweden Yes Yes 
Switzerland Yes Yes 
Tajikistan No No 
Turkmenistan No No 
Ukraine No No 
United Kingdom  Yes Yes 
Unites States of America Yes Yes 
Uzbekistan Yes No 
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Annex B: Terms of Reference 1 

 2 

1. Executive Committee Decision-Making Process: 3 

a) Review of the adequacy of planning and implementation process of activities to ensure 4 
compliance; 5 

b) The adequacy of information presented to the Executive Committee to enable it to take 6 
decisions on projects and policies; 7 

c) Coherence and effectiveness in project review process; 8 
d) Cost effectiveness of approved ODS phase-out projects and programmes; 9 
e) Effectiveness and cost of the administrative organization of the Executive Committee, 10 

including the structure and functions of the Subcommittee for Project Review and the 11 
Subcommittee for Monitoring, Evaluation and Finance and their role in the Executive 12 
Committee. This should include analysis of options for management in the future, given 13 
implementation of the new country driven/compliance focused programme; 14 

f) Assessment of the necessary level of confidentiality of the Executive Committee meeting 15 
documentation, bearing in mind the interest of project proponents; and 16 

g) Use of performance indicators. 17 

2. Multilateral Fund Secretariat Activities: 18 

a) Appraisal of the efficiency and effectiveness of the review process of ODS phase-out projects 19 
and programmes with respect to the goals of the Montreal Protocol and decisions of the 20 
Meetings of the Parties; 21 

b) Monitoring the efficiency of the implementation of projects and programmes, in particular the 22 
monitoring and management of fund transfer and disbursement; and  23 

c) Adequacy and comprehensiveness of the information provided to the Executive Committee 24 
on the financial reports submitted for the Executive Committee’s consideration. 25 

3. Activities Implemented by Multilateral and Bilateral Implementing Agencies: 26 

a) Review of the adequacy in identifying plans and projects to assist national compliance with 27 
the Montreal Protocol; 28 

b) Evaluation of the fund management and disbursement policy of each implementing agency; 29 
c) Investment strategy of cash advances; 30 
d) Assessment of the use of the administrative costs, with special consideration to smaller 31 

versus larger projects; 32 
e) Cost effectiveness of each agency, taking separately into account the investment projects and 33 

other activities (institutional support, ODS officer network management, etc.)  34 
f) Assessment of the proportion of approved funds between investment and non-investment 35 

projects in the different agencies; 36 
g) Adequacy and effectiveness of fund disbursements, and fund disbursement management, 37 

including reporting to the Multilateral Fund secretariat; and 38 
h) Additional costs for the Multilateral Fund, if any, of overlapping activities between agencies. 39 

4. Fund Management: 40 

a) Assess past experience of fund management as performed by the Treasurer; 41 
b) Compare to management and financial practices of other funds (Global Environment Facility, 42 

development banks) as benchmarks. 43 

5. Additional Matters: 44 

a) Adequacy of the interaction between the implementing agencies, the Multilateral Fund 45 
secretariat and relevant subsidiary bodies; 46 
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b) Analysis and reconciliation of financial data from different sources (Treasurer, implementing 1 
agencies, Multilateral Fund secretariat accounts and audited United Nations Environment 2 
Programme Fund accounts); and 3 

c) Performance of donor countries in fulfilling their obligation vis-à-vis the Multilateral Fund. 4 
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Annex C: Questions Asked of Affected Parties 1 

To enhance and strengthen the report, questions were written based on the 23 term of reference 2 
areas and were asked of the following affected Parties: 3 

 4 

 Enterprises; 5 
 6 

 Executive Committee members; 7 
 8 

 Implementing Agency heads and staff; 9 
 10 

 National Ozone Unit (NOU) directors and staff; 11 
 12 

 Members of the Multilateral Fund Secretariat (Secretariat); and  13 
 14 

 The Multilateral Fund Treasurer (“Treasurer”). 15 
 16 
 17 

Questions were formulated to allow respondents to answer in detail, rather than only supplying 18 
affirmative or negative answers.  They were also formulated to include topics related to all terms of 19 
reference but were so extensive as to create an excessive burden on respondents.  In particular, if 20 
sufficient information was available from meeting documents of other material on a particular matter, 21 
additional questions were not deemed necessary.  Questions were asked in person at meetings (as 22 
described in further detail in Chapter 1), and via telephone and e-mail.  Respondents only answered 23 
questions they thought to be germane or that they had sufficient experience to answer; and hence 24 
answers were not provided to all questions posed.  The list of questions provided below is illustrative 25 
of the level and detail of questions posed.  Terms of reference are as are provided after each question 26 
to indicate the questions’ relevance.    27 

Enterprises 28 

1. Please describe the ODS phase-out project or programme you are undertaking or have 29 
completed (e.g., sector, ODS phaseout target, start date, IA, etc.) [general background] 30 

 31 
2. Do/did you feel that you have/had sufficient input in the project planning and identification 32 

process?  Were you able to use your preferred technology provider(s) and select the 33 
technology most efficient and cost-effective for you? [3a] 34 

 35 
3. Was communication between your company and your NOU/IA adequate throughout project 36 

implementation? In particular, did they provide sufficient information on your roles and 37 
responsibilities, and were they generally responsive to your needs and concerns? [3a] 38 

 39 
4. Were the contracts you signed specifying your share of overall costs comprehensive and 40 

protective? Did the contract pose any legal concerns or difficulties for your company, such 41 
that it caused project delay? [3b]  42 

 43 
5. What, if anything, could have been done to improve the project or programme in which you 44 

were involved? [3a, general background] 45 
 46 

6. Is there any other information you would like to provide related to your experience(s) with the 47 
Multilateral Fund? [general background] 48 

Executive Committee 49 
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1. Is the requirement that annual implementation programmes (for performance-based sector 1 
and national ODS phase-out plans) be submitted eight weeks prior to ExCom meetings 2 
sufficient for thorough review of the submittals? [1b] 3 

 4 
2. Do you think that the quantity of information provided to you during the project review process 5 

is insufficient, adequate, or excessive? [1b] 6 
 7 

3. Would any other type of information be useful in the financial reports that you review? [2c] 8 
 9 

4. Do you think that project cost effectiveness should be given greater weight relative to other 10 
weighted performance indicators? [1g] 11 

 12 
5. Do you think performance indictors should include more country-specific considerations, such 13 

as the number of stakeholders and beneficiaries involved in the project? [1g] 14 
 15 

6. Has the Secretariat been effective in ensuring that non-eligible costs are trimmed from the 16 
budgets of projects/programmes when recommending budgets to the ExCom for approval?  17 
Do you have any other comments on the subject of maximizing cost effectiveness of Fund 18 
activities?  [1d, 2a, 3e, 4b] 19 

 20 
7. Do you think the functions of the ExCom will be conducted more efficiently now that the sub-21 

committees have been dissolved for a one-year trial period? Why or why not? Are there other 22 
changes that you believe could be made to the administrative organization of ExCom to make 23 
your work more efficient and/or cost-effective? [1e] 24 

 25 
8. Do you feel that an adequate level of confidentiality is currently being exercised by the 26 

ExCom regarding meeting documentation? Has maintaining confidentiality been an 27 
impediment in the project review process for the ExCom?  Can you give an example of a 28 
confidentiality breach that you’ve witnessed over the last few years? [1f] 29 

 30 
9. Do you find that many projects are hindered by delayed fund disbursements from IAs and, if 31 

so, how could policy be changed to ensure more timely fund disbursement? [2b, 3b] 32 
 33 

10. Do you think the project review process is fair and consistent? How might it be improved to 34 
ensure compliance in A5 countries? [2a] 35 

 36 
11. What do you believe are the two greatest challenges to A5 compliance within the current 37 

structure of the MLF? Do you have suggestions for overcoming these challenges? [1a] 38 
 39 

Implementing Agencies  40 

1. Have you developed a set of qualitative performance indicators?  If yes, could we view a copy 41 
of them? [1g] 42 

2. Please provide a list of standard criteria used for identifying plans and projects, if such a list 43 
exists. [3a] 44 

3. Please describe the general coordination process between your agency, NOUs, and other IAs 45 
when working to identify activities. [3h] 46 

4. Do you think that the current reporting requirements for projects are insufficient, adequate, or 47 
excessive—and why?  Do you think that the Fund Secretariat gives adequate attention to 48 
reporting documents? [2a, 3g] 49 

5. Do you think more interaction is needed between the Fund Secretariat and the IAs?  If so, 50 
what additional actions do you think should be taken to facilitate this interaction? [2a, 5a] 51 

6. Do the performance evaluations of the IAs result in positive feedback loops by which the IAs 52 
learn to improve their project identification, planning, and preparation processes? [2a, 2b, 1g] 53 

7. What strategies have you implemented to reduce administrative costs associated with 54 
project/programme implementation? [3d] 55 
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 1 
8. In your opinion, have policies to reduce activity overlap between IAs been successful?  2 

Should more be done to further reduce overlap and, if so, what? [3h] 3 
 4 

9. What is the typical timeframe for disbursement of funds from the Treasurer to your agency? 5 
[3g]   6 

 7 
10. Prior to fund disbursement, do you invest cash advances independently or on a pooled basis? 8 

[3c] 9 
 10 

11. Please describe the types of investments made with disbursed funds (e.g., debt ratings of 11 
bonds or securities, government vs. corporate vs. other debt, fraction of listed vs. unlisted 12 
stocks). [3c] 13 

 14 
12. For investments, what are the relative percentages of debt to equity? [3c] 15 

 16 
13. In what currencies are your investments made, and what is the approximate fraction of each? 17 

[3c] 18 
 19 

14. What is your record of investment returns over the past five years? [3c] 20 
 21 

15. What documents provided at to the ExCom do you believe should be confidential versus 22 
available to the public? [1f]] 23 

 24 
16. To focus our evaluation, we will be highlighting the experiences of some of the larger Article 5 25 

Parties—namely, India, Mexico, China, Argentina—as well as some key LVC countries.  Can 26 
you provide examples of particularly successful and/or unsuccessful investment projects in 27 
any or all of these larger A5 countries? [general background] 28 

NOUs  29 

1. Are regional network meetings, workshops, and training sessions effective in helping Article 5 30 
countries achieve compliance?  Does the information presented at these events help NOUs 31 
overcome specific policy issues in their own countries? [1a, 3a] 32 

 33 
2. Have NOUs experienced any confidentiality breaches with regard to information provided to 34 

the ExCom?  If so, please provide examples.  Are policy changes needed to avoid future 35 
confidentiality breaches?  [1f] 36 

 37 
3. Do you think that the rate of US $12.10 per ODP kilogramme used in allocating phase-out to 38 

non-investment projects is appropriate?  Do you have concerns about the policy that reduces 39 
the remaining CFC consumption eligible for funding by 1 kg for every US $12.10 of funding 40 
approved for all CFC-related non-investment activities? [3f] 41 

 42 
4. Do you believe that the cost-effectiveness thresholds are set at appropriate levels? Should 43 

they be higher or lower for any particular sector? [3e] 44 
 45 

5. How have the modalities of NOU operation changed in response to strategic planning?  What 46 
additional support, if any, is needed to fulfill the expectations placed on NOUs? [1a, 3a] 47 

 48 
6. What strategies are used to identify investment projects under a national or sector ODS 49 

phase-out plan, and to maintain project momentum to prevent backsliding?  [1a, 3a] 50 
 51 

7. In your opinion, do NOUs have the appropriate information to make an informed choice 52 
regarding the IA that can best help their country achieve compliance?  If not, what is needed 53 
to enhance NOU capacity to choose an IA? [3a]   54 

 55 
8. Have NOUs been successful in ensuring the coordination of IAs for related sectors, in 56 

accordance with Decision 36/5?  If not, what more, if anything, should be done?  [3h] 57 
 58 
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9. Will NOUs be able to meet the performance milestones set out in performance-based sector 1 
and national ODS phase-out plans?  What additional measures have been or should be taken 2 
to ensure that these milestones are met? [1a, 3a] 3 

 4 
10. Are there specific projects or programmes in your country that have been particularly 5 

successful or unsuccessful that you would like to discuss? [general background] 6 

 7 

Secretariat  8 

1. What changes, if any, would you suggest to improve project identification by IAs in order to 9 
maximize compliance? [3a] 10 

 11 
2. Do you think that the division between investment and non-investment projects across IAs is 12 

appropriate to ensure compliance?  Or, has the distinction between investment and non-13 
investment projects been blurred such that a determination cannot be made? [3f]  14 

 15 
3. Do you believe that the cost-effectiveness thresholds for each sector are set at appropriate 16 

values? Should they be higher or lower for any particular sector?  Please explain.  [3e] 17 
 18 

4. Do you think that sufficient attention is paid to the smaller LVCs to ensure their compliance?  19 
If not, what additional help may LVCs need to phase out the remaining ODS consumption?   20 

 21 
5. What are the main limitations of the Compliance Oriented Model?  What actions, if any, 22 

chould be taken to improve it?  Will a similar model be used for the next business planning 23 
period? [1a] 24 

 25 
6. Do you think that the quantity of information provided to the ExCom during the project review 26 

process is insufficient, adequate, or excessive?  Please explain. [1b, 1c] 27 
 28 

7. Are the regional network meetings, workshops, and training sessions effective in helping 29 
Article 5 countries achieve compliance?  Do you think that the information presented at these 30 
events helps NOUs overcome specific policy issues in their own countries?  [1a, 3a] 31 

 32 
8. As a result of the large number of sector and national phaseout plans that have been 33 

approved recently, do you think IAs will have difficulty implementing all of them and/or face 34 
difficulties in meeting their performance requirements? [1a]   35 

 36 
9. Do NOUs have the appropriate information to make an informed choice on the IA that has the 37 

comparative advantage in their country to help them achieve compliance? [3a, 5a] 38 
 39 

10. Do you think that more interaction is needed between the Secretariat and the IAs for project 40 
planning?  If so, what additional actions do you think should be taken to facilitate this 41 
interaction? [3a, 5a]  42 

 43 
11. What do you believe have been Article 5 countries’ biggest challenges in developing sector 44 

and national ODS phase-out plans and national compliance strategies? [1a] 45 
 46 

12. What have been the most common reasons for implementation delays across the various 47 
sectors?  Have these reasons differed by sector and/or region? [2b, 3g] 48 

 49 
13. How do IAs set their targets for the performance indicators?  How are IA performance data 50 

used? [1g] 51 
 52 

14. Should there be consequences associated with the non-achievement of performance 53 
indicators?  If so, what should the consequences be? [1g] 54 

 55 
15. Do you think that the current investment and non-investment performance indicators 56 

adequately address issues related to strategic planning?  If not, how do you think the 57 
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performance indicators should be changed to reflect the priorities of the compliance period? 1 
[1g] 2 

 3 
16. Do you think that IA reporting requirements are insufficient, adequate, or excessive?  Please 4 

explain. [3g] 5 
 6 

17. What kind of feedback are IAs getting with regard to sector and national phaseout plans?  Do 7 
you think this amount of feedback is sufficient to allow IAs to consider lessons learned and 8 
improve on future plans?  What more could be done, if anything? [2a] 9 

 10 
18. Do you think that supplier rosters, such as the United Nations Common Supply Database 11 

(UNCSD), effectively reduce overlap in procurement efforts among IAs?  Is more needed to 12 
avoid redundancy? [3h] 13 

 14 
19. Do you think the core funding administrative cost regime established by Decision 38/68 15 

should be applicable to bilateral agencies? [3d] 16 
 17 

20. Can you provide examples and NOU/enterprise contact information (or documentation) for the 18 
following: [general background, 2b, 3g, 3h] 19 

 Particularly successful investment projects  20 
 Unsuccessful investment projects 21 
 Local decisionmaking and/or capacity building 22 
 Innovative approaches/technologies in ODS phase-out projects 23 
 Activity overlap between agencies 24 
 Significant project delay 25 

 26 

Treasurer 27 

1. In what forms of payment do you typically disburse funds to IAs: cash or promissory notes?  28 
Please approximate the percentage of each form of payment.  [4b] 29 

 30 
2. As part of the Final Draft Agreement signed between the Treasurer and the ExCom 31 

(presented at the 42nd Meeting of the Executive Committee), UNEP is to design and maintain 32 
a financial reporting system that is transparent and consistent, to ensure comparability and 33 
reconciliation.  How much of this financial reporting system is already in place, and what 34 
specific additional components remain to be developed? When is it anticipated that the 35 
implementation of this financial reporting system will be complete? [4a, 4b] 36 

 37 
3. Other than audited IA financial statements that are completed annually, are any additional 38 

sources of information utilized in preparing allocations to IAs? [4a, 4b]  39 
 40 

4. Please describe what constitutes “miscellaneous income”. [general background] 41 

 42 
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Annex D: Performance Metrics  
 

Performance Indicators 
Study of the Financial Mechanism of the Montreal Protocol 

1 Executive Committee Decision-Making Process 

Review of the adequacy of planning and implementation process of activities to ensure 
compliance 
NOTES:  ICF will assess ExCom’s review of Implementing Agencies’ planning and implementation 
processes, paying close attention to degree to which ExCom’s review helps ensure/consider 
compliance.   

1a 

Indicators: 
• Standard, compliance-driven set of review criteria 
• Review criteria consistently applied 
• Review criteria are revised, as appropriate, when necessary   
• Resulting improvements in planning and implementation  

The adequacy of information presented to the ExCom to enable it to take decisions on 
projects and policies 
NOTES:  It is understood that this refers to the information ExCom decision-makers receive for review 
of projects, policies, or other phaseout-related decisions, primarily from the Secretariat; but it is 
recognized that this information originates from IAs, NOUs, enterprises, and others. 

1b 

Indicators: 
• Amount of information  
• Quality of information  
• Presentation of information 
• Consistency of information 
• Timing of receipt of information 

Coherence and effectiveness in project review process 
NOTES:  The coherence of the ExCom’s project review process will be evaluated based on an 
assessment of the process that is in place for managing project review. The effectiveness of the 
process will be evaluated based on the extent to which the review process contributes to agreed 
compliance milestones.   

1c 

Indicators: 
• Standard, compliance-driven set of review criteria  
• Review criteria consistently applied 
• Review criteria are revised, as appropriate, when necessary  
• Identification of project overlap, ineligible funding, and inflated costs 

Cost effectiveness of approved ODS phase-out projects and programmes 
NOTES:   ICF will provide a quantitative analysis of a variety of cost-effectiveness measures of 
approved ODS phase-out projects and programmes using the MLF Inventory and, to the extent 
possible, compare these with the cost effectiveness of similar ODS phaseout interventions conducted 
by the Global Environment Facility (GEF) in CEITs.   

1d 

Indicators: 
• Quantitative analyses of cost-effectiveness (using the MLF Inventory) 
• Comparison of cost-effectiveness of ODS phaseout interventions under the MLF vs. GEF 

1e Effectiveness and cost of the administrative organization of the ExCom, including the 
structure and functions of the Sub-Committee for Project Review and the Sub-Committee for 
Monitoring, Evaluation, and Finance and their role in the ExCom.  This should include analysis 
of options for management in the future, given implementation of the new country-
driven/compliance-focused programme. 
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Performance Indicators 
Study of the Financial Mechanism of the Montreal Protocol 

NOTES:  Given the abolition of the sub-committees, ICF will focus on the degree to which the 
structure and functions of the ExCom support the current and future needs of the MLF.  

 

Indicators: 
• Changes in ExCom roles/functions (as a result of the current country focused/compliance driven 

programme) 
• Known and anticipated effects of abolishing Sub-Committees 
• Appropriate number of ExCom meetings 

Assessment of the necessary level of confidentiality of the ExCom meeting documentation, 
bearing in mind the interest of project proponents 
NOTES:  ICF will evaluate the appropriateness of the classification of meeting documents as limited 
or general distribution. 

1f 

Indicators: 
• Policies (or precedence) on confidentiality of meeting documentation 
• Potential stakeholder interests at risk  
• Potential need for increased transparency  

Use of performance indicators   
NOTES:  It is understood that this refers to the use of performance indicators by the ExCom in 
reviewing the activities of IAs.  Accordingly, ICF will evaluate the ExCom’s use of performance 
indicators in their decision-making process to determine if currently-used performance indicators help 
in assessing whether IA activities are likely to assist A5 countries to achieve compliance, and whether 
the ExCom effectively uses these indicators to review the adequacy of the IAs’ implementation 
activities. 

1g 

Indicators: 
• Standard, compliance-driven set of indicators 
• Indicators consistently applied 
• Indicators are revised, as appropriate, when necessary  
• Accuracy of performance indicators in measuring IA performance  
• Effective use of qualitative and quantitative performance indicators in determining the adequacy of 

IAs’ implementation processes 

2 Multilateral Fund Secretariat Activities 

Appraisal of the efficiency and effectiveness of the review process of ODS phaseout projects 
and programmes with respect to the goals of the Montreal Protocol and decisions of the 
Meetings of the Parties 
NOTES:  It is understood that this calls for an appraisal of the efficiency and effectiveness of the Fund 
Secretariat’s project/programme review process.  Therefore, ICF notes that a shared view of the 
goals of the Montreal Protocol and decisions of the Meetings of the Parties is required.  For the 
purpose of this evaluation, ICF assumes that the goals of the Montreal Protocol are focused on 
compliance, and that the decisions of the MOPs are also aimed at achieving compliance. 

2a 

Indicators: 
• Standard, compliance-driven set of review criteria  
• Review criteria consistently applied 
• Review criteria are revised, as appropriate, when necessary  
• Adequacy of review measures (in particular cost effectiveness) in terms of maximizing compliance 

Monitoring the efficiency of the implementation of projects and programmes, in particular the 
monitoring and management of fund transfer and disbursement 
NOTES:  ICF will evaluate the monitoring process of the Secretariat to determine if fund transfer and 
disbursement are effective and efficient. 

2b 

Indicators: 
• Standard process of monitoring 
• Results of monitoring process  
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Performance Indicators 
Study of the Financial Mechanism of the Montreal Protocol 

Adequacy and comprehensiveness of the information provided to the ExCom on the financial 
reports submitted for the ExCom's consideration 
NOTES:  ICF will review the adequacy and comprehensiveness of the financial information provided 
by the Treasury to the ExCom (i.e., the Report from the Treasurer provided for review at ExCom 
meetings).  This review will assess information based on the extent to which it assists the ExCom in 
its decision-making process, recognizing the current country-driven/compliance-focused programme. 

2c 

Indicators: 
• Quantity of information  
• Appropriateness (relevance and quality) of information  
• Timing of receipt of information 

3 Activities Implemented by Multilateral and Bilateral Implementing Agencies 

Review of the adequacy in identifying plans and projects to assist national compliance with 
the Montreal Protocol 
NOTES:  It is understood that this refers to whether IAs are bringing the right projects and plans to 
the ExCom to help A5 countries achieve compliance.  Accordingly, ICF will review whether: (1) 
adequate/appropriate information is available and organized for the IAs to understand the compliance 
needs of each country, and that such information is applied in identifying projects and plans; (2) each 
IA has a process (internal check) to ensure that their plans/projects contribute to compliance; (3) 
coordination with other IAs is sufficient to understand which compliance needs are being addressed 
by other IAs. 

3a 

Indicators: 
• Appropriate (quality) information available to IAs  
• Standard criteria for identifying plans and projects 
• Coordination with other IAs  

Evaluation of the fund management and disbursement policy of each implementing agency 
NOTES:  It is understood that this refers to ExCom policies governing multilateral IAs’ fund 
management and disbursement. In particular, this includes policies with respect to the return of 
unused funds, interest, reporting on fund use, etc.  

3b 

Indicators: 
• Effectiveness of policies to ensure fiduciary responsibility and timely transfer and disbursement 
• Effectiveness of policies to ensure transparency 
• Reporting/recordkeeping requirements of multilateral IAs, Secretariat, Treasurer 

Investment strategy of cash advances 
NOTES:  ICF will assess the investment strategy of cash advances from Treasurer to IAs, if any, of 
each multilateral implementing agency to determine how investment strategies can prudently 
maximize MLF funds. 

3c 

Indicators: 
• IAs’ investment strategies of cash advances, including risk, return, time-frame (e.g., 1-3 years) and 

currency employed 
• Earnings and losses by each multilateral IA on investments over last several years  

Assessment of the use of the administrative costs, with special consideration to smaller 
versus larger projects 
NOTES:  ICF will assess the IAs’ use of their administrative budget, paying careful attention to how 
the administrative budget is used for small and large projects, and assessing how budgets can be 
optimized. 

3d 

Indicators: 
• Amount/percent of administrative budget used for small versus large projects 
• Clarity of administrative budget categories  
• Proportion of budget in each cost category 
• Efficiency measures adopted to administer small projects 
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Performance Indicators 
Study of the Financial Mechanism of the Montreal Protocol 

Cost effectiveness of each agency, taking separately into account the investment projects and 
other activities (institutional support, ODS officer network management, etc.) 
NOTES:  ICF proposes to review cost effectiveness information for each IA, both in terms of 
investment projects and other activities.  The analysis will be presented in an easily-comparable 
format. 

3e 

Indicators: 
• Quantitative analysis of cost-effectiveness (on a per ton of ODS-basis) of investment and non-

investment projects of each multi- and bilateral IA by sector, project/programme type, and 
LVC/HVC 

• Comparison to cost-effectiveness thresholds 

Assessment of the proportion of approved funds between investment and non-investment 
projects in the different agencies 
NOTES:  ICF proposes to review this question by: (1) documenting the historical proportions of 
approved funds for each IA between investment and non-investment projects; and (2) assessing 
these proportions based on original Terms of Reference for each IA, and historical cost-effectiveness 
of different types of projects by each IA.   

3f 

Indicators: 
• Historical proportions  
• Proportions vs. original TOR for each IA 
• Cost-effectiveness of project types (investment vs. non-investment) by IA 

Adequacy and effectiveness of fund disbursements, and fund disbursement management, 
including reporting to the Multilateral Fund secretariat 

3g 

NOTE: ICF will assess actual IA performance in terms of fund disbursement and management, 
including: speed of disbursements, efficiency/effectiveness of documentation processes, and 
efficiency of modalities of fund disbursement. ICF will also evaluate whether or not IAs report fund 
balances to the Secretariat in a concise, thorough, and timely fashion. 

 Indicators: 
• Quantitative analysis of project approval vs. fund disbursement 
• Relative efficiency of modalities by IA 
• Adequacy of IA reporting to Secretariat  
• Accurate reflection of enterprise/NOU information in IA reporting 
• Historical record on return of funds from cancelled projects and timeliness 

Additional costs for the Multilateral Fund, if any, of overlapping activities between agencies 
NOTES:  ICF will identify areas in which there may be overlap between more than one IA.  This will 
include assessing both the project identification and development processes for each IA, and 
identifying areas where overlap has historically occurred.  This information may yield observations on 
the roles of IAs, and opportunities for streamlining IA work based on the current country-
driven/compliance-focused programme. 

3h 

Indicators: 
• Occurrence of overlaps  
• Degree to which IA project development processes address potential overlap  
• Potential definition of roles  
• Opportunities for streamlining 

4 Fund Management 

Assess past experience of fund management as performed by the Treasurer 4a 
NOTE: ICF will assess the past performance of the Treasurer in terms of fund management including: 
prudent investment of replenished funds, policies regarding and speed of disbursements, 
efficiency/effectiveness of financial reporting and documentation processes, and efficiency of fund 
management modalities.  
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Performance Indicators 
Study of the Financial Mechanism of the Montreal Protocol 

 Indicators: 
• Fiduciary responsibility to donors and recipients (e.g., careful tracking of inflows, expenditures, etc.)
• Transparency (clear documentation) of activities (i.e., procedures are in place) 
• Timeliness of transfer and disbursement 
• Communication with donors and recipients 
• Adequacy of recordkeeping (i.e., proper documentation/reconciliation of accounts) 

Compare to management and financial practices of other funds (Global Environment Facility, 
development banks) as benchmarks 
NOTE: ICF will compare the fund management modalities of the MLF with the GEF, and, to a lesser 
extent, with the development banks, to highlight the difference in policies, procedures, and 
operations, to identify challenges and opportunities for the MLF. 

4b 

Indicators: 
• Options for donor payments 
• Complexity of fund management, including expected risk and return, and liquidity position 

(matching investment length/type to need) 
• Fiduciary responsibility (e.g., careful tracking of inflows, expenditures, etc.) 
• Transparency (clear documentation) of activities (i.e., procedures are in place) 
• Timeliness of transfer and disbursement 
• Adequacy of recordkeeping (i.e., proper documentation/reconciliation of accounts) 

5 Additional Matters 

Adequacy of the interaction between the implementing agencies, the Multilateral Fund 
Secretariat and relevant subsidiary bodies 
NOTES:  ICF proposes to review the adequacy of interaction between IAs, the MLF Secretariat, and 
NOUs during the processes for project identification, planning, review, implementation, and 
evaluation.  Activities of the TEAP and TOC will be investigated with respect to calculation of MLF 
replenishment and assessment of alternatives. 

5a 

Indicators: 
• Level of collaboration between bodies (frequency, effectiveness) 
• Process for preparing Replenishment Reports 

Analysis and reconciliation of financial data from different sources (Treasurer, implementing 
agencies, MLF secretariat accounts, and audited UNEP Fund accounts) 
NOTES:  It is understood that this entails an evaluation of the processes undertaken by the MLF to 
analyze and reconcile financial data.  

5b 

Indicators: 
• Results of audits  
• Regularity of audits 
• Independence of auditors 
• Procedures in place to reconcile accounts and to correct or explain discrepancies (e.g., recognition 

of expenses on a cost vs. accrued basis, timing (fiscal year v calendar year)) 
• Transparency, integrity, and consistency in financial accounting 
Performance of donor countries in fulfilling their obligation vis-à-vis the MLF 
NOTES:  ICF proposes to review information concerning payments received, the timing of such 
payments, and the form of such payments.  ICF will identify possible implications of this performance. 

5c 

Indicators: 
• Timeliness of payments received relative to payments promised 
• Form of payment 
• MLF’s experience with FERM (Fixed Rate Exchange Mechanism) 
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Annex E: ODS Phase-out Efforts of Case Study 1 

Countries 2 

To illustrate the extent and diversity of Multilateral Fund (the Fund) phase-out activities both within 3 
and across Article 5 countries, this Annex presents data on the types and magnitude of ozone 4 
depleting substance (ODS) phase-out efforts funded by the Fund in eight case study countries.  The 5 
eight case study countries were strategically selected to provide a broad but focused representation of 6 
phase-out activities in terms of:  7 

 Regional coverage 8 
 Large versus small 9 
 Compliance versus non-compliance 10 
 ODS producers versus non-producers 11 

Based on these criteria, four low-volume consuming (LVC) countries and four non-LVC countries were 12 
selected, as presented in Exhibit E- 1.   13 

Exhibit E- 1.  Case Study Countries  14 
LVCs Non-LVCs 

Cameroon 
Costa Rica 

Jordan 
Maldives 

Argentina 
China 
India 

Mexico 

In addition to being non-LVCs, Argentina, China, India, and Mexico are also large producers of ODS.  15 

This Annex provides a graphical overview of the phase-out activities approved across all eight 16 
countries, as well as individual tables summarizing the key data by country.  17 

Exhibit E- 2 presents the total funds for investment projects by country and sector approved as of 31 18 
December 2003, based on data from the MLF Inventory of Approved Projects.  Countries are 19 
arranged from left to right in descending order of approved funding.  Because no investment projects 20 
have been approved in the Maldives, this country is not included in the exhibit.  21 

Exhibit E- 2.  Total Funds Approved for Investment Projects by Country and Sector 22 

[See attached] 23 

Notes: 24 
No projects with cancellation status as of 31 December 2003 are included above. 25 
There are no investment projects in the Maldives.  26 
Source: MLF Inventory of Approved Projects (2003). 27 

As shown, the refrigeration sector accounts for one of the largest sectors of investment activity in 28 
nearly all countries. The foams sector also accounts for a significant portion of national investment 29 
funding in China, India, Mexico, Argentina, and Cameroon. In China, India, and Mexico, the 30 
production sector has also been an important target for approved funding. Fumigants have received 31 
substantial funding as a percent of total national investment activities in Costa Rica, Jordan, and 32 
Argentina. 33 

Exhibit E- 3 presents the total funds for non-investment projects by country and type of non-34 
investment approved as of 31 December 2003, based on data from the MLF Inventory of Approved 35 
Projects. Countries are arranged from left to right in descending order of approved funding.  As 36 
shown, project proposal preparation in non-LVC countries (as well as in Jordan) accounts for the 37 
single largest percentage of national funding for non-investment activities.  In most of the LVC 38 
countries, technical assistance and, to a lesser extent, institutional strengthening account for the 39 
greatest shares of funding for non-investment activities. 40 
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Exhibit E- 3.  Total Funds Approved for Non-Investment Projects by Country and Project Type 1 

[See attached] 2 

Note that no projects with cancellation status as of 31 December 2003 are included above. 3 
Source: MLF Inventory of Approved Projects (2003). 4 

To illustrate the targeted impact of all investment projects approved as of 31 December 2003, Exhibit 5 
E- 4 presents the targeted ODS phase-out (in weighted ODP-tonnes) by country and sector.  6 
Countries are arranged from left to right in descending order of targeted phase-out impact.  It should 7 
be noted that the targeted amount of ODP phase-out, as originally planned, may vary from the actual 8 
amount of ODP phase-out achieved at project completion.  Because no investment projects have 9 
been approved in the Maldives, this country is not included in the exhibit below. As shown above, the 10 
dominant sectors targeted for phase-out vary substantially from country-to-country.   11 

Exhibit E- 4.  Targeted ODS Phase-out for Approved Investment Projects by Country and Sector, 12 
Weighted ODP-Tonnes 13 

[See attached] 14 

Notes: 15 
No projects with cancellation status as of 31 December 2003 are included above. 16 
Targeted amount of ODP phase-out may vary from actual amount of ODP phased out. 17 
There are no investment projects in the Maldives.   18 
Halons includes some halon production that is being phased out in China's and India's national sector phase-out 19 
plans. 20 
Source: MLF Inventory of Approved Projects (2003). 21 

Finally, Exhibit E- 5 presents historical data on the implementing agencies active in each of the eight 22 
case study countries.  The breakout of implementing agency activity as a percent of total approved 23 
funding reflects the needs of each country, given that the World Bank specializes in large-scale 24 
projects, UNIDO on small-scale industrial projects, UNDP on pre-investment and training, and UNEP 25 
on country programmes and other non-investment activities.  As shown in Exhibit E- 5, bilateral 26 
implementing agencies have also been active in Argentina, China, Costa Rica, India, Jordan, and 27 
Mexico since the Fund’s inception.  In Mexico, bilateral assistance has accounted for seven percent of 28 
total approved funding, with the United States accounting for approximately 80 percent of this bilateral 29 
funding and the United Kingdom accounting for the remainder.  In Jordan, where bilateral assistance 30 
has accounted for 18 percent, Germany has accounted for 99 percent of the approved bilateral 31 
funding.  In all of the other countries, funding for bilateral assistance has accounted for three percent 32 
or less of total approved funding.  In Argentina the United States and Switzerland have been the most 33 
active countries providing bilateral assistance; in China, the United States, Germany, Japan, and Italy 34 
have provided 95 percent of total bilateral assistance; in Costa Rica, the United States has provided 35 
more than 80 percent of bilateral assistance, and France has provided the remainder; and in India, 36 
Italy and Germany have provided the greatest share of bilateral assistance funding (a total of 68 37 
percent), although Canada and Australia have also played important roles.   38 

Exhibit E- 5.  Lead Implementing Agencies for all Approved Projects by Country  39 

[See attached] 40 

Note that no projects with cancellation status as of 31 December 2003 are included above. 41 
Source: MLF Inventory of Approved Projects (2003). 42 
 43 
A complete list of countries that have provided bilateral assistance in each of the case study countries 44 
is indicated in the individual country tables in the Country Snapshot section, below. 45 

Country Snapshots 46 

The information below summarizes the key data on phase-out efforts in all eight case study countries. 47 
All data are taken from the MLF Inventory of Approved Projects as of 31 December 2003, and any 48 
projects with cancellation (closed) status as of that time are not included in this annex. 49 
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Argentina 1 

• Targeted ODS phase-out (ODP weighted tonnes) 
Foams 
Refrigeration/AC 
Fumigants 
Aerosols 
Solvents 
Sterilants or Other 21 

3,166 
2,051 

568 
381 
96 
49 
21 

• Amount of funding approved for non-investment projects 
Project proposal preparation 
Demonstration 
Training 
Institutional strengthening 
Technical assistance 
Country Programme 

$5,680,837 
$1,891,784  

 $1,280,305  
 $932,600  
 $910,810  
 $470,620  
 $194,718 

• Amount of funding approved for investment projects 
Refrigeration/AC 
Foams 
Fumigants 
Solvents 
Production 
Aerosols 
Sterilants or Other 

$35,192,961  
 $15,892,709  
 $11,757,904  
 $5,370,390  

 $852,703  
 $500,000  
 $424,160  
 $395,095 

• Total number of approved projects (investment and non-investment) 125 

• Lead implementing agencies (historical and current) World Bank 
UNDP 
UNIDO 
UNEP 

Bilateral agencies 
(Australia, 

Switzerland, USA) 

Cameroon 2 

• Targeted ODS phase-out (ODP weighted tonnes) 
Foams 
Refrigeration/AC 

427 
250 
177 

• Amount of funding approved for non-investment projects 
Technical Assistance 
Institutional Strengthening 
Demonstration 
Project Proposal Preparation 
Country Programme 
Training 

$1,312,375  
 $557,982  
 $444,766  
 $160,600  
 $95,827  
 $33,000  
 $20,200 

• Amount of funding approved for investment projects 
Refrigeration/AC 
Foams 

$4,234,606 
$3,188,529 
$1,046,077 

• Total number of approved projects (investment and non-investment) 18 

• Lead implementing agencies (historical and current) UNIDO 
UNEP 
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China 1 

• Targeted ODS phase-out (ODP weighted tonnes) 
Halons 
Foams 
Production 
Aerosols 
Refrigeration/AC 
Solvents 
Process Agent 
Sterilants or Other 
Fumigants 

145,029 
58,968 
23,836 
21,627 
17,891 
16,545 

2,746 
2,638 

390 
389 

• Amount of funding approved for non-investment projects 
Project Proposal Preparation 
Technical Assistance 
Institutional Strengthening 
Demonstration 
Training 
Country Programme 

$18,874,997 
$8,640,153 
$5,154,659 
$1,739,996 
$1,526,947 
$1,299,137 

$514,105 

• Amount of funding approved for investment projects 
Refrigeration/AC 
Foams 
Production 
Halons 
Solvents 
Process Agent 
Aerosols 
Sterilants or Other 
Fumigants 

$471,659,629  
 $154,837,520  
 $120,010,886  

 $72,107,120  
 $51,087,592  
 $34,552,195  
 $22,000,000  
 $6,977,716  
 $6,000,000  
 $4,086,600 

• Total number of approved projects (investment and non-investment) 389 

• Lead implementing agencies (historical and current) World Bank 
UNDP 
UNIDO 
UNEP 

Bilateral agencies 
(USA, Japan, 

Germany, Canada, 
Denmark, Italy, 

France) 

Costa Rica 2 

• Targeted ODS phase-out (ODP weighted tonnes) 
Fumigants 
Refrigeration/AC 

125 
84 
40 

• Amount of funding approved for non-investment projects 
Technical Assistance 
Institutional Strengthening 
Demonstration 
Training 
Project Proposal Preparation 
Country Programme 

$2,479,223 
$840,476 
$677,934 
$503,883 
$229,021 
$205,000 

$22,909 

• Amount of funding approved for investment projects 
Fumigants 

$2,117,589 
$1,211,321 
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Refrigeration/AC $906,268 

• Total number of approved projects (investment and non-investment) 31 

• Lead implementing agencies (historical and current) UNDP 
UNEP 

Bilateral agencies 
(USA, France) 

India 1 

• Targeted ODS phase-out (ODP weighted tonnes) 
Production 
Foams 
Halons 
Refrigeration/AC 
Process Agent 
Aerosols 
Solvents 

19,356 
7,231 
4,774 
2,645 
2,373 
1,134 

873 
327 

• Amount of funding approved for non-investment projects 
Project Proposal Preparation 
Technical Assistance 
Institutional Strengthening 
Training 
Demonstration 
Country Programme 

$8,381,748 
$3,639,342 
$1,753,611 
$1,645,842 

$559,281 
$433,672 
$350,000 

• Amount of funding approved for investment projects 
Production 
Foams 
Refrigeration/AC 
Phase-out Plan 
Process Agent 
Solvents 
Halons 
Aerosols 

$130,061,079 
$46,000,000 
$34,115,235 
$25,668,329 
$8,520,843 
$4,707,593 
$4,434,542 
$3,929,936 
$2,684,600 

• Total number of approved projects (investment and non-investment) 357 

• Lead implementing agencies (historical and current) World Bank 
UNDP 
UNIDO 
UNEP 

Bilateral agencies 
(Italy, Germany, 

Canada, Australia, 
Switzerland) 

Jordan 2 

• Targeted ODS phase-out (ODP weighted tonnes) 
Halons 
Refrigeration/AC 
Foams 
Aerosols 
Phase-out Plan 
Fumigants 
Solvents 

1,932 
422 
384 
359 
337 
198 
180 
51 

• Amount of funding approved for non-investment projects $3,522,561 
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Project Proposal Preparation 
Technical Assistance 
Institutional Strengthening 
Demonstration 
Country Programme 
Training 

$1,155,314 
$867,194 
$677,332 
$553,064 
$161,654 
$108,003 

• Amount of funditng approved for investment projects 
Refrigeration/AC 
Fumigants 
Foams 
Aerosols 
Phase-out Plan 
Halons 
Solvents 

$14,799,951 
$6,053,248 
$3,063,000 
$1,881,619 
$1,705,011 
$1,000,000 

$563,000 
$534,073 

• Total number of approved projects (investment and non-investment) 77 

• Lead implementing agencies (historical and current) World Bank 
UNIDO 
UNDP 

Bilateral agencies 
(Germany, France) 

Maldives 1 

• Targeted ODS phase-out (ODP weighted tonnes) 0 

• Amount of funding approved for non-investment projects 
Technical Assistance 
Institutional Strengthening 
Training 
Project Proposal Preparation 
Country Programme 

$324,654 
$130,000 

$77,003 
$70,000 
$28,151 
$19,500 

• Amount of funding approved for investment projects 0 

• Total number of approved projects (investment and non-investment) 8 

• Lead implementing agencies (historical and current) UNEP 
UNDP 

Mexico 2 

• Targeted ODS phase-out (ODP weighted tonnes) 
Foams 
Refrigeration/AC 
Solvents 
Aerosols 
Sterilants or Other 

2,994 
1,610 
1,119 

193 
57 
15 

• Amount of funding approved for non-investment projects 
Project Proposal Preparation 
Demonstration 
Technical Assistance 
Institutional Strengthening 
Training 
Country Programme 

$7,756,585 
$1,982,138 
$1,908,568 
$1,590,980 
$1,262,000 

$900,792 
$112,107 

• Amount of funding approved for investment projects 
Refrigeration/AC 
Foams 

$31,259,832 
$15,658,044 
$9,148,699 
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Production 
Solvents 
Sterilants or Other 
Aerosols 

$5,300,000 
$612,049 
$288,700 
$252,340 

• Total number of approved projects (investment and non-investment) 115 

• Lead implementing agencies (historical and current) World Bank 
UNDP 
UNIDO 

Bilateral agencies 
(USA, UK) 



Exhibit E-2. Total Funds Approved for Investment Projects by Country and
Sector
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$35,192,961 $4,234,606$471,659,629 $2,117,589$130,061,079 $14,799,951$31,259,832



Exhibit E-3. Total Funds Approved for Non-Investment Projects by Country
and Project Type
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Exhibit E-4. Targeted ODS Phase-out for Approved Investment Projects by
Country and Sector, Weighted ODP-Tonnes
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Exhibit E-5. Lead Implementing Agencies for all Approved Projects by
Country
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 1 

Annex F: List of Individuals Interviewed for Report 2 

Name Affiliation 

ExCom 

Robert Toth Hungary 
Alessandro Peru Italy 
Paul Krajnik Austria 
Sani Mahazou Niger 
Stephan Sicars Germany 
Javier Camargo Colombia 

Ozone Secretariat 

Marco Gonzalez Executive Secretary 
Ozone Secretariat, UNEP 

Multilateral Fund Secretariat 

Maria Nolan  
Valery Smirnov  
Andrew Reed  
Tony Heatherington  
Sheng Shuo Lang  
Ansgar Eussner  
Bouthema Bendahmane  

Treasurer - UNEP 

  

Implementing Agencies 

Jim Curlin UNEP 
Rajendra Shende UNEP 
Leo Heileman UNEP DTIE 
Thanavat Junchaya UNEP ROAP 
Atul Bagai UNEP ROAP 
Marian Vega UNEP LAC 
Dominique Kayser 
Suely Carvalho 
William Kwan 

UNDP 
 

Tamas Grof  
Alessandro Amadio 

UNIDO 

Steve Gorman 
Erik Pedersen 
Mary-Ellen Foley 
Viraj Vithoontien 
Ellen Tynan 

World Bank 
 

BIAs 

Federica Fricano Italy 
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Name Affiliation 
Wataru Ono Japan 
Richard Pulski Poland 
Janusz Kozakaweiz Poland 
Volkmar Hasse GTZ – Germany 
JuergenUsinger GTZ/Proklima - Germany 
Maria Delvin Sweden 

NOUs 

Satyendra Kumar Purkayastha 
Sukumar Biswas 

Bangladesh 
 

Mr. Oketokoun Benin 
Balisi J. Gopolang Botswana 
Victor Yamelogo Burkina Faso 
Gabriel Hakizimana Burundi 
Mr. Tonleu Cameroon 
Yi Liu 
Lirong Yang 

China 
 

Oussein Said Hachim Comoros 
Alexis Minga 
Justin Tshikudi 

Congo 

Ricardo Garrón 
Liao Lee 

Costa Rica 
 

Mr. N’Guessan N’Cho Cote d’Ivoire 
Omah Dini Abdallah Djibouti 
Kim Yong U 
Jo Yong Nam, Director 

DPR Korea 

Yohannes Gleyesus Getahun Ethopia 
Bob Badjan The Gambia 
Injai Quecuta Guinee Bissau 
Usha Chandrasekhar India 
Mr. Fereidoun Rostami Iran 
Mr. Toru Adachi 
Junko Nishikawa 

Japan 

Mr. Odat Jordan 
Guisse Yamar 
David M. Okioga 

Kenya 

John W. Brandy Liberia 
Ismail Ithnin 
Mazwin Mohamad 

Malaysia 
 

Mohamed Ali 
Moosa Ibrahim 
Mr.  Riyaz 

Maldives 
 

Sacko Modibo Mali 
Abdellahiould Selme Mohamed 
Dr. Maunikum 

Mauritius  

Sergio Sanchez Mexico 
Adysuren Tsohio Borjigdkhan Mongolia 
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Name Affiliation 
Eduardo E. Hnabanga Mozambique 
Khin Aye Tha Myanmar 
Sita Ram Joshi Nepal 
Mahazou Sani Niger 
Khalid Masood Ahmed Pakistan 
Prudencio Calado III Philippines 
Sung Yong Lim Republic of Korea 
Amel Kane Ibrahima Senegal 
John Solomon Kamara Sierra Leone 
Rohaya Saharom Singapore 
Mohamed Amin Adam Somalia 
W.L. Sumathipala Sri Lanka 
Naratip Lauhatirananda 
Somsri Suwanjaras 

Thailand 

Domepha Amona Togo 
Hammami Youssef Tunisia 
Margaret Aanyu 
Henry Aryamanya-Mugisha 

Uganda 

Luong Duc Khoa Vietnam 
George Chaumba Zimbabwe 

Enterprises 

Rohit Kumar DGM-Chillers at Fedders Lloyd Corp. Ltd. (India) 
Rajeevnath  Hindustan Syringes and Medical Devices Ltd. (India) 
Nitin Desai Godrej and Boyce Mfg. Co. Ltd. (India) 

NGOs 

Sascha von Bismarck Environmental Investigation Agency 
David Doniger National Resource Defense Council 
David Stirpe Alliance for Responsible Atmospheric Policy 
Kert Davies Greenpeace 

Other 

David McAllister Great Lakes Chemical Corporation 
Rene Weber R&M Consultancy 
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Annex G: List of Acronyms Used in this Report 2 

ADB Asian Development Bank 
AfDB African Development Bank 
ATOC Aerosols, Sterilants, Miscellaneous Uses and Carbon Tetrachloride Technical 

Options Committee 
BIA   Bilateral Implementing Agency 
CAP   Compliance Assistance Program 
CEIT Countries with Economies in Transition 
CFCs Chloroflourocarbons 
COM  Compliance Oriented Model 
CTC Carbon Tetrachloride 
EAs The Global Environment Facilities’ Executing Agencies 
ExCom  Executive Committee 
ExMop Extraordinary Meeting of the Parties to the Montreal Protocol 
FAO UN Food and Agriculture Organization 
FERM Fixed Exchange Rate Mechanism 
GBRD European Bank for Reconstruction and Development 
GEF Global Environment Facility 
HCFCs Hydrochloroflourocarbons 
IA  Implementing Agency 
IDB Inter-American Development Bank 
IFAD The UN’s International Fund for Agricultural Development 
IRBD   World Bank 
LVC  Low-volume consuming countries 
MB Methyl Bromide 
MBTOC Methyl Bromide Technical Options Committee 
MEF Subcommittee Sub-committee on Monitoring, Evaluation and Finance 
MIA   Multilateral Implementing Agency 
MLF Multilateral Fund of the Montreal Protocol 
MOP   Meeting of the Parties to the Montreal Protocol 
MPUs Montreal Protocol Units 
NGOs Non-governmental Organization 
Non-LVC  Countries that are not classified as low volume consuming 
NOU   National Ozone Unit 
ODP   Ozone Depleting Potential 
ODS   Ozone Depleting Substance 
OEWG Open Ended Working Group 
OTF Ozone Trust Fund 
PCR  Project Completion Report 
PR Subcommittee Subcommittee on Project Review 
RMP   Refrigerant Management Plans 
RTOC Refrigeration, Air Conditioning, and Heat Pumps Technical Options Committee 
SDRs Special Drawing Rights 
SEAP South East Asia and Pacific region 
SMEs   Small and medium sized enterprises 
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STAP The GEF’s Scientific and Technical Advisory Panel 
TCA Carbon Tetrachloride 
TEAP Technology and Economic Assessment Panel 
TOC Technical Options Committee 
TOR Terms of Reference 
TPMPs Terminal Phase-out Management Plans  
UNDP  United Nations Development Program 
UNEP  United Nations Environmental Program 
UNIDO  United Nations Industrial Development Organization 
UNON United Nations Office at Nairobi 
UNOPS United Nations Officer for Project Service 
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Annex H: Dates of Historical Executive Committee 1 

Meetings 2 

Executive Committee Meeting Number Dates of Meeting 
1st 19-21 September 190 
2nd 17-19 December 1990 
3rd 15-19 April 1991 
4th 17-18 June 1991 
5th 18-22 November 1992 
6th  27-28 February 1992 
7th 23-26 June 1992 
8th 19-21 October 1992 
9th 8-10 March 1993 
10th  28 June – 1 July 1993 
11th 10-12 December 1993 
12th 28-31 March 1994 
13th 25-27 July 1994 
14th 29-30 September 1994 
15th 13-16 December 1994 
16th 15-17 March 1995 
17th 26-28 July 1995 
18th 22-24 November 1995 
19th 8-10 May 1996 
20th 16-18 October 1996 
21st 18-20 February 1997 
22nd 28-30 May 1997 
23rd 12-14 November 1997 
24th 25-27 March 1998 
25th 29-31 July 1998 
26th 11-13 November 1998 
27th 24-26 March 1999 
28th 14-16 July 1999 
29th 24-26 November 1999 
30th 29-30 March 2000 
31st 5-7 July 2000 
32nd 6-8 December 2000 
33rd 28-30 March 2001 
34th 18-20 July 2001 
35th 5-7 December 2001 
36th 20-22 March 2002 
37th 17-19 July 2002 
38th 20-22 November 2002 
39th 2-3 April 2003 
40th 16-18 July 2003 
41st 17-19 December 2003 
42nd 29 March – 2 April 2004 



Evaluation of the Financial Mechanism of the Montreal Protocol                     ICF Consulting 

  DRAFT  Last saved on: 6/22/2004 10:30 PM  DO NOT QUOTE OR CITE    H-2 

Annex I: Breakout of the proportion of approved funds by type of project 

Agency Type 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

CPG 4.5 8.0 1.6 0.0 0.0 0.0 0.5 0.0 0.0 0.0 0.0 1.1 0.0
PRP 9.5 2.9 5.8 2.7 3.7 0.0 4.0 3.4 2.9 2.1 2.3 2.4 0.9
TAS 27.3 26.9 17.6 3.5 9.4 4.6 4.8 5.1 3.0 5.9 3.0 11.3 12.3
TRA 58.7 10.0 0.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.2 0.5
DEM 0.0 3.5 0.0 0.6 0.3 1.2 0.0 4.2 3.0 1.2 0.0 0.0 0.0
INS 0.0 16.9 19.7 2.5 0.7 5.9 1.2 5.9 2.3 6.8 2.7 5.3 3.7

TOTAL 
NIV 100.0 68.2 45.0 9.2 14.0 11.7 10.5 18.6 11.2 16.1 8.1 20.4 17.4

UNDP 

TOTAL 
INV 0.0 31.8 55.0 90.8 86.0 88.3 89.5 81.4 88.8 83.9 91.9 79.6 82.6

CPG NA NA 0.5 0.2 0.0 0.0 0.6 0.0 0.5 0.0 0.0 0.3 0.2
PRP NA NA 4.9 2.1 2.9 0.0 2.6 3.9 2.2 3.2 3.8 3.3 1.5
TAS NA NA 3.3 0.6 1.9 0.0 2.5 0.1 5.3 0.7 3.6 7.9 9.6
TRA NA NA 0.0 0.0 0.2 0.0 0.0 0.0 0.0 0.0 1.6 0.2 0.0
DEM NA NA 0.0 0.0 0.0 0.0 5.9 21.4 0.0 0.0 0.0 0.0 0.0
INS NA NA 4.1 0.0 1.3 0.8 0.0 0.6 1.0 1.1 1.9 0.8 0.9

TOTAL 
NIV NA NA 12.7 3.0 6.3 0.8 11.5 26.0 9.0 5.1 10.8 12.5 12.1

UNIDO 

TOTAL 
INV NA NA 87.3 97.0 93.7 99.2 88.5 74.0 91.0 94.9 89.2 87.5 87.9

CPG 14.2 1.9 0.1 0.5 0.3 0.0 0.0 0.0 0.0 0.1 0.0 0.1 0.0
PRP 18.0 13.4 7.9 6.6 9.8 0.5 3.1 4.1 1.8 2.9 0.8 0.9 0.3
TAS 4.2 12.8 5.1 0.7 2.4 0.0 0.0 1.3 1.7 0.0 0.1 3.1 2.1
TRA 0.9 0.3 0.0 1.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
DEM 8.4 0.0 0.0 0.0 0.0 0.0 0.0 0.9 0.6 0.0 0.0 0.0 0.0
INS 0.0 3.3 0.8 0.0 0.0 0.4 0.2 0.8 0.5 0.9 0.6 0.6 1.0

World 
Bank 

TOTAL 
NIV 45.7 31.8 14.0 9.2 12.5 0.9 3.3 7.1 4.6 4.0 1.5 4.6 3.4
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 TOTAL 
INV 54.3 68.2 86.0 90.8 87.5 99.1 96.7 92.9 95.4 96.0 98.5 95.4 96.6

CPG 10.4 14.7 10.5 18.9 7.8 5.8 5.1 1.1 1.5 3.7 0.0 0.9 0.0
PRP 0.0 0.0 0.0 0.0 0.0 0.0 3.3 4.2 3.5 1.3 1.5 0.1 1.1
TAS 43.4 51.7 37.3 44.3 49.3 49.1 65.4 60.1 47.1 53.1 72.3 65.8 63.3
TRA 46.2 33.6 23.9 8.6 23.1 22.6 12.9 13.5 24.3 29.1 13.5 10.9 12.4
DEM 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
INS 0.0 0.0 28.3 28.2 19.7 22.5 13.4 21.1 23.6 12.9 12.8 22.3 21.9

TOTAL 
NIV 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 98.8

UNEP 

TOTAL 
INV 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1.2

Source: MLF Inventory of Approved Projects as of December 2003 

 




