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MATRIX ON AGREEMENTS BETWEEN IMPLEMENTING AGENCIES AND FECO

UNDP

UNEP

UNIDO

WORLD BANK

Agreement

Nature of Agreement

MOU for
performance-based
payment mechanism
(PBP) and Project
Document

Project Cooperation
Agreement

MoU + individual
subcontracts for each
sector plan. The
subcontracts were sole
sourced.

Grant Agreement with
Government of People’s
Republic of China,
signed by Ministry of
Finance

Type of Agreement

National
Implementation
Modality (NIM),
where government
(represented by
Ministry of
Environment
Protection or MEP) is
the implementing
partner (IP) and
FECO is the
executing agency
designated by MEP.

Agreement with
supporting organization
with Government of
China represented by
FECO

FECO as contractor

FECO is the executing
agency designated by
the government and as
reflected in the
agreement

Does disbursement for
this implementation
modality differ from
other implementation
modalities?

It does not differ from
the modality used for
the CFC phase-out
Solvents Sector Plan
(from 2009). However
it differs slightly from
the modality used in
other countries.

This modality is used
for all UNEP
partnerships over

US $200,000

Unique to China.
Implementation modality
is unique to China, but
disbursement is following
the same procedure as for
other sub-contracts.

Similar to others. All
agreements have a
designated executing
agency typically part of
government.

Possibility to modify
agreement

Upon mutual
agreement of the

Upon mutual agreement
of the Parties reflected

Upon mutual agreement
of the Parties reflected in

One way only: Upon
request from the

Parties reflected in in writing writing (Article 9.7). Government of China
writing (Article 3) (Clause XVI1I) Article 3 of MOU. (Ministry of Finance).
The Bank agrees or
disagrees and makes
modifications requested.
Fees to FECO No fees to FECO No fees or budget cost Fee to FECO Budget cost item.

from UNDP, but fees
as executing agency
charged to project.

items for FECO

for contracting services
with beneficiaries

Meaning that this is
coming from the PMU
budget, not from agency
support costs.

Are project milestones
linked to funding
needs? For example,
are funds advanced
according to needs?

There are two sets of
milestones: one set of
milestones applies to
performance-based
payments (PBP) from
UNDP to FECO and
another set of
milestones applies to
PBP from FECO to
enterprises.
Milestones are based
on implementation
needs. There are no
cash advances.

1st tranche up to 50%
based on projected need
for activities planned
for the first 6 months.
Activities based on
agreed project
document and work
plan. Next payments are
performance based on
submission of semi-
annual progress
reporting on outputs
delivered, results and
achievements and
financial report.

Similar to UNDP, there
are two sets of
milestones: one set of
milestones applies to
performance-based
payments from UNIDO to
FECO and another set of
milestones applies to
performance based
payments from FECO to
enterprises. Milestones
are based on
implementation needs.

Not more than 30% of
sub-grants upon signing
of the sub-grant
agreement. Subsequent
payments made on the
basis of statement of
expenditures.

1
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UNDP

UNEP

UNIDO

WORLD BANK

Must all funds for
contracts with
enterprises be
advanced in full?
Why?

Yes. According to
FECO financial rules,
100% of the contract
funds should be with
FECO, before they
can sign the contract.
This is in line with
UN rules.

Not applicable to
UNEP. FECO is not
considered the
beneficiary

As per common practices
governing issuance of
sub-contract by national
authorities, FECO must
hold 100% of contract
funds before signing the
contract. However, FECO
is allowed to exercise
some flexibility in signing
contracts under the HPMP
implementation on a case
by case basis.

Advance to the
enterprises is limited at
30% of the sub-grant
amount. However, for
FECO to enter into
sub-grants FECO must
have all funds in full
available.

Budget structure

By component
(milestone/deliverable)

According to
milestones in MOU

Detailed project cost
estimates by milestones
and activities are
included in the project
document.

According to milestones
in contract

By project component, in
line with the table
submitted as part of the
tranche report

According to milestones
in grant agreement

By budget line

Only for monitoring
purposes

Yes according to budget
lines as in the CAP
budget (staff, travel,
etc.) Detailed project
cost estimates by
milestones and
activities are included in
the project document.

No

No

Cash advances

Standard percentages
for cash advances for
projects under
$500,000

No cash advances
since all payments are
performance based

Performance-based

Standard: 10%

10% of the contract value
was transferred to FECO
upon contract signature as
advance payment.

Funds in the designated
account cannot be
withdrawn until the
expenditures are
incurred (i.e., initial
payments upon signing
of sub-grant
agreements, subsequent
disbursements against
SOEs). The schedule
for disbursement to
SOEs is based on
milestones: 50% of the
annual funding tranche
upon ExCom's approval
of the annual plan; an
additional 30% once
80% of the 1%
installment has been
committed to phase-out
activities; and the last
20% once 60% of the
first two tranches has
been committed to
phase-out activities.

Standard percentages
for cash advances for
projects over $500,000

No cash advances
since all payments are
performance based

For projects exceeding
$200,000 - 50%
supposed to cover 3 to 6
month activities.

There is no different
standard for projects over
$500,000.

There is no different
threshold standard for
projects over $500,000
related to cash
advances.




UNEP/OzL.Pro/ExCom/69/35

considered cash
advances

considered as
performance based
payments, not cash
advances. This is
because they are
subject to national
level performance
indicators.

financial reporting
recorded once quarterly
expenditure report
received from FECO.

payment to FECO is
considered as advance
payment.

Annex |
UNDP UNEP UNIDO WORLD BANK
Funds to FECO are No. These are Yes for the purposes of | No. Only the first No, project

disbursements.

Financial reporting

From FECO to
IA'S****

Performance-based
(MoU-Annex I - 1)

Cash based (Clause XI-
(c)). Cash Based
Financial Report
submitted with a
narrative Performance
Progress Report
including status of
activities, deliverables
and results.

Performance based upon
strict technical and
financial verification of
activities implemented
and milestones achieved.
A financial report from
FECO to UNIDO can be
submitted before each
tranche request.

Semi-annual unaudited
interim financial reports
and annual audited
financial reports. In
addition, semi-annual
progress reports
detailing commitments
and disbursements
through sub-grant
agreements and other
expenditures are
provided to the Bank.

From IA to the
MF*****

In next tranche and in
annual financial and
progress report under
separate disbursement
column

in next tranche request
and in annual financial
and progress report
under existing
disbursement column

in next tranche request
only

Financial reporting of
disbursements from
UNIDO to FECO in the
tranche report as well as
in the PFR under the
existing disbursement
column. Financial
reporting on
disbursements effected by
FECO as part of the
tranche report.

in next tranche request
and in annual financial
and progress report
under existing
disbursement column

From IA to treasurer

Disbursements are
reported to Treasurer
but interest on funds
held by China is
currently not reported

No separate reporting of
China disbursement or
interest to treasurer.
China is included as
part of the Financial
Report of UNEP to the
Treasurer.

No reporting of China
disbursement or interest
to treasurer

Expenditures at the
portfolio/fund level are
reported to the Treasurer.

No reporting of China
disbursement or interest
to treasurer

Periodicity of Financial Report

treasurer/Excom
(accounts of the Fund)

From FECO to IA's Semestrial Quarterly (Clause XI - Annual and upon request, | Semestrial
2(a)) as per chapter 3.4. (Section 11.B.2)
From IA to the Annual*** Annual*** Annual*** Annual***
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UNDP

UNEP

UNIDO

WORLD BANK

Interest

Reported by FECO to
1A?

Not currently.

Not addressed: Need to
modify agreement;
started discussions with
FECO to include
amendment. The PCA
is a partnership and the
agreement is modified
by mutual agreement.

Interest is not part of the
contract - agrees that
FECO has to report on
that, but not in a position
to modify anything on
that issue.

Currently not reported by
FECO, but based on the
ExCom's decision, FECO
will have to report on the
interest earned, the
modality of this is still to
be worked out.

Not addressed: Not
dealt with through
agreement. Interest is
captured and reported in
financial audit of
FECQO's bank account.

From IA to the
treasurer/MF?

UNDP proposes that
in the request for the
next funding tranche,
FECO will report
interest amount
through UNDP to
Ex-Com. Ex-Com
approval will be net
of reported interest
and UNDP will
receive net funds from
Treasurer

Cumulative interest to
be deducted from the
tranche approved for
China and to be
returned to the MF as
part of balances
returned from
completed projects.

Provided that there is
confirmation from FECO
on the above item, at the
time of tranche approvals,
the actual cash transfer to
UNIDO could be reduced
by the interest earned
reported by China,
however, that should not
affect the agreed funding
level of the tranche.

It would not be up to the
Bank to report interest
accrued in a recipient's
account that is
completely outside its
accounts to the
Treasurer.

Does FECO have a
separate bank
account?

Yes.

Yes (Clause 1X -1)

Funds for the
implementation of the
RAC and XPS sector
plans go in a common
FECO pool. However,
FECO applies a sound
accounting system to that
account and transactions
are recorded on a sector
by sector basis.

Yes referred to as the
Designated Account.

Is the bank account

Likely, but we are

Had not been specified

The bank account for the

Not specified in the

interest bearing? awaiting information | as requirement of the RAC and XPS sector agreement.
from FECO. PCA. The agreement plans is interest bearing
with China is standard (variable). The actual
UNEP based on similar | average interest is 0.03%.
size. The project is not
be large enough to
consider a special
agreement.
Exchange rate fluctuation is addressed
How is it Exchange fluctuations | Reported in FR (clause Despite bank account is See below.
accommodated? if any are absorbed by | XI - 2(b)) managed and contracts

the project and
included in total
disbursements

are signed in USD,
payment to beneficiaries
and sub-contractors are
performed in local
currency. Fluctuations are
absorbed by beneficiaries
and sub-contractors.
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UNDP

UNEP

UNIDO

WORLD BANK

How is it reported in
the account/MLF?

Exchange fluctuations
if any are absorbed by
the project and
included in total
disbursements

China project reported
as part of Annual

Progress Report to MLF
and is part of the project

cost.

Despite bank account is
managed and contracts
are signed in USD,
payment to beneficiaries
and sub-contractors are
performed in local
currency. Fluctuations are
absorbed by beneficiaries
and sub-contractors.

The account is in U.S.
dollars, which is the
Ozone Trust Fund’s
functional and
presentation currency.
(OTF = the fund at the
WB made up of receipts
from the MLF.) The
sub-grant agreement is
signed on the basis of
US dollars; hence, the
exchange rate risk is
passed on to enterprises.

Mechanism foreseen to return funds

Currently, there is no
provision in the MOU
for return of unspent
funds, as UNDP
management cannot
define "unspent", the
timing of returning
them, etc. If there is
more specific
guidance from
ExCom on the
definition and timing
of return of unspent
funds, then we can
incorporate it in the
next amendment to
MoU (foreseen to
address the issue of
interest on unspent
funds).

Unspent funds shall be
returned within two
month of the
termination of the
agreement (Clause IX -
4) at the end of Stage |

In line with ExCom
agreement, paragraph 7.d.
Remaining funds to be
returned after completion
of the last tranche of the
agreement.

Returned at the
agreement termination
date, however, the
termination date can be
extended. Unspent
balance shall be
returned to the Bank at
the completion of the
Project (Financial
Management Manual)

IPSAS complia

nce

Impact on
disbursements

None expected.
UNDRP is already
IPSAS compliant.

Financial Report from
FECO prepared on
"Cash Basis"

Only for the first
advanced payment

Not applicable.

Treatment of
obligations

Will be recorded as
commitments

Not defined yet: Still in
discussion to comply
with UNEP guidance

Recorded as
commitments

Not applicable.

Treatment of cash
advances

No cash advances
since all payments are
performance based

Advance payment in
accordance with IPSAS
requirements.

Not applicable.

Impact on the
Accounts of the Fund

Disbursement from
UNDRP to China will
not have any
obligations or
commitments, but
only disbursements.

The payment to FECO
is recorded as an
accounts receivable and
when the financial
report is received it is
then recorded as a
disbursement.

Obligations/Commitment
s in the progress reports
will no longer be
reconcilable with the
Accounts of the Fund
UNIDO can continue to
report to the MLF based
on the historical reporting
mechanism and then there
won't be any reconciling
problem.

Not applicable.
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UNDP

UNEP

UNIDO

WORLD BANK

Impact on the annual
progress report

Agree to add column

Agree to add column

Does not agree to add
column

Because it is not part of
UNIDOQ's accounts. As
mentioned above, UNIDO
would be happy to report
outside the PFR as part of
the tranche request.

Do not believe that
adding a column that
will transect all projects
but will only apply to
China is the best place
for the data.

Normally, audited
reports of designated
accounts are available
six months after the end
of the calendar year,
possibly affecting the
timing for progress
report submission.

Treatment of
collection of agency
fees

Only disbursements
will release agency
fees.

Agency Fees for UNEP
is calculated as before
based on disbursement
and commitments. In
the event the
commitments are
cancelled the Agency
fees is reimbursed.

Disbursement and
commitment amounts will
release funds to agency
Thus, there is no change
to the historical
methodology and it is
accepted by UNIDO's
external auditors.

agency fees are
immediately available
but are considered in
progress reporting
according to the rules of
the other agencies.

Audit

periodicity

Annual

Annual (Clause XII - 1)

Ad-hoc/Anytime

Annual (Section 11.B.3)

necessity

At least once during
Stage 1

Automatic (Clause XII -
1)

Upon request by UNIDO
(Clause 5.0) including the
granting of access rights
to the beneficiaries

Automatic (Section
11.B.3) with possibility
to waive in any given
year if disbursements
are too low to justify it.
In these cases the
subsequent audit will
cover two years.

International, national
or independent audit?

National government
audit

Issued by an
independent audit
authority - UNEP shall
have the right to audit
or review activity
related books and
records of the
Government as
necessary

UNIDO may use its
internal or external
auditors, staff members
and/or technical experts,
who may carry out
auditing and inspection
functions in China.

in accordance with the
provisions of Section
2.07(b) of the Standard
Conditions

Documentation

Any other relevant
documents?

Comments on:
ExCom Pre-Meeting
Document
UNEP/OzL.Pro/ExCo
m/68/24

Comments on: ExCom
Pre-Meeting Document
UNEP/OzL.Pro/ExCom
168/24

Comments on: ExCom
Pre-Meeting Document
UNEP/OzL.Pro/ExCom/6
8/24

Alread%/ provided before
the 68™ ExCom, but
UNIDOQ's views were not
reflected in the ExCom
Pre-Meeting Doc.

Comments on: ExCom
Pre-Meeting Document
UNEP/OzL.Pro/ExCom
168/24

*** Based on the agreement between ExCom and IA's (E.) / Based on agreement that includes provisional and final report.
**** Performance-based / Cash based / both.
***** Disbursement to beneficiaries as reported by FECO or obligations or disbursements as transfers to FECO as final
beneficiaries or as accounts receivable.
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