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In a Transboundary Context
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5™ Biannual Financial Report
(within the period between 3™ and 4™ meetings of the Parties)

Introduction

The Meeting of the Parties to the Espoo Convention (the Convention on Environmental
Impact Assessment in a Transboundary Context, adopted in Espoo, Finland) requested “the
secretariat, in accordance with the financial rules of the United Nations, to monitor the
expenditure of the funds and to prepare a report for the next meeting of the Parties, including
information on how much Parties and other participating States contributed to the budget of
the Convention in cash and in kind, and on how the contributions were spent” (decision
111/10, para. 10).

A small group, comprising representatives of Bulgaria, Switzerland and the United Kingdom,
was formed by the Convention’s Bureau to prepare an informal paper on financing. That
informal paper was presented to the Working Group on Environmental Impact Assessment
(EIA) at its eighth meeting, 27-29 April 2005. The Working Group welcomed the informal
paper and decided, inter alia, that the secretariat would report on income and expenditure on a
six-monthly basis to the Bureau (MP.EIA/WG.1/2005/2).

This document is the fifth such report and it updates the first four reports, which were
prepared for the periods to 30 June 2005, 31 December 2005, 30 June 2006 and 31 December
2006.

The details of income and expenditure are presented in Tables 2 to 6. Table 1 provides a
summary of income and expenditure. Table 3 bis was added to the second report (and
included in subsequent reports) at the request of the Bureau to provide a further breakdown of
meeting costs.

Table 6 has been revised® in this report to indicate clearly, with explanations, which budget
lines have been overspent and where savings have been made or are anticipated as a result of
a decision made by a body under the Convention. This information is reflected in a revised
Table 1.

! Table 6 has been revised in response to a question posed, at the 10™ meeting of the Working Group on EIA
(ECE/MP.EIA/WG.1/2007/2, para.48), regarding a perceived overspend reported in the previous biannual
financial report.
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Summary
This document provides a narrative description of Table 1, the summary table.
The total budget for activities under the workplan, in the period between the third and fourth

meetings of the Parties, is US$ 1,312,000. The activities were assigned priorities of 1, 2 or 3
(see Table 6), with the budgets for the priorities being:

BUDGET Priority 1 Priority 2 Priority 3 TOTAL
US$ 520,000 | US$541,000 | US$ 251,000 | US$ 1,312,000

Parties have made “cash’ contributions to the Espoo Trust Fund (Table 5), either fulfilling
pledges made at the third meeting of the Parties, or in response to later appeals by the
secretariat (Table 2). There are no outstanding pledges for the period 2004-2007. Cash
contributions to date, net of the UN programme support costs (see box), total US$ 689,607.
However, some contributors have imposed conditions on their contributions, including
US$ 78,081 earmarked for priority 2 activities.

TRUST FUND Priority 1 Priority 2 Priority 3 TOTAL
INCOME US$ 611,526 | US$ 78,081 - US$ 689,607

Box: Programme support costs

The UN Department of Economic and Social Affairs provides the following comment on
programme support costs (UN intranet, at http://iseek.un.org/webpgdept5_18.asp?dept=5#6,
accessed 6 January 2006):

“In their solicitation of funds from donors, the respective substantive Divisions should inform
donors that reimbursement for programme support costs shall be provided for in respect of all
activities financed from trust funds. The amount of the reimbursement shall be calculated at the
standard percentage rate approved by the General Assembly. Currently, the standard percentage
rate is calculated as 13 per cent of the incurred expenditures in accordance with resolution 35/217
[available at http://www.un.org/documents/ga/res/35/a35r217e.pdf], Part V, in which the General
Assembly [at its 1980 session]:

(a) took note of the report of [Advisory Committee on Administrative and Budgetary Questions]
on agency support costs (A/35/544); and

(b) approved the reimbursement formula embodied in decision 80/44 of the then Governing
Council of UNDP. The procedure regarding programme support costs is contained in
administrative instructions ST/SGB/188, part IV, paragraph 39, and ST/A1/286.”

A review of programme support costs was undertaken by the UN Joint Inspection Unit in 2002.
Their report is available at http://www.unsystem.org/jiu/data/reports/2002/en2002_3.pdf.

To date, US$ 388,873 has been spent from the Espoo Trust Fund in accordance with the
budget (Table 3, with further details in Table 3 bis), plus US$ 1,259 overspent on free-
standing Bureau meetings (US$ 420) and additional meetings of the Implementation
Committee because of the decision to delay the fourth meeting of the Parties by one year
(US$ 839). The funds have been spent on three priority 1 activities (the second meeting of the
Signatories to the Protocol on Strategic Environmental Assessment (SEA), three meetings of
the Working Group on EIA and seven meetings of the Implementation Committee); on five
priority 2 activities (three free-standing meetings of the Bureau, secretariat travel in relation to
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the workplan, an external expert to provide secretariat support, SEA capacity-building needs
analysis, and capacity development in SEA, including creation of a capacity development
manual); and three priority 3 activities (a consultant to translate completed questionnaires and
the external expert to provide secretariat support, further secretariat travel in relation to the
workplan and promotion of contacts with countries outside the UNECE region):

TRUST FUND Priority 1 Priority 2 Priority 3 TOTAL
EXPENDITURE, US$ 140,961 | US$ 214,898 | US$ 33,014 US$ 388,873
excluding overspend

The overspend on workplan activities beyond the budgeted amount totalled US$ 1,259:

OVERSPEND Priority 1 Priority 2 Priority 3 TOTAL
US$ 839 US$ 420 - US$ 1,259

However, there have also been savings against the expected budget for some workplan
activities (see Table 6 for details):

» The first meeting of the Parties to the Convention serving as the Meeting of the Parties to
the Protocol is not expected to be held before or at the fourth meeting of the Parties
(priority 1);

« No further meetings of the Signatories to the Protocol are expected to be held before the
fourth meeting of the Parties (priority 1);

» The three meetings of the Working Group on EIA have cost less than budgeted (priority 1);

« No further workshops on the exchange of good practices are expected (priority 2);

« The activity on the examination of the substantive relationship between the Convention and
the Protocol has been postponed (priority 3).

The savings to date total US$ 187,141

SAVINGS Priority 1 Priority 2 Priority 3 TOTAL
US$ 169,039 | US$ 3,102 US$ 15,000 US$ 187,141

Parties and organizations have also undertaken one priority 1 workplan activity and several
priority 2 activities by providing in-kind contributions (Table 4). These activities have been
valued according to the budget indicated by the Meeting of the Parties. The activities were:

« Three workshops for the exchange of good practices;

» Five workshops for subregional cooperation;

e Transboundary EIA capacity-building in Eastern Europe, Caucasus and Central Asia
(EECCAA) countries and others (including workshops and development of guidance);

e Addressing institutional and procedural activities for the Protocol (priority 1);

e SEA capacity-building needs analysis;

» Capacity development in SEA, including creation of a capacity development manual.

Parties have also provided in-kind support to a priority 3 activity: transboundary EIA training
courses in Central Asia. The in-kind contributions to date have been valued at US$ 313,000:
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IN-KIND Priority 1 Priority 2 Priority 3 TOTAL
CONTRIBUTIONS | - US$ 253,000 | US$ 60,000 US$ 313,000

The remaining expenditure expected in the period between the third and fourth meetings of
the Parties, according to the budget, is:

OUTSTANDING Priority 1 Priority 2 Priority 3 TOTAL
EXPENDITURE US$ 210,000 | US$ 90,000 US$ 142,986 | US$ 442,986

The priority 2 and total expenditures have both been increased by US$ 20,000 as the lead
country for the Mediterranean Sea subregional workshop has provided funding through the
Trust Fund, rather than in-kind. No budget was anticipated, but the workplan assigned a cost
of US$ 20,000.

The balance in the Espoo Trust Fund (income less expenditure, including overspend) is
US$ 300,734, enough to cover the remaining priority 1 and 2 activities, but not priority 3
ones:

TRUST FUND Priority 1 Priority 2 Priority 3 TOTAL
BALANCE US$ 210,000 | US$ 90,000 US$ 734 US$ 300,734

The current shortfall of funds available against the budget is the difference between the
outstanding expenditure and the balance in the Espoo Trust Fund:

CURRENT Priority 1 Priority 2 Priority 3 TOTAL
SHORTFALL - - US$ 142,252 | US$ 142,252

As there are no outstanding in-kind contributions or pledges, this current shortfall is the
expected shortfall for the period to the fourth meeting of the Parties, unless there are further
contributions.

This expected shortfall has consequences for the different priority activities, as discussed
below.

Priority 1 and 2 activities

All priority 1 and 2 activities should be funded. Further savings may be achieved by finding
sponsors for the fourth meeting of the Parties (including host government support), through
further in-kind contributions and by savings in undertaking activities. The budget line for
‘Further secretariat support — promotional materials’ (US$ 10,000) is unlikely to be used, but
extra meetings of the Implementation Committee are now foreseen because of the extended
intersessional period resulting in further overspend of the corresponding budget line.

Priority 3 activities
The expected shortfall against the budget probably means that the following priority 3

activities will not receive funds through the Espoo Trust Fund, though bilateral donors might
be identified. These activities are:
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» Further secretariat support — promotional materials (US$ 20,000)
 Distribution of a relevant Russian-language journal (Environmental Expertise and EIA,
published by ECOTERRA, US$ 51,000)

ECOTERRA has been seeking donor funds for direct support of the journal.
The following activities need to await the receipt of further contributions before continuing:

» Further secretariat support — consultants (approximately US$ 42,000 remaining in budget
line)

» Further secretariat support — secretariat travel in relation to the workplan (approximately
US$ 17,000 remaining in budget line)

e Promotion of contacts with countries outside the UNECE region (approximately
US$ 12,000 remaining in budget line)

The total cost of the above-listed priority 3 activities is approximately US$ 142,000.
Observations on the financial reporting arrangements
The secretariat’s observations on the financial reporting arrangements are reflected in the

draft decision on budget and financial arrangements, being put forward for adoption at the
fourth meeting of the Parties.

Informal record 5 For information only



142,252 142,252

Outstanding pledged contributions to the Espoo - - - -
Trust Fund, after deduction of UN programme
support costs (from Table 2)

Outstanding, pledged in-kind contributions, valued - - - -
according to the budgeted activity cost (from Table
4)

Expected shortfall against budget ((9)-(h)-(i)) ¥ - 142,252 142,252

Notes

1) Further overspend is expected on meetings of the Implementation Committee and free-standing Bureau meetings, in the order of
US$10,000.

2) Some in-kind contributions were for activities for which no cost was specified in the budget, though they may have been in the
workplan (ECE/MP.EIA/6, annex IX).

3) Italy paid €20,000 to the Trust Fund to cover the costs of a Mediterranean subregional workshop (which was initially to be paid in-

kind, costing US$ 20,000). The outstanding budget requirements (priority 2 and total) have been increased by US$ 20,000 accordingly.

4) All priority 1 and 2 activities should be completed, as required. The short-fall identified above means that no priority-3 activities can
proceed until further funds are available.

Summary
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