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2.

investment policy options for the MDG-based Third

Executive Summary

Yemen’s selection as a Millennium Project (MP) country and short-listing for the Millennium Challenge Account (MCA)
threshold programme, has led to the welcome decision by the Government of developing an MDG-based PRSP medium term
development plan. The need to urgently address the planning efforts leading to rational investment policy options for the
MDG-based Third Plan for Sustainable Development and Poverty Reduction (2006-2010) through a high quality participatory
approach is recognized by the Government of Yemen (GoY) and the UN/donor community alike.

The UN system in Yemen, in consultation with the bilateral donors and within the over arching goal of harmonizing aid
delivery at the country level, intends to assist the Government of Yemen achicving the above building on an existing UNDP
supportpojectEachofﬂlch'oadaimsgivenbelowaddresswﬂncspeeiﬁcpmblansidmﬁﬁedbylheUNsy@unmdDmm
and would require modifying the MP recommended approach.
Streamline the MDG needs asscssment exercise to be responsive to the immediate need of producing a pro-poor
MDG-based Third Plan for Sustainable Development and Poverty Reduction (2006-2010);

Creatc and operationalize institutional mechanisms to engage coherently and constructively as a harmonized aid
community to assist 2 GoY led participatory process with an aim to address current capacity gaps over the medium
term and to identify emergent bottlenecks with respect to the existing PRSP (2002-2005) and the next MDG-based
Third Plan for Sustainable Development and Poverty Reduction (2006-2010);

Assist the government and take a clear position, jomtly with the bilateral donors on medium and long-term

It has the following broad aims;

Pian for Sustainable Development and Povesty Reduction

(2006-2010).
Programme Title (RCSYEMO1):
UN support to Yemen’s preparation of an MDG-based Third Total estimated resources $1,321,500
Pian for Sustainable Development and Poverty Reduction of support
(2006-2010)
Programme Duration (start/end dates): Allocated resources:
March 2004 — June 2005 e UNDP $300,000
Fund Management Option(s): ¢ DFID $500.000
Pass-through funding modality with UNDP as Administrative (UNDP ss Administrative Agent)
Agent
Other UN managed support resources:
s FAO $50,000
LPAC review date: 16 November 2004 * Lo $14.000
BPAC review date: N/A e UNFPA $124,500
officerr Sammy Khan, UN Resident e UNKCEF . $102,000
Coordinator’s Office, with programme oversight from UN *  UN Millennium Project $95.000
Core Group e WFP $45.000
e WHO $91,000




Section 1: Background

1. Introduction

The 2003 Yemen Millennium Development Goal Report (MDGR) points out that Yemen is currently off
track to meet the Goals by 2015, with the possible exception of universal primary education and under-
five child mortality. Accordingly, to achieve the MDGs by 2015 Yemen will need to make significant
investments to build capacity in human resources, infrastructure and institutions as well as to mobilize
resources to bridge the financial gap. Current constraints, can be overcome between now and 2015 to
meet the Goals. To do so, however, will require a systematic and long-term plan for investing across all
sectors, as well as sufficient international support. In recognition of Yemen’s development efforts and in
order to position Yemen to meet the MDGs by 2015, Yemen was accepted as the eighth Millennium
Project pilot country in June 2004,

As the UN Secretary-General’s advisory body commissioned with recommending operational frameworks
for achieving the MDGs, the Millennium Project is focusing much of its effort in 2004 on working with a
selected number of Governments and UN Country Teams (UNCTs) to identify how the MDGs can be
most effectively operationalized at the country level.' This entails identifying how specific investments,
policies, and processes of international assistance can be systematically integrated into ongoing poverty
reduction strategies (PRSs).

In order to make sure that Yemen’s planning documents are scaled up and MDG-based, the Government
of Yemen has taken the decision to merge the second PRSP and the Third Five Year Development Plan
into a single document - a five year MDG-based Third Plan for Sustainable Development and Poverty
Reduction (2006-2010). In preparing this MDG-based Third Plan for Sustainable Development and
Poverty Reduction (2006-2010), Yemen will be supported by the UN Millennium Project who will be
working through the UN Country Team. In addition, Yemen has now been selected as threshold country
for the Millennium Challenge Account, a US-led initiative to support countries making headway in
governance, economic, and social reforms.

The exercise in preparing the Third Five-year Plan for Sustainable Development and Poverty Reduction
(2006-2010) will require a three-phase planning process, as follows:

Phase I (February 2005): MDG needs assessment that compares the current development indicators of
Yemen with the MDG targets and identifies the combination of investments required if Yemen is to
achieve the MDGs by 2015. This needs assessment will identify the particular obstacles that are
preventing faster economic development and greater progress towards poverty reduction.’

Phase I (March/April 2005): A long-term (10-15 year) policy plan for achieving the MDGs. The plan
will propose and identify policies building on the needs assessment and complimented by a thorough
consultative process with government stakeholders as well as the private sector, civil society and the
international community.

Phase III (June 2005): Translate the long-term plan into a medium-term strategic development plan — the
Third Plan for Sustainable Development and Poverty Reduction (2006-2010) — that is scaled up and

' For more information on the Millennium Project, including its Task Force Interim Reports, see www.unmillenniumproject.ory.

* Asafirst approximation of what a national MDG needs assessment would look like, the Millennium Project has recently
worked with local partners to conduct such MDG evaluations for five countries: Bangladesh, Cambodia, Ghana, Tanzania and
Uganda (working draft available online at http://www.unmillenniumproject.orgshtml/mdgcasestudiesjan 1 704.html). Note that a
needs assessment is not the same as a policy plan with institutional design, but is instead a key input into policy design. The
Millennium Project’s needs assessment framework provides a template methodology for identifying the scale-up of activities
needed from 2004 through 2015. By working with local partners to identify local unit costs and by proposing a simple financing
model, the framework also estimates the total domestic and external resource mobilization needed to achieve the Goals.




aligned with achieving the MDGs. As outlined schematically in Figure 1, this implies a new approach to
poverty reduction and development strategies, one that focuses seriously on the MDGs as targets and
takes seriously the 2015 horizon. It is important to note that before reaching the 2015 target, the necessary

capacity will gradually take time to be in place, which is depicted in the diagram as a gradual incline from
2006-2010.
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Figure 1: MDG-based Economic Development and Poverty Reduction Strategy

Structure for the Formulation of an the MDG-based Third Plan for Sustainable Development and
Poverty Reduction (2006-2010)

The structure that will oversee the production of the five-year MDG-based Third Plan for Sustainable
Development and Poverty Reduction (2006-2010), captures and reflects the flow of work and relationship
between different institutions at both céntral and local levels. A Presidential decree has been passed
establishing the structure and mechanisms mentioned below. (See Annex II.)

The Higher Committee (HC), under the chairmanship of the Prime Minster, is responsible for the overall
supervision of the preparation of an MDG-based Third Plan for Sustainable Development and Poverty
Reduction (2006-2010). This work will be coordinated through the Ministerial Committee (MC). The
MC, chaired by Deputy Prime Minister and Minister of Planning, will interact with both the Technical
Planning and Policy Committees and provide the two committees with policy guidance (including
political commitments on complex issues related to reforms and financial envelopes for both the central
and local levels of planning) and keep the HC informed of the progress made.

The Techuical Planning Committee (TPC), is composed of MoPIC and Directors of Planning of all
Ministries and Institutions. The TPC will be responsible for the finalization of the products (outputs)
based on the inputs coming from the Thematic Working Groups and other sectoral needs, which will not
be directly addressed under the TWGs i.e. Industry, tourism, etc. As Yemen has decided to produce one
five year planning, the TPC will review the MDG needs assessment and long term plan methodologies,
and will introduce changes and adjustments in order to ensure synergy between the two methodologies if
necessary. The Local Development Committee and the Policy Committee will support the TPC.

The Policy Committee, replaces the Technical Committee of the current PRSP with some modifications,
will be composed of Deputy Ministers of all Ministries, Heads of Institutions, Representative from Civil
Society Organizations, Private Sector, United Nations Country Team (including the World Bank), multi-
and bi-lateral donors, INGOs, Heads of the TWGs, etc. will be responsible for providing feedback to the
3




TWGs and Technical Planning Committee on background papers for the preparation of the MDGs needs
assessments, long-term policy planning, and the MDG-based Third Plan for Sustainable Development and
Poverty Reduction (2006-2010).

These Committees will help ensure that local needs addressed in the MDG needs assessment and long
term plans as well as in the MDG-based Third Plan for Sustainable Development and Poverty Reduction
(2006-2010). The TPC will be supported by an Economist (national), 2 to 3 individual professional
translators, professional report writers (English & Arabic) and 2 to 3 support staff for logistic, when
required.

Thematic Working Groups

Thematic Working Grouf)s have been reconstituted, or formed where applicable, in the following five
strategic areas:

e Education and Women’s Empowerment

e Health and Population

¢ Infrastructure and Rural Development

* Environment and Water Resources Management

* Economic Growth and Employment Generation, with a sub-Thematic Working Group on
Food Security

Each of these five main TWGs and sub-TWG will be co-chaired by key line ministry and a donor agency.
(TORs for these TWGs have been prepared and are attached.) In consultation with, and supported by, the
Thematic Working Groups, a MDG needs assessment analyst(s) will carry out the MDG needs
assessments and related work for their respective TWG by the end of 2004. The consultants will also
liaise with other planning committees to ensure coordination and consistency.

In addition to these five groups, the existing PRSP TWGs on gender, civil society and decentralization
will be maintained. Although these three existing TWGs will not be required to produce the deliverables
of the other five TWGs (i.e. a MDG needs assessment and a long term plan), the substance of their work
will be used to inform the work of the five main TWGs. In so doing, issues of gender, civil society and
decentralization will be incorporated into the work of the five main TWGs.

Challenges

The Government has made considerable progress in undertaking this exercise. The TWGs that have been
formed have been meeting on a regular basis and work has done on data collection and completing the
needs assessment models. This exercise has benefited from broad participation form a wide variety of
partners, including civil society, government line ministries, bilateral donors, and resident and non-
resident UN agencies. The full extent of the achievements so far has been captured in two progress
reports.

Nonetheless, despite this progress, concerns have emerged both on the implementation of PRS and the
budgetary reform process. The UN system would support the ongoing process as identified by the three-
phase process, with particular emphasis on filling the technical and capacity and coordination gaps.

An informal assessment of the current situation vis-a-vis the initiatives mentioned above has been
undertaken by the UN system and the donors. The first impression of the joint UN-donor analysis is the
need to shore up the ongoing progress with a view to taking the following issues into consideration:



. How to adopt the lessons of the on-going PRSP (2002-2005) into the current process, particularly
the needs assessment exercise as well as Phase II and III;

2. Lack of communication between the Government entities responsible for the former and current

PRSP processes;

Need for stronger Millennium Project engagement in the process;

4. How to build and keep a collective momentum of a broad UN/bilateral donor/INGO coalition

engaged and keyed into the above process with tangible rights-based outcomes for the short term

(PRS-MDG-DP) and the long term (MDG-MP).

The need to have accurate data for the ‘costing exercise’, and guidelines for the translation of the

ten-year costing into a medium-term (five-year) development framework;

6. Ensure that governance and economic reforms are crucial part of the MDG process, just as they
were of the first PRSP;

7. Need to improve communication to ensure an integrated approach to cross-sectoral issues.

o
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2. Strategic UN Engagement

The current UN Development Assistance Framework (UNDAF) 2001-2005 identifies common objectives
and strategies for UN interagency cooperation and with development partners, a programme framework,
and proposals for follow-up, monitoring, and evaluation. Under the UNDAF outcome to Enhance
National Capacity for Policy Analysis and Programme Development for Human Development, the UN
system continues to address national challenge of poverty reduction and to support the Government
within its national frameworks to achieve the MDGs. The broad thrust of UN’s strategic engagement in
Yemen starts with the recognition that the MDG-based Third Plan for Sustainable Development and
Poverty Reduction (2006-2010) will effectively be the single most important and comprehensive policy
package guiding the national development for the medium term. The UN engagement is shaped by the
recognition of primacy of MDG-based Third Plan for Sustainable Development and Poverty Reduction
(2006-2010) with the following key core results to be achieved:

1. Stronger political commitment by the GOY of the MDG-based Third Plan for Sustainable
Development and Poverty Reduction (2006-2010);

2. Coherent and rational pro-poor policy options including but not limited to income distribution

and equity;

Transparent, measurable and clear linkages between MDG-based Third Plan for Sustainable

Development and Poverty Reduction (2006-2010), the annual budgetary processes, and MDG

costing,

4. Clear rights based social outcomes linked to increased annual social investment/allocation (a
minimum of 4% of GDP), institutional mechanisms for monitoring and accountability and
capacity building;

5. Pro-poor and pro-participatory changes in the rules of business for planning and budget
formulation (involvement of more decentralized feedback) and improved financial management
systems;

6. Advocacy and information sharing of the PRSP (2003-2005)/MDG-based Third Plan for
Sustainable Development and Poverty Reduction (2006-2010) with the general public to
encourage dialogue;

7. Increased coordination with donors in aligning development assistance to targeted areas of
support to the Government.

(OS]

Immediate improvement in communications and participation

The Office of the UN Resident Coordinator, assisted by UN agency focal persons, will play a more pro-
active role in disseminating information to all key stakeholders. This will include all meetings of TWGs,
the arrival and departure of missions and briefings. It is proposed that an annex to this project will consist
of all Donor activities related to this process.



4. Support to Phase I — Needs Assessment
a. Thematic Working Groups

The needs assessment is conducted by the relevant TWGs. Each TWG should be supported by at least
three people who will report to the TWG and their chairs and co-chairs:

- A Data Manager who is responsible for collecting data and working with the needs assessment
methodology and spreadsheets. For some TWGs, notably the Health and Population TWG, more
than one data manager may be required;

- A Coordinator who is responsible for harmonizing the work of his/her particular TWG with the
work of other TWGs and who will also work with the Deputy Minister’s office. This person
should be the Director General of Planning of the ministry chairing the TWG, or whomever else
the chair of the TWG sees fit and qualified to serve in this role;

- A Synthesizer and lead drafter who will be responsible for writing up the findings of the TWG.

In order to make sure that the issue of gender is integrated into the work of all of these TWGs, each TWG
should have as a member at least one gender expert.

Moreover, the Office of the Deputy Minister of Planning and International Cooperation would require
additional support, particularly through a lead synthesizer to review monitor the overall costing
undertaken. This support would include a bilingual secretary in addition to development professionals.
Their tasks, inter alia, would be to support the Deputy Minister’s dialogue with, and harmonize the work
of, each TWG; develop a communications strategy to inform ministries and government officials at the
governorate level and the public at large about the exercise; as well as support his role as an interlocutor
with UN agencies, donors, INGOs, national NGOs as well as the Millennium Project, particularly its
Yemen Focal Point. (See Annex III)

b. The Millennium Project

The UN Millennium Project, which is based in New York, will provide technical support to the UNCT
and the Government of Yemen based on the agreed timetable. A Focal Point has been appointed to
support the Government and the UN system in this exercise and will make available the expertise at the
Millennium Project Office. In addition, the Millennium Project has contributed US95,000 towards MP
activities and missions to support the UN Resident Coordinator and the TWGs.

C. UN Country Team

The overall responsibility for coordinating the work of the UN Country Team (UNCT) will rest with the
Office of the UN Resident Coordinator (RC). Towards this effort, a senior economist will be immediately
recruited to support the UN RC and the UNCT. In addition, the UNCT will utilize additional national,
regional, international experts in relevant technical areas to reinforce the capacity of the Government in
the preparation of the MDG-based national poverty reduction plan. This support can be directly provided
to TWGs through the provision of technical consultants, national or international experts, and/or
missions, to be supported through the Joint Programme funds.

To facilitate UN coordination, under the guidance of the UN RC, the UNCT has established a UN Core
Group3 that serves as a consultative body to oversee the strategic direction of the UN system support to
the national development planning exercise (Phases I-1IT), including UN/donor engagement and technical
discussions on support, evaluations, missions, and other resources requirements. This Group has agreed

? The UN Core Group comprises of the following organisations: FAQ, ILO, UNDP, UNFPA, UNICEF, WFP, WHO, World
Bank, and the UN Resident Coordinator’s Office



on terms of reference and is meeting regularly. The Group has also invited bilateral donors to particpate in
the discussions. In addition to this a document on a common consensus on the outcome of the
engagement of the process was shared and endorsed provisionally. This mechanism to ensure that this
process of engagement remains informed is would continuously review its response to the emerging
problems and the bottlenecks in the process (the beginnings of this has been initiated by holding joint
forum of bilateral donors and the UN Core Group). A further recommendation is to invite the high-level

policy makers from the public sector to this forum to exchange information and keep concerns fresh on all
sides.

The senior economist of the Resident Coordinator’s Office will as serve Secretary to the UN Core Group,
and with the support of the appointed UN agency focal point(s) will also coordinate with each agencies’
TWG technical focal points who report to their respective Head of Agency on key issues, developments,
and interventions. The Chair of the Core Group will be a rotating position among the UN agencies
present in the Group and report to the UNCT on progress and recommendations. The UN system,
including the World Bank, the Millennium Project and the NGOs, support to the TWGs is mapped by the
UN Resident Coordinator’s Office and revised as needed.

5. Support to Phase II and III — Medium-term Strategic Development Plan and Long-term
Policy Plan

The UN system support to Phases II and III will be reviewed by the UN Core Group and joint
interventions will be developed and submitted to the Joint Programme Steering Committee. This will be
undertaken through a policy dialogue with all partners and a communications and advocacy strategy, with
particular focus on relevant ministries and government officials at the governorates.

Section 2: Management and Coordination Arrangements4:

a. Coordination Committee (CC)

Composition:
- The representatives from the UN Core Group assume the role as members of the Coordination
Committee.

Tasks:

- Initial technical review’ of proposals, and funding eligibility’. Following successful review, transfer
of eligible proposals to the JPSC, with recommendations and all documentation from the technical
review. For each proposal, the CC shall provide a ranking of funding suitability from low to high.

- The Committee will meet as needed, at least monthly. Resident donors will be invited to participate in
the Committees as need.

In addition, the Coordination Committee will:

- Review of the operational activities of the Joint Programme;

- Review of the Joint Programme’s reports;

- Liaise closely with Yemeni counterparts, on a continuing basis, to assure both programme and
implementation coherence with Yemeni priorities.

* If necessary, detailed Terms of Reference will be developed for the two committees constituting the governance structure of the
Joint Programme (i.e. Joint Programme Steering Committee; Coordination Committee).

° The technical review entails assessment of substantive, financial and management elements, and feasibility.

® Refer to priorities for funding: capacity building, quick implementation and crisis response. Criteria and coordination
arrangements will be further elaborated.



b. Joint Programme Steering Committee (JPSC)

Composition:
- RC as Chairperson, UNCT, contributing donor representatives, Government designated officials
(from MoPIC, MoF, etc.), and UNDP

Tasks:

- Examination and approval of the eligible proposals in the light of their quality and merit. Where the
UN Core Group (i.e. Project Acceptance Committee) cannot reach agreement on project approval
within five working days of receipt, the RC will act to approve or reject the project proposal. The
JPSC shall meet at least monthly, and otherwise as required. The JPSC will also be responsible for
providing strategic guidance to the Joint Programme; reviewing progress; and ensuring coherence and
collaboration between the Joint Programme and the national authorities’ priorities.

- The criteria for approving proposals will be essentially, though not exclusively, based on meeting
immediate needs within priority areas, country priorities, MDGs, recipient’s absorption capacity and
the executing entity’s implementation capacity.

- Decisions on the selection of an executing Participating UN Organisation will be made based on
demonstrated operational and absorptive capacity and expertise.

- Donors may wish to channel budgetary support to national authorities through a Participating UN
Organization in the form of budget support provision. Budgetary support type of earmarking must be
explicitly indicated. The funding provided is intended to cover gaps identified by the Government in
its yearly budget and is targeted at specific projects aimed at poverty reduction. National and/or
international NGOs can also be recipient of funds through a Participating UN Organization.

In addition the JPSC will:

- Ensure that the activities funded under the Joint Programme are coordinated with those funded from
the national budget and bilateral donors;

- Advise donors on the most appropriate allocation of their resources, based on needs, priorities and
absorptive capacities, when requested to do so.

c. Administration of the Fund and Management Arrangements

The Joint Programme will become effective as soon as the first donor contribution has been deposited into
the provided contributions account. The Joint Programme is seen as a short-term measure covering a
period from its start date to the end of the pre-interim period.

UNDP’s responsibilities as Administrative Agent will include the following:

* Receipt, administration and management of contributions from donors;

* Disbursement of such funds to the Participating UN Organisations;

* Compilation of project and financial reports developed by each of the Participating UN
Organisations into consolidated reports, and provision of such consolidated reports to each donor
that has contributed to the Fund;

Each Participating UN Organisation would have to sign a standardized Memorandum of Understanding
with UNDP based on their project submission and any alterations recommended by the Coordination
Committee. Under such MOU, each Participating UN Organisation will assume full programmatic and
financial accountability for the funds disbursed to them by the Administrative Agent. An exchange of
letters will be used for all subsequent activities.



Each Donor would sign a standardized Letter of Agreement with UNDP as Administrative Agent, setting
out the terms and conditions governing the receipt and administration of the contribution.

Project-level management, procurement and expenditures shall be governed by the regulations, rules and
directives of the respective Participating UN Organizations.

d. Implementation and Budgeting of Funds

The aggregate of the amounts budgeted for the projects together with any estimated payments in respect of
support services shall not exceed the total resources available to the Joint Programme.

If unforeseen increases in commitments or expenditures are expected or realized (whether due to
inflationary factors, fluctuation in exchange rates or unforeseen contingencies) the assistance to be provided
under the Fund may be reduced, suspended or terminated by the respective Participating UN Organisation.

e. Ownership of Equipment, Supplies and Other Property

Ownership of equipment, supplies and other property financed from the Joint Programme shall be vested in
the respective Participating UN Organisation undertaking the activities. Matters relating to the transfer of
ownership by the Participating UN Organisation shall be determined in accordance with the applicable
policies and procedures of the Participating UN Organisation.

f. Monitoring and Evaluation

The Coordination Committee, subject to UNDP’s applicable regulations, rules and policies, will monitor the
Joint Programme. An evaluation of the Joint Programme will be conducted to measure and evaluate how it
is achieving its targeted outputs, as well as, record best practices and lessons learned. The evaluation will be
submitted to the technical Joint Programme Steering Committee for review and endorsement and
subsequent circulation to all concerned by the UN Resident Coordinator.

g. Audit

Project level auditing shall be subject exclusively to the internal and external auditing procedures provided
for in the financial regulations, rules and directives of the respective Participating UN Organisation. The
activities of the Administrative Agent shall be subject exclusively to the internal and external auditing
procedures provided for in the financial regulations, rules and directives of UNDP. Audit observations and
recommendations from the external auditors should be reviewed and endorsed by the Coordination
Committee and appropriate action plan established to ensure that audit queries are addressed and complied
with.

h. Reporting

Consolidated (both financial and substantive) reporting will be provided to all Joint Progrmame donors by
UNDP, as Administrative Agent, on a semi-annual basis. The responsibility of preparing and distributing
such reports is vested in the Resident Coordinator’s Office. The Resident Coordinator will provide the
UNCT a final report on the activities of the Joint Programme prepared in accordance with UNDP
accounting and reporting procedures.

i. Other Matters

Notwithstanding the completion of the projects financed from the Joint Progrmame, any unutilised balances
shall continue to be held in the Joint Programme account until all commitments and liabilities incurred in
implementation of the projects have been satisfied and project activities have been brought to an orderly
conclusion,



The Joint Programme shall terminate upon completion of all projects and after the satisfaction of all
commitments and liabilities arising from their execution. The Coordination Committee in consultation with
the Donor(s) shall dispose of any balance then remaining.

Section 3: Common Work plan and Budget

UNDP is using a results-based management system where project monitoring is carried out to ensure
optimal use of resources. It has developed a work plan format, which provides easy analysis of cost per
each activity and results per expenditure incurred against the budgeted amount. The work plan format can
also serve the purpose of an annual project and expenditure report. Thus, the work plan provides
stakeholders with a user-friendly tool to monitor the implementation of the project closely.

See pages 11-18 for Joint Programme Results and Framework Matrix.

Section 4: Signatures of national counterparts and UN

For the Government of Yemen:

-

Signature:

[ IR
Name: H.E. Mr. Ahmed Mohammed Sofan L S
Title: Deputy Prime Minister and Minister of Planning and International Cooptras

Place: Ministry of Planning and International Cooperation
Date: 9 March 2005

For the United Nations:
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Name: Ms. Flavia Pansieri oA .

Title: UN Resident Coordinator/UNDP Resi
Place: Ministry of Planning and International
Date: 9 March 2005
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Annex 1V
Standard Memorandum of Understanding between the Participating UN Organizations and the
Adminjstrative Agent for pass-through fund management

Memorandum of Understanding
Between
FAO, ILO, UNDP, UNFPA, UNICEF, WFP, WHO
And
United Nations Development Programme (UNDP)

regarding the Operational Aspects of the Joint Programme in Yemen

WHEREAS, FAO, ILO, UNDP, UNFPA, UNICEF, WFP, and WHO (hereinafter referred to collectively
as the “Participating UN Organizations”) have developed a joint programme (hereinafter referred to as the
“Joint Programme”) as part of their respective development cooperation with the Government of Yemen,
as more fully described in the detailed Joint Programme document dated 9 March 2004, document no.
RCSYEMO1 (hereinafter referred to as the “Joint Programme Document”), and have agreed to establish a
coordination mechanism ' (hereinafter referred to as the “Joint Programme Steering Committee™) to
facilitate the effective and efficient collaboration between the Participating UN Organizations and the
host Government for the implementation of the Joint Programme;

WHEREAS, the Participating UN Organizations have agreed that they should adopt a coordinated
approach to collaboration with donors who wish to support the implementation of the Joint Programme
and have developed a Joint Programme Document to use as the basis for mobilising resources for the
Joint Programme, and have further agreed that they should offer donors the opportunity to fund the Joint
Programme and receive reports on the Joint Programme through a single channel; and

WHEREAS, the Participating UN Organizations have further agreed that UNDP (which is also a
Participating UN Organization in connection with this Joint Programme) should be asked to serve as their
administrative interface between donors and the Participating UN Organizations for these purposes and
UNDP has agreed to do so in accordance with this Memorandum of Understanding.

NOW, THEREFORE, the UNDP and the Participating UN Organizations (hereinafter referred to
collectively as the “Parties”) hereby agree as follows:

Article [
Appointment of Administrative Agent; its Status, Duties and Fee

1. The Participating UN Organizations hereby appoint UNDP (hereinafter referred to as the
“Administrative Agent” or the “AA”) to serve as their Administrative Agent in connection with the Joint
Programme, in accordance with the terms and conditions set out in this Memorandum of Understanding.
The Administrative Agent accepts this appointment on the understanding that the Participating UN
Organizations assume full programmatic and financial accountability for the funds disbursed to them by
the Admuinistrative Agent. This appointment shall continue until it terminates, or is terminated, in
accordance with Article VII below.

2. On behalf of the Participating UN Organizations, the Administrative Agent shall:

" The Parties to the Joint Programme Document will decide what is the most appropriate coordination mechanism,
for example a theme group, steering committee, management committee etc. For ease of reference, this mechanism
1s referred to as the “Joint Programming Steering Committee” in this document.
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(a) Receive contributions from donors that wish to provide financial support to the Joint
Programme through the Administrative Agent;

{b) Administer such funds received, in accordance with this Memorandum of Understanding
including the provisions relating to winding up the Joint Programme Account and related
matters;

(©) Subject to availability of funds, disburse such funds to each of the Participating UN
Organizations in accordance with instructions from the Joint Programme Steering
Committee, taking into account the budget set out in the Joint Programme Document
(Section 3), as amended in writing from time to time by the Joint Programme Steering
Committee;

(d) Compile financial reports produced by each of the Participating UN Organizations into a
consolidated report, and distribute such financial reports together with consolidated
programme reports produced by the Participating UN Organizations, as further described
in the Joint Programme Document, to each donor that has contributed to the Joint
Programme Account and to the Joint Programme Steering Committee;

(e) Provide final reporting, including notification that the Joint Programme has been
operationally completed, in accordance with Article IV below®;

(f) Perform such other activities as the Participating UN Organizations and the
Administrative Agent may agree in writing.

3. The Administrative Agent shall enter into a letter of agreement, in the form attached hereto as
ANNEX V (hereinafter referred to as a “Letter of Agreement”), with each donor that wishes to provide
financial support to the Joint Programme through the Administrative Agent. The Administrative Agent
shall not amend the terms of Annex V without prior written agreement of the Participating UN
Organizations. The Administrative Agent shall provide the Participating UN Organizations with a copy
of each Letter of Agreement it enters into.

4, Should there be a donor committee or other donor consultative mechanism established at any time
in respect of the Joint Programme, the Participating UN Organizations will decide on the appropriate
manner in which the Participating UN Organizations (including the Administrative Agent) will engage
with such committee.

5. None of the Participating UN Organizations shall be liable for the acts or omissions of the
Administrative Agent or its personnel, or of persons performing services on its behalf, except in regard to
any contributory acts or omissions of other Participating UN Organizations. With respect to such
contributory acts or omissions of the Participating UN Organizations, the resulting liability shall be
apportioned among them or any one of them to the extent of such contributory acts or omissions, or as
may otherwise be agreed.

6. The Administrative Agent shall be entitled to allocate an administrative fee of one percent (1 %)
of the amount contributed by each donor signing a Letter of Agreement, to meet the Administrative
Agent’s costs of performing the Administrative Agent’s functions described in this Memorandum of
Understanding. Notwithstanding the foregoing, in cases the contribution is less than $2 million, the fee

® To the extent that under a particular Joint Programme the AA has responsibilities beyond those set forth in “a”
through “e”, additional tasks can be added as a new “f”.
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will be subject to a minimum floor of $20,000; if the contribution is above $10 million, the fee will be
subject to a maximum ceiling of $100,000.°

Article II
Financial Matters

The Administrative Agent

I The Administrative Agent shall establish a separate ledger account under its financial

regulations and rules for the receipt and administration of the funds received pursuant to Letters of

Agreements (hereinafter, the “Joint Programme Account”). The Joint Programme Account shall be

administered by the Administrative Agent in accordance with the regulations, rules, directives and

procedures applicable to it, including those relating to interest. The Joint Programme Account shall be

subject exclusively to the internal and external auditing procedures laid down in the financial regulations,
rules, directives and procedures applicable to the Administrative Agent.

2. The Administrative Agent will not absorb gains or losses on currency exchanges. Such
amounts will increase or decrease the funds available for disbursements to Participating UN
Organizations

3. The Administrative Agent shall make disbursements from the Joint Programme Account
based on instructions from the Joint Programme Steering Committee, in line with the budget set forth in
the Joint Programme Document, as amended from time to time by the Joint Programme Steering
Committee. The disbursements shall consist of direct and indirect costs as set out in the budget.

4. Subject to the availability of funds, the Administrative Agent shall normally make each
disbursement within seven (7) to ten (10) business days after receipt, in accordance with the instructions
received from the Joint Programme Steering Committee in line with the Joint Programme Document. The
Administrative Agent shall transfer funds to each Participating UN Organization through wire transfer.
Each Participating UN Organization shall advise the Administrative Agent in writing of the bank account
for transfers pursuant to this Memorandum of Understanding. When making a transfer to a Participating
UN Organization, the Administrative Agent will notify that Participating UN Organization’s Treasury
Operations of the following: (a) the amount transferred, (b) the value date of the transfer; and (c) that the
transfer is from UNDP as Administrative Agent in respect of the joint programme in Yemen pursuant to
this Memorandum of Understanding.

5. Where the balance in the Joint Programme Account on the date of a scheduled disbursement
is nsufficient to make that disbursement, the Administrative Agent shall consult with the Joint
Programme Steering Committee and make a disbursement, if any, in accordance with the Joint
Programme Steering Committee’s instructions.

The Participating UN Organizations

6. Each Participating UN Organization shall establish a separate ledger account under its
financial regulations and rules for the receipt and administration of the funds disbursed to it by the
Administrative Agent from the Joint Programme Account. That separate ledger account shall be

? In cases where the Participating UN Organizations and the AA agree that the AA’s responsibilities are more
complex than envisioned in Article I, para 2 (a)-(e), such additional responsibilities will be included in Article I,
para 2(f) and a hlgher percentage or amount for the fee of the AA than that stipulated here may be agreed with the
donor or included as direct costs in the budget directly managed by the AA as appropriate
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administered by each Participating UN Organization in accordance with its own regulations, rules,
directives and procedures, including those relating to interest. That separate ledger account shall be
subject exclusively to the internal and external auditing procedures laid down in the financial regulations,
rules, directives and procedures applicable to the Participating UN Organization concerned.

7. Each Participating UN Organization shall use the funds disbursed to it by the Administrative
Agent from the Joint Programme Account to carry out the activities for which it is responsible as set out
in the Joint Programme Document, as well as for its indirect costs. The Participating UN Organizations
shall commence and continue to conduct operations for the Joint Programme only upon receipt of
disbursements as instructed by the Joint Programme Steering Committee. The Participating UN
Organizations shall not make any commitments above the approved budget in Section 3 of the Joint
Programme Document to this document, as amended from time to time by the Joint Programme Steering
Commuttee. If there is a need to exceed the budgeted amount, the Participating UN Organization
concerned shall submit a supplementary budget request to the Joint Programme Steering Committee.

Article 11T
Activities of the Participating UN Organizations

1. Each of the Participating UN Organizations shall carry out its activities contemplated in the
Joint Programme Document in accordance with the regulations, rules, directives and procedures
applicable to it. Accordingly, personnel shall be engaged and administered, equipment, supplies and
services purchased, and contracts entered into in accordance with the provisions of such regulations,
rules, directives and procedures. On the termination or expiration of this Agreement, the matter of
ownership shall be determined in accordance with the regulations, rules, directives and procedures
applicable to such Participating UN Organizations, including, where applicable, its basic agreement with
the Government of Yemen.

2. Any modifications to the activities set out in the Joint Programme Document, including as to their
nature, content, sequencing or the duration thereof shall be subject to mutual agreement in writing
between the relevant Participating UN Organization and the Joint Programme Steering Committee. The
Participating UN Organization shall promptly notify the Administrative Agent through the Joint
Programme Steering Committee, of any change in the budget as set out in the Joint Programme
Document.

3. Where a Participating UN Organization wishes to carry out its Joint Programme activities through
or in collaboration with a third party, it shall be responsible for discharging all commitments and
obligations with such third parties, and no other Participating UN Organization, nor the Administrative
Agent, shall be responsible for doing so.

4, In carrying out their Joint Programme activities, none of the Participating UN Organizations shall
be considered as an agent of any of the others and, thus, the personnel of one shall not be considered as
staff members, personnel or agents of any of the others. Without restricting the generality of the
preceding sentence, none of the Participating UN Organizations shall be liable for the acts or omissions of
the others or their personnel, or of persons performing services on their behalf.

S. Each Participating UN Organization shall advise the Administrative Agent in writing when all
activities for which it is responsible under the Joint Programme have been completed

Article TV
Reporting

1. Each Participating UN Organization shall provide the Joint Programme Steering Committee and
the Administrative Agent with the following statements and reports prepared in accordance with the
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accounting and reporting procedures applicable to the Participating UN Organization concerned, as set
forth in the Joint Programme Document. The Participating UN Organizations will endeavour to
harmonize their reporting formats to the extent possible:

(a) Narrative progress reports for each twelve-month period, to be provided no later than one
month after the end of the applicable reporting period;

(b) Annual financial reports as of 31 December each year with respect to the funds disbursed
to it from the Joint Programme Account, to be provided no later than four months after
the end of the applicable reporting period;

(c) A final narrative report and financial report, after the completion of the Joint Programme
and including the final year of the Programme, to be provided no later than 30 April of
the year following the financial closing of the Programme;

(d) A final certified financial statement, to be provided no later than 30 June of the year
following the financial closing of the Programme.

2. The Administrative Agent shall prepare consolidated narrative progress and financial reports
consisting of the reports referred to in paragraph 1 (a) to (d) above submitted by each Participating UN
Organization, and shall provide those consolidated reports to each donor that has contributed to the Joint
Programme Account, in accordance with the timetable established in the Letter of Agreement, and to the
Joint Programming Steering Committee.

3. The Administrative Agent shall also provide a financial report and a final certified financial
statement to Donors and Participating UN Organizations, on its activities as Administrative Agent, to be
provided no later than 30 June of the year following the financial closing of the Programme.

Article V
Monitoring and Evaluation

Monitoring and evaluation of the Joint Programme shall be undertaken in accordance with the
" provisions contained in the Joint Programme Document, which are consistent with the respective
regulations, rules and procedures of the Participating UN Organizations.

Article VI

Joint Communication

Each Participating UN Organization shall take appropriate measures to publicize the Joint
Programme and to give due credit to the other Participating UN Organizations. Information given to the
press, to the beneficiaries of the Joint Programme, all related publicity material, official notices, reports
and publications, shall acknowledge the role of the host Government, the donors, the Participating UN
Organizations, the Administrative Agent and any other relevant parties. In particular, the Administrative
Agent will include and ensure due recognition of the role of each Participating UN Organization and
national partner in all external communications relating to the Joint Programme.

Article VII
Expiration, modification and termination of the Agreement

I. = This Memorandum of Understanding shall expire upon completion of the Joint Programme,
subject to the continuance in force of paragraph 5 below for the purposes therein stated.
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2. This Memorandum of Understanding may be modified only by written agreement between the
Parties.

3. Any of the Participating UN Organizations may withdraw from this Memorandum of
Understanding upon giving thirty (30) days’ written notice to all other parties to this Memorandum of
Understanding stating that it has given notice, in accordance with the Joint Programme Document, of its
withdrawal from the Joint Programme, subject to the continuance in force of paragraph 5 below for the
purpose therein stated.

4, The Administrative Agent’s appointment may be terminated by the Administrative Agent (on the
one hand) or by the mutual agreement of all Participating UN Organizations (on the other hand) on thirty
(30) days’ written notice to the other party, subject to the continuance in force of paragraph 5 below for
the purpose therein stated. In the event of such termination, the Parties shall agree on measures to bring
all activities to an orderly and prompt conclusion so as to minimize costs and expense.

5. Obligations assumed by the withdrawing or terminating Parties under this Memorandum of
Understanding shall survive the expiration or termination of this Memorandum of Understanding or the
termination of the Administrative Agent or withdrawal of a Participating UN Organization to the extent
necessary to permit the orderly conclusion of the activities and the completion of final reports, the
withdrawal of personnel, funds and property, the settlement of accounts between the Parties hereto and
the settlement of contractual liabilities that are required in respect of any subcontractors, consultants or
suppliers. Any balance remaining in the Joint Programme Account or in the individual Participating UN
Organizations’ separate ledger accounts shall be used for a purpose mutually agreed upon by the
Administrative Agent, the donors and the Joint Programme Steering Committee.

Article VIII
Notices

1. Any action required or permitted to be taken under this Memorandum of Understanding may be
taken on behalf of the Administrative Agent by the UNDP Resident Representative, or his or her
designated representative and on behalf of a Participating UN Organization by the head of office in
Yemen, or his or her designated representative.

2. Any notice or request required or permitted to be given or made in this Memorandum of
Understanding shall be in writing. Such notice or request shall be deemed to be duly given or made when
1t shall have been delivered by hand, mail, cable or telex to the party to which it is required to be given or
made, at such party's address specified in ANNEX A to this Memorandum of Understanding or at such
other address as the party shall have specified in writing to the party giving such notice or making such
request.
Article IX
Entry into force

This Memorandum of Understanding shall enter into force upon signature by authorized officials
of the Parties and shall continue in full force and effect until it is expired or terminated.

Article X
Settlement of disputes

The Parties shall use their best efforts to promptly settle through direct negotiations any
dispute, controversy or claim arising out of or in connection with this Memorandum of
Understanding or any breach thereof. Any such dispute, controversy or claim which is not
settled within sixty (60) days from the date either party has notified the other party of the nature
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of the dispute, controversy or claim and of the measures which should be taken to rectify it, shall
be resolved through consultation between the Executive Heads of each of the Participating UN
Organizations and of the Administrative Agent.

IN WITNESS WHEREOF, the undersigned, duly authorized representatives of the respective Parties,
have signed this Memorandum of Understanding in the English in eight (8) copies. '

For the Administrative Agent

T .
Signature: f&,.. L >
Name: Flavia Pansieri

Title: UNDP Resident Representative/UN Resident Coordinator

Place: S;&U\m' e

Date: 5 Mua—e b pren

For FAO

Signature: ) -—
Name: Hashi}n\Ar-ghami
Title: Representativg _

Place: \ . -

Date: \_i\\ ’.é\‘;,(l,g{

For UNFPA

Signature: B

Name: Omer £t
Title: Representative a.l.
Place: wir'a,

Date: _7 o4 (M s 7o oG

For WFP

Signature: 1/\ . ml) \1‘{‘ o~
Name: Naila Sabra

Title: Reprgsqntativq

Place: I A

Date: 9, Nooh O 6\/

(oo
For the ILO
N VoS
Name: Najwd Ksaifi
Title: Chief Technic 1sor

Place: S A e
Date: {1 Pq‘me 9,00%

For UNDP

Signature:
Name: Moin Karfm

Title: Deputy Resident Representative .
Place: AL aczdy 70N
Date:

_/7

For UNICEF

/(/
Signature: Km/g)

Name: Ramesh Man S#restha

Title: Representative
Place: bing'a

Date: [0 APAIL 200

Signature: W

Name: Hashim®FZein
Title: Represenfatiye -
Place: 25‘ 31es
Date:

For WHO
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ANNEX V: DIFD — UNDP Letter of Agreement
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Annex V

Form of Administration Arrangement for Cost-sharing or Trust Fund
between the Department for International Development and the United
Nations Development Programme

1. [ am pleased to inform you of the intention of the United Kingdom to
make available a contribution ("the Contribution") of £259,465 (Pounds
sterling two hundred fifty nine thousand, four hundred and sixty five) as a
grant, to be administered by UNDP for the Implementation of PRSP and the
preparation of the next MDG based third plan for the sustainable
Development and Poverty Reduction DPPR project (DFID MIS 188 542 007
CW 003). The terms of the Framework Arrangement will apply to the
Contribution. UNDP will administer the Contribution in accordance with the
provisions of the Framework Arrangement, except as otherwise provided
herein.

2. The Contribution will be used exclusively for the following purposes:
a) Preparation of the MDG needs assessment;
b) Long term policy planning for achieving the MDGs;
c) Medium term strategic development plan;

And as laid out in the project document.
3. The contribution will be charged the following support costs:

6% per cent for the additional cost incurred by UNDP in providing
administration and handling services of the contribution.

4. The United Kingdom will deposit the Contribution as a grant with
UNDP,

upon request from UNDP, in UNDP’s Bank Account:

Name:UNDP Contributions GBP Account
No. 6008-6272-2030
Bank of America — London,

5 Canada Square, London E14 5AQ
SWIFT code BOFAGB22
in accordance with the following schedule

£150,000 by January 2005,
£109,465 by April 2005

The above schedule may be amended by mutual consent of UNDP and the
United Kingdom dependent upon actual and estimated expenditure and need.
DFID will notify UNDP Headquarters of each payment using the attached form



5. UNDP will provide to DFID with each request for payment, presented in

accordance with this Section, a financial utilisation report of: -

a) all amounts previously received under the Administration
Arrangement;
b) prior year’s expenditure, current year’'s expenditure to date and

unutilised budget to-date under the Administration Arrangement; and

c) the balance on the Programme Budget Allotment.

6. It is expected that the Contribution funds will be fully utilised in
accordance with the provisions of this Administration Arrangement by 31
December 2005. UNDP will only disburse the funds for the purpose of this
Administration Arrangement after such date upon the approval of the United
Kingdom.

7. If at any time, either Participant determines that the purposes of this
Administration Arrangement can no longer be effectively or appropriately
carried out, or if the Framework Arrangement is terminated, this
Administration Arrangement may be terminated at the initiative of either
Participant by giving three (3) months' written notice. Such termination will not
oblige UNDP to repay any funds until satisfaction of all commitments and
liabilities.

8. The offices responsible for co-ordination of all matters relating to this
Administration Arrangement are:

For the United Kingdom For UNDP
Dominic Oneill Hlavia ?ﬂw S
DFID Country Representative Unde Zes Qﬂv
British Embassy T4
Sana'a < ancee
9. | would like to propose that this letter will, upon your confirmation in the

manner indicated below, constitute an Arrangement between the United
Kingdom and UNDP for the implementation of PRSP and the preparation of
the next MDG based third plan for the Sustainable Development and Poverty
Reduction DPPR.

10.  Three originals of the text of this Arrangement, written in the English
language, have been signed by the Participants



Yours sincerely,

DFID

OV

{ Tl -0l

Confirmed

UNDP

/\c oEYEL Oﬁ;?\\

wo v :
O g GIDENT £ Qz}‘{\
,v‘« e (YA
Y /;’C, -

A <

Date:




Department for
International
Development

1 Palace Street, London SW1E 5HE

Direct Line: +44 (0)20 7023
Fax Line: +44 (0)20 7023

To: UNDP Contributions Unit
304 East 45" street 4" floor
New York NY10017

USA
(fax)

UNDP PAYMENTS

Telegraphic Transfer

Draft or BACS (TT or D or Currency

BACS

Amount in Figures (currency)

or BACS STERLING

Amount in words

Bank Name

BANK OF AMERICA N.A - LONDON BRANCH

Bank Address

5 Canada Square, London E14 5SAQENGLAND
SWIFT: BOFAGB22

Beneficiary A/C
Bank A/C No

UNITED NATIONS DEVELOPMENT PROGRAMME -
CONTRIBUTIONS ACCOUNT
6008-62722-030

Beneficiary Name

UNITED NATIONS DEVELOPMENT PROGRAMME

Beneficiary
Address

UNITED NATIONS DEVELOPMENT PROGRAMME
ONE UNITED NATIONS PLAZA, NEW YORK

NY 10017

USA

Reason for
Payment

Payment Date




