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Update on 2024 Operational Budget

PURPOSE AND ACTION REQUIRED

Take note of the update on GGGI’s 2024 O Provide feedback

Operational Budget

LI Approve I Other (please specify)
CONTEXT/BACKGROUND

The 2024 GGGI Operating Budget (OB) is based on the 2023/24 Work Program & Budget (WPB)
approved by the GGGI Council on 27 October 2022 subject to management’s best estimate of available
resources. The approved WPB set out three budget scenarios; The Base Scenario; the Base Scenario
with Core Replenishment and the Plus Scenario.

SUMMARY

In line with the approved WPB, GGGI Management approved a two-budget scenario: Base Budget and
Plus Budget. For the base budget the estimate of likely 2024 income is USD 106.5 million (2023 actual:
USD 83.1 million), with expenditures of USD 105.1 million (2023 actual: USD 80 million) resulting in
an operating surplus of USD 1.4 million. Budgeted revenue of USD 106.5 million represents an
increase of USD 23.4 million or 28 per cent over 2023.

Projected income for 2024 is USD 102 million with projected expenditures of USD 99.5 million
which would enable GGGI to record a small operating surplus of USD 2.5 million which is necessary
to enable GGGI to maintain its reserve days within the benchmark of between 90-180 days as set out on
page 7.

Full year income of USD 102 million would represent an increase of USD 18.9 million or 23% over
2023 actual of USD 83.1 million and represent 96% of the base budget of USD 106.5 million.

Full year expenditures of USD 99.5 million would represent an increase of USD 19.5 million or 24%
over 2023 actual expenditures of USD 80 million and represent 95% of the base budget of USD 105.1
million. A spending rate of 95% is in line with historical trends.

Management is confident that GGGI will again see significant growth in both revenue and expenditures
for 2024 and is in line to record a small operating surplus of USD 2.5 million. The continuing strong
financial position, at 31 August 2024, both in terms of reserve days, liquidity and value of unspent
earmarked contracts, should enable GGGI to weather any potential negative financial scenarios which
might emerge due to ongoing global conflicts in the later part of 2024.
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Update on 2024 GGGI Operational Budget

Preparation of 2024 Operational Budget

1.

The 2024 GGGI Operating Budget (OB) is based on the 2023/24 Work Program & Budget (WPB)
approved by the GGGI Council on 27 October 2022 subject to management’s best estimate of available
resources. The approved WPB set out three budget scenarios; The Base Scenario; the Base Scenario
with Core Replenishment and the Plus Scenario. The budget under each scenario is set out in the table
below:

Table 1: Summary of WPB 2023-2024 Budget by Scenarios

Base Scenario Base Scenario with Core Plus Scenario
Replenishment

Core 36.8 61.8 36.8

Program Earmarked 12.8 12.8 16.4

Project Earmarked

109.0

109.0

150.4

Total

158.6

183.6

203.6

2.

The detailed budget process was again a mixture of a bottom up and top-down approach where country
offices were asked to submit their best estimate of likely earmarked (both program and project) budgets
for 2024 and their core requirements. Management then interacted with individual countries to finalize
the detailed operational budget considering the availability of funding and institutional priorities in the
allocation of core resources based on the approved WPB. The budget was approved by the Management
Team on 13 December 2023.

Summary Budget

3.

In line with the approved WPB, GGGl Management approved a two-budget scenario: Base Budget and
Plus Budget. For the base budget the estimate of likely 2024 income is USD 106.5 million (2023 actual:
USD 83.1 million), with expenditures of USD 105.1 million (2023 actual: USD 80 million) resulting
in an operating surplus of USD 1.4 million. Budgeted revenue of USD 106.5 million represents an
increase of USD 23.4 million or 28 per cent over 2023.

Budgeted expenditures of USD 105.1 million comprises core funded expenditures of USD 25.4
million (partly funded by overhead recovery of USD 6.6 million and investment income of USD 1.3
million); program earmarked expenditures of USD 9.2 million which is an increase of USD 1.0
million or 12% over 2023 actual of USD 8.2 million; and project earmarked expenditures of USD
70.5 million which is an increase of USD 12.5 million or 22% over actual 2023 of USD 56.8 million.
This budget proposes a surplus of USD 1.4 million, to enable a growth in GGGI reserves to keep pace
with the growth in operating budget. The proposed 2024 Base OB summary is set out in table 2:

Table 2: 2024 BASE GGGI Operational Budget

2024

Core/Other Earmarked Total

Budget Program ‘ Project Budget

UsD'000

Core contribution 19,000 | 9,177 | 70,493 98,670
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O/H recovery 6,600 6,600
Investment Income 1,272 1,272
Total income 26,872 9,177 70,493 106,542
Expenditures 25,472 9,177 70,493 105,142
Surplus(deficit) 1,400 - - 1,400

5. The Base Budget is based on signed earmarked contracts. When the MT approved the budget in

December, we did not assume any funding from projects with a high probability of approval. This
means that availability of funding will not be a constraining factor in the implementation of the budget.

In December countries also submitted Plus Scenario Budgets which includes high probability
earmarked projects coming on stream in 2024. The core funded and program earmarked funded budgets
remain the same in the plus scenario budget as the base scenario. The Plus Scenario budget is set out
in table 3.

Table 3: 2024 PLUS SCENARIO GGGI Operational Budget

2024
Core/Other Earmarked Total
Budget Program Project Budget
uUsD'000
Core contribution 19,000 9,177 101,794 129,971
O/H recovery 6,600 6,600
Investment Income 1,272 1,272
Total income 26,872 9,177 101,794 137,843
Expenditures 25,472 9,177 101,794 136,443
Surplus(deficit) 1,400 - - 1,400

Actual Expenditures to 31 August against budget

7.

8.

Actual expenditures to 31 August are USD 66.2 million against the eight- month budget of USD 70.1

million which represents a 94% spending rate against budget. Expenditures comprise:

e core of USD 14.2 million against an eight-month budget of USD 17.0 million (83% spend).

e program earmarked USD 5.4 million (89% spend) against an eight-month budget of USD 6.1
million.

e project earmarked of USD 46.6 million against an eight-month budget of USD 47 million (99%
spend).

We would expect core expenditure to increase during the last 4 months of the year. However, full year
expenditures are still likely to be lower than budget (as set out in the overall projection in table 4).
Program earmarked expenditures are currently running behind budget on KGNDF funded projects and
on the Qatar country program expenditures. A review of KGNDF projects and Qatar expenditures show
that both items are likely to move into line with the budget during the final months of the year. Project
earmarked spending is very much in line with expectations for the eight six months.

Table 4: Actual expenditures to 31 August against eight-month budget
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Core

Program Earmarked

Project Earmarked

Total

Budget ‘ Actual | Budget ‘ Actual | Budget ‘ Actual Budget ‘ Actual
UsD’000
Expenditures 17.0] 142 ] 61| 54 470| 466] 701] 662

2024 Full Year Estimate

9. The estimate is based on actual expenditures to 31 August and estimated revenues and expenditures for
the remainder of the year.

Table 5: 2024 GGGI Operational Budget v Full Year Estimate

Core/Other Program Project Total
earmarked Earmarked
Budget ‘ Estimate | Budget ‘ Est Budget ‘ Est Budget | Est
uUsD ‘000
Total income 26,872 26,993 9,177 | 8,500 | 70,493 | 66,500 | 106,542 | 101,993
Expenditures 25,472 24,472 9,177 | 8,500 | 70,493 | 66,500 | 105,142 99,472
Total 1,400 2,521 - - - 2,521
surplus/(deficit)

10. Projected income for 2024 is USD 102 million with projected expenditures of USD 99.5 million which
would enable GGGl to record a small operating surplus of USD 2.5 million which is necessary to enable
GGGl to maintain its reserve days within the benchmark of between 90-180 days as set out on page 7.

11.

Full year income of USD 102 million would represent an increase of USD 18.9 million or 23% over

2023 actual of USD 83.1 million and represent 96% of the base budget of USD 106.5 million.

12.

Full year expenditures of USD 99.5 million would represent an increase of USD 19.5 million or 24%

over 2023 actual expenditures of USD 80 million and represent 95% of the base budget of USD 105.1
million. A spending rate of 95% is in line with historical trends.

2024 Income

13. Total revenue is budgeted at USD 106.5 million for 2024 and the current estimate is USD 102 million
(2023: 83.1 million). This represents a small decrease of USD 3.5 million or 3% against budget but an
increase of USD 18.9 million or 23% over actual 2023 revenues of USD 83.1 million. Funding by
category is broken down in table 6.

Table 6: Total 2024 budgeted revenue by category against August estimate

2024 Revenue
Budget August Increase/ % increase/
Estimate (decrease) (decrease)
US$'000
Core 19,000 19,121 121 1%
Earmarked - program 9,177 8,500 (677) (7%)
Earmarked - project 70,493 66,500 (3,993) (6%)
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Overhead recovery 6,600 6,600 0
Investment Income 1,272 1,272 0
Total 106,542 101,993 (4,549) (4%)

Core Funding

14. The estimate of core contributions including overhead recoveries and investment income for 2024 is

set out in table 7.

Table 7: 2024 Budgeted Core Funding compared to August estimate

Budget | August estimate
Note US$'000
Korea 1 13,500 13.500
Denmark 2 2,800 2,921
Norway 3 700 700
UAE 4 2,000 2,000
Overhead recovery 5 6,600 6,600
Investment income 6 1,272 1,272
Total 26,872 26,993

Note

1.

The annual core contribution from Korea for 2024 will increase to USD 13.5 million up from USD 12
million in 2023 and the USD 10 million level of prior years. The 2024 contribution agreement with the
Government of Korea was signed on 25 March 2024.

GGGl signed a three-year contribution agreement with the Government of Denmark on 8 November 2023
for an annual core contribution of Dkr 20 million for the years 2023-2025. This equates to USD 2.9 million
per year at the current exchange rate. USD 1.46 million relating to 2024 (50% of the total 2024
contribution) was received in December 2023 and the remaining amount was received on 10 Sep 2024.
We were informed by Norway in late 2023 that the Norwegian total reduces to NKR 8.0 million which
equates to USD 0.7 million at current exchange rates. The new three-year agreement was in April 2024.
We received an amount of USD 2 million in core funding support from UAE in February 2024.

As earmarked funding continues to increase, we are forecasting an increase in overhead recoveries to
USD 6.6 million, an increase of USD 1.2 million over Actual 2023 of USD 5.4 million.

Investment income on time deposits is projected to be USD 1.3million in line with the increase in interest
rates. The reason for the decrease from 2023 is that the 2023 income included a one-off amount of USD
0.5 million following the receipt of a rebate from UNOPS.

We have currently not assumed core funding from any other contributor in 2024.

Program Earmarked Funding

15. The program earmarked budget of USD 9.2 million is based on funding from the GGGI/Korea Trust
Fund (USD 3.1 million); Qatar country program (USD 2.5 million); UAE country program (USD 1.5
million); Luxembourg SIDS Climate Action (USD 0.9 million) & Climate Finance (USD 0.6 million);
and New Zealand (USD 0.6 million).

16. Actual expenditures to 31 August are USD 5.4 million which is 89% against an eight-month budget of
USD 6.1 million. million. No major concerns with the UAE country program, the Luxembourg funded
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SIDS program or the Sustainable Finance project, and the NZ funded projects in the Pacific region.
There is underspending in some of the KGND funded projects and the Qatar country program. Two
KGND projects (BF26: Development of 200 ecovillages; and TM001; GGGI Methane Gas Flaring
Optimization Program in Turkmenistan) have zero expenditures to date and are likely be cancelled.
This will lead to an under expenditure in the KGND budget. We would expect expenditures in other
KGND funded projects and the Qatar country program to increase and move back into line with budget
by the year end.

Project Earmarked Funding
17. The actual project earmarked expenditures to 31 August are USD 46.6 million (99% of the eight-month
budget) and are in line with budget. No concerns. As demonstrated in chart 1 earmarked funding

continues to show strong growth.

Chart 1: Evolution of Earmarked Funding

Earmarked Funding (USD'M)
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Overhead recovery

18. Overhead recovery is budgeted at USD 6.6 million. This is an increase of USD 1.2 million or 22% and
in line with the increase in earmarked funding and the phasing out of the preferential overhead rate of
7% for core donors on their earmarked funding.

Investment Income

19. The underlying philosophy behind the investment of GGGI’s working capital is that investment
decisions shall always prioritize preservation of capital ahead of optimizing investment returns.
Investment returns are budgeted at USD 1.3 million in 2024 based on higher rates levels and current

projected cash balances.

Expenditures
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20. Total expenditures are budgeted in 2024 at USD 105.1 million. Actual expenditures to 31 August
against the full year budget are set out in table 8. On a straight line basis we would expect a 66.7%
spend rate. They amount to USD 66.2 million or 94% of budget.

Table 8: Actual expenditures against budget at 31 August 2024

B A % B A % B A %
spent spent spent
Core Earmarked Total
UsS ’m % UsS’m % UssS’m %
Staff 17.3 9.1 53% 316 | 228 72% 48.9 319 65%
Operational 8.3 5.1 61% 48.0 | 29.2 24% 56.3 34.3 25%
Total 255 | 14.2 56% 79.6 | 52.0 65% 105.1 66.2 63%

21. Of note is that staff costs for earmarked funded projects are running ahead of budget but operational
costs are behind budget. The primary reason is that procurement was initiated during the first part of
the year and now that many contracts are coming on stream should mean that operational expenditures
for the remainder of the year move back into line with the budget.

Chart 2: % Expenditures by Funding Type

Expenditures by funding source
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22. Combined core and program earmarked expenditures are projected to be 34% of total expenditures
which is an increase over the 2023 figure of 30%. Management has a target of between 30 — 40% of
expenditures to be funded through a combination of core and program earmarked resources.

Financial Ratios

Projected GGGI reserves on 31 December 2004

23. Total projected reserves at the end of 2024 comprise of USD 26.4 million as set out in table 9:

Table 9: GGGI Projected Reserves at 31 December 2024
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Working Capital ‘ Retained Surplus ‘ Total
US$.000
Balance at 1 January 2024 20,000 3,919 23,919
Projected 2024 operating surplus 2,521 2,521
Projected Balance at 31 December 2024 20,000 6,440 26,440

Reserve Days

24,

25.

Reserve days is a financial ratio used by many organizations operating in the not-for-profit sector. It is
a measure of the amount of reserves expressed in days of expenditure. It is calculated by dividing the
total amount of reserves by annual expenditures and multiplying by 365. It is an indication of an
organization’s ability to deal with short-term financial shocks, or absorb longer term revenue
reductions, or support organizational growth as well as providing working capital. While it is clear that
reserves are required for an organization to finance its operations, there is no universal standard as to
what the required level should be. A commonly used reserve day goal is 3-6 months of expenses i.e.
90 — 180 days of operating expenditures.

GGGTI’s projected reserve days at the 31 December 2024 are 97 days (2023: 110 days) against the
benchmark of 90-180 days. This is at the lower end of the benchmark and demonstrates the need for
GGGl to record an operating surplus to ensure that the reserve day number does not fall below the
minimum of the benchmark.

Cash on hand

26.

GGGl had a total of USD 91.5 million in cash on 31 August 2024 (31 December 2023: USD 71 million).
This equates to a liquidity ratio of 335 days against the benchmark of 120-180 days. A strong cash
balance is very positive for the organization and demonstrates strong cash management. It means that
for the most part GGGl is billing and receiving funds from contributors in advance of the start of project
implementation and not pre financing activities.

Value of unspent EM contract book

217.

This is a new indicator introduced by management in 2023. It is calculated by taking the total contract
value of the current signed earmarked project under implementation minus cumulative expenditures to
the reporting date. On the 31 August 2024 the total value of unspent contracts is USD 219 million. This
represents 3 years of earmarked expenditures.

Conclusion

28.

Management is confident that GGGI will again see significant growth in both revenue and expenditures
for 2024 and is in line to record a small operating surplus of USD 2.5 million. The continuing strong
financial position, at 31 August 2024, both in terms of reserve days, liquidity and value of unspent
earmarked contracts, should enable GGGI to weather any potential negative financial scenarios which
might emerge due to ongoing global conflicts in the later part of 2024.

/End



