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INTRODUCTION

1. The present report sets out the revised draft financial rules for the Fund of the United Nations International
Drug Control Programme (UNDCP) in accordance with Commission on Narcotic Drugs resolution 6 (XL), paragraph
13. The revision amends the draft as shown in annex | to the report of the Executive Director on the response to
requests by the Commission contained in its resolution 15 (XXXV1I1) and related matters (E/CN.7/1997/8) and
reflects, in particular, the new budget format and process for the Fund of UNDCP. The revisions comply with the
recommendation of the Advisory Committee on Administrative and Budgetary Questions contained in its report on
the subject to the Commission at its fortieth session (E/CN.7/1997/10) and the decisions of the Commission taken
in the context of itsresolutions 7 (XL) and 8 (XL). It is the intention of the Secretary-General to promulgate the
revised draft financial rules, subject to the comments of the Commission and the Advisory Committee.

I. THE FUND OF THE UNITED NATIONSINTERNATIONAL DRUG CONTROL
PROGRAMME AND DEVELOPMENTSLEADING TO THE ELABORATION
OF THE DRAFT FINANCIAL RULESPRESENTED
IN DOCUMENT E/CN.7/1997/8

2. Thefinancid administration of the Fund of UNDCP differs considerably from the regular budget of the United
Nations. The Fund was established in 1991 by the General Assembly under the direct responsibility of the Executive
Director. Some of its distinctive features are the budget approval process, the system of continuous programming
based on annual funding, the arrangements for the maintenance and submission of the accounts, the establishment
of an operating reserve and the decentralization of administrative matters to UNDCP in the interest of efficient
operation. The Fund is supported from extrabudgetary resources, with income amounting to $110 million for the
biennium 1996-1997. Contributions are received from 60 States and the European Commission, with 15 States and
the European Commission providing 95 per cent of the total. Special-purpose (earmarked) contributions represent
gpproximately 70 per cent of total extrabudgetary income, and general-purpose (unearmarked) contributions account
for 30 per cent. Approximately 70 per cent of the resources of the Fund were deployed in the biennium 1996-1997
for programme activities mainly in developing countries, hel ping them to comply with their treaty obligations and
to cope with illicit drug production, trafficking and abuse. The remaining 30 per cent of the resources of the Fund
covered the costs of the network of offices in 19 countries, agency support costs and a share of headquarters
expenses. Programme activities are implemented by UNDCP through a network of organizations, including
government organizations, the United Nations Office for Project Services, the United Nations Development
Programme (UNDP), other United Nations entities and non-governmental organizations.

3. Taking into account the distinctive features of the Fund of UNDCP, the Secretary-General indicated in 1991
his intention to promulgate separate financia rules applicable to the Fund as shown in the annex to his report on
administrative and financial arrangements regarding UNDCP (A/C.5/46/23), subject to approval by the General
Assembly. In reviewing thet report, the Advisory Committee noted that a number of issues relating to the functioning
of UNDCP il remained unclear (A/46/7/Add.9, para. 4) and required further consideration by the Assembly. The
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Assembly, initsresolution 46/185 C, section XV, approved new administrative and financial arrangements for the
Fund of UNDCP. This included the authorization of the Commission to approve, on the basis of proposals of the
Executive Director, both the budget of the programme of the Fund and the administrative and programme support
costs budget. M oreover, the Assembly entrusted the maintenance and submission of the accounts to the Executive
Director of UNDCP. Findly, the Assembly noted the intention of the Secretary-General to promulgate financial rules
for the Fund and requested that the financial rules should be consistent with the newly approved administrative and
financial arrangements for the Fund of UNDCP.

4. Following the adoption of General Assembly resolution 46/185 C and in the light of the comments of the
Advisory Committee (A/46/7/Add.9), the Secretary-General concluded in 1992 that, for the time being, the Fund
of UNDCP should be able to continue to operate within the framework of the Financial Rules of the United Nations.
He also indicated his intention to review the situation, should experience show that the functioning of UNDCP
required separate financial rules. In 1995, the Advisory Committee recommended conducting such areview in its
report on the Fund of UNDCP (E/CN.7/1995/22), given the magnitude of the extrabudgetary resources of UNDCP
and the distinctive features of the Fund. The recommendation of the Advisory Committee was approved by the
Commission in itsresolution 15 (XXXVIII).

5.  The review by the Secretary-General of the financia functioning of UNDCP, conducted in early 1996,
confirmed the need to promulgate separate financid rules for the Fund of UNDCP. Separate financial rules were seen
to enhance efficiency in the management of the Fund, given its size, the complexity of its mandate and the
geographical spread of its organization and operations. The review also brought out the need to amend the draft
financia rulesinitially submitted in the report of the Secretary-General (A/C.5/46/23), taking into account recent
experience. Moreover, a comparison was made between the UNDCP model and the experience of other United
Nations entities, including in particular the United Nations Environment Programme, the United Nations Children’s
Fund (UNICEF), UNDP and the United Nations Population Fund (UNFPA). Based on the review, new draft financial
ruleswere presented to the Commission &t itsfortieth session (E/CN.7/1997/8, annex |). Some of the financia rules
presented in the previous draft were revised and others were added, with details being provided on the budget-
gpprova process, the support-cost arrangement, the maintenance and submission of the accounts, the administration
of trust funds, the definition of separate financial periods for the biennia budget and project activities, the structure
of accounts for the Fund, the arrangements that govern the custody and investment of funds, the internal control
mechanisms, the link between the financial rules and the system of administrative instructions to be issued by the
Executive Director, the arrangement for executing agencies of UNDCP and the introduction of key definitions such
as expenditure, commitment and allocation.

II. DECISION ON DRAFT FINANCIAL RULESPRESENTED IN DOCUMENT E/CN.7/1997/8
AND ADJUSTMENTSTO BUDGET FORMAT AND PROCESS

6. Initsreview of the draft financial rules set out in document E/CN.7/1997/8, annex I, the Advisory Committee
stated that it had no objection to the promulgation of separate financia rules for the Fund of UNDCP
(E/CN.7/1997/10, para. 42). That statement, however, was subject to revisions as a result of recommendations by
the Advisory Committee to adjust the budget format and process. The Committee further recommended that the
revised draft financial rules should be submitted to it before promulgation. The Commission, in its resolution 6 (XL),
paragraph 13, expressed its support for the draft financial rules of the Fund of UNDCP and requested the Executive
Director to take into account the recommendations of the Advisory Committee. In order to proceed in a prudent
manner, the Executive Director decided to respond first to the recommendations relating to adjusting the budget
format and processin the context of the budget exercise for the biennium 1998-1999. Once the new budget format
and process were approved, the Executive Director would submit newly revised draft financial rules for the Fund of
UNDCP that would fully reflect the new budgetary arrangements. That approach was noted by the Advisory
Committeein its report to the Commission at its reconvened fortieth session (E/CN.7/1997/16, para. 23).
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7. With regard to the budget format, the Advisory Committee had recommended in its earlier
report (E/CN.7/1997/10, para. 33) that UNDCP should use standard budgetary terminology, in particular that used
by other funds and programmes of the United Nations (UNICEF, UNDP and UNFPA) in the exercise to harmonize
budget presentations. In the same report (para. 41), the Advisory Committee suggested that the experience of
UNDCP in shifting from project activitiesto a programme approach should be taken into account in the formulation
of the programme budget of the Fund. In addition, inits resolution 6 (XL), paragraph 11, the Commission requested
the Executive Director to present theinitial budget for the biennium 1998-1999 for the Fund of UNDCP, following,
as appropriate, the harmonized model applied by UNICEF, UNDP and UNFPA. In paragraph 14 of the same
resolution, the Executive Director was further requested to elaborate the implications of the new integrated
programming approach for the budget presentation in the context of the proposed initial budget for the biennium
1998-1999 for the Fund of UNDCP. In response to the recommendations of the Advisory Committee and the
Commission, the Executive Director prepared a new budget format, consisting of the biennial support budget and
the biennia programme budget.

8. Thenew biennial support budget for the Fund of UNDCP was elaborated in accordance with the harmonized
budget model as applied by UNICEF, UNDP and UNFPA.. The harmonized model provides for common formats,
terms and definitions and methodology for the preparation of budget estimates. The main features of the harmonized
budget model include the clear separation between the biennia support budget and programme activities and an
integration of the biennia support budget within an overal resource framework, including programme activities. For
the biennial support budget, a division was introduced between programme support as distinguished from
management and administration. Moreover, a budget classification was based on organizational units, identifying
the primary focus of the responsibilities and functions of each unit. The latter point constitutes a marked change from
the previous budgetary approach, whereby posts and other resources were classified by core and programme support
functions. The new approach introduces considerable simplification in the presentation and the programme support
arrangement that ultimately facilitates budget transparency.

9. Thenew biennia programme budget for the Fund of UNDCP introduces the integrated programming approach
to replace the previous project approach. Although the harmonization exercise between UNICEF, UNDP and
UNFPA does not specifically address the formats and approval processes for programme resources, the recent
experience of UNDP was considered to be of particular interest. A new programme concept was introduced,
distinguishing between programme activities, programmes and projects. The biennial programme budget presents
the consolidated programme activities in one document by programmes, by sectors of the medium-term plan of the
United Nations, by execution modality (UNDCP, agencies, national) and by source of funding (general-purpose,
pecia-purpose). Other information contained in the biennial programme budget includes the description of the drug
control situation in the programme area, the objectives and strategies of the programmes, a summary of activities
for the biennium 1998-1999 and the thematic focus of the programmes, as well as implementation, coordination and
financial arrangements. Finally, the presentation includes a proposal of the Executive Director for the approval of
the biennia programme budget by the Commission according to programme activities and source of funding.

10. With regard to the budget process, the Executive Director had initially proposed to limit the approva by the
Commisson to abudget covering administrative and support activities (E/CN.7/1997/8, para. 29). Projects would
be implemented by the Executive Director not on the basis of a biennial programme budget approved by the
Commission, but in accordance with an gpproved fund policy. That was seen to establish the necessary programming
flexibility for the Executive Director in the light of the constraints imposed by the volatility of the funding
arrangement of the Fund of UNDCP. Resources for the Fund are mainly earmarked in contrast to other United
Nations funds and programmes.

11. Whereas the Advisory Committee acknowledged the limitations resulting from the specific funding
arrangementsfor UNDCEP, it also expressed the view that the role of the Commission in approving the programme
budget of the Fund must be maintained (E/CN.7/1997/10, para. 40). In particular, during its review, the Advisory
Committee made reference to General Assembly resolution 46/185 C, section X VI, paragraph 2, by which the
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Commission was authorized to approve the programme of the Fund and the administrative and programme support
cods budget. The new biennia programme budget accommodates the concerns of both the Advisory Committee and
the Executive Director. The biennial programme budget is submitted for approval to the Commission in full
compliance with Assembly resolution 46/185 C and in accordance with the recommendation of the Advisory
Committee. In addition, the move from a project approach to an integrated programming approach provides the
Executive Director with the necessary flexibility to cope with the volatility of the funding arrangement. The biennia
programme budget is gpproved by the Commission at the aggregate level of programme activities. Within the limits
set by the Commission, the Executive Director has the authority to elaborate further and approve specific
programmes and projects with executing agencies and recipient Governments.

12. The new budget format and process were presented to the Advisory Committee and the Commission when
submitting the proposed biennial programme budget for 1998-1999 (E/CN.7/1997/15) and the proposed biennial
support budget for 1998-1999 (E/CN.7/1997/14). In its review of those documents, the Advisory Committee
welcomed the new budget presentation of UNDCP, in line with the harmonized budget model developed by UNICEF,
UNDP and UNFPA, and the introduction of the integrated programming approach as recommended by the Advisory
Committee and the Commission (E/CN.7/1997/16, para. 2). The Advisory Committee also noted that the Executive
Director had proposed the gpproval of the biennial programme budget in line with its previous recommendation. In
itsresolutions 7 (XL) and 8 (XL), the Commission gpproved the biennia support budget and the biennia programme
budget as submitted by the Executive Director.

[1l. REVISIONSTO THE DRAFT FINANCIAL RULESPRESENTED IN DOCUMENT
E/CN.7/1997/8 AND PROMULGATION OF THE REVISED DRAFT
FINANCIAL RULESBY THE SECRETARY-GENERAL

13. Following the approva of the new budget format and process, the Executive Director revised the draft financial
rules for the Fund of UNDCP previoudly presented in document E/CN.7/1997/8. The revised draft financial rules
of the Fund are outlined in annex | to the present note. Annex Il provides a comparison between the revised draft
financial rules and the draft financial rules presented in document E/CN.7/1997/8.

14. Inaccordance with the previous submission, the Secretary-General proposes that the Financial Regulations of
the United Nations should apply to thefinancial administration of the Fund, with two exceptions. The first exception
concerns financial regulation 6.7, which, together with rule 106.3, requires that all trust funds be administered in
accordance with the Financial Regulations and Financial Rules of the United Nations, unless otherwise provided by
the General Assembly. It isproposed that trust funds within the Fund should be administered in accordance with the
separate financial rules gpplicable to the Fund. The second exception relatesto financia regulations 11.1 and 11.4,
concerning the maintenance and submission of the accounts. The revised draft financia rule 15.1 for the Fund
stipulates that the responsibility to maintain and submit the accounts are entrusted to the Executive Director in
accordance with General Assembly resolution 46/185 C, section XV 1, paragraph 8, whereas United Nations financial
regulations 11.1 and 11.4 would require that the accounts be maintained by the Secretary-General. In this connection,
in its resolution 46/185 C, section XVI, the General Assembly noted the intention of the Secretary-Genera to
promulgate financia rules for the Fund, including the two exceptions to the Financial Regulations of the United
Nations. In the same resolution, the General Assembly also specifically entrusted to the Executive Director the
responsibility to maintain and submit the accounts.

15. Therevision of the draft financial rules previously presented in document E/CN.7/1997/8 covers three main
areas. Firgt, key definitions are revised, added or deleted in accordance with the standard terminology used for the
harmonized budget model and the integrated programming approach. Secondly, simplifications are introduced for
article I11 (Financial period), article VI (Fund account) and article I X (Financing the Fund activities) as a result of
the new budgetary arrangement. Finally, mgor revisions are proposed for article X (Outline and biennia budget)
and article X1 (Allocation of funds by the Executive Director), which are elaborated in detall.
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16. For aticle X (Outline and biennia budget), the introduction of the new budgetary arrangements resulted in the
reformulation of rule 10.2 by introducing the concepts of biennial budget, biennial programme budget and biennia
support budget. In particular, it is determined that the biennia programme budget forms part of the biennial budget.
Rule 10.3 determines that the biennial budget, including the biennial programme budget, is approved by the
Commission, which was one of the main concerns of the Advisory Committee. Rule 10.4 is newly introduced to
elaborate the authority of the Executive Director to approve, with executing agencies and recipient Governments,
programmes and projectsin the context of the approved biennial programme budget. Finaly, rule 10.5 determines
that supplementary estimates for the biennia budget are approved by the Commission. Whereas supplementary
estimates for the biennial support budget are submitted to the Advisory Committee, in accordance with the practice
in other United Nations funds and programmes, thisis not foreseen for the biennial programme budget.

17. For article X1 (Allocation of funds by the Executive Director), the reformulated rule 11.1 stipulates that the
biennial budget approved by the Commission provides the authority to the Executive Director to issue allocations,
incur obligations and make payments. The reformulated rule 11.2 identifies two cases under which the Executive
Director can enter into commitments for programmes and projects for future financia periods. Owing to the volatile
funding arrangement of UNDCP, it isdetermined in rules 11.1 and 11.2 that all allocations and commitments need
to be made within the resources available.

18. Therevison of the draft financid rules for the Fund of UNDCP are seen to comply with the recommendations
of the Advisory Committee and the Commission. Subject to the comments of the Commission and the Advisory
Committee, the Secretary-General intends to promulgate, pursuant to the Financial Regulations of the United Nations
asrevised, separate financial rules applicable to the Fund as shown in annex | to the present note.
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Annex |

REVISED DRAFT FINANCIAL RULESOF THE FUND OF THE UNITED NATIONS
INTERNATIONAL DRUG CONTROL PROGRAMME

Articlel. Applicability

Rulel.1
These rules shal govern the financia management of the Fund of the United Nations International Drug
Contral Programme (hereinafter referred to as the Fund), pursuant to General Assembly resolution 45/179 of 21
December 1990, paragraphs 6 and 7. They are promulgated pursuant to the Financial Regulations of the United
Nations. The Executive Director of the United Nations International Drug Control Programme shall be responsible
for the administration of these rules on behalf of the Secretary-General. The Executive Director may delegate

authority under these rules, as appropriate, to other officials.

Rule 1.2

Exceptionsto these rules may only be made by the specific decision of the Executive Director in writing, in a
manner consistent with the Financial Regulations of the United Nations.

Rule 1.3

Any matter not specifically covered by these rules shall be governed, mutatis mutandis, by the relevant
provisions of the Financial Rules of the United Nations, as subsequently amended.

Articlell. Definitions
Rule2.1

For the purpose of the Financial Rules of the Fund, the following definitions of the main entitiesinvolved in
activities of the Fund shall apply:

(& “Advisory Committeg” shal mean the Advisory Committee on Administrative and Budgetary Questions,

(b) “Commission on Narcotic Drugs’ shall mean the Commission on Narcotic Drugs as the principal United
Nations policy-making body on drug control issues;

(c) “Executingagency” shal mean an entity to which the Executive Director has entrusted the implementation
of a programme or project;

(d) “ExecutiveDirector” shal mean the Executive Director of the United Nations International Drug Control
Programme or the officials to whom he or she has delegated authority or responsibility for the matter in question;

() “Government” shal mean the Government of a State Member of the United Nations or of a State member
of aspecialized agency or of the International Atomic Energy Agency. “Recipient” when used in conjunction with
“Government” shall mean the Government, as defined above, of a country that receives Fund assistance and applies
also, mutatis mutandis, to all entities entitled, as aresult of a decision of the Commission on Narcotic Drugs, to
receive Fund assistance;
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(f) “Secretary-Generd” shall mean the Secretary-General of the United Nations or the officials to whom he
or she has delegated authority or responsibility for the matter in question;

(g) “United Nations International Drug Control Programme” shall mean the United Nations International
Drug Control Programme established pursuant to General Assembly resolution 45/179.

Rule2.2

For the purpose of the Financial Rules of the Fund, the following definitionsin respect of specific terms used
shall apply:

(8 “Agency support costs’ shall mean the expenses incurred by an executing agency as a result of its
administration of programmes or projects financed from the Fund;

(b) “Allocation” shall mean afinancial authorization issued by the Executive Director to incur obligations
and to make payments for specific purposes related to Fund activities and within specified limits, during a definite
period;

(c) “Biennid budget” shdl mean the budget covering the biennid programme budget and the biennia support
budget of the Fund for a period of two calendar years;

(d) “Biennid programme budget” shal mean the budget of an organization covering the programme activities
of the organization;

(e) “Biennid support budget” shal mean the budget of an organization covering programme support as well
as management and administration of the organization;

(f) “Commitment” shal mean an engagement involving aliability or a contingent liability against resources
of one or more future years entered into by the Executive Director or by an executing agency;

(g) “Contribution” shall mean a contribution made to the Fund in cash or in kind or through a cost-sharing
arrangement;

(h) “Disbursement” shall mean the actual amount paid;

(i) “Expenditure’ shall mean tota chargesincurred, whether paid or unpaid, that is, the sum of disbursements
and unliquidated obligations in respect of the financial period;

() “Generd fund” shall mean funds accepted by the Executive Director for purposes consistent with those
of the United Nations International Drug Control Programme, without limitation asto the use for a specific purpose;

(k) “Management and administration” shall mean the maintenance of the identity, direction and functioning
of an organization, which typicaly includes the functions of executive direction, organizational policy and evaluation,
externa relations, information and administration;

() “Obligation” shall mean an engagement involving aliability against an allocation in respect of a definite
period;

(m) “Programme” shall mean direct inputs needed to achieve the objectives of a specific programme for
international drug control, which will typicaly include experts, support personnel, supplies and equipment,
subcontracts, cash assistance and individual or group training; a programme is coordinated by a single management
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mechanism and, in general, addresses al aspects of drug control; a programme may be divided into projects
congtituting interrelated components of the programme;

(n) “Programme activities’, within the context of the presentation of the biennia programme budget, shall
mean the grouping of al programmes in a consistent and comparable manner, which will typicaly contain
information on programme objectives, strategies, thematic focus, activities, budget provisions, and implementation
and coordination arrangements,

(0) “Programme/project document” shall mean the formal document, including revisions thereof, covering
the agreed arrangement for the implementation of a programme or project;

(P “Programme support” shal mean the devel opment, formulation, delivery and evaluation of programmes
or projects, which will typically include backstopping activities on either a technical, thematic, geographic, logistical
or administrative basis;

(@) “Programme support fund” shall mean funds derived according to the programme support arrangement
from the execution of programmes and projects;

() “Project” shall mean direct inputs needed to achieve the objectives of a specific project in international
drug control; projects congtitute a separately identifiable part of a programme and, in genera, are limited to a
particular aspect of drug control;

() “Resources’ available to the Fund shall include pledges of voluntary contributions, other governmental
or intergovernmental payments to the Fund, donations from non-governmental sources, interest earnings and
miscellaneous income;

() “Trust fund” shall mean afund or funds accepted by the Executive Director under the terms of these
Financial Rulesfor purposes specified by the donor and consistent with the policies, aims and activities of the United
Nations International Drug Control Programme;

(u) “Unliquidated obligation” shall mean an obligation or that portion of an obligation that is not yet
disbursed.

Articlelll. Financial period
Rule3.1
Thefinancial period shall consist of two consecutive calendar years, the first of which shall be an even year.
ArticlelV. Voluntary contributions
Rule4.1
Voluntary contributions from Governments and intergovernmental and non-governmental sources may be
accepted for purposes consistent with those of the mandate of the United Nations International Drug Control
Programme.

Rule4.2

Contributions that may directly or indirectly involve an immediate or ultimate financial liability for the Fund
may be accepted only with the approval of the Commission on Narcatic Drugs.
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Rule4.3
Voluntary contributions shall be accepted as general funds without limitation as to their use for a specific
purpose. The Executive Director may permit exceptionsto this rule and shall report thereon to the Commission on
Narcotic Drugs. Funds contributed for purposes specified by the donor shall be treated as trust funds under rule 6.5.
Rule4.4
Voluntary contributions shall be accepted in currencies that are readily usable by the Fund, consistent with the
need for efficiency and economy of operations, or convertible to the greatest possible extent into currencies readily
usable by the Fund. The Executive Director may draw the attention of Governments and of other prospective donors
to the currency or currencies required for the execution of Fund activities. He may negotiate with contributing
Governments regarding the convertibility or reconversion of voluntary contributions.

Rule4.5

Voluntary contributions accepted by the Executive Director shal be credited to the Fund account.

ArticleV. Miscellaneousincome
Rule5.1
Miscellaneous income comprises al income of the Fund other than:
(@ Voluntary contributions;
(b) Direct refunds of expenditure, charged in the same financial period.
Rule5.2
L osses and gains on exchange arising from the payment of voluntary contributions from Governments shall
be recorded as a debit or credit to such contributions. All other exchange adjustments shall be recorded separately
and classified under miscellaneous income.

Rule5.3

Charges or credits arising after the closure of programme or project accounts shall be accounted for under
miscellaneous income,

Rule5.4
Proceeds from the sale of programme or project equipment shall be credited to the accounts of that programme
or project asareduction of expenditure, provided such accounts are till open. If they are closed, the proceeds shall
be credited to the Fund account as miscellaneous income.

Rule5.5

Refunds of expenditure of prior financia periods shall be credited to miscellaneous income.
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ArticleVI. Fund account
Rule6.1

There shall be established a Fund account to which al resources of the Fund shall be credited, from which all
financia authorizations shall be made and against which al expenditure on behalf of the Fund shall be charged.

Rule 6.2
Within the Fund account, separate accounts shall be maintained for:
(@ A generd fund;
(b) Each trust fund established by the Commission on Narcotic Drugs or the Executive Director.
Rule 6.3
Working capital shall be provided from the cash resources of the Fund account.
Rule 6.4
Programme support funds shall be derived from programme and project activities in accordance with the
programme support arrangement of the United Nations International Drug Control Programme and credited to the
genera fund.
Rule 6.5
Trust funds may be established by the Commission on Narcotic Drugs or the Executive Director for specified
purposes consistent with the policies, aims and activities of the United Nations International Drug Control
Programme. Contributions that are accepted for purposes specified by the donor shall be treated as trust funds.
Commitments under trust fund activities shall not be entered into unless and until funds sufficient to finance such
commitments have been received from the donor or donors, or where there exists an agreed payment schedule or a
written pledge covering such commitments. The procedures for the establishment and management of trust funds
shdl be consistent with those applicable to technical cooperation trust funds of the United Nations as promulgated

by the Secretary-Generd. Trust funds established by the Executive Director shall be reported to the Commission on
Narcotic Drugs through the Advisory Committee on Administrative and Budgetary Questions.

ArticleVII. Custody of funds

Rule7.1

The Secretary-General shall act as custodian of the funds in the Fund account and shall designate the bank or
banks in which such funds shall be kept.

Rule7.2
The Secretary-Genera may delegate to the Executive Director such authority with respect to custody of funds,

including the authority to designate the banks in which the funds of the Fund shall be kept, as would facilitate the
efficient and effective management of the Fund, which delegation shall be acknowledged in writing.
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Rule7.3
Rules 108.1 to 108.12 of the Financial Rules of the United Nations shall apply, mutatis mutandis, to the
rece pt, management and disbursement of the fundsin the Fund.
ArticleVIII. Investment of funds
Rule8.1
In accordance with the objectives of the Fund, and in the light of specific requirements of its operations as
determined by the Executive Director, funds not required immediately may be invested by the Secretary-General,
in consultation with the Executive Director.
Rule 8.2
Income derived from the investments of trust funds shall be credited to the respective trust fund if so specified.
Other income derived from investments shall be credited to the general fund as miscellaneous income.
Article1X. Financing the Fund activities
Rule9.1
The resources of the Fund are to be available at al times to the maximum extent possible for Fund purposes,
subject only to the maintenance on a continuous basis of an operational reserve. Provisions are made annually for
the biennia support budget from the general fund and for the biennial programme budget from the genera fund, as
well asfrom trust funds.
Rule 9.2
There shal be established an operationa reserve under the genera fund, the level of which shall be determined
from time to time by the Commission on Narcatic Drugs on the recommendation of the Executive Director. The
purposes of the operational reserve shal be to guarantee the financial liquidity and integrity of the Fund, to
compensate for uneven cash flows and to meet such other similar requirements as may be decided upon by the
Commission on Narcotic Drugs. The latter shall keep the level and composition of the operational reserve under
constant review, taking into account the estimated income and expenditure for the following calendar year.

Rule9.3

There shall be established such other reserves as may be approved by the Commission on Narcotic Drugs.

Article X. Outline and biennial budget

Rule 10.1

V.98-50334 (E)
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The Executive Director shall prepare an outline of the Fund for the following biennium, which shall contain
preliminary estimates of resources available and programme priorities, reflecting general trends of a broad sectoral
nature.

Rule 10.2

The Executive Director shdl prepare abiennia budget for each financial period, based on the approved outline
of the Fund. The biennia budget is composed of the biennial programme budget, which shall cover the programme
activities of the organization, and the biennial support budget, which shall cover programme support as well as
management and administration of the organization. The biennial budget shall be sufficient to cover all anticipated
activitiesin aform consistent with relevant United Nations budgetary regulations, rules, policies and practices. The
biennial budget shall cover proposed expenditure and anticipated income related to the financia period and may
include provision for contingencies.

Rule 10.3

The outline and the biennia budget shall be submitted to the Advisory Committee on Administrative and
Budgetary Questions for examination and comment. Subsequently, the budget estimates and the comments and
recommendations of the Advisory Committee shall be submitted to the Commission on Narcotic Drugs for approval.

Rule 10.4

In the context of the approved biennia programme budget, the Executive Director is authorized to approve
programmes and projects with executing agencies and, if applicable, with the Governments concerned. Approval
shall be provided on the basis of a programme or project document. Whenever a programme or project ceases to
reflect actual circumstances or current expectations in any significant respect, it shall be revised accordingly.

Rule 10.5
Supplementary budget estimates, prepared in aform consistent with the biennial budget, may be submitted by

the Executive Director to the Commission on Narcotic Drugs. Supplementary budget estimates for the biennial
support budget shall be accompanied by the comments and recommendations thereon of the Advisory Committee.

Article XI. Allocation of funds by the Executive Director
Rule11.1

The approved biennial budget shall constitute an authorization to the Executive Director to issue allocations
within the resources available for the purpose of implementing the activities indicated in the biennial budget.
Allocations shdl beissued for programmes and projects under the biennial programme budget and for the biennial
support budget. Rules 110.1 to 110.9 of the Financial Rules of the United Nations shall apply, mutatis mutandis,
to the administration of the biennial budget.

Rule11.2

The Executive Director may enter into commitments for future financial periods, within the resources available,
covering the duration of programmes and projects, provided that such commitments:

(@) Arefor activities that have been approved by the Commission on Narcotic Drugs in the context of the
biennia programme budget and are expected to continue beyond the end of the current financial period; or
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(b) Areauthorized by specific decision of the Commission on Narcotic Drugs.
Rule11.3

An dlocation shall remain available to the extent that it is required to discharge any outstanding legal
obligations as follows. For a programme or project under the biennial programme budget, an alocation, with the
exception of the final allocation, shall remain available for the duration of the programme or project. The final
alocation for aprogramme or project shdl remain available for the period required. For the biennial support budget,
an dlocation shall remain available for twelve months following the end of the financial period to which it relates.
The unutilized portion of an alocation shall lapse at the end of its validity.

Rule11.4

After the completion of a programme or project, any unforeseen disbursements or refunds and any deficit or
unforeseen savings on the liquidation of obligations shall be charged or credited, as the case may be, to the Fund
account under miscellaneous income. Such net adjustments exceeding $25,000 because of afinancially completed
programme or project shall be referred to the Executive Director.

Rule11.5

Staff or consultants whose emoluments will be paid from the resources of the Fund may only be engaged with
the written authority of the Executive Director and within the allotments or other limits approved for that purpose.
The appointment of such staff and consultants shall be limited to service with the United Nations International Drug
Control Programme. The Executive Director, or the officials to whom authority has been delegated by him, shall be
responsible for ensuring that the terms of employment of staff or consultants conform to the terms of the Staff
Regulations and Staff Rules of the United Nations.

Article XIl. Contractsand purchases
Rule12.1

When provison ismadein the biennia budget for equipment, supplies or services to be supplied by the Fund,
the Executive Director shall be responsible for the purchase of equipment and supplies and the contracting of
services. To that end, he may enter into arrangements with the United Nations or an executing agency or agencies
to employ the procurement services thereof, in which case the relevant financia rules and procedures of the
organization concerned shdl apply. Procurement activities that are not covered by the aforesaid arrangements shall
be governed by rules and procedures promulgated by the Executive Director; such rules and procedures shall be
patterned on rules 110.16 to 110.24 of the Financial Rules of the United Nations.

Article XIlI. Internal control
Rule 13.1

Only those officials designated by the Executive Director as approving officers may approve obligations or
proposals for the incurring of expenditure and payments for recording in the accounts. Any such obligations or
proposasfor theincurring of expenditure must have been duly certified by the certifying officers designated by the
Executive Director for that purpose. Except in the case of small field offices, no person shall perform the functions
of both an approving officer and a certifying officer at the sametime.
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Rule 13.2
The Executive Director may make ex gratia payments not exceeding $40,000 as he deems to be necessary in
the interest of the Fund, provided that a statement of such payments shall be submitted to the General Assembly and
the Commission on Narcotic Drugs with the accounts. Ex gratia payments may be made in cases where, although
in the opinion of the Office of Legal Affairs of the United Nations Secretariat thereis no legal liability on the Fund,
the mora obligation is such as to make payment desirable in the interest of the Fund.
Article XIV. Executing agencies

Rule14.1

Thefollowing entities may be entrusted by the Executive Director with the implementation of Fund assistance
to programmes or projects:

(8) Recipient Governments,

(b) Organizations of the United Nations system, namely, the United Nations, the specialized agencies, the
International Atomic Energy Agency and other organizations that are or become part of the United Nations system;

(c) Governmental and intergovernmental institutions or agencies that are not part of the United Nations
system;

(d) Non-governmental organizations;
(8) TheUnited Nations International Drug Control Programme itself.
An entity so entrusted shall be known as the executing agency for the programme or project in question.
Rule 14.2
In consultation with and with the agreement of the recipient Government or Governments, the Executive
Director shall designate a single executing agency for each programme or project. With the agreement of the recipient
Government or Governments and of the Executive Director, the designated executing agency may associate one or
more other agencies with it in the implementation of the programme or project. A programme or project document
shall be drawn up for each programme or project.
Rule 14.3
The agreement between the executing agency and the Fund shall include:

(8 Therespectiveresponghilities of the executing agency and the Fund in formulation, execution, monitoring
and evauation of the programme or project;

(b) Arrangements for the disbursement of funds, including the reimbursement of support costs, to the
executing agency;

(c) Arrangements for internal and external auditing, financial and non-financial reporting and other
requirements in respect of accountability for funds of the Fund;
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(d) Any other arrangements that are necessary for the Executive Director to follow the execution of
programmes and projects or that would otherwise enable him to exercise his accountability.

Rule 14.4
Allocations issued by the Executive Director to executing agencies for programmes or projects to be carried
out by the said agencies shall be administered by them under their respective financial regulations, rules, procedures
and practices.
Rule 14.5
The Executive Director shal secure from each executing agency assurances that it will maintain such accounts
and records as are necessary to enable it to report on the financial status of funds obtained from the Fund, including
in particular their total recorded allocations, disbursements, unliquidated obligations, commitments, cash holdings
and other financial data.
Article XV. Accounts
Rule 15.1

The Executive Director shall maintain such accounts and records as are necessary to enable him to report on
the Fund account to the Commission on Narcotic Drugs and the General Assembly.

Rule 15.2

Financia reports on the Fund account shall be presented in United States dollars. Accounting records, however,
may be kept in such currency or currencies as the Executive Director may deem necessary.

Rule 15.3
The Executive Director shall have prepared and certified as correct biennial financial statements showing the
status of the Fund account and including supporting schedules. The Executive Director shall submit these biennial
financia statementsto the Board of Auditors of the United Nations not later than 30 April following the end of the
year in question.

Rule 15.4

Thefinancid statements of the Fund shall be prepared and presented in conformity with common accounting
standards of the United Nations system. The financial statements shall include:

() Statusof approved budget;

(b) Statement of income and expenditure;

(c) Statement of assets and liabilities, reserves and fund balances;
(d) Such other statements as may be required.

Rule 15.5
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Thefinancial statements of the Fund shall be classified under general fund and trust funds. These statements
will be supported by:

(@) Appropriate notes;

(b) Schedule of voluntary contributions;

(c) Schedule of operating funds advanced to agencies,

(d) Such other schedules as may be required.

Rule 15.6

Financial transactions shall be recorded in the accounts on an accrual basis, except as may be otherwise
permitted under the common accounting standards of the United Nations system or required by the terms of any trust
fund. Any changes from the accrual basis of accounting and reasons therefor must be approved by the Executive
Director and fully disclosed in the financial statements.

Rule 15.7

The operational rates of exchange shall be those established by the Secretary-General and communicated to
the Executive Director.

Rule 15.8
When the United Nations operational rate of exchange for a particular currency is revised, the Executive
Director shdl revalue the balance of cash and other assets or liabilitiesin that currency and shall charge or credit the
exchange adjustment to acentral account, the balance of which at year-end shall be either credited to miscellaneous
income or debited to the relevant budgetary account. Exchange adjustments resulting from the payment of
government contributions shall be recorded separately from those exchange adjustments from other transactions and
shall be offset against those contributions.
Rule 15.9
For the purpose of recording in the Fund account voluntary contributions pledged in currencies other than
United States dollars, the United Nations operational rate of exchange in effect on the date of the pledge shall be
used.
Rule 15.10

For the purpose of recording al other transactions in the Fund account, the United Nations operational rate of
exchange in effect on the date of the transaction shall be used.

Article XVI. Audit

Rule 16.1
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The accounts showing the satus of the Fund, with audit opinion and report from the Board of Auditors of the
United Nations, shall be transmitted by the Executive Director to the Advisory Committee on Administrative and
Budgetary Questions, the Commission on Narcotic Drugs and the General Assembly.

Rule 16.2

All financia transactions and related activities covered by these rules shall be subject to audit by the Office of
Internal Oversight Services of the United Nations Secretariat.

Article XVII. General provisions
Rule17.1
Every officia of the United Nations International Drug Control Programme is responsible to the Executive
Director for the regularity of the actions taken by him or her in the course of his or her official duties. Any official
who takes any action contrary to these financia rules, or to the administrative instructions issued in connection
therewith, may be held personally responsible and financially liable for the consequences of such action.
Rule17.2
These rules may be amplified by administrative instructions issued by the Executive Director.
Rule17.3
Theserules shall be effective asat 1 January 1999. If a consegquentia change in these rulesis required in order

to conform with a change made by the General Assembly in the Financial Regulations of the United Nations, the
effective date of such change in the rules shall be the effective date of the revision of the applicable regulation.
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Annex ||

COMPARISON BETWEEN THE REVISED DRAFT FINANCIAL RULESOF THE FUND
OF THE UNITED NATIONSINTERNATIONAL DRUG CONTROL PROGRAMME
AND THE DRAFT FINANCIAL RULESOF THE FUND PRESENTED IN

DOCUMENT E/CN.7/1997/8

Rule number
New Old

Change Comments and reasons

Articlel. Applicability

1.1 11 None
12 1.2 None
1.3 1.3 None

Articlell. Definitions

21 21

22 22

None

Definitions deleted: appropriation, core
activities, programme support activities
definitionsrevisedt executing agency, agency
support costs, biennial budget, commitment,
expenditure, obligation, programme support
fund, project; definitions added: biennid
programme budget, biennia support budget,
contribution, management and
administration, programme  activities
programme/project document, programme
support.

Articlelll. Financial period

Theapplication of standard terminology was used for the
harmonized budget model and the integrated
programming approach.

31 31 Thewords“for the purpose of both proposed  The rule was simplified as a result of theapproval of a
utilization of resources and the incurring o biennial budget, including the biennia support budget
and accounting of expenditure in respect &  and the biennial programme budget.
the biennial budget” were deleted.

-- 3.2 Deleted See above.

-- 33 Deleted See above.

Rule number

New Old Change Comments and reasons




E/CN.7/1998/6
Page 20

ArticlelV. Voluntary contributions

41 41
42 42
43 43
44 44
45 45
ArticleV.
51 51
52 52
53 53
54 54
55 55

None
None
None
None
None
Miscellaneousincome
None
None

The word “project” was replaced by
“programme or project”.

The word “project” was replaced by
“programme or project”.

None

ArticleVI. Fund account

6.1

6.2

6.3

6.4

6.5

6.1

6.2

6.3

6.4

6.5

None

“(b) A programme support fund” wes
deleted.

None

Thewords*“ prgject activities” were replaced
by “programme and project activities’; the
words “The fund shall be used exclusively
for programme support activities” were
replaced by “and credited to the generd
fund”.

The words “or a written pledge’” were
inserted after “ agreed payment schedule”.

In accordance with new definitions.

In accordance with new definitions.

In accordance with the new budgetary arrangements
programme support funds are credited to the generd
fund. No separate account for the programme support
fund is maintained.

In accordance with new definitions and budgetary
arrangements, programme support funds are credited to
the general fund.

Clarification of rule.
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Rule number

New Old Change

Comments and reasons

ArticleVII. Custody of funds

7.1 7.1 None

7.2 7.2 None

73 73 None

ArticleVIII. Investment of funds

81 81 The words “Account being taken of” were
replaced by “In accordance with”.

82 82 Reformulated

ArticlelX. Financing the Fund activities
91 91 The words “After provision has been made
annualy for the biennial budget from the
general fund and the programme support
fund, al resources not otherwise committed
or reserved can be utilized for projed
activities” were replaced by “Provisions are
made annually for the biennia support
budget from the general fund and for the
biennia programme budget from the general
fund, aswell asfrom trust funds’.

92 92 The words “and the programme support
fund” were deleted.

93 93 None
Article X. Outline and biennial budget

101 101 None

10.2 10.2 Reformul ated

Improvement of formulation.

Therulewas clarified by stipulating that &l income from
investments is credited to the general fund, except
income from investments of trust funds, if so specified.

In accordance with new definitions and budgetary
arrangements.

In accordance with new budgetary arrangements
programme support funds are credited to the generd
fund and the operational reserve is established under the
general fund.

In accordance with new budgetary arrangements, the
concepts of biennia budget, biennial programme budget
and biennial support budget are introduced. In
particular, it is determined that the biennial programme
budget forms part of the biennia budget.
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Rule number

New Old Change

10.3 103 Thewords“and appropriation” were deleted.
104 -- New rule

105 104 Reformulated

Article XI. Allocation of funds by the Executive Director

11.1 111, Reformulated
11.2
and
11.3

11.2 111 Reformul ated
and
11.2

-- 114 Deleted

11.3 105 Reformul ated
and
10.7

The Commission approves the budget only and does not
appropriate resources. Among others, rules 10.2 ard
10.3 determine that the biennial programme budget is
approved by the Commission.

In accordance with new budgetary arrangements, the
new rule describes the approval of programmes ard
projects by the Executive Director in the context of the
approved biennial programme budget. The rule alo
covers the revison of programmes and projects
previously described under rule 11.4.

Therule describes that supplementary estimates for the
biennial support budget are submitted to the
Commission through the Advisory Committee
Supplementary estimates limited to the biennid
programme budget would not be submitted to the
Advisory Committee in accordance with the practice of
other United Nations funds and programmes.

In accordance with new budgetary arrangements, the
approved biennial budget provides the authorization to
issue alocations, to incur obligations and to make
payments. Owing to the volatile funding arrangement of
the United Nations Drug Control Frogramme (UNDCP),
it isdetermined that all allocations are issued within the
resources available.

In accordance with new budgetary arrangements, two
casesare described under which the Executive Director
can enter into commitments for programmes ard
projects for future financial periods. Owing to the
volatile funding arrangement of UNDCP, it is
determined that all commitments are made within the
resources available.

The previous rule described the process for revising
projects. Thisissue has been included in the new rule
10.4.

The rule describes the availability of allocations ©
discharge outstanding legal obligations.
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Rule number
New Old Change Comments and reasons
114 116 The word “project” was replaced by In accordance with new definitions and to clarify tre
“programme or project”; the words “to the  stipulations of therule.
genera fund or, in the case of trust furd
activities, to the relevant trust fund” were
replaced by “to the Fund account”.
115 118 None

Article X11. Contractsand purchases

121 121 The words “core and programme support
budget or in project budgets’ were replaced
by “biennial budget”.

Article XI11. Internal control

131 131 None

13.2 132 None

Article XI1V. Executing agencies

141 141 The word “projects’ was replaced by
“programmes or projects’; the word
“project” was replaced by “programme o
project”.

142 142 The word “project” was replaced by
“programme or project”.

143 143 The word “project” was replaced by
“programme or project”.

144 144 The word “projects’ was replaced by
“programmes or projects’.

145 145 None

Article XV. Accounts

In accordance with new definitions.

In accordance with new definitions.

In accordance with new definitions.

In accordance with new definitions.

In accordance with new definitions.

151 151 None

152 15.2 None

153 153 None

154 154 None

Rule number

New Old Change Comments and reasons
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155 155 None
156 156 None
157 157 None
158 158 None
159 159 None
15.10 15.10 None

Article XVI. Audit
16.1 16.1 None
16.2 16.2 None

Article XVII. General provisions

171 171 None
172 172 None
173 173 The year “1998" was replaced by “1999". In accordance with the revised timetable for the

promulgation of the revised financial rules.



