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Note by the secretariat on financial issues

At the meeting of national focal points (Athens, 11–14 September 2001), the
secretariat was requested to provide additional information on:

- the status and use of overdue contributions
- changes in the Trust Fund
- possible use of the Euro

In order to gather the relative information, the secretariat consulted with UNON and
other secretariats of the conventions managed by UNEP.

1. Status and use of overdue contributions

UNEP considers all contributions as contractual obligations and, as a result, as future
revenue.

A convention such as CITES (Geneva) operates in a similar way.  CITES estimates
the outstanding contributions that will accrue during the current biennium and records them
as resources for the coming years.  CITES operates in a way similar to the Barcelona
Convention.  In the case of the 2002–2003 biennium, now being prepared, the Secretariat of
the Barcelona Convention, with the agreement of UNEP, has recorded as outstanding
contributions a total of an average of US$ 1,200,000 based on data from previous biennia.
However, it is improbable that the outstanding contributions of former Yugoslavia will be paid
during the next financial period, 2002–2003.  In this case, the budgeted expenses must be
allocated; adjustment will be made by drawing on the money available in the Trust Fund.  If
this hypothesis is confirmed, and although UNON has not taken a position on this question,
the Coordinating Unit feels that the outstanding contributions of the former Yugoslavia for the
2004–2005 biennium should be considered as legally outstanding but that they should not be
stated as potential income.

2. Situation of the Mediterranean Trust Fund (MTF)

The trust fund was gradually built up after the crisis of 1991–1994 through payment of
outstanding contributions.  At the end of the 1998–1999 biennium, the balance was US$
5,525,663 of which US$ 1.4 million reserve, a decrease of US$ 1,195,371 in relation to the
level of funds recorded at the end of the 1996–1997 biennium.  There has been an
acceleration of allocations in 1998–1999 that reflect the information document on the
financial accounts for 1998–1999.

It should also be noted that the interest has increased the level of funds since 1994
and until 1999 and that it is advisable to foresee revenue from interest during the next
biennium, which is also the case at CITES.

3. Use of the Euro

Background

In January 2002, all the European Contracting Parties will use the Euro as their official
currency.  Bearing in mind that 90.6 per cent of contributions to the Mediterranean Trust
Fund come from European countries, discussions for a more extensive use of the Euro while
remitting contributions and drafting budgets were more and more recurrent since early 2001.
Discussions during the meeting of MAP focal points led to a request for a budget in Euros at
a fixed rate, applicable at the time the draft is prepared, for presentation to the meeting of the
Contracting Parties (Monaco, 14-17 November 2001).
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Legal background

The General Assembly has approved the United Nations Environment Programme (UNEP)
as administrative and financial manager of the Barcelona Convention as stated in “Revised
Legislative and Financial Texts regarding the United Nations Environment Programme and
the Environment Fund – 1998” chapter II, sections 1 and 2 (copy attached).  To this end, a
general trust fund has been set up as to receive and administer Contracting Parties/donors
voluntary* and counterpart** contributions as per “Financial Regulations and Rules of the
United Nations” (series 100) rules 106.3 and 106.4 (copy attached).  In Article XI on
accounts, Regulation 11.2 recommends, “The accounts should be presented in United States
dollars.  Accounting records may, however, be kept in such currency or currencies as the
Secretary-General may deem necessary”.  Further on, Rule 111.5 on the currency of
accounts states “The accounts of the United Nations shall be maintained in United States
dollars, provided that at offices away from Headquarters accounts may also be maintained in
the currency of the country in which they are situated…”

The MEDU Secretariat has been mandated by the MAP focal points to address the Euro
issue to United Nations Office at Nairobi (UNON) for consideration.

UNON’s first comments are that “Contributions can be remitted in Euros.  However, they are
converted into US dollars by the recipient bank that manages the Mediterranean Trust Fund.
This will continue to be the position as long as the Euro remains a convertible currency.  The
budget can be stated in Euros as long as it is translated into US dollars as well.  The official
operating currency of the United Nations is still the US dollar and therefore all official United
Nations transactions will continue to be recorded in US dollars.  Likewise all official financial
statements will be prepared and presented in US dollars; The use of the Euro will affect only
the accounts and the contributions will continue to be banked into the New York bank
account and converted into US dollars until such time that the United Nations decides on an
alternative arrangement.  The fact that the Mediterranean region is going to be largely Euro
raises deserving consideration for the trust fund to adopt the Euro as its currency.  If this is
the decision of the Parties, the request with all the justifications should be presented to the
Controller for his consideration and approval”.

As for the use of the Euro in the operational functioning of MAP, the United Nations Financial
rules and regulations—rule 111.5 stated above—clearly authorize offices away from
headquarters to maintain accounts in the country’s local currency.  In January 2002, MAP
structures located in European countries—MEDU, BP/RAC, ERS/RAC, CP/RAC—will
operate in both US dollars and Euros, as far as activities and operating costs are concerned,
local currencies being replaced by the Euro.  The applicable rate to be used will be the
United Nations official monthly rate.

Cited as an example, CITES (Geneva) was picked by the Secretariat as a specific case.
CITES has used Swiss francs since it started.  The financial means of CITES have been
seriously affected recently by the relative drop of the Swiss franc in relation to the US dollar
to the extent that staff salaries are expressed and paid in US dollars.  Based on this
experience, it is clear that the main question raised by operating in Euros is tied to the fact
that the staff of the Secretariat (MEDU) and REMPEC would continue to be paid in dollars,
as staff having the status of United Nations.  As a result, there is a need, if necessary, to
provide for an adjustment mechanism of contributions in order to cover actual salary
expenses using expected revenue and ensure their level.  At the same time, daily
subsistence allowances (DSA) are also calculated in dollars based on the cost of living in the
countries.
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As a result, the introduction of the Euro in the MAP financial system should also be
accompanied by mechanisms making it possible to adjust flexibly the level of contributions in
order to take into account fluctuations in exchange rates, something that might appears to be
rather difficult.

The secretariat will continue to work on this question in liaison with UNON and the Bureau,
by studying more closely the questions that the use of the Euro would raise and methods that
would allow a solution and the overall effect on MAP financial operations.

----------------------------
*  Ordinary Contribution for the Contracting Parties
** Voluntary Contributions for the Contracting Parties
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