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Note du secrétariat

Introduction

1. Le présent document a pour but de présenter le projet de procédures et directives
opérationnelles (ci-aprés denommeé « Projet de directives », figurant & I’annexe | du présent document)
de la Fondation des Nations Unies pour I’habitat et les établissements humains. 1l fournit tout d’abord
des informations générales sur la Fondation, notamment sa genése et ses objectifs. 1l décrit ensuite un
cadre d’action pour le compte de fonds renouvelable proposé, un mécanisme défini dans le projet de
directives pour permettre de relancer les opérations de prét de capitaux de départ remboursables de la
Fondation. Ces informations devraient aider le Conseil d’administration a s’acquitter de sa tache pour
ce qui est d’orienter la ligne d’action de la Fondation et fournir a la Directrice exécutive les outils requis
pour assurer efficacement le contréle et la gestion.

2. La Directrice exécutive a élaboré le projet de directives en vertu d’une Circulaire du
Secrétaire général (ST/SGB.2006/8, figurant a I’annexe Il du présent document), dans laquelle il a, sur
la base des régles de gestion financiére et reglements financiers pertinents de I’Organisation des
Nations Unies adoptés par I’ Assemblée générale, diffusé une annexe spéciale consacrée a la Fondation
(série 300) aux Regles de gestion financiere et Reglement financier de I’ONU (série 100) du

ler ao(it 2006. L’annexe spéciale annule et remplace les régles de gestion financiére et réglement
financier de la Fondation et nécessite par conséquent I’établissement de nouvelles procédures et
directives opérationnelles. La régle 305.3.5 de I’annexe spéciale prévoit que le Conseil
d’administration fournira des orientations de politique générale a la Directrice exécutive pour
I’établissement de ces procédures et directives opérationnelles en vue de guider les opérations de prét de
capitaux de départ remboursables de la Fondation. En élaborant le projet de directives, la Directrice
exécutive a également pris en compte la résolution 61/206 de I’ Assemblée générale, du 20 décembre
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2006, dans laquelle I’ Assemblée prend note de I’annexe spéciale et demande au Conseil
d’administration de se pencher, a sa vingt et uniéme session, de maniére exhaustive sur toutes questions
se rapportant a la Fondation, eu égard a la nécessité de mobiliser efficacement des ressources pour la
Fondation.

3. La Directrice exécutive interpréete I’annexe spéciale avec prudence et recommande une
approche modulée pour I’application du projet de directives. Plutdt que de démarrer les opérations de
prét et d’emprunt préconisées dans I’annexe spéciale consacrée a la Fondation, le secrétariat propose de
limiter les préts concédés uniquement a partir des contributions volontaires aux opérations de prét de
capitaux de départ remboursables et de surseoir aux opérations d’emprunt jusqu’en 2013. On prévoit
que la phase 1 (2007-2011) serait expérimentale et marquerait I’institution a titre expérimental d’un
compte de fonds renouvelable en tant que moyen de lancer des opérations de prét de capitaux de départ
remboursables de montants trés infimes comparables aux subventions allouées actuellement par la
Fondation (par exemple, 500 000 dollars a 2 000 000 dollars). Durant la phase 1, le secrétariat puiserait
dans les contributions volontaires versées au compte du fonds renouvelable pour entreprendre ces
opérations. Si la phase 1 est concluante, on prévoit que dans la phase 2 (2012-2015), la Fondation
agrandirait I’échelle de ses opérations de prét de capitaux de départ, en augmentant les contributions
volontaires au moyen d’emprunts contractés uniquement aupres des gouvernements et des organisations
intergouvernementales, une fois encore a titre expérimental. Tirant parti des legons tirées au cours de la
phase 2, le secrétariat s’engagerait dans la phase 3 (2016-2020) en vue d’intégrer les opérations de prét
et d’emprunt de la Fondation. Le présent document met I’accent sur la phase 1.

4, On prévoit que le Conseil d’administration approuvera, a sa vingt et uniéme session, le projet
de directives sur le principe recommandé par la Directrice exécutive d’une approche modulée pour leur
application. A sa vingt-deuxiéme session, prévue en 2009, le Conseil d’administration souhaitera peut-
étre examiner les progres réalisés s’agissant de la Fondation, y compris I’expérience acquise a partir de
I’application du compte de fonds renouvelable a titre expérimental, et souhaitera peut-étre examiner a sa
vingt-troisiéme session, prévue en 2011, les conclusions d’une évaluation externe de la phase 1 qui
servira de base pour déterminer s’il y a lieu ou non de mettre en ceuvre d’autres activités de prét et de
lancer les opérations d’emprunt.

5. Le présent document est structuré en trois chapitres et trois annexes. Le chapitre 1 contient des
informations sur la Fondation, notamment sa genese, son mandat, ses objectifs et ses activités
opérationnelles. Le chapitre 2 présente un cadre d’action pour le compte de fonds renouvelable. Le
chapitre 3 décrit le projet de directives, en en mettant en exergue les aspects principaux. L’annexe |
contient le projet de directives proprement dit, tandis que I’annexe Il reproduit la Circulaire du
Secrétaire général contenant I’annexe spéciale consacrée a la Fondation sur les Regles de gestion
financiére et Reglement financier de I’ONU. L’annexe Il présente les procédures et directives
opérationnelles adoptées en 1977, qui doivent aujourd’hui étre actualisées a la lumiére des nouvelles
regles de gestion financiére et reglement financier de la Fondation.
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A.

B.

Note d’information sur la Fondation
Introduction

1. La Fondation est le mécanisme dont dispose ONU-Habitat pour le financement de tous ses
projets et programmes et compléte les contributions au budget ordinaire de I’ONU pour les effectifs
d’ONU-Habitat. C’est ainsi qu’elle a fonctionné depuis 1978, date a laquelle elle a été transférée du
Programme des Nations Unies pour I’environnement (PNUE) pour devenir le mécanisme de
financement de la Commission des établissements humains qui existait alors et de son secrétariat, le
Centre des Nations Unies pour les établissements humains (Habitat). La Commission des
établissements humains, dans sa résolution 2/2 du 4 avril 1979, a pris note de la remarque de la
Directrice exécutive d’Habitat selon laquelle les responsabilités assignées a la Fondation par

I’ Assemblée générale étaient suffisamment flexibles pour lui permettre d’étre intégrée aux autres unités
du Centre. Dans la méme résolution, la Commission a approuvé I’intégration fonctionnelle de la
Fondation et I’utilisation de ses ressources pour les activités du Centre tout entier. Dans sa

résolution 56/206 du 21 décembre 2001, I’Assemblée générale a institutionnalisé le Programme pour les
établissements humains et imposé le renforcement de la Fondation pour relever les défis posés par
I’urbanisation auxquels étaient sérieusement confrontés les pays en développement du monde et
parvenir a la réalisation des Objectifs du Millénaire pour le développement, en particulier les zones
urbaines.

2. La Fondation était censée a I’origine (voir encadré 1 ci-dessous) devenir un instrument de
financement distinct. Un long processus d’adaptation des régles et réglements de la Fondation pour lui
permettre de jouer son role s’est achevé le ler ao(it 2006 en débouchant sur la publication par le
Secrétaire général d’une annexe spéciale aux Regles de gestion financiére et Réglement financier de
I’ONU (ST/SGB/2006/8), qui est, a toutes fins utiles, reproduite dans I’annexe Il au présent document.

Encadré 1 : Genése de la Fondation

En décembre 1977, I’Assemblée générale a adopté la résolution 32/162 portant création du Centre des
Nations Unies pour les établissements humains (CNUEH-Habitat) comprenant les postes et ressources
budgétaires du Centre pour le logement, la construction et la planification du Département des affaires
économiques et sociales et la Fondation des Nations Unies pour I’habitat et les établissements humains.
Les responsabilités et fonctions du Conseil d’administration du PNUE et de son Directeur exécutif a
I’égard de la Fondation ont été confiées a la Commission des établissements humains et a son
Directeur exécutif. L’Assemblée générale a au cours du méme mois (décembre 1977), par sa

décision 32/451, adopté les réglements financiers 5.10 et 9.4 de I’ONU (actuellement renumérotés
reglements 1.2 et 1.1 de la Fondation respectivement) conférant a la Fondation I’autorité d’engager des
emprunts pour les opérations de prét de capitaux de départ remboursables et proroger les préts dégagés
sur les fonds d’emprunt et les contributions volontaires a des fins déterminées. Dans sa résolution
56/206, I’ Assemblée générale a, entre autres, confirmé le mandat initial de la Fondation et les
responsabilités et fonctions du Conseil d’administration et de la Directrice exécutive tels qu’envisagés
dans les résolutions 3327 (XXIX) et 32/162 de I’ Assemblée générale. Avec la promulgation par le
Secrétaire général le 20 juillet 2006 de la nouvelle annexe spéciale consacrée a la Fondation des
Nations Unies pour I’habitat et les établissements humains qui a été ajoutée aux Regles de gestion
financiére et Réglement financier de I’ONU (ST/SGB/2006/8), qui a annulé et remplacé I’ancien
réglement financier de la Fondation de 1978 (ST/SGB/UNHHSF Financial Rules/3 (1978)), le

Conseil d’administration et la Directrice exécutive ont été habilités a mettre en ceuvre I’appel fait par
I’ Assemblée générale de renforcer la Fondation et de faire en sorte qu’elle devienne un mécanisme
permettant d’aider les pays en développement a opérer des investissements dans le logement et la
gestion de I’environnement.

ONU-Habitat et le financement du développement urbain

3. Au cours des cing années écoulées, la nécessité pour ONU-Habitat d’élaborer des mécanismes
de financement nouveaux et novateurs qui traitent spécifiqguement des questions de développement
urbain et soient axés sur I’amélioration des taudis et des bidonvilles et la prévention de leur formation a
été au ceeur d’une série d’études et de rapports établis par des experts financiers en consultation avec les
grandes institutions financieres internationales. Ces travaux ont été financés par deux organismes
internationaux de coopération pour le développement actifs dans ce domaine, a savoir le Department for
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International Development (DFID) du Royaume-Uni et I’ Agence suédoise de développement
international (SIDA).

4, Le concept de I’élaboration de mécanismes de financement durable au sein de la Fondation a
été au centre des conclusions de ces études’. Plusieurs propositions ont découlé de ces études et
consultations avec les institutions financiéres internationales. L’idée de la création d’un mécanisme
mondial du financement du logement faisant office de mécanisme international de garantie a été
présentée au Conseil d’administration a sa dix-neuviéme session. Etant donné que I’on a jugé que ce
concept faisait double emploi avec plusieurs autres mécanismes de garantie, notamment le Private
Infrastructure Development Group’s GuarantCo et I’ Autorité de crédits pour le développement de

I’ Agency for International Development des Etats-Unis (USAID), il n’a pas été mis en ceuvre. Le
concept d’un mécanisme mondial d’aide au logement dans ce domaine a toutefois été élaboreé plus avant
(voir le rapport intitulé « PM Global Infrastructure » mentionné dans la note 1). Le principal
inconvénient résidait dans le fait qu’il ne décrivait pas un mécanisme de financement approprié
envisagé au moment de la création de la Fondation. En d’autres termes, il ne disposait pas de régles et
reglements du genre de ceux actuellement promulgués dans I’annexe spéciale aux régles de gestion
financiére et reglement financier.

5. Dans le méme temps, pour commencer a mettre a I’essai le concept d’effet de levier des
capitaux intérieurs en tant qu’élément significatif des programmes des partenaires pour la construction
de logements nouveaux et améliorés pour les personnes a trés faible revenu, qui est considéré comme
étant a la base du mécanisme de financement au niveau local, le DFID et le SIDA, et plus récemment le
Gouvernement norvégien, ont financé la phase de conception et le programme pilote du mécanisme de
financement de I’amélioration des taudis et des bidonvilles d’ONU-Habitat. La phase de conception a
démarré en 2004 et le programme pilote a démarré dans quatre pays pilotes en 2006 en chargeant le
Groupe des marchés émergents de travailler de concert avec I’Unité de la gestion des programmes du
mécanisme de financement de I’amélioration des taudis et des bidonvilles d’ONU-Habitat sur le terrain
avec les partenaires pour tester les instruments financiers requis pour les programmes d’amélioration
des taudis et de prévention de leur formation (nouveaux logements de personnes a tres faible revenu).
Le concept de mécanismes locaux de fonds renouvelable s’appuyant sur des systemes d’épargne et de
prét des groupes communautaires est au centre de ces travaux. Il fonctionne a la base, en associant des
programmes communautaires pilotés par les municipalités, notamment les coopératives de logement
pour les groupes cibles, y compris les femmes et les jeunes. 1l offre donc un cadre opérationnel trés
différent par rapport aux programmes a plus large échelle financés par les institutions financieres
internationales et les banques régionales de développement.

6. L’annexe spéciale consacrée a la Fondation ajoutée aux Regles de gestion financiére et
Reglement financier de I’ONU facilitera considérablement le fonctionnement du mécanisme de
financement pour I’amélioration des taudis, et, en temps utile, celui du Fonds d’affectation spéciale
pour I’approvisionnement en eau et I’assainissement. Il importe notamment que le

Conseil d’administration fournisse des orientations quant a I’élaboration des procédures et directives
opérationnelles pour la Fondation qui prennent en compte I’annexe spéciale et permettent a
ONU-Habitat d’établir un compte de préts, sous la forme d’un compte de fonds renouvelable, au sein de
la Fondation.

Cadre d’action pour un compte de fonds renouvelable de la
Fondation des Nations Unies pour I’habitat et les établissements
humains

Introduction

7. Le compte de fonds renouvelable vise a combler les bréches observées dans les structures
internationales de financement de logements abordables et de I’infrastructure urbaine associée. Ces
breches constituent I’une des principales entraves a I’accroissement des initiatives pour I’amélioration

! Voir Osman S. et Dyson M. 2002: UN-Habitat Financial Study, rapport final, EME, Londres, 2002

Ljung P. 2003: The Global Shelter Facility — a proposed International Guarantee Facility for Housing and
Municipal Development Feasibility Study, mars 2003, PM Global Infrastructure, Washington

Ljung P. 2003: Design of a Global Shelter Assistance Facility, PM Global Infrastructure, Washington

Ljung P. 2003: Meeting the Challenge: Proposal for the Creation of a Global Slum Upgrading Facility, PM Global
Infrastructure, Washington, 31 décembre 2003.
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des taudis et des bidonvilles et a la prévention durable de leur formation. Les investissements publics et
privés, y compris I’aide publique au développement, représentent actuellement moins de 5 % du
montant estimatif des ressources nécessaires pour « réussir a améliorer, d’ici a 2020, la vie d’au moins
100 millions d’habitants de taudis » et « réduire de moitié le pourcentage de la population qui n’a pas
accés & un approvisionnement en eau de boisson salubre » 2. Deux principaux facteurs atténuant les
investissements consacrés aux établissements humains sont I’absence d’instruments permettant de
mobiliser I’épargne et les capitaux intérieurs, en particulier en faveur des populations a faible revenu et
pauvres dans les pays en développement, et I’absence de mécanismes jouant un réle catalyseur dans la
coordination des efforts déployés a cet égard par les organismes de développement. Un facteur
étroitement lié est une méconnaissance de la part des décideurs des effets bénéfiques des
investissements des fonds publics — qu’il s’agisse de I’aide publique au développement ou de fonds
municipaux, provinciaux ou étatiques — pour susciter I’épargne communautaire et les investissements
privés.

8. Le compte de fonds renouvelable devrait permettre de surmonter ces obstacles et de combler
de maniére efficace la demande de logements et d’infrastructures parmi les citadins pauvres. Le
fonctionnement du fonds passera par I’action avec les coopératives, les associations d’épargne, les
établissements de microfinancement et les prestataires de services locaux pour intensifier les efforts
faits par les citadins pauvres pour avoir accés a de meilleurs logements, approvisionnement en eau et
assainissement. 1l nécessitera la création de mécanismes efficaces pour associer le secteur national des
services financiers® pour développer des produits correspondant  la capacité de paiement des citadins
pauvres, qui payent souvent un codt plus élevé par unité pour les services mais ne disposent pas de
revenus vérifiables, d’antécédents de solvabilité et de sécurité d’occupation.

B. Avantage comparatif d’ONU-Habitat

9. ONU-Habitat est bien placée pour mettre en place un compte de fonds renouvelable en tant que
mécanisme pour envisager dans toute sa complexité le financement de logements en faveur des pauvres
et de services essentiels. L’organisation s’est attelée depuis plus de 30 ans a établir des réseaux avec les
organisations des citadins pauvres, les autorités locales et les services des administrations publiques
s’occupant des sols, du logement, de I’administration locale, de I’approvisionnement en eau, de
I’assainissement, de la planification urbaine et d’autres activités connexes. Elle collabore, dans le cadre
de programmes plus récents, avec les établissements de microcrédit et de financements, les prestataires
de services et les sociétés de services publics de distribution. Elle a une capacité confirmée de forger
des partenariats entre ces différents acteurs et utilise cet avantage pour relier I’élaboration des politiques
et I’aide au préinvestissement aux opérations de prét des institutions financiéres internationales pour
aider les Etats membres a financer le développement d’établissements humains en faveur des pauvres.
C’est une agence du systéme des Nations Unies disposant de vastes réseaux aux niveaux
communautaire et municipal. Ces réseaux permettent a ONU-Habitat de mettre en rapport les
populations a faible revenu et démunies et les municipalités plus petites et intermédiaires avec les
banques commerciales standard, qu’elles soient nationales, régionales ou internationales, pour avoir
acces aux préts hypothécaires et au financement des infrastructures. ONU-Habitat est, avec la Banque
mondiale, un membre fondateur de I’ Alliance des villes qui octroie des subventions pour la préparation
de I’assistance technique préinvestissement aux villes et municipalités. Elle coopére également avec les
banques régionales de développement dans le cadre de ses programmes « De I’eau pour les villes
africaines » et « De I’eau pour les villes asiatiques » pour assurer des investissements de suivi dans
I’approvisionnement en eau et I’assainissement en faveur des pauvres.

C. Lecons tirées et repéres pour le futur

10. Le Fonds d’affectation spéciale pour I’approvisionnement en eau et I’assainissement et le
Mécanisme de financement de I’amélioration des taudis et des bidonvilles* montrent comment des

2 Voir Cibles 10 et 11 des Objectifs de développement dans la Déclaration du Millénaire.

Institutions de préts hypothécaires, sociétés de construction de logements, fonds de pensions et marchés
financiers.

4 En plus, ONU-Habitat a créé le Fonds d’affectation spéciale pour la coopération technique aux fins du
Programme spécial pour les établissements humains en faveur du peuple palestinien, adopté a I’unanimité par le
Conseil d’administration a sa dix-neuvieme session. Bien qu’il ne soit pas spécifiquement destiné a I’innovation
financiére, il englobe des initiatives de mobilisation des ressources dans la Cisjordanie et a Gaza et établit

3
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montants relativement infimes de capitaux d’amorcage combinés a I’assistance technique peuvent
induire des montants substantiels de ressources nationales et internationales pour le logement en faveur
des pauvres et le développement de I’infrastructure urbaine. Ils réduisent les codts de transaction et
renforcent I’efficacité de I’aide en combinant les ressources des donateurs, gouvernements, collectivités
locales et institutions financiéres internationales dans le cadre de programmes pluriannuels d’assistance
technique et de financement. Tant le Fonds d’affectation spéciale que le Mécanisme de financement
fonctionnent toutefois sur la base de subventions ponctuelles.

11. Le compte de fonds renouvelable proposé permettra de faire en sorte que le Fonds
d’affectation spéciale pour I’approvisionnement en eau et I’assainissement et le Mécanisme de
financement de I’amélioration des taudis et des bidonvilles réduisent davantage les codts de transaction
et les risques apparents associés a I’amélioration des taudis et au développement urbain en faveur des
pauvres. Cela nécessitera de compléter les schémas de gestion actuels avec des fonds renouvelables et
des instruments financiers novateurs qui englobent différentes sources de financement, y compris les
épargnes communautaires, les investissements publics, les capitaux privés intérieurs, les subventions et
préts internationaux, sur une base plus autonome. Les activités du fonds renouvelable permettront pour
la premiére fois de disposer d’un mécanisme de mobilisation des ressources tant au niveau international
que national et de les utiliser pour agrandir I’échelle des activités d’un groupe bénéficiaire a un autre.
Dans le méme temps, I’utilisation de fonds renouvelables augmentera la responsabilité des bénéficiaires
et leur pouvoir d’achat.

Portée et implications a court terme de la nouvelle circulaire du Secrétaire
général sur le reglement financier et les regles de gestion financiére

12. Pour le moment, la Fondation se sert des deux guichets de financement suivants pour s’acquitter
de ses fonctions :

a) Le Fonds général (ou Compte a des fins générales), qui recoit des contributions
volontaires a des fins non déterminées de la part des Etats membres et d’autres donateurs pour financer
les activités fondamentales de mobilisation et d’élaboration de politiques du programme de travail de
I’ONU-Habitat;

b)  Le Fonds spécial (ou Compte a des fins spéciales), qui rassemble des contributions
volontaires affectées a des fins ou projets spécifiques comme, par exemple, le Service pour
I’amélioration des taudis, le Fonds d’affectation spéciale pour I’eau et I’assainissement et le Programme
spécial pour les établissements humains en faveur du peuple palestinien.

13. Le compte de fonds renouvelables sera créé en tant que nouveau guichet pour le financement
des opérations a I’échelon local ou municipal. Ce sera le compte auquel les ressources pour les

« opérations de prét de capitaux de départ remboursables » menées au niveau local seront versées par
I’intermédiaire de comptes de fonds renouvelables locaux hébergés par des banques ou institutions
financiéres locales. Celles-ci assumeront la responsabilité de la comptabilité et de la gestion des fonds,
éliminant ainsi la nécessité pour la Fondation de s’impliquer directement dans des fonctions fiduciaires.
Les comptes de fonds renouvelables locaux seront spécifiquement créés pour donner aux partenaires
locaux engagés dans la construction de logements sociaux et dans le développement d’infrastructures un
acces amélioré au crédit. lls s’adresseront aux groupes qui, sinon, n’auraient aucun acces au crédit
institutionnel, par manque de capacité organisationnelle ou d’aptitude a obtenir des préts par leurs
propres moyens. lls serviront principalement a combiner I’assistance pré-investissement fournie par
I’ONU-Habitat et les capitaux de départ procurés par la Fondation pour mobiliser des capitaux locaux
sur les marchés financiers intérieurs. A cet égard, ils offriront aux donateurs un nouveau créneau pour
une utilisation plus durable de leurs subventions sans aucun risque additionnel. L’introduction de
systemes de fonds renouvelables permettra, au contraire, de multiplier les fonds provenant des
donateurs au moyen de la mobilisation de ressources locales, ce qui n’est pas possible dans I’actuel
systeme de subvention pure.

I’importance du poids conféré a la Fondation pour venir a bout de la situation politique complexe des
établissements humains au Moyen-Orient.
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Opérations de prét de capitaux de départ remboursables

Dans les nouvelles regles, les « opérations de prét de capitaux de départ remboursables » sont définies
comme la fourniture par la Fondation, a titre de prét aux institutions publiques et privées admissibles, en
particulier celles des pays en développement et des pays a économie en transition, de capitaux de départ
et garanties de préts, y compris sous forme d’assurances des préts immobiliers et de participations au
capital social, pour appuyer la mobilisation et I’ utilisation efficace des ressources financiéres intérieures
par les établissements de crédit locaux, en particulier les sociétés de prét immobilier et les organismes
communautaires d’épargne et de crédit ainsi que les autres institutions engagées dans des programmes
de logements a bon marché et d’amélioration des taudis, au profit des établissements humains.

14.  Les guichets de financement de la Fondation s’efforceront d’obtenir, chacun de son c6té, des
contributions volontaires aupres des Etats membres et autres donateurs potentiels et auront leurs propres
comptes courants et de réserves. Les fonds versés a chacun d’entre eux resteront séparés et seront
comptabilisés en conséquence.

15.  Un Comité d’étude des opérations de prét sera établi sous la présidence de la
Directrice exécutive de I’ONU-Habitat. En vertu des pouvoirs qui lui ont été délégués par le
Secrétaire général, ce Comité administrera la Fondation sous la supervision du Conseil d'administration.

Flux financiers de la Fondation

16.  Lafigure 1 ci-aprés résume les flux financiers de la Fondation. On attire I’attention sur les trois
comptes fondamentaux de la Fondation et leurs réserves respectives. L’actuelle absence d’un Fonds de
préts signifie qu’il n’existe pour le moment aucun mécanisme permettant de traiter les questions
d’investissement et de transposition a une plus grande échelle au niveau local. De méme, il n’y a pas de
mécanisme bien défini de mobilisation des ressources locales. Il convient également de noter la place
centrale occupée par la Division du financement des établissements humains dans la structure
organisationnelle de I’ONU-habitat, qui permettra a d’autres divisions essentielles de se servir des
Fonds de préts pour élargir I’échelle de leurs activités.

Figure 1
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POUR L'HABITAT ET LES ETABLISSEMENTS HUMAINS

—_— — £ P B
Contrlh_utlons Currtrlh_utmns Contrlh_lltlDIlS ( Fonds empruntés
volontaires au volontaires au volontaires au i (Phase 3
Fonds general Fonds special § Compte de préts uniquement)
o m— e — s l—
¥ ¥ ' v 5
4 3 5 i i (" Fonds de prét Réserve d
Fonds i des fins Réserve du Fonds ad Qridis CEpIEs el
g Fonds i des ﬁnlnss;ci;:s {Compte de fonds Fonds de U N H HS F
generales T renouvelables) préts {Fondation)
\ A N, 4 b, ¥
: L
Direction exécutive et gestion

Directives requises pour ces transactions

'

d AU HIVEAU DES PAYS
Compte des fonds
renouvelables (accueilli par
\_une hangue partenaire)

4+—— Logement et developpement durable

des etabhssernents humains

5 ‘—[ Coopération régionale et technigue
f »| Suividu Programme pour ['habitst

Financement des Etablizzements
humainz

Autres contribu-

tions nationales
{subventions)

S

> Partenaires locaux

Assistance technique

z 2 ot subventions
5 Subventions aux partenaires



HSP/GC/21/5/Add.3

Approche par étapes de I’application du mandat de la Fondation

17.  La Directrice exécutive propose de procéder par étapes pour appliquer le mandat de la Fondation
et améliorer son aptitude a répondre aux besoins des Etats membres. Dans le court terme, ’ONU-
Habitat alignera, entre la vingt-et-uniéme et la vingt-troisiéme session du Conseil d'administration, les
éléments actuels et futurs de la Fondation sur les nouvelles directives et procédures opérationnelles.
Cela impliquera probablement des ajustements institutionnels a la Division du financement des
établissements humains (Sous-programme 4), en particulier le regroupement au méme endroit du Fonds
d’affectation spéciale pour I’eau et I’assainissement et du Service pour I’amélioration des taudis,
comme envisageé par le Plan stratégique et institutionnel a moyen terme. Un tel regroupement
faciliterait I’enrichissement mutuel des idées et pratiques appliquées par les deux principales opérations
de la Fondation. On demandera des conseils & I’extérieur sur la maniére de marier I’orientation vers
I’infrastructure affichée par le Fonds d’affectation spéciale pour I’eau et I’assainissement a I’accent mis
par le Service pour I’amélioration des taudis sur I’accessibilité économique des logements et leur
amélioration, ainsi que sur les moyens d'associer les préts accordés par les institutions financieres
internationales, auxquels il est fait appel dans le premier cas, aux épargnes communautaires et
ressources locales visées dans le deuxiéme. Dans certaines villes choisies ou le Fonds d’affectation
spéciale pour I’eau et I’assainissement opére aux c6tés du Service pour I’amélioration des taudis, le
Fonds de préts fonctionnerait au cours de cette période comme un élément du cadre normatif et
opérationnel élargi du Plan stratégique et institutionnel a moyen terme, offrant aux Etats membres des
instruments pratiques de mobilisation de ressources pour des opérations trés complétes d’amélioration
et de prévention des taudis.

18. A moyen terme, I’ONU-Habitat s’engagera dans une campagne intensive de collecte de fonds
pour fournir des capitaux au Fonds de préts, dans le cadre de sa stratégie plus globale de mobilisation de
ressources. Cela impliquera des consultations non seulement avec les principaux pays donateurs mais
aussi avec des fondations privées, des donateurs non habituels et des institutions financiéres
internationales. En attendant qu’il soit suffisamment pourvu en capitaux, le compte de fonds
renouvelables sera mis a I’essai dans un sous-groupe ciblé de 25 pays, comme prévu dans le Plan
stratégique et institutionnel a moyen terme. Les expériences de ce genre offrent a I’ONU-Habitat une
occasion de tester la structure des comptes de fonds renouvelables locaux, en particulier dans les pays
ou le Fonds d’affectation spéciale pour I’eau et I’assainissement et le Service pour I’amélioration des
taudis menent tous les deux des activités. Le secrétariat peut ainsi, le cas échéant, évaluer comment les
partenaires locaux et nationaux peuvent utiliser au mieux les mesures d’assistance technique, capitaux
de départ, financements en fonds propres, préts et garanties de préts. De plus, cela permettrait a I’ONU-
Habitat de vérifier comment les capitaux de départ utilisés pour faire démarrer une initiative pourraient
étre utilisées dans le cadre d’initiatives ultérieures appuyeées par le secteur des services financiers local
pour élargir I’échelle de leurs opérations et multiplier les apports des donateurs.

Portée et implications a plus long terme

19.  En cas de fonctionnement satisfaisant du compte de fonds renouvelables, il y aura lieu
d’augmenter le capital de la Fondation, ce qui fera apparaitre la nécessité de lancer des opérations
d’emprunt. En 2010, I’ONU-Habitat fera effectuer une évaluation externe dont le but sera de faire le
point sur le compte de fonds renouvelables et d'émettre des recommandations sur la mise sur pied
d’autres opérations d’octroi de préts et la possibilité d’introduire des opérations d’emprunt. A sa vingt-
troisieme session qui aura lieu en 2011, le Conseil d'administration examinera les conclusions de cette
évaluation et étudiera les propositions concernant les futures opérations de la Fondation. A plus long
terme, le reglement financier et les régles de gestion financiére de 2006 permettent au compte de fonds
renouvelables de mener des « opérations d’emprunt par la Fondation » auprés des gouvernements,
agences gouvernementales et organisations intergouvernementales. D’aprés le réglement financier et
les régles de gestion financiére, les limites des emprunts seront fixées et périodiquement révisées par le
Secrétaire général, sur recommandation de la Directrice exécutive et avec I’accord du Contrdleur de
I’ONU. Les nouvelles régles stipulent que les dettes contractées dans le cadre de ces opérations ne
doivent pas excéder les réserves du compte de fonds renouvelables et restent sous le contréle du Cabinet
du Secrétaire général, par I’intermédiaire du Contrdleur. Elles stipulent en outre qu'aucun préteur ne
peut se voir reconnaitre une créance sur I’ONU-Habitat ou I’Organisation des Nations Unies ou un droit
sur ses autres avoirs, que la responsabilité se limite aux ressources de la Fondation et que cette
limitation de la responsabilité doit étre mentionnée dans tous les documents relatifs aux emprunts
contractés par la Fondation. La responsabilité de I’ONU-Habitat ou de I’ONU n’est donc pas engagée
dans I’éventualité d’un tel emprunt.
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H.

Finalité des procédures et directives opérationnelles

20.  L’Annexe spéciale au réglement financier et aux régles de gestion financiére concernant la
Fondation contient des exigences en matiere de comptabilisation, de responsabilité et d’administration,
dont celle de répartir les revenus et les colts de chaque guichet de la Fondation. Elle stipule
I’élaboration de directives et procédures opérationnelles, lesquelles comprennent le mandat du Comité
d’étude des opérations de prét et les détails des opérations de prét de capitaux de départ remboursables
mentionnés plus haut, sous la tutelle du Conseil d'administration.

21.  En conséquence, la Directrice exécutive prie le Conseil d'administration a sa vingt-troisieme
session de fournir des orientations sur la meilleure maniére de consolider la revitalisation de la
Fondation et de définir la marche a suivre pour le moyen et long terme. L’ONU-Habitat se trouve
actuellement dans la phase de démonstration et d’élaboration d’outils. Elle doit poursuivre ce travail
tout en préparant le terrain dans la perspective d’appuyer plus efficacement les Etats membres en se
servant des ressources publiques pour mobiliser les épargnes et les capitaux locaux. Une structuration
appropriée de la Fondation permettra a I’ONU-Habitat de jouer un role de catalyseur dans
I’établissement de liens entre les organisations ceuvrant en faveur des pauvres des régions urbaines ainsi
gue les gouvernements a tous les niveaux et les institutions financiéres nationales et internationales.

22.  Le projet de procédures et directives opérationnelles figurant dans I’annexe | au présent
document donnera davantage de pertinence aux essais sur le terrain entrepris par le Service pour
I’amélioration des taudis dans le cadre de son programme pilote et servira d’indication pour I’avenir de
la Fondation, dont il fait partie intégrante. Les comptes de fonds renouvelables (et autres arrangements
similaires) mis en place au niveau des pays se sont avérés étre un élément essentiel de I’approche du
Service pour I’amélioration des taudis. Ils permettent a diverses opérations d’amélioration des taudis
d’obtenir de I’aide technique et financiére, un aspect qui joue un role essentiel dans la mobilisation de
ressources locales, aussi bien pour les municipalités que pour les organismes communautaires
regroupant les actuels habitants des taudis, en vue de I’élaboration de projets susceptibles de bénéficier
d’un concours financier. 1l faut que le Fonds d’affectation spéciale pour I’eau et I’assainissement mette
au point de tels fonds de préts locaux pour ses activités de terrain afin de pouvoir tirer profit des
épargnes communautaires et fournir aux entreprises privées assurant des services publics des incitations
a investir dans des projets d’alimentation en eau et d’assainissement des taudis et des établissements
spontanés.

Prochaines étapes

23.  Le Conseil d'administration a sa vingt-et-uniéme session devrait se pencher sur trois moyens de
renforcer la Fondation et de promouvoir le compte de fonds renouvelables envisagé. Le premier
consiste a approuver le principe de I’approche par étapes proposée par la Directrice exécutive pour la
mise en ceuvre du projet d’orientations et, par voie de conséquence, I’application du mandat de la
Fondation ainsi que le renforcement de son aptitude a répondre aux besoins des Etats membres dans le
cadre du Plan stratégique et institutionnel a moyen terme, comme décrit plus haut. Le deuxiéme
consiste a prendre acte des directives et procédures opérationnelles que la Directrice exécutive va
présenter conformément au réglement de la Fondation promulgué par le Secrétaire général. Le
troisiéme consiste a appuyer le principe de I’approche proposée par la Directrice exécutive pour fournir
des capitaux au compte de fonds renouvelables et assurer la continuité de la stratégie plus étendue de
I’organisation en matiére de mobilisation de ressources : autant que faire se peut, on engagera les
donateurs qui participent au financement du Service pour I’amélioration des taudis et du Fonds
d’affectation spéciale pour I’eau et I’assainissement a convertir une partie de leurs contributions
actuelles au compte spécial en apports au compte de fonds renouvelables.

Résumé du projet de procédures et directives opérationnelles de
la Fondation

But

24.  Le projet de directives de la Fondation qui figure dans I’annexe | au présent document définit
I’orientation envisagée pour la Fondation pendant une bonne partie des deux prochaines décennies. Il
énonce clairement ce dont la Fondation a besoin du point de vue opérationnel pour pouvoir jouer le réle
d’élément catalyseur et aider les communautés ainsi que les Etats membres a mobiliser des ressources
en vue de la mise en place de logements et de services d’infrastructure abordables.
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Mandat

25.  Le secrétariat a élaboré le projet de directives dans le but d’aider le Conseil d'administration a
s’acquitter de sa responsabilité de définir I’orientation politique de la Fondation et de fournir a la
Directrice exécutive des outils de contrdle et de gestion efficaces.

26.  Le Secrétaire général, sur la base des dispositions pertinentes du réglement financier et des reégles
de gestion financiére de I’ONU qui ont été adoptés par I’ Assemblée générale, a envoyé une circulaire
(ST/SGB.2006/8) datée du 1°" ao(it 2006 comportant une annexe spéciale au reglement financier et aux
regles de gestion financiére de I’ONU (série 100) relative a la Fondation (série 300). Dans I’article
305.3.5 de ladite annexe spéciale, il est prévu que le Conseil d'administration de I’ONU-Habitat
fournisse des orientations politiques a la Directrice exécutive pour I’établissement de procédures et
directives opérationnelles concernant les principes généraux ainsi que les systémes et proceédures
détaillés de la Fondation, afin de guider les opérations de prét de capitaux de départ remboursables de
cette derniere.

27.  Le projet de directives a été remanié afin de I’aligner sur la résolution 61/206 adoptée le 20
décembre 2006 par I’ Assemblée générale, dans laquelle celle-ci prend acte de I’annexe spéciale et prie
le Conseil d'administration a sa vingt-et-uniéme session de se pencher de fagon approfondie sur toutes
les questions relatives a la Fondation, en ayant a I’esprit la nécessité de mobiliser efficacement des
ressources en sa faveur.

Transparence

28.  Le projet de directives est intentionnellement tres détaillé. A la différence des procédures et
directives générales qui, a I’heure actuelle, gouvernent les opérations de la Fondation, il couvre
I’éventail complet du mandat de cette derniére. 1l prévoit les activités que la Fondation entreprendra au
cours des 10 a 15 prochaines années. Cette approche a été adoptée par souci de transparence, afin de
faire clairement ressortir ce qui est souhaitable a long terme et de classer par ordre de priorité ce dont on
a besoin a court terme pour lancer les procédures permettant a la Fondation de réaliser ses objectifs a
long terme.

Impact

29.  Les directives proposées sont axées sur la réalisation des principaux objectifs du projet de Plan
stratégique et institutionnel a moyen terme pour 2008-2013 et sont une condition préalable a leur
accomplissement. Les procédures opérationnelles exposées dans le projet de directives donneront au
secrétariat la possibilité d’élargir le cadre normatif de I’ONU-Habitat, comme prévu dans le Plan
stratégique et institutionnel a moyen terme, et de mobiliser des ressources aux niveaux international et
local, ce qui permettra a I’ONU-Habitat d’intervenir a plus grande échelle.

Préts ciblés

30.  Leréglement financier initial de la Fondation (1977) prévoyait la possibilité d’octroyer des préts
et de contracter des emprunts. L’annexe spéciale (2006) contient des articles non inclus dans la version
de 1978 (ST/SGB/UNHHSF/Financial Rules 3 (1978)) qui sont nécessaires pour permettre a la
Fondation d’entreprendre des “opérations de prét de capitaux de départ remboursables”. Bien qu’il soit
donc clair que la Fondation peut effectuer des opérations de prét, le projet de directives adopte
néanmoins une approche prudente de I’application du mandat qu’elle a recu en matiére de préts et
d’emprunts, limitant délibérément les préts de capitaux de départ & des montants peu élevés a titre
expérimental. Le but des opérations de prét de capitaux de départ est de mobiliser des investissements.
Cela correspond a I’objectif visé par la Fondation, qui est d’aider avec les Etats membres et les
partenaires de I’ONU-Habitat a obtenir des investissements publics et privés plus importants pour leurs
initiatives dans le domaine des établissements humains.

Fonds renouvelables nationaux

31.  Lesactuelles procédures opérationnelles de la Fondation ne lui permettent pas d’utiliser
efficacement les capitaux limités. Pour le moment, elle ne peut qu’accorder des subventions aux
partenaires au niveau des pays. Il s’agit de versements uniques qui ne sont pas remboursables et ne
peuvent pas étre utilisés pour d’autres projets. Les directives envisagées présentent de procédures qui
permettent a la Fondation d’aller au-dela de I’octroi de subventions a des fonds de préts renouvelables.
Ces fonds permettent aux intervenants locaux d’un pays donné d’utiliser des capitaux de départ pour un

11
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projet, de les rembourser, puis de les rendre disponibles pour d’autres projets. Les institutions
financiéres nationales assumeront les responsabilités fiduciaires pour les emprunts de capitaux de départ
a la Fondation, s’assurant de leur remboursement et de leur mise a disposition pour d’autres projets.

Compte de fonds renouvelables de la Fondation au niveau mondial

32.  De facon importante, le projet de directives prévoit également la récupération par la fondation
des capitaux de départ fournis a des institutions financiéres nationales lorsque ces derniers ne sont plus
requis. Cela permettra a la Fondation de les préter a ceux qui en ont le plus besoin parmi les nombreux
projets qui existent dans différents pays. C’est pour cette raison que le projet de directives propose la
création d’un compte de fonds renouvelables. Il s’agira d’un compte distinct du fonds a des fins
générales et du fonds a des fins spéciales qui servira exclusivement a alimenter les comptes de fonds
renouvelables nationaux.

Structure et capacité de I’ONU-habitat

33.  Le secrétariat reconnait qu’il devra, en s’orientant sur le projet de directives, faire fond sur les
capacités et structures existantes de I’ONU-Habitat pour mettre au point des systémes qui marchent. La
Fondation sera institutionnellement ancrée au sein de la Division du financement des établissements
humains et s’inspirera des innovations du Service pour I’amélioration des taudis et du Fonds
d’affectation spéciale pour I’eau et I’assainissement récemment regroupés dans cette derniére. Le
Bureau de la Directrice exécutive offrira un soutien en matiere de politique stratégique, de suivi et
d’évaluation tandis que la Division de I’appui aux programmes fournira un soutien administratif au plan
des opérations, assurant I’interface avec I’Office des Nations Unies a Nairobi (ONUN). Le secrétariat y
rajoutera des capacités additionnelles pertinentes pour la Fondation, comme prévu dans le Plan
stratégique et institutionnel a moyen terme et dans le projet de directives.

Coopération avec les institutions financieres internationales

34.  Lacoopération avec les intervenants du secteur financier a été soumise a des contraintes du fait
de I’absence des procédures opérationnelles requises. Le projet de directives fournit des moyens
permettant aux institutions financieres internationales, régionales et nationales de collaborer avec
I’ONU-Habitat et, par ce biais, d’offrir des investissements directs a I’intention des organismes ceuvrant
en faveur des pauvres des régions urbaines et des collectivités locales sans subir des codts de transaction
élevés. Les institutions financiéres internationales peuvent, par exemple, mener des activités de co-
financement avec I’ONU-Habitat. Cela implique une étroite coopération avec les intervenants locaux
qui ont obtenu des capitaux de départ auprées de la Fondation, un suivi des précédents établis par ces
intervenants et un accroissement des montants accordeés a titre de capitaux de départ a mesure que les
flux d’investissements provenant des institutions financiéres internationales et régionales prennent de
I’ampleur. Gréace a de tels partenariats, les institutions financiéres seront bien placées pour renforcer les
opérations de prét de capitaux de départ de la Fondation et, puisqu’elles sont représentées au Comité
d’étude des opérations de prét qu'on se propose de mettre en place, pour conseiller le secrétariat sur le
meilleur moyen d’assurer la mise en ceuvre du projet de directives.

Approche par étapes

35.  Une approche par étapes de la mise en ceuvre du projet de directives est proposée pour permettre
au secrétariat de consolider ses actuelles capacités et structure et d’introduire progressivement de
nouveaux systemes ainsi que de nouvelles procédures opérationnelles. Entre la vingt-et-uniéme et la
vingt-troisieme session du Conseil d'administration (2007 et 2009), I’'ONU-Habitat procédera a un essai
des opérations de prét de capitaux de départ du compte de fonds renouvelables dans des pays choisis, en
s’appuyant sur les innovations et les réseaux de partenaires du Fonds d’affectation spéciale pour I’eau et
I’assainissement et du Service pour I’amélioration des taudis, tout en introduisant certains systémes
prévus dans le projet de directives. Entre la vingt-deuxiéme et la vingt-troisieme session du Conseil
d'administration (2009 et 2011), elle analysera les progres faits au plan de I’introduction de telles
opérations dans les villes ou le Fonds d’affectation spéciale pour I’eau et I’assainissement et le Service
pour I’amélioration des taudis operent en paralléle et étendra les opérations du compte de fonds
renouvelables a d’autres villes de certains des 25 pays prévus dans le Plan stratégique et institutionnel a
moyen terme. En outre, cette période de deux ans offrira a I’organisation une occasion d’améliorer
I’élaboration de systémes en s’appuyant sur les lecons apprises et les informations constructives
fournies en retour par les institutions financieres locales, régionales et internationales. Aprés la vingt-
troisiéme session, le secrétariat lancera des procédures appropriées, en s’appuyant sur les orientations
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politiques fournies par le Conseil d'administration, pour développer plus avant les opérations de prét et
d’emprunt de la Fondation.

Consultation

36.  Alalumiere du caractére a la fois nécessaire et complexe que revét la mise en place des
fonctions de prét et, plus tard, d’emprunt de la Fondation, le secrétariat envisage d’adopter une
approche de consultation continue avec le Conseil d'administration durant ses prochaines sessions et les
sessions ultérieures. 1l est prévu que le Conseil d'administration a sa vingt-et-uniéme session approuve
le principe de I’approche par étapes du renforcement de la capacité de la Fondation dans le cadre du
Plan stratégique et institutionnel & moyen terme et prenne acte du projet de directives selon I’approche
prudente précitée. A sa vingt-deuxiéme session qui doit se tenir en 2009, le Conseil d'administration
examinera les progres faits concernant la Fondation, y compris I’essai d’exploitation du compte de
fonds renouvelables. En 2010, I’ONU-habitat fera effectuer une évaluation externe dont le but sera de
faire le point sur le compte de fonds renouvelables et d'émettre des recommandations sur la pertinence
d’une extension des opérations de prét et d’emprunt. A sa vingt-troisieéme session qui doit se tenir en
2011, le Conseil d'administration s’appuiera sur les conclusions d’une évaluation externe pour
déterminer s’il convient de continuer les opérations de prét et d’introduire des opérations d’emprunt.

13
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Annex |
[English only]

UN-Habitat

United Nations Habitat and Human Settlements Foundation

Draft Operational Procedures and Guidelines

Note: this version has been aligned with the promulgated financial rules, which have been in force
since 1 August 2006

For policy guidance from the Governing Council of the
United Nations Human Settlements Programme
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1.2

1.3

1.4

2.1

The United Nations Habitat and Human Settlements Foundation
Operational Procedures and Guidelines

Article 1
Introduction

The present document presents the Operational Procedures and Guidelines of the United Nations Habitat and
Human Settlements Foundation and includes provisions relating to the lending and borrowing operations of the
Foundation. They build on the existing General Procedures Governing the Operations of the United Nations
Habitat and Human Settlements Foundation as adopted by the Governing Council of the United Nations
Environment Programme in its decision 72(1V) 1976 and amended by Governing Council decision 94(V) 1977.

The Foundation was born out of recommendation 17 of the Action Plan for the Human Environment of the
United Nations Conference on the Human Environment held in Stockholm in June 1972 (Report of the United
Nations Conference on the Human Environment (United Nations publication, Sales No. E.73.11.A.14 and
corrigendum), chap. 1l. Sect. B). That recommendation states:

“It is recommended that Governments and the Secretary-General take immediate steps towards the
establishment of an international fund or a financial institution whose primary operative objectives will be to
assist in strengthening national programmes relating to human settlements through the provision of seed
capital and the extension of necessary technical assistance to permit an effective mobilization of domestic
resources for housing and the environmental improvement of human settlements”.

The recommendation, which was endorsed by the United Nations General Assembly in 1972, was subsequently
developed, upon request by the General Assembly, by the United Nations Environment Programme (UNEP)
following its own creation by the General Assembly at the end of 1972, into a proposal for the establishment of
the United Nations Habitat and Human Settlements Foundation. That proposal, based on recommendation 17,
was adopted by the General Assembly in its resolution 3327 (XXIX), and the Foundation was established with
effect from 1 January1975.

In December 1977, the General Assembly adopted resolution 32/162 establishing the United Nations Centre for
Human Settlement (UNCHS) (Habitat), comprising the posts and budgetary resources of the Centre for
Housing, Building and Planning of the Department of Economic and Social Affairs and the United Nations
Habitat and Human Settlements Foundation. The responsibilities and functions of the Governing Council of
UNEP and its Executive Director with regard to the Foundation were entrusted to the Commission on Human
Settlements and its Executive Director. In the same month, by decision 32/451, the General Assembly adopted
United Nations Financial Regulations 5.10 and 9.4 (now renumbered UN-Habitat Foundation regulations 1.2
and 1.1, respectively) giving the Foundation the authority to incur borrowing for reimbursable seeding
operations and to extend loans from borrowed and voluntary resources. In resolution 56/206 of 21 December
2001, the General Assembly confirmed, among other things, the original mandate of the Foundation and the
responsibilities and functions of the Governing Council and the Executive Director as envisaged in General
Assembly resolutions 3327 (XXIX) and 32/162.

The present operational procedures and guidelines follow the structure of and elaborate upon the existing
General Procedures and include new articles covering the lending and borrowing operations of the Foundation,
taking into account the financial rules presented in the special annex for the United Nations Habitat and Human
Settlements Foundation (Series 300) to the Financial Regulations and Rules of the United Nations (Series
100)5, which entered into force with effect from 1 August 2006.

Article 2
Definitions

For the purpose of the present Operational Procedures and Guidelines, the following definitionsé shall apply:

21.1 “Foundation” shall mean the United Nations Habitat and Human Settlements Foundation
(UNHHSF);

16

5 T/SGB/UNHHSF Financial Rules/3 (2006).

6 These are the same definitions used in the special annex for UNHHS 300 series — SG/SGB/UNHHSF Financial
Rules/3 (2006).
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2.1.2 “Governing Council” shall mean the Governing Council of the United Nations Human
Settlements Programme (UN-Habitat);

2.1.3 “UN-Habitat” shall mean the United Nations Human Settlements Programme;

2.1.4 “Government” shall mean the Government of any State that is eligible for membership in the
Governing Council of UN-Habitat;

2.15 “Executive Director” shall mean the Executive Director of the United Nations Human
Settlements Programme (UN-Habitat);

2.1.6 “Administrator” as referred to in the General Procedures Governing the Operations of the
Foundation, adopted by the Governing Council of the United Nations Environment Programme (UNEP) by its
decision 72 (IV) 1976, and amended by its decision 94 (V) 1977, shall mean the Administrator of the
Foundation;

2.1.7 “Programme budget” shall comprise the “programme of activities” and “Programme support
costs” as defined below;

2.1.8 “Project” shall mean an activity separately identified within the programme of activities to be
carried out for a specific purpose and for a definite period of time;

2.19 “Programme of activities” shall mean a plan of activities, including areas for projects in
which the Foundation is to be involved, whether financed on a grant or reimbursable basis or financed partially
or wholly by the Foundation;

2.1.10 “Programme support costs” shall mean the costs of administration and management of the
programme of activities (including programme development and evaluation) and technical and administrative
support of projects;

2.1.11 “Loan Fund”, also to be popularly known as the Revolving Fund Account, shall mean the
account to which resources are deposited specifically for the reimbursable seeding capital operations of the
Foundation, pursuant to UNHHSF regulation 1.1, from:

€)) The Foundation’s borrowing operations;

(b) Voluntary contributions, other than voluntary contributions made to the General Fund, made by
Governments, governmental agencies and intergovernmental organizations and other public or
private entities;

2.1.12 “Reimbursable seeding operations” shall mean Foundation lending operations particularly to
kick-start revolving fund systems at the local level through the provision, on a reimbursable basis, to eligible
public and private institutions, with special emphasis on developing countries and countries with economies in
transition, of seed capital, loan guarantees, including housing loan insurance, and equity investments to
support the mobilization and effective utilization of domestic financial resources for human settlements by
local lending financial institutions, particularly housing finance and community-based savings and loan
organizations and other institutions engaged in low-cost housing and slum upgrading programmes;

2.1.13 “Loan agreement” shall mean a loan agreement between the Foundation and an eligible
recipient of funds through the Foundation’s reimbursable seeding operations for revolving fund activities;

2.1.14 “Foundation borrowing operations” shall mean, pursuant to UNHHSF regulation 1.2,

borrowing from Governments and governmental agencies and intergovernmental organizations by the
Foundation for its Loan Fund as defined above.

17
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Article 3
Definition of human settlements and purpose and primary objectives of the Foundation

A. Definition

For the purposes of the Foundation, “human settlements”_is defined as, and understood to comprise, shelter and
related facilities and services that affect habitability and efficiency from the viewpoints of the quality of life and
economic and social opportunity. Thus, human settlements as a field of policy and action must be considered:

311 In the context of economic and social development;

3.12 In relation to social equity, income distribution and mass poverty;

3.13 In relation to urbanization and its related challenges in today’s, and more so, tomorrow’s
world;

3.14 In the context of the human environment. Man’s concern with quality of life must necessarily

include such a major factor as his or her shelter and the services and environmental aspects of the conditions in
which he or she lives and works in pursuit of sustainable development.

B. Purpose

The basic objectives of the operations of the Foundation are to contribute to assistance for developing countries
for the improvement of their living standards and quality of life and enhancement of opportunities for social and
economic advancement. With these general objectives the Foundation shall serve the following purposes:
3.21 To promote and assist in all appropriate ways in fostering the mobilization of resources for
the human settlements sector and bringing about increased effectiveness in their utilization;

3.2.2 To facilitate and render assistance aimed at improvement in policies and operational
effectiveness of institutions in the sector so that such institutions achieve durable strength and self-sustaining
viability;

3.2.3 To collaborate with other international, regional and national organizations interested in the
sector and to complement, support and encourage their further work and promote international cooperation in
this field;

3.24 To assist the international community to foster more systematic and coherent efforts to deal
with human settlements issues, offering financial products and lending arrangements commensurate with the
needs of developing countries and countries with economies in transition, particularly the needs of lower
income groups.

C. Primary objective of the Foundation

The primary objective of the Foundation is to assist in strengthening national human settlements institutions,
policies, programmes and related activities in urban and rural areas, particularly in developing countries,
through:

331 The provision of seed capital and the technical and financial assistance to necessary permit the
effective mobilization and leveraging of domestic resources for financing projects and programmes for shelter
and related infrastructure and services and for supporting the implementation of the Habitat Agenda, with due
regard to the urgency and magnitude of the needs of lower income groups and slum-dwellers (Millennium
Development Goal 7, targets 10 and 11);

3.3.2 The stimulation of innovative approaches to pre-investment, pre-project and financing strategies for
human settlements activities while drawing on the accumulated practical experience of both the public and
private sectors for the mobilization of financial resources for human settlements;
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3.3.3 The provision of technical assistance services in human settlements and human habitat management,
including training facilities;

3.34 The promotion of transfer and adaptation of appropriate scientific and technical knowledge on human

settlements projects and programmes.

Article 4
Organizational structure of the Foundation

A.  General Assembly

The General Assembly of the United Nations has ultimate authority over the Foundation. It has designated the
Governing Council of UN-Habitat as the governing body of the Foundation, which will report to it through the
Economic and Social Council. Chart 1 below, taken from document ST/SGB/2002/14, sets out the

organizational structure of UN-Habitat.
|Organizational Structure of UN-HABITAT (s1/568/2002114)

General Assembly
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Secretary General Subsidiaries
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B.  Governing Council of the United Nations Human Settlements Programme

Under the authority and guidance of the Governing Council, the Executive Director is responsible for the
management and administration of the Foundation, with due regard to the terms of reference of the Foundation
as stipulated in General Assembly resolution 3327 (XXIX) and reconfirmed in General Assembly resolution

56/206 of 21 December 2001.

The functions and responsibilities of the Governing Council with respect to the Foundation are set out in
General Assembly resolutions 3327(XXI1X), 32/162 and 56/206, among others, and include:

19
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4.3.1 To promote greater cooperation with member States, international organizations and partners in order
to increase the availability of resources to all developing countries, especially those in Africa, and the least
developed countries, and to promote the effective contribution of the private sector and local authorities and
their associations;

4.3.2 To promote adequate shelter for all and sustainable human settlements development in harmony with
the recommendations made by the United Nations Conference on Environment and Development in 1992,
particularly chapter 7 of Agenda 21, taking into account, as appropriate, the relevant outcomes of other major
United Nations conferences and summits;

4.3.3 To continue to give overall policy guidance to and carry out supervision of the operations of the
United Nations Habitat and Human Settlements Foundation;

In order to ensure the effective operation and implementation of the Foundation’s mandate, the Governing
Council, as reflected in the special annex for UNHHSF (series 300) to the Financial Regulations and Rules of
the United Nations (series 100), shall:

44.1 Consider and approve the proposed programme budget of the Foundation (rule 302.2);

44.2 Consider and approve plans presented by the Executive Director regarding the administration
of the Foundation budget and the utilization of its funds, including for lending operations pursuant to UNHHSF
regulation 1.1, in accordance with the United Nations Financial Regulations and Rules and the special annex for
UNHHSF to the Financial Regulations and Rules of the United Nations. (rule 305.3.1);

4.4.3 From time to time, determine, upon recommendation by the Executive Director, the level of
the General Financial Reserve and its composition so as to ensure the financial liquidity of the Foundation
General Fund. Assign the allocation of resources to the Loan Fund Reserve to be established pursuant to the
Operational Procedures and Guidelines from:

@ The General Fund;

(b) The grant component in the Loan Fund; and

(c) Income from investment of Loan Fund resources. (rule 304.3.2).

4.4.4 Determine the limits and specify for which purposes the Executive Director may allocate
funds to carry out the activities of the Foundation (rule 305.3.2.a);

445 Pursuant to rule 305.3.5, provide policy guidance to the Executive Director for the
establishment of operational procedures and guidelines concerning the general principles, detailed systems and
procedures of the Foundation, in order to guide the reimbursable seeding operations of the Foundation with
regard to the following:

@) The terms and conditions under which the Foundation may borrow with due regard to rule
303.9;

(b) Limits on the total value of each of the Foundation’s loans, loan guarantees and equity
investments;

(c) Limits on the size of financial contributions to each project of the Foundation in the form of
grants, loans, loan guarantees and equity investments;

(d) The allocation of Loan Fund resources among types of financial products, i.e., the percentage to
be assigned for seed capital, loan guarantees and equity investment;

(e) The standards to be met by applicants to the Foundation reimbursable seeding operation funds;

()] The terms and conditions by which grants, loans, loan guarantees and equity investments may
be made by the Foundation, including interest rates and other charges;

(9) Policies for the sale of securities provided by the borrowers to the Foundation to private
investors in order to revolve the Foundation’s funds with due regard to rule 303.9.
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4.10

4.4.6 On the request of the Executive Director, provide guidance regarding the terms of reference
of the Lending Operations Review Committee and the criteria for the appointment of its members. (rule
305.3.3.b).

4.4.7 Consider and approve Foundation accounts and records presented by the Executive Director.
(rule 304.3.1);

4.4.8 Consider and approve supplementary programme budget proposals in respect of the current
financial period, submitted by the Executive Director to the Governing Council (rule 302.5);

449 Consider and approve the statements of programme budget implications presented by the
Executive Director under rule 28 of the rules of procedure of the Governing Council (rule 302.6);

4.4.10 Consider and approve reports presented by the Executive Director concerning contributions
other than from Governments to the General Fund. (rule 303.4).

Under its 2005 rules of procedure (rules 22 and 69), the Governing Council may delegate its responsibilities and
authority with respect to the Foundation in part or in whole to a subsidiary body of the Council established by it
specifically for that purpose.

C. Executive Director and Administrator’

Under the authority and guidance of the Governing Council the Executive Director, as confirmed in General
Assembly resolution 52/206, is responsible for the management and administration of the Foundation, with due
regard to the terms of reference of the Foundation as stipulated in General Assembly resolution 3327 (XXIX).

The Executive Director will undertake to strengthen the Foundation in order to achieve its primary operative
objective and to support the implementation of the Habitat Agenda, as stated in General Assembly resolution
52/206 as well as the Declaration on Cities and Other Human Settlements in the New Millennium, with a view
to contributing to the goal of achieving a significant improvement in the lives of at least 100 million slum-
dwellers by 2020 and in recognition of the urgent need to provide increased resources for affordable housing
and housing-related infrastructure and services, prioritizing slum prevention and slum upgrading.8

The Secretary-General shall act as custodian of the Foundation funds9 and shall designate the Foundation’s
bank accounts and the signatories of those accounts. The Secretary-General may delegate to the Executive
Director such authority with respect to the custody of the Foundation Loan Fund (Revolving Fund Account) and
its reserve as will facilitate the efficient and effective management of the Foundation funds. The Executive
Director may accept such delegation in writing.

The Executive Director shall, in accordance with financial rule 304.12, consult with the Under-Secretary-
General for Management on how funds of the Loan Fund and its reserve that are not required for immediate
disbursement may be best invested. The provisions of rules 104.13 and 104.14 shall apply to such funds.

The Executive Director’s responsibilities also include:

4.10.1 Administering the Foundation and providing technical and financial services related to the
Foundation, including the establishment of programme guidelines and directives. He or she shall be the legal
representative of the Foundation;

4.10.2 Seeking the cooperation and support of financial institutions in developed and developing countries in
fulfilment of the objectives of the Foundation;*

4.10.3 Preparing a proposed programme budget on a gross-basis based on the anticipated voluntary

contributions and extrabudgetary funds covering the financial period for both income and expenditures. The
budget shall cover all anticipated programme activities, including lending or revolving fund operations on a
reimbursable basis of the Foundation pursuant to UNHHSF Regulation 1.1, programme support costs of the

7 UNEP/GC/36 Plan and Programme of Operation for the United Nations Habitat and Human Settlement
Foundation, B.4.

8 A/RES/60/1, paragraph 56(m).
9 Pursuant to rule 304.6.
10 ST/SGB/2002/14, paragraph 3.1(f).
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Foundation and provision for contingencies. The format will be consistent with relevant United Nations
budgetary regulations, rules, policies and practices;*

4.10.4 Performing procurement functions for the Foundation;

4.10.5 Undertaking fund-raising appeals and initiatives aimed at substantially increasing Foundation
resources and seeking, following the example of the Global Environment Facility, to obtain from Governments
who pledge to contribute to the resources of the Foundation an instrument of commitment either qualified or
unqualified. Such firm pledges will enable the Executive Director to plan the lending or revolving fund
programme and provide a basis for estimates of the level and timing of receipt of funds;

4.10.6 Maintaining, in compliance with financial rules 306.2 and 304.3.1, the records and accounts of the
Foundation that are necessary to enable the Executive Director to report to the Governing Council, subject to
such instructions as may be prescribed by the Secretary-General;

4.10.7 Preparing and certifying as correct the financial accounts and statements of the Foundation and
submitting them to the United Nations Board of Auditors at the times specified in rule 106.10 (a);*?

4.10.8 Incurring, pursuant to UNHHSF Financial Regulation 1.2 and in accordance with financial rule 303.9,
borrowing for reimbursable seeding operations from Governments and governmental agencies and
intergovernmental organizations for the reimbursable seeding operations of the Foundation, within the limits
set by the Secretary-General from time to time upon recommendation by the Executive Director and upon
authorization by the Controller and with due regard to the prospective resource requirements set by the United
Nations General Assembly and the performance of the Foundation in managing the Loan Fund operations
from voluntary resources. Funds obtained from borrowing shall be credited to the Loan Fund of the
Foundation established by the Executive Director under rule 304.3.2(d);

4.10.9 Incurring external borrowing for the Foundation pursuant to rules 303.9 and 303.10 and ensuring that
the Foundation maintains adequate resources in the Foundation Loan Fund reserve established under rule
304.3.2(e) to secure the liabilities arising from such borrowing.

The Executive Director is also responsible for the administration of the Foundation and is accountable to the
Governing Council for all phases and aspects of the operations of the financial resources of the Foundation.
While retaining this ultimate responsibility, the Executive Director may delegate primary responsibility for
operation and management of the Foundation to the Deputy Administrator.13

D.  Advisory board

The Executive Director shall appoint, pursuant to Section E of Article 111 of decisions 72(1V) and 94(V) on the
Organs of the Foundation of the Governing Council of UNEP, an Advisory Board of about fifteen members
who will serve in their personal capacity and without remuneration and who will be chosen on a broad
geographical basis. The Advisory Board will be chaired by the Executive Director. Members of the Advisory
Board will be appointed for a period of two years and may be reappointed. The Board will advise the Executive
Director, who will also serve as Administrator, on the operations of the Foundation. The Board will normally
meet once a year. Cost of travel in the appropriate class and per diem at the appropriate level shall be decided
upon by the Executive Director in consultation with the Under-Secretary-General of the Department of
Management.14

E. Lending Operations Review Committee
Establishment and composition of the Committee:

4.13.1 A standing committee shall be established by the Executive Director comprising 12 to 15
members appointed by the Executive Director to advise him or her on the administration and management of
the Foundation reimbursable seeding operations to enhance the effectiveness and efficiency of the Foundation.
The United Nations Controller will be an ex-officio member of the Committee. The Committee shall be called

22

11 Rule 302.1.

12 Rule 306.10.

13 UNEP/GC/36, paragraph 12.

14 From current General Procedures Governing the Operations of the Foundation.
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the Lending Operations Review Committee and shall meet twice a year under the Chairmanship of the
Executive Director;

4.13.2 Members shall be appointed for a term of two years and may be reappointed for a further two
terms. Members shall serve in their personal capacity;

4.13.3 Members of the Committee shall be chosen with due regard to regional representation, areas
of professional expertise and the level of contributions by member States to the Foundation. Members of the
Committee shall constitute a team of professionals knowledgeable in lending operations, financial systems,
markets and management, economics, banking and micro-credit;

4.13.4 Major multilateral international and regional financial institutions may be invited to
participate in the meetings of the Committee.

Obijective and activities of the Committee:

4.14.1 The objective of the Committee is to provide advice to the Executive Director on the
administration, management and development of the Foundation reimbursable seeding operations, primarily its
lending operations;

4.14.2 The activities of the Committee shall include:

€)) Assisting in the appraisal of applications by eligible public and private institutions
as referred to in financial rule 301.3 (1), including the appraisal of allocations of resources
between the three funding categories of reimbursable seeding operations as defined in rule
301.3(1);

(b) Reviewing all projects of the Foundation that include a reimbursable seeding
component and provide recommendations regarding the terms and conditions of the operation,
risk level and repayment capacity of the borrower;

(c) Instituting a system of supervision to ensure that Foundation reimbursable seeding
operation funds are used for the purposes for which they are approved and ensuring adherence
by the borrower to the conditions stipulated in the revolving or loan agreement;

(d) Assessing and evaluating periodically the viability and status of the Foundation’s
aggregate outstanding loans and guarantees to ensure that the Loan Fund reserve can always
meet the liabilities of the Foundation from its own resources;

(e) Advising on any other relevant issues that the Executive Director may bring to the
attention of the Committee.

F.  Deputy Administrator

Building on the existing capabilities and structure of UN-Habitat, the Foundation is managed, as stated in
article 4.11 above, by the Deputy Executive Director, in his or her capacity as Deputy Administrator, who shall
be assisted by the Director of the Human Settlements Financing Division.

G. Staff

The staff of the Foundation shall be appointed by the Executive Director for service specifically with the
Foundation. The appointment and promotion of the staff of the Foundation will be subject, unless the General
Assembly decides otherwise, to the provisions of the Staff Regulations and Staff Rules of the United Nations.
Staff paid from the Foundation’s resources will be recruited on as wide a geographic basis as possible.15

In 2007, a year of adaptation for UN-Habitat to internalize the implications of the entry into force of the special
annex for the United Nations Habitat and Human Settlements Foundation (series 300) to the Financial
Regulations and Rules of the United Nations (series 100), the Executive Director will build on the existing

15 AJ/C.5/32/24, Section O.
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structure and staff of UN-Habitat (see chart 1 above). In Phase 1 of the Foundation’s reimbursable seeding
operations during the period 2008-2009, the staffing composition of the Foundation will be designed to ensure
an adequate level of highly qualified staff in the following areas:

4.17.1 Policy and strategic planning and external relations (this function will be discharged by the
Office of the Executive Director;

4.17.2 Financial and technical services (this function will be discharged by subprogramme 4, which
has been renamed the Human Settlements Financing Division);

4.17.3 Monitoring and evaluation (these functions will be discharged by the Office of the Executive
Director - see chart 1, above);

4.17.4 Administration and management (these functions will be discharged by the Programme
Support Division in the Office of the Executive Director);

4.17.5 Auditing and control (these functions will be discharged by the Programme Support Division
in the Office of the Executive Director).

The policy and strategic planning and external relations unit is attached to the Office of the Executive Director.
The responsibilities of this unit will include:

4.18.1 Policy planning in the Foundation to give depth over time in programming so that the
Foundation can adopt strategic approaches in its overall operations as well as in its programmes, in particular
countries and regions, with special emphasis on:

(a) Assisting the Human Settlements Financing Division in sustaining interest and continuity in
particular programmes in developing countries;

(b) Cooperatiing with other financial institutions. The Foundation will maintain close working
contacts with other international and regional bodies within and outside the United Nations
system, particularly financial institutions, as well as with bilateral and other national, private and
public organizations whose interests and operations relate to human settlements financing

activities;
4.18.2 Serving as secretariat of the Advisory Board,;
4.18.3 The fund-raising strategy and follow-up function;
4.18.4 Handling the external relations of the Foundation.

The Human Settlements Financing Division will be headed by the Director of the Division who will report to
the Deputy Administrator. He or she will be assisted by a Deputy Director and an adequate number of
Professional and General Service personnel. The responsibilities of the Division will include:

4.19.1 Supporting pre-investment activities and the preparation of Foundation projects and
programmes;

4.19.2 Appraising the Foundation’s projects and programmes;

4.19.3 Participating in the selection of expertise required for its field operations;

4.19.4 Providing assistance to developing countries relating to financial policies and institutions in

human settlements development programmes;

4.19.5 Examining and reviewing the proposals of developing countries for seed capital inputs as
well as questions relating to housing finance institutions and financial strategies for mobilizing and utilizing
resources for the human settlements sector;

4.19.6 Undertaking the management of any financial resources whose utilization is compatible with
the purposes and functions of the Foundation and the United Nations. Such resources shall constitute trust
funds that are distinct from other accounts of the Foundation. Technical management of such trust funds will be
under the responsibility of the Director of the Human Settlements Financing Division;
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4.19.7 Providing advisory services and technical assistance to governments in order to achieve the
goals of the Foundation and to assist developing countries in the development and preparation of programmes —
with special emphasis on financial resource mobilization and financial institution aspects — relating to the
investment financing phases of human settlements programmes. In this connection the Division will work
closely with the policy planning and external relations unit of the foundation;

4.19.8 Providing and organizing technical services in human settlements financing strategies and
policies, including training facilities and improvement of relevant institutional arrangements;

4.19.9 Providing technical assistance to developing countries in the preparation and implementation
of projects, thereby facilitating and encouraging external financing of human settlements programmes in those
countries;

4.19.10 Serving as secretariat of the Lending Operations Review Committee to be established by the
Executive Director.

The functions of the Administration and Management Unit will be discharged by the Programme Support
Division and will include:
4.20.1 Dealing with the normal day-to-day administrative work of the Foundation;

4.20.2 Undertaking financial controller functions for the Foundation’s Loan Fund and Loan Fund
Reserve and reimbursable seeding activities;

4.20.3 Managing the technical assistance programmes for which the Human Settlements Financing
Division will be responsible on the substantive side;

4.20.4 Providing legal counsel concerning the lending and borrowing operations of the Foundation.
Monitoring and evaluation activities covering the projects and programmes of the Foundation will be

undertaken during and after project and programme execution. The responsibilities of the monitoring and
evaluation unit will include:

4211 Establishing the monitoring and evaluation system to be used for the activities of the
Foundation;
4.21.2 Reviewing project documents during project preparation to ensure that implementation and

impact indicators are adequately defined;

4.21.3 Providing oversight of project-level monitoring and evaluation systems and reviewing the
implementation and impact indicators that are contained in project progress reports;

4.21.4 Coordinating ex post project evaluations following project completion;
4.21.5 Reporting on best practices identified during project implementation;
4.21.6 Liaising with the Policy and Strategic Planning and External Relations Unit to provide solid

inputs as required for decision-making within the strategic and operational planning process.

Auditing and control16 functions will be discharged in the initial stages by the Programme Support Division in
the Office of the Executive Director in accordance with the relevant financial regulations, rules, administrative
instructions and guidelines.

16 Text agreed upon by the United Nations Controller and the Under-Secretary-General of the Office of
Internal Oversight Services shall be incorporated.
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Article 5
Resources of the Foundation

A.  Voluntary contributions, donations and gifts

51 An important source of funds for the Foundation will be voluntary contributions, donations and gifts from
member States. In addition, the financial support of private organizations may be sought.17

B. Other sources of income

5.2 In addition to the voluntary contributions it receives, the Foundation will have access to the following sources
of income during a given financial period:18

521 Funds for overhead costs from projects executed by the Foundation on behalf of other
organizations, including United Nations bodies;

522 Interest and service charges earned in connection with reimbursable seeding operations;

523 Commitment charges in connection with loans made for reimbursable seeding operations in
cases where loan principal is set aside for recipients and not drawn down;

524 Interest earned on investments pursuant to rule 304.12;

521 Repayments of loans that will replenish the Loan Fund (Revolving Fund Account).

C. Borrowing

5.3 On the authority delegated to the Executive Director by the Secretary-General, he or she may incur, pursuant
to UNHHSF Financial Regulation 1.1 and in accordance with financial rule 303.9, borrowing from
Governments and governmental agencies and intergovernmental organizations for the reimbursable seeding
operations of the Foundation, within the limits set by the Secretary-General from time to time upon
recommendation by the Executive Director and with due regard to the prospective resource requirements set
by the United Nations General Assembly and the performance of the Foundation in managing the Loan Fund
(Revolving Fund Account) operations from voluntary resources. Funds obtained from borrowing will be
credited to the Loan Fund of the Foundation that will be established by the Executive Director under Rule
304.3.2(d).

D. Resource mobilization

5.4 Mobilizing funds from private investors and lenders for projects in developing countries, particularly in the
private sector, is one of the Foundation’s essential functions. The Foundation will actively seek partners for
joint ventures and raise additional financing by encouraging other institutions to invest in Foundation projects.

55 To achieve this goal the Foundation will:

55.1 Act as a catalyst in order to mobilize capital from institutions that would not invest without
the Foundation’s involvement, thereby greatly increasing the leverage of its limited resources;

55.2 Strengthen partnership with and between financial institutions, investors and clients in order
to better match financial services to clients’ needs;

553 Pioneer transactions that are the first of their kind to a particular municipal infrastructure,
investment and market, particularly with respect to mortgage finance for low-income groups (innovative
approach).

17 AJC.5/32/24, paragraph 31.

18 AJC.5.32/24, paragraph 39.
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Article 6
Resource allocation

The Governing Council will establish guidelines and priorities, taking into account the recommendations of
the Executive Director, regarding the allocation of resources received from Governments and other sources as
voluntary contributions to be used for seed capital operations, technical assistance activities and programme
support costs.

Among the main factors that determines the allocation of Foundation resources among eligible public and
private institutions are the needs and performance of each country in implementing policies that promote
economic growth, poverty reduction and national human settlements development. Another is the financial
track-record of private institutions.

With respect to the allocation of the financial resources available to the Foundation, the following allocation
guidelines and criteria will be applied:19

6.3.1 Need: Priority will be given to those countries where there is a clear indication of greater
need for improvement of habitat and human settlements conditions;

6.3.2 Resources: Priority will be given to developing countries, particularly those where there is a
clear mismatch between needs and resources. The Foundation’s resources will be used to play a catalytic and
pioneering role in pro-poor human settlements financing policy development and institution building;

6.3.3 Policy framework: The relevance of proposals to sound overall habitat and human
settlements policy and the attitude and resolve of recipient countries to deal effectively with the improvement
of housing and related facilities for lower-income groups in urban and rural areas will be crucial. The
Foundation will take fully into account the characteristics of the economic and social structure and the
development process of a country. In so doing it will also seek to have its programmes fit into the human
settlements policy frameworks of the recipient countries to ensure their effectiveness in attaining the desired
goals and objectives, including gender equity;

6.3.4 Demonstration value of programmes and projects: Programmes and projects will be
prioritized based on their potential demonstration value, capacity to leverage public and private resources and
replicability. Programmes and projects having demonstration value will enable the Foundation to develop
typologies of certain problems in the field of human settlements from which more or less standardized
elements of solutions might be drawn and applied with appropriate modifications to suit the requirements of
different situations;

6.3.5 Opportunity for innovation: The General Assembly resolution establishing the Foundation
calls for the stimulation of innovative approaches on the part of the Foundation in dealing with human
settlements problems. In considering proposals, the Foundation will focus on those that offer opportunities to
identify, encourage and support innovative approaches which promise to provide effective means for meeting
the challenge of improving and developing human settlements programmes in developing countries and
countries with economies in transition, as appropriate;

6.3.6 Partnerships: Priority will be given to programmes and projects which will enable the
Foundation to promote better solutions and joint financing arrangements through the establishment of
partnerships with multilateral and bilateral agencies as well as private financial institutions;

6.3.7 Potential for success: Priority will be given to programmes and projects which have good
prospects for success without prejudice to the need to support innovative pilot programmes in challenging
environments such as huge slum settlements.

With regard to reimbursable seeding capital operations, three criteria will be taken into consideration to
determine countries’ eligibility to borrow Foundation resources:

6.4.1 Relative poverty, which is defined as GNP per capita below an established threshold ($965
as of July 1 2005 (source: World Bank) and is to be reviewed periodically by the Governing Council upon the
recommendation of the Executive Director;

19 UNEP GC19 (A/9575) Report of the Secretary General on the Establishment of an International Fund
or Financial Institution for Human Settlements.
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6.4.2 Good policy performance, defined as the implementation of pro-poor economic and social
policies designed to promote growth as they reduce poverty and improve the supply of affordable low-income
housing and slum upgrading;

6.4.3 Ability to borrow on market terms at commercial rates and availability of commercial
lending to finance shelter and related activities in a country;

The amount of funds that the Foundation will provide as a loan, loan guarantee or equity investment will
depend on:

6.5.1 The borrower’s need, as presented in the project proposal and as verified through technical
review by the Foundation;

6.5.2 The total amount of funds of the Foundation and, in particular, of the Loan Fund (Revolving
Fund Account), and the apportionment by the Governing Council, upon the recommendation of the Executive
Director, of these funds among the three funding categories (loans, loan guarantees and equity);

6.5.3 The ability of the borrowing institution to absorb and effectively utilize funds provided by
the Foundation under its reimbursable seeding operations.

The Foundation, in collaboration with the Governments concerned, will give emphasis to programmes and
projects for creating or strengthening appropriate institutions and systems necessary to mobilize domestic and
external resources, giving priority to the former, and to allocate such funds to the most appropriate
investments, consistent with national and local objectives in pursuit of implementation of the Habitat Agenda.
Proposals for both urban and rural settlements will be considered and emphasis will be placed on channeling
resources to meet the needs of lower-income groups20 and with due attention to gender equity. Such
institutions will include savings and credit facilities which collect deposits from the household sector,
including building societies, savings banks, credit unions and cooperatives, mortgage institutions and national
housing banks or other publicly financed institutions engaged in resource mobilization and utilization.

In the allocation of its resources the Foundation will pay due regard to the desirability of maintaining
geographic balance across the regions and correcting institutional inequities constraining access to decent
housing because of gender or age.

The Foundation will seek to maintain reasonable diversification in its investments in equity capital; it will not
assume responsibility for managing any entity or enterprise in which it has an investment, except where
necessary to safeguard its investments, in which case it will appoint or outsource such management
responsibility. When the sale of the Foundation equity does not adversely affect the enterprise, consideration
shall be given to the use of resources from the sale of equity in other projects where such a catalytic role is
needed in line with its Revolving Fund Account objectives.

Article 7
Lending operations

A.  Eligibility criteria

Eligible recipients are:

7.11 Governments of States who are eligible for membership in the Governing Council as well as
local governments, municipalities, provinces or organizations of any eligible Government;

7.12 Public and private companies, foundations, non-governmental organizations and projects
registered lawfully to carry out their business in a State whose Government is eligible in accordance with the
present article;

7.13 Joint ventures, be they in the domestic public sector or the foreign public or private sectors,
and joint private domestic and foreign ventures;

7.14 Private foreign establishments legally incorporated in the recipient country;

28

20 UNEP/GC/36, paragraph 53.
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7.15 Public international, regional or national organizations;

All countries, particularly developing countries and countries with economies in transition, that are eligible for
membership of the Governing Council are eligible to receive reimbursable seeding operation funding,
including loans, loan guarantees and equity investments, with due regard to article 6.3;

Reimbursable seed capital and equity investments will also be provided to eligible and qualified savings and
credit facilities that collect deposits from the household sector, including building societies, savings banks,
cooperative and similar organizations, mortgage institutions, national housing banks or other publicly financed
institutions engaged in resource mobilization for shelter and related infrastructure;

The Foundation will not provide financing if in its opinion such financing is available from other sources on
terms that are reasonable for the recipient in line with Article 6.4.3;

Loan guarantee and mortgage insurance will be extended, in addition to those recipients mentioned above, to
retail banks to encourage the flow of domestic resources to qualified developers and local authorities for
shelter and related infrastructure;

All Foundation reimbursable seeding operations will require a “no-objection” certificate from the Government
in whose territory the project is to be implemented.

B. Lending from voluntary contributions

A primary function of the Foundation is the provision of seed capital to developing countries to give strength
to institutions early in their lives or during a period of strengthening. The Foundation will provide seed capital
to eligible public and private institutions from voluntary contributions at no interest (with or without a small
service charge for administrative costs) or as a credit with a nominal interest of between 2 and 3 per cent21 for
programmes and projects addressing the needs of low-income groups, particularly in slum areas.

Loans will normally be extended for a period up to 15 years, including a grace period of up to five years
during which no payment will be required on the principal amount of the loan. The repayment period should
be set to be as short as possible in order to allow for the revolving use of Foundation funds.22

The Foundation will transfer loan funds to a borrower through a handling bank selected by the Foundation in
accordance with an agreed transfer schedule that will form part of the loan agreement between the Foundation
and the borrower through the handling bank. The loan amount and repayment schedule will be expressed in
United States Dollars,23 with due regard to article 7.14 below on repayments, or in other acceptable currencies
where applicable.

A separate account will be established by the borrower for the purpose of receiving loan disbursements from
the Foundation’s handling bank and for payment of expenses incurred under the loan agreement that is
established between the Foundation and the borrower through the handling bank.24

The Borrower will pay to the Foundation a commitment charge on the principal amount of the loan not
withdrawn and a nominal interest rate per year on the outstanding principal of the loan. The amount of the
commitment charge and the interest rate charge will be established by the Executive Director, taking into
account the recommendations of the Lending Operations Review Committee. Repayment of principal and
interest will be made annually in accordance with the amortization schedule that will form part of the loan
agreement between the Foundation and the Borrower.

Payments of principal, interest and other charges to the Foundation by the borrower will be made in United
States Dollars or in other currencies acceptable to the Foundation at the United Nations operational rate of
exchange in effect on the date that payment is made. All payments to the Foundation will be made by the
borrower to the accounts designated by the Foundation through the handling bank.25

The principal of, and interest and other charges on, any loan will be repaid by the borrower without deduction
for, and free from, any taxes and free from all restrictions imposed under the laws of the authorities of the
territory in which the project funded by the loan takes place. Loans from the Foundation will be free of any

21 AJC.5/32/24, paragraph 26.

22 Ibid.

23 AJC.5.32/24, Model Loan Agreement.
24 Ibid.

25 ibid, paragraph 2.06.
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taxes that may be imposed under the laws of the borrower or laws in effect in its territories on or in connection
with the execution, issue, delivery or registration thereof, and the borrower will pay all such taxes, if any,
imposed under the laws of the country or countries in whose currency the loan is payable or in the territories of
such country or countries.26

The borrower will maintain, or cause to be maintained, records adequate to identify the goods and services
financed with the proceeds of the loan, to disclose the use thereof in the project, to record the progress of the
project and to reflect in accordance with consistently maintained sound accounting practices the operations
and financial condition of the borrower or its agencies responsible for the carrying out of the project or any
part thereof or for the maintenance of all work facilities and equipment related thereto and will allow the
Foundation and its agents to inspect the project, the goods financed out of the proceeds of the loan and any
relevant records and documents.27

In making or guaranteeing a loan, the Foundation will pay due regard to the prospects that the borrower and its
guarantor, if any, will be in a position to meet their obligations under the loan contract.28

In the case of a direct loan made by the Foundation, the borrower will be permitted by the Foundation to draw
its funds only to make expenditures in connection with the project at the time such expenditures are to be
made.29

The Foundation, in collaboration with the handling bank, will take the necessary measures to ensure that the
proceeds of any loan made, guaranteed or participated in by the Foundation are used only for the purposes for
which the loan was granted and with due attention to considerations of economy and efficiency.30

C. Lending from external borrowing

UNHHSF Financial Regulation 1.1, adopted by General Assembly resolution 32/451

Under rules established by the Secretary-General, loans may be made from the resources of the
United Nations Habitat and Human Settlements Foundation, including those borrowed pursuant
to UNHHSF Regulation 1.2, in the implementation of the approved programmes of the
Foundation.

The Foundation will move into lending from borrowed money very cautiously. Close relations will be
established with other relevant multilateral and bilateral financial institutions and development agencies to
learn from their best practices in this area. In the initial years, lending operations will be made to qualified
borrowers exclusively from the Foundation’s voluntary contributions.

The Foundation will lend funds from external borrowing to eligible national public and private institutions (see
article 7.1) for financing housing schemes for middle- and lower-income groups and to municipalities with
good credit ratings at a relatively lower interest rate than the one prevailing in the market. The conditions on
lending, including the spread between market rates and the Foundation lending rate, grace period and
amortization period, administrative fees and commitment charges, will be established by the Executive
Director in accordance with the guidelines of the Governing Council and taking into account the
recommendations of the Lending Operations Review Committee and with special regard to the terms and
conditions under which the Foundation has borrowed the funds. The provisions of the model Loan Agreement
will also apply to reimbursable seeding operations financed from the external borrowing of the Foundation.

The ratio of the Loan Fund Reserve to the Foundation loan portfolio from borrowed resources will be
determined in accordance with the guidelines of the Governing Council and taking into account the
recommendations of the Lending Operations Review Committee with due regard to Foundation financial rules
303.9 and 303.10. This ratio will be reviewed from time to time by the Lending Operations Review Committee
and may be modified by the Executive Director taking into account the recommendations of the Committee.

30

26 ibid, paragraph 2.07.

27 ibid, paragraph 4.03.

28 Agreement Establishing the Asian Development Bank, Article 14, paragraph (vi).
29 Agreement establishing the Asian Development Bank, Article 14, paragraph (x).
30 Agreement establishing the Asian Development Bank, Article 14, paragraph (xi).
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D.  Procedures for reimbursable seeding operations

The Foundation shall carry out its reimbursable seeding operations in accordance with the relevant resolutions
of the General Assembly and the Governing Council and in full compliance with the financial regulations and
rules of the Foundation as promulgated by the Secretary General on 20 July 2006, which entered into force
onl August 2006.

The applicant for a loan, loan guarantee or equity investment shall submit a detailed proposal containing
information in a format designed by the Foundation for this purpose.

The staff of the Foundation or consultants contracted by the Foundation for such purpose will review the
proposal and present a written report to the Executive Director assessing the technical merit of the proposal
and providing recommendations regarding its approval for further development.31

In considering a request for a loan, loan guarantee or equity investment, the Foundation will take into account
the ability of the prospective borrower to obtain such financing from other sources on terms which, in the
opinion of the Foundation, are reasonable for the borrower, taking into account all pertinent factors.32

In making or guaranteeing a loan, the Foundation will pay due regard to prospects that the borrower and its
guarantor, if any, will be in a position to meet their obligations under the loan contract.

In guaranteeing a loan or other obligation the Foundation will charge a guarantee fee payable periodically on
the amount of the loan outstanding at a rate determined by the Executive Director. Guarantee contracts
concluded by the Foundation will provide that the Foundation may terminate its liability with respect to
interest if, upon default by the borrower and by the guarantor, if any, the Foundation offers to purchase, at par
and with interest accrued to a date designated in the offer, the obligation guaranteed.33

In projects involving loan guarantees, the main product of the Foundation will be local currency guarantees for
domestic bank loans and bonds, rather than direct provision of loans or equity investments. The rationale is
that guarantees have a major demonstration effect or learning impact on local lending institutions and
encourage them gradually to assume more, and ultimately all, of the risk. A guarantee instrument can also be
tailored to allow increased leverage as risk perceptions improve over time. Furthermore, the availability of
secure and attractive guaranteed debt instruments will provide investors with more choices, encourage local
savings and reduce capital flight and thus strengthen the local capital market.34

The value of guarantees issued by the Foundation will initially be limited to the amount of paid-in capital of
the Foundation. Over time the ratio will be increased to 3.5:1, which is the ratio adopted by the Multilateral
Investment Guarantee Agency.

In the case of blended operations involving technical assistance provided by the Foundation on a grant basis as
well as reimbursable seed capital operations, the costs associated with the technical assistance component of
any project will be borne by the Foundation and charged to the income from the loan provided by the
Foundation.

The Secretary-General will establish guidelines regarding:

7.32.1 The percentage of the loan guarantee portfolio that should be reinsured;
7.32.2 The amount of risk that commercial lenders will be required to assume;
7.32.3 The percentage of project costs that will be met by down payments or contributions from

project sponsors or beneficiaries.

These guidelines shall be, established by the Secretary General based on the recommendations made by the
Executive Director who, in turn, shall take into account the recommendations of the Lending Operations
Review Committee.

In designing projects involving seed capital the Foundation will, as in the case of extending technical
assistance, examine existing institutions and identify bottlenecks to the effective mobilization and utilization of
domestic resources.

31 Agreement Establishing the Inter-American Development Bank, Section 7.
32 Ibid.

33 Agreement Establishing the Inter-American Development Bank, Section 11.
34 HSP/GC/19/2/Add.4, paragraph 55.

31



HSP/GC/21/5/Add.3

7.34

7.35

7.36

7.37

8.1

32

A principal use of seed capital will be to help newly established institutions to accumulate the minimum
amount necessary to begin their operations and to sustain themselves until earnings from their operations are
adequate. Such external help in the form of seed capital could be a crucial factor in establishing and
strengthening domestic financial institutions concerned with human settlements programmes. The Foundation
will extend seed capital from its own resources, but it will also encourage the active participation and
collaboration of other agencies and bodies within the United Nations system and regional and private sector
financial and technical institutions as joint financiers providing seed capital. In some cases, the Foundation
might confine its assistance to the provision of technical services but it is more likely that the extension of seed
capital finance would be accompanied by assistance with technical services.

E.  Equity financing

The Foundation will take equity stakes in private sector companies and other entities such as financial
institutions and portfolio and investment funds in member States. The Foundation will participate as a
long-term investor and will normally maintain equity investments for a period of up to five years. In cases in
which the withdrawal of its investment might have adverse effects on the operations of the enterprise, it will
consider extending the period of its investment beyond five years. When the time comes to liquidate its
investment in a given enterprise, the Foundation will endeavour to do so by selling its shares through the
domestic stock market in a way that will benefit the enterprise, often in a public offering.

The Foundation will operate its equity financing on a commercial basis. It will invest exclusively in for-profit
projects and will, notwithstanding its development objective, charge market rates for its products and services.
To ensure the participation of private investors, the Foundation will generally subscribe up to 15 per cent of a
project's equity and in exceptional cases up to 35 per cent. The Foundation’s equity investments will be based
on project needs and anticipated returns. The Foundation will not take an active role in company management.

The Foundation will risk its own capital and does not necessarily require government guarantees for its equity
investment. To meet national ownership requirements, however, the Foundation’s shareholdings can be treated
as domestic capital or local shares.

Article 8
Borrowing operations

UNHHSF Regulation 1.2, adopted by General Assembly resolution
32/451

Under rules established by the Secretary-General, borrowings may be incurred
for the reimbursable seeding operations of the United Nations Habitat and
Human Settlements Foundation from governments and governmental agencies
and intergovernmental organizations provided that:

(a) The net borrowings outstanding at any time under this regulation
shall not exceed limits established by the Secretary-General, with due regard to
the maintenance of adequate reserves to secure such borrowings and to the
proper functioning of the Foundation;

(b) The principal of any borrowings under this regulation and any
interest or other charges thereon shall only be payable from the resources of the
Foundation, and no lender shall have any claim against the United Nations or
any of its other assets. Resources of the Foundation may be committed as
security for the repayment of borrowings and the charges thereon. The
Executive Director shall identify the resources which will be available for this
purpose.

A.  Foundation authority for external borrowing

Borrowing by the Foundation for reimbursable seeding operations has been authorized by the General
Assembly in UNHHSF Financial Regulation 1.2 from Governments, governmental agencies and
intergovernmental organizations provided that:

8.1.1 The net borrowings outstanding at any time under this regulation do not exceed limits
established by the Secretary-General, with due regard to the maintenance of adequate reserves to secure such
borrowings and to the proper functioning of the Foundation;
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8.1.2 The principal of any borrowings under this regulation and any interest or other charges
thereon, including those under rule 304.16(b) will only be payable from the account from which the principal
amounts were obtained and that no lender will have any claim against the United Nations or any of its other
assets. Only resources from the Foundation Loan Fund and its reserve may be committed as security for the
repayment of borrowings and the charges thereon, including those under rule 304.16(b). The Executive
Director will identify the resources which will be available for this purpose.

Borrowing for reimbursable seeding operations will be incurred by the Executive Director, in accordance with
rule 303.9, within the limits set by the Secretary-General from time to time based upon the recommendations
made by the Executive Director and with due regard to the prospective resources requirements set by the United
Nations General Assembly and the performance of the Foundation in managing the loan fund operations from
voluntary resources. Funds obtained from borrowing shall be credited to the Loan Fund of the Foundation.35

Borrowed funds will be kept in a separate account from other Foundation, UN-Habitat and United Nations
accounts and will be used by the Foundation only for reimbursable seeding operations and the related
administrative cost of such operations.

In undertaking external borrowing for the Foundation, the Executive Director will ensure that the Foundation
maintains adequate resources in the Foundation Loan Fund Reserve to secure the liabilities arising from such
borrowing, taking into account the prospective resources requirements set by the United Nations General
Assembly and the performance of the Foundation in managing the Loan Fund operations from voluntary
resources.

The maximum amount that the Foundation is permitted to borrow will be set by the Secretary-General on the
basis of the recommendation of the Executive Director in relation to the capital received by the Foundation
from voluntary contributions and other sources, after setting aside amounts to be reserved for technical
assistance grants, seed capital and administrative expenses. The amount thus set aside will constitute a part of
the invested funds of the Foundation and may be pledged, as necessary, as security for amounts borrowed.36
The Secretary-General, upon the recommendation of the Executive Director, will establish and review
periodically the limit on the amount of funds to be borrowed by the Foundation, taking into account the
experience of the Foundation in its lending operations and funds received by the Foundation from voluntary
contributions and other sources.

The Foundation will only accept loans with such terms that will allow it to obtain a reasonable spread between
the cost of borrowing and the interest it earns on funds that it lends. In borrowing funds, the Foundation shall
comply with competitive procedures set by the Secretary-General for this purpose.37

The Foundation will take a cautious and conservative approach to borrowing. This approach, will ensure
compliance with the Foundation Financial Regulations and Rules, in particular, rules 302.1, 303.9, 303.10. The
approach is reflected in the following three phases:

8.7.1 Phase 1 (2007-2011): Lending from voluntary contributions: Initially, the Foundation
will provide financing for reimbursable seeding operations solely from the capital it receives from earmarked
voluntary contributions and other such sources. Only after having achieved a demonstrated track record of
successful lending from its voluntary contributions will the Foundation undertake borrowing activities. The
Lending Operations Review Committee will provide recommendations on specific indicators and benchmarks
that will be applied to evaluate the performance of the Foundation in reimbursable seeding operations;

8.7.2 Phase 2 (2102-2016): Government and institutional borrowing: Having achieved the
phase 1 benchmarks, the Foundation may embark on borrowing operations, within limits set by the
Secretary-General and upon the recommendation of the Executive Director, from Governments, governmental
agencies and intergovernmental organizations, subject to an evaluation report to be prepared by the Loan
Operations Review Committee (discussed below) and submitted to the Governing Council at its twenty-third
session and to the provisions of financial rules 303.9 and 303.10. The Lending Operations Review Committee
will provide recommendations on specific indicators and benchmarks that will be applied to evaluate the
performance and institutional capacity of the Foundation for phase 2 reimbursable seeding operations.

8.7.3 Phase 3: Issuance of debt: Only after having achieved the phase 2 benchmarks and a
demonstrated track record of successful borrowing and lending will the Foundation undertake to raise funds by

35 Financial rule 303.9.
36 AJC.5.32/24, paragraph 34.
37 Financial rule 303.9(g).
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issuing debt such as bonds and other debt instruments. The Secretary-General, in accordance with financial
rules 309 and 310, and upon the recommendation of the Executive Director, shall set the limit at which the
Foundation will be authorized to issue its own debt instruments, either directly on its own or through eligible
financial institutions in borrowing countries.

B.  Liability for borrowing incurred by the Foundation

Pursuant to UNHHSF Financial Regulation 1.2 (b), the repayment of borrowing under the Regulation, including
the principal amount and any interest or other charges thereon, will be made only from the resources of the
Foundation Loan Fund and its reserve and not from other accounts or resources of the Foundation, UN-Habitat
or the United Nations, and no lender will have any claim against UN-Habitat, the United Nations, or any of
their assets. Only the resources of the Foundation, as identified by the Executive Director, may be committed as
security for the repayment of borrowings and charges thereon. As such, the borrowing of money by the
Foundation from Governments or other sources will constitute a liability solely against the resources set aside
by the Foundation to secure such borrowings.38 This limitation of liability will be explicitly stated in all loan
agreements.

Article 9
Programme activities

Preparation of the biennial programme budget

The Executive Director will prepare on a gross basis a proposed biennial programme budget covering expected
income and anticipated expenditures, based on the anticipated voluntary contributions and extra-budgetary
funds for the two-year period. The budget will cover all anticipated activities, including the projects to be
carried out under lending operations on a reimbursable basis of the Foundation pursuant to UNHHSF Financial
Regulation 1.1 and programme support costs of the Foundation. The format will be consistent with relevant
United Nations budgetary regulations, rules, policies and practices. The programme budget will include
provision for contingencies.39

The portion of the proposed programme budget covering programme support costs will be submitted to the
Advisory Committee on Administrative and Budgetary Questions for examination and comment.
Subsequently, the entire proposed programme budget and the comments of the Advisory Committee will be
submitted to the Governing Council for its approval.40

Supplementary programme budget proposals in respect of the current financial period, prepared in a form
consistent with the programme budget, will be submitted by the Executive Director to the Governing Council,
together with the comments of the Advisory Committee on Administrative and Budgetary Questions on the
programme support costs, in time for the opening of its regular session in the calendar year involved.41

Article 10
Projects

A.  General principles

The operations of the Foundation will provide principally for the financing of specific projects, including those
forming part of a national, subregional or regional development programme (see article 7.1). The projects may
include one or more of the following:

10.1.1 Grants to eligible national and subnational Governments, local governments, regional
municipalities, government agencies, financial institutions, eligible non-governmental entities, private sector
entities;

10.1.2 Reimbursable seeding operations, including loans and/or guarantees of loans and/or equity
investments, made to eligible Governments, government agencies, financial institutions and private sector
entities.
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Projects may include one or more of the following components:

10.2.1 Development operations for shelter and related infrastructure;

10.2.2 Research;

10.3.3 Technical assistance and training;

10.4.4 Reimbursable seeding capital for loans and/or loan guarantees and/or equity investment.

In rendering its technical and financial services, the Foundation will be responsible for the projects and
programmes it finances, whether carried out directly or by others on its behalf. In assuming this responsibility,
the Foundation’s professional staff will assess project proposals and help in the formulation and management
of programmes. In performing these functions, the Foundation will decide which kinds of expertise will be
required for a particular task and then locate and employ such expertise as required.42

It is not intended that the professional staff of the Foundation shall perform all of the technical and financial
services to be provided by the Foundation. It should concentrate mainly on stimulating, facilitating, supporting
and supervising action by others. Thus, in pursuance of its responsibility, it will often entrust the
implementation of services to other competent bodies within and outside the United Nations system and limit
direct action by itself to the design and field testing of special pilot programmes before they can be outsourced
at any scale.

The Foundation will emphasize projects and programmes that have an operational content and purpose. In
extending financial and technical services, it will pursue clearly identified, result-oriented objectives.

The building or strengthening of institutions, with or without the infusion of seed capital, and the concern with
improved financial strategies and housing finance policies, may often form part of a total programme
involving mobilization of domestic as well as external resources. This may give rise to the need for assistance
in the pre-investment and project preparation phases of human settlements investment activities to which the
Foundation may respond. The Foundation, in its consideration of a country’s programme, will take due
account of the likely timing of its various stages and accordingly make provision, within its mandate, for
assistance through the various phases of programme and project preparation. At this stage, the Foundation will
seek and welcome earmarked voluntary contributions from governments, governmental agencies and financial
institutions through other technical assistance projects of UN-Habitat divisions.

B. Identification

At the identification stage, an eligible applicant presents a request to the Foundation to consider specific
operations for grants or reimbursable seeding financing. The Foundation and the applicant then identify the
issues to be addressed while designing the project and establish the strategy for project preparation. Projects
first appear in the project pipeline at the identification stage. There may be some need for individual
consultants at this stage.

The Foundation will work closely with other interested agencies and bodies during the pre-investment and
project preparation phase in order to contribute to orderly and coherent collaborative work among the different
parts of the international community concerned with human settlements. In particular, the Foundation will
strive to establish close working relationships with multilateral development banks in order to associate them
in the pre-investment and project preparation stages43 as far as possible.

The identification of a project can come from several sources. Projects may be identified by any of the
following eligible recipients (see article 7.1): the government of a territory included within the Foundation
membership, local governments, a political subdivision of any of the foregoing, a public or private entity in the
territories of a member or members of the Foundation, or a public international, regional or national
organization.

For a project to be formally identified as a priority project and included in the Foundation’s two-year work
programme, it must have the provisional support of both the Government of the territory where the project is
to take place and the Foundation to ensure that its objectives are shared by both. It must also meet a prima
facie test of feasibility, i.e., that technical and institutional solutions are likely to be found at a cost
commensurate with expected benefits.

42 UNEP/GC/36, paragraphs 22 to 29.
43 UNEP/GC/36, paragraph 57.
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The Executive Director, upon request from and in collaboration with the Governments and eligible applicants
concerned, will formulate projects within the scope of the primary operative objective of the Foundation in
accordance with policy directives issued by the Governing Council.

For each project, a project document shall be drawn up describing all financial, technical, managerial and other
resources required for the successful implementation of the project and stating clearly the responsibility for
providing these resources of the Foundation, participating Governments and agencies concerned and co-
financiers, if any.

Once identified, a project submitted by an eligible applicant is incorporated into a rolling two-year work
programme for the country in whose territory the project is to take place. A given country’s rolling work
programme forms the basis for the Foundation’s future operations in that country and is used for programming
and allocating funds for the Foundation’s operations and to ensure that adequate resources are available to
support each successive phase of a project cycle.

C. Preparation

The preparation stage is carried out by the applicant in collaboration with the Foundation and, if necessary,
with technical assistance financed by the Foundation. The purpose of this phase is to define the scope of the
project in more detail; establish its components; determine costs and financial, institutional and social issues;
and carry out an environmental impact assessment and other engineering and design studies. Consulting firms,
hired by the applicant with or without financing provided by the Foundation, are often required during project
preparation.

Once a project has been incorporated into the work programme for the biennium, an extensive preparation
period of close collaboration between the Foundation and the beneficiary or executing agency begins. A
project document is prepared for each project, describing its objectives, identifying principal issues and
establishing a timetable for its further processing.

The preparation of a project feasibility study transforms the project idea into a detailed proposal that covers the
full range of technical, economic, financial, social, institutional and environmental aspects. The goal is to
come up with the best method of achieving the project’s objectives by comparing alternatives on the basis of
their relative costs and benefits.

Formal responsibility for project preparation rests with the beneficiary or executing agency. The Foundation
plays an active role in ensuring a timely flow of well-prepared projects, including by ensuring that the
beneficiary has the capacity and resources to prepare the project and understands the Foundation’s
requirements and standards and by updating and filling in the gaps in project preparation documents, if
required.

At the request of an eligible applicant, the Foundation can extend financial and technical assistance for project
preparation in a number of ways. It can provide grants or technical assistance for the preparation of a
feasibility study, for detailed design, for the preparation of tender documents or for project supervision. In
providing such assistance, the Foundation ensures that the concerned Government and the beneficiary are fully
committed to the project and deeply involved in its preparation.

D. Appraisal*

The appraisal stage is carried out by the Foundation to assess the financial, technical, social and environmental
feasibility of a project according to the Foundation’s criteria and the observations and recommendations of the
Lending Operations Review Committee. During this stage, a detailed schedule of goods and services required
for project execution is prepared, along with executing arrangements. If required, the Foundation will hire
individual consultants to assist in project analysis.

An appraisal mission examines such matters as components to be financed by the Foundation, terms and
conditions of Foundation financing, project procurement action plans, project implementation plans and
disbursement profiles. It also reviews the legal aspects of the project, including the draft project financing
agreement and conditions of effectiveness, and concludes an understanding on these issues with the
beneficiary or borrower and the executing agencies. The appraisal mission and the beneficiary should
endeavour to agree on the measures necessary to assure the success of the project.

36
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Appraisal of a project is the sole responsibility of the Foundation and is conducted by its staff, supplemented
by outside consultants as required. Appraisal activities cover the review and assessment of the following major
aspects of a project:

1) Technical

10.21.1 The Foundation must ensure that projects are soundly designed and appropriately engineered and that
they follow accepted industry or sector standards. The appraisal mission looks into technical alternatives
provided, solutions proposed and results expected. Technical appraisal is concerned with questions of physical
scale, layout and location of facilities. It looks into the technology to be used, including equipment and
processes and their appropriateness to local conditions, the approach to be followed for the provision of
services, how realistic implementation schedules are and the likelihood of achieving expected levels of output;

2) Institutional

10.21.2 The mission from the Foundation verifies whether the entity is properly organized and its
management is adequate to perform the job and whether the executing agency needs capacity-building support,
among other things. This is essential in order to avoid problems that often arise during project implementation
and operation;

3) Economic

10.21.3 The project is studied thoroughly in its various sectoral settings. The investment programme for the
sector, the strengths and weaknesses of public and private sectoral institutions and key government policies are
all examined. Cost-benefit analysis and cost-effectiveness analysis will be used as appropriate. The project in
most cases is subjected to a detailed cost-benefit analysis of alternative project designs, the result of which is
usually expressed as an economic rate of return. “Shadow” prices are used routinely when the true economic
values of costs are not reflected in market prices as a result of various distortions such as trade restrictions,
taxes or subsidies. The distribution of the benefits of a project and its fiscal impact are considered carefully.
Since the estimates of future costs and benefits are subject to substantial margins of error, a sensitivity analysis
is conducted to assess the sensitivity of the return on the project to variations in selected key assumptions.
Macroeconomic benefits and impacts such as value added and the effect on the labour market and the price of
materials are also considered;

4) Financial

10.21.4 Financial appraisal has several purposes. One is to ensure that there are sufficient funds to cover the
costs of implementing the project. The Foundation does not normally finance the total cost of a project; typical
project financing comprises foreign exchange costs (better known as foreign components) and expects the
beneficiary, the borrower or the Government in whose territory the project is to take place to meet some or all
of the local costs. In addition, co-financers may join in to co-finance a project. Thus, project appraisal ensures
that a suitable financing plan exists to make funds available for implementing a project in a timely manner;

10.21.5 The financial appraisal is also concerned with financial viability. It includes an assessment of the
concerned enterprise’s ability to meet all of its financial obligations, including repayments (in the case of
reimbursable seeding operations) to the Foundation and other lenders in case of co-financing and its ability to
generate enough funds from internal resources to earn a reasonable rate of return on its assets and make a
satisfactory contribution to its future capital requirements, among other things. The finances of the enterprise
are closely reviewed through projections of its balance sheet and income statement and cash flow statements.
Additional safeguards of financial integrity may include establishing suitable debt-to-equity ratios or placing a
limit on additional long-term financing;

10.21.6 The financial review often highlights the need to adjust the level and structure of prices charged by
the enterprise. It is also concerned with recovering investment and operating costs from project beneficiaries;

5) Social assessment
10.21.7 Social assessment provides a benchmark on potential beneficiaries and the extent to which project

benefits and costs will be distributed among them. Adverse effects are quantified and appropriate remedial
actions put in place to alleviate them;

10.21.8 Another goal of social appraisal is the attainment of a better understanding of local organizational
arrangements (social and cultural issues) so that they are incorporated in the design of the project as an aid to
its successful implementation;
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6) Environmental impact

10.21.9 During the early stages of project preparation, the Foundation will determine the need to undertake an
environmental assessment. The decision to carry out such an assessment will depend upon the nature and scale
of the project. Should an environmental impact assessment be required, the final design will identify the
environmental risks associated with the project and provide recommendations and guidelines for mitigating
any negative environmental impacts. Contingent valuation carried out by resource economists will be used to
determine environmental impact assessment.

The appraisal mission will prepare a project appraisal report that will set forth its findings and
recommendations. In the case of reimbursable seeding capital operations, the project appraisal report will also
include recommendations concerning the level, terms and conditions of Foundation financing. This report is
carefully prepared to reflect the agreements reached, reviewed and cleared according to Foundation
operational procedures and guidelines and any other relevant directives before submission of the project to the
Executive Director for final approval.

E.  Negotiation and approval®

Each project shall be approved by the Executive Director. He or she may, from time to time, submit project
proposals to the Governing Council for its consideration due to their policy implications and/or magnitude.

Upon obtaining the concurrence of the beneficiary on the terms and conditions of Foundation financing, the
project is presented to the Executive Director for approval. On approval by the Executive Director, the
decision is communicated to the beneficiary. Subsequently, the project agreement is finalized, signed and
declared effective. This marks the end of the processing phase of the project cycle and the beginning of
implementation. The project appraisal report is provided to the beneficiary and the project executing agency.

The draft project financing agreement is negotiated and at the end of the appraisal mission work a
memorandum of understanding reflecting the discussions and understanding reached by the appraisal mission
and the beneficiary is signed.

The negotiation and approval stage is carried out between the applicant and the Foundation. The terms of the
operation are established and should the operation involve reimbursable seeding financing (loan, loan
guarantee, equity investment or a combination thereof) the reimbursable component is reviewed by the
Lending Operations Review Committee and approved by the Executive Director, taking into account the
recommendations of the Lending Operations Review Committee.

F. Execution and supervision

Once the operation agreement is signed and becomes effective, project execution begins. Consultants may be
used for studies, training and institutional strengthening during this phase. It is also during this phase that
goods and equipment are purchased and civil works are carried out.

Implementation of a project is the responsibility of the beneficiary. The Foundation’s role is to follow-up the
implementation and procurement processes. Follow-up is primarily concerned with that period in a project’s
life when physical components are being constructed, equipment purchased and installed and new institutions,
programmes and policies put in place.

The main purpose of follow-up is to help ensure that a project achieves its development objectives and, in
particular, to work with the beneficiary in identifying and dealing with problems that arise during
implementation. Follow-up, therefore, is primarily an exercise in collective problem-solving.

Follow-up takes place in a variety of ways. During appraisal, agreement will have been reached on a schedule
of progress reports to be submitted by the beneficiary. Based on this, the beneficiary provides periodic
progress reports covering the physical execution of the project.

Progress reports are reviewed at the Foundation. Problems that arise are dealt with through correspondence or
in the course of project follow-up missions undertaken by Foundation staff except where responsibility for
oversight is delegated to other partners, e.g., local financial institutions or handling banks and other agents.
The frequency of these missions is tailored to suit the complexity of a project, the status of its implementation
and the number and nature of problems encountered.

An important element of a project’s follow-up concerns the procurement of goods and services financed under
the project agreement. Procurement is carried out in accordance with guidelines that are incorporated in the
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project agreement and that are designed to rule out their incompatibility with the Financial Regulations and
Rules of the United Nations and to ensure that the requisite goods and services are procured in the most
efficient and economical manner.

During project preparation, monitoring and evaluation indicators for the project will be defined. The indicators
will measure the physical and financial advance of the project and will include output indicators as well as key
impact indicators. The indicators will be clearly defined and readily measurable. The evaluation and
monitoring system to be applied during the project will be described, including the source, methodology and
frequency of data collection, the person or unit responsible for data collection, and the form of any output
tables that are to be presented. During execution of the project, the monitoring and evaluation system will be
implemented and maintained by the executing agency and the results presented to the Foundation in periodic
progress reports. In addition, for all projects financed by the Foundation, the monitoring and evaluation system
will include a web-based component that will allow the Foundation to review the project’s progress via the
internet. (This is to provide real time information to the Foundation or its agent).

Upon physical completion of a project, the beneficiary submits a project completion report to the Foundation.
Subsequently, the Human Settlements Financing Division will prepare the Foundation’s project completion
report.

G. Ex-post evaluation

Upon completion, all Foundation-assisted projects are subject to post-evaluation. To ensure its independence
and objectivity, this review is carried out by the Monitoring and Evaluation Unit of the Foundation.

An evaluation report on each project will be completed within two to five years of its completion. This report
assesses the impact of the project and compares actual results with results expected at the time of project
appraisal. Valuable lessons are learned over time from successes and failures. Results and recommendations
drawn from these reports are fed back into the design and implementation of future policies and financing
operations.

Article 11
Administration of the Foundation

A.  General policies

The planning, programming, monitoring and evaluation activities of the Foundation will be carried out in
accordance with the policies and procedures established by the General Assembly and the Governing Council.

The Governing Council may issue additional policy and procedural directives with a view to ensuring that the
resources of the Foundation are utilized with maximum efficiency and effectiveness in pursuance of its
operative objectives and set priorities.

The Executive Director will establish programmes, guidelines and directives to achieve the objectives of the
Foundation.

B. Foundation staff

The staff of the Foundation will be appointed by the Executive Director for service specifically with the
Foundation. The appointment and promotion of the staff of the Foundation will be subject, unless the General
Assembly decides otherwise, to the provisions of the Staff Regulations and the Staff Rules of the United
Nations. Staff paid from Foundation resources shall be recruited on as wide a geographic basis as possible. As
stated in article 4.15 of the present Operational Guidelines and Procedures, the Foundation will build on the
existing capabilities and structure of UN-Habitat (see chart 2 - organizational structure of UN-Habitat
(ST/SGB/2002/14), above.)

C. Foundation accounts

The following accounts will be maintained by the Foundation:

11.5.1 General Fund account;
11.5.2 General Fund reserve;
11.5.3 Loan Fund account;
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1154 Loan Fund Reserve account;

1156 Trust fund accounts;

11.5.7 Programme support costs account;

1158 Such other accounts as may be required by the Secretary-General.

The Loan Fund account (also referred to as the Revolving Fund account - see chart 2 on financial flows of the
UN-Habitat and UNHHSF, above) will be established for the administration of resources from Foundation
voluntary contributions for lending operations and borrowing incurred by the Foundation. Funds obtained
from borrowing will be credited to the Loan Fund account. Borrowed funds, which will be established and
administered separately from UN-Habitat and other Foundation and United Nations accounts, will be used by
the Foundation only for reimbursable seeding operations and the related administrative costs of such
operations.

The Loan Fund Reserve account will be established by the Executive Director to provide and maintain security
for funds borrowed by the Foundation and to maintain a sound cash flow situation in the Foundation Loan
Fund. The resources of the Loan Fund Reserve will come from allocations by the Governing Council upon
recommendation by the Executive Director from the General Fund, the grant component in the Loan Fund and
the income from investment of Loan Fund (Revolving Fund Account) resources.

Reserve requirements will be monitored by the Executive Director, who is also the Administrator of the
Foundation. The Deputy Executive Director, who is the manager of the Foundation in his or her capacity as
Deputy Administrator, will assist the Executive Director in this task. The Deputy Executive Director is, in
turn, assisted by the Director of the Human Settlements Financing Division.

The Executive Director/Administrator, assisted by the Controller and Internal Auditor of the Foundation, will
establish the procedures to be followed by the Deputy Administrator and relevant staff of the Foundation for
the effective monitoring of Loan Fund Reserve requirements;

D. Reports

The Executive Director shall report to the Governing Council on:

11.10.1 The status of Foundation resources;
11.10.2 The execution of the programme of activities;

11.10.3 The approval and execution of all projects.

E.  Cooperation with other agencies

The Foundation will maintain close working contact with other international and regional bodies within and
outside the United Nations system, particularly with financial institutions as well as with bilateral and other
national, private and public organizations whose interests and operations relate to human settlements activities
and their financing.
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Annex 1l
[English only]

Financial Regulations and Rules of the
United Nations (series 100)

Special annex for the United Nations
Habitat and Human Settlements
Foundation (series 300) to the Financial
Regulations and Rules of the United
Nations (series 100)

Secretary-General’s bulletin
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Secretary-General’s bulletin (ST/SGB.2006/8)

Special annex for the United Nations Habitat and
Human Settlements Foundation (series 300) to the
Financial Regulations and Rules of the United Nations
(series 100)

1.  The Secretary-General hereby promulgates a revised edition of the special
annex for the United Nations Habitat and Human Settlements Foundation
(UNHHSF) to the Financial Regulations and Rules of the United Nations.

2.  The Financial Regulations of the United Nations as adopted by the General
Assembly and the 100 series Rules formulated by the Secretary-General are
promulgated in Secretary-General’s bulletin ST/SGB/2003/7, dated 9 May 2003,
and govern the administration of the financial activities of all United Nations
entities for which the Secretary-General has administrative responsibilities,
unless exceptions or additions are authorized. The present special annex of the
300 series Rules authorizes certain exceptions and additions to the 100 series
Rules for UNHHSF.

3. The Financial Regulations of the United Nations, which were adopted by
the General Assembly at its fifth session (resolution 456 (V) of 16 November
1950), have been amended several times by the Assembly in its resolutions and
decisions. The last revised Financial Regulations were adopted by the Assembly
in its decision 57/573 of 20 December 2002 and are effective from 1 January
2003. By the same decision, the Assembly also decided that former financial
regulations 5.10 and 9.4, which applied exclusively to UNHHSF, would be
presented in the special annex for UNHHSF to the Financial Regulations and
Rules of the United Nations. The two regulations have been renumbered as
“UN-Habitat Foundation regulation 1.1” and “UN-Habitat Foundation regulation
1.2,

4.  The rules in the present special annex have been determined to be required
for UNHHSF pursuant to the above-mentioned regulations and in view of the
nature of its activities, the method of its funding and the procedures of its budget.
The 100 series Rules shall govern UNHHSF unless exceptions or additions are
authorized in the 300 series Rules herein promulgated.

5. The present bulletin supersedes Secretary-General’s bulletin ST/SGB/UNHHSF
Financial Rules/3 (1978).

6.  The special annex of series 300 Rules shall enter into force on 1 August
2006 and will continue to be in effect until amended or superseded.

(Signed) Kofi A. Annan
Secretary-General
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Financial Regulations and Rules of the United Nations

Note

The Financial Regulations of the United Nations and the Financial Rules of
the United Nations (100 series Rules) shall govern the administration of the
financial activities of all United Nations entities for which the Secretary-General
has administrative responsibility, unless an exception or addition has been
authorized by the General Assembly (for the Regulations) or by the
Secretary-General of the United Nations (for the Rules). As the review of the
Financial Rules progresses for the entities which currently have separate Rules,
the exceptions or additions authorized for them will be promulgated by the
Secretary-General as special annexes. The Regulations and Rules set forth in each
of the annexes will carry a numbered series which codes it to the entity to which
the annex applies and self-identifies the exception or addition to the normal
United Nations financial regulation or rule.

45



HSP/GC/21/5/Add.3

46

Financial Regulations and Rules of the United Nations
(series 100)

Special annex for the United Nations Habitat and Human
Settlements Foundation (series 300) to the Financial
Regulations and Rules of the United Nations (series 100)

Article |
General provisions

Applicability and authority

Rule 301.1

The Financial Rules in this annex shall govern the financial management of
the United Nations Habitat and Human Settlements Foundation (hereafter
referred to as “the Foundation™) established by General Assembly resolution 3327
(XXIX) of 16 December 1974. These rules are promulgated pursuant to the
Financial Regulations of the United Nations as they apply with respect to the
Foundation. The Secretary-General hereby delegates authority and responsibility
for the implementation of the Financial Regulations and Rules in this annex to the
Executive Director of the United Nations Human Settlements Programme
(UN-Habitat). The Executive Director may in turn delegate authority for specific
aspects of these Financial Regulations and Rules to officials of the Foundation.
These delegations of authority will state whether designated officials may further
delegate this authority.

For any matter that is not specifically covered by the Rules in this annex,
the relevant Financial Regulations and Rules of the United Nations shall, mutatis
mutandis, apply.

Responsibility and accountability

Rule 301.2

In the cases where the Foundation entrusts implementation of projects or
part thereof to bodies within or outside the United Nations system, the financial
administration of allocations from the Foundation’s resources issued to them by
the Executive Director pursuant to the regulations in this special annex shall be
carried out under their respective financial regulations, rules, procedures and
practices.

Definitions

Rule 301.3
For the purpose of this special annex:

(a) “Foundation” shall mean the United Nations Habitat and Human
Settlements Foundation (UNHHSF);

(b) “Governing Council” shall mean the Governing Council of the United
Nations Human Settlements Programme (UN-Habitat);

(c) “UN-Habitat” shall mean the United Nations Human Settlements
Programme,;

(d) “Government” shall mean the Government of any State that is eligible
for membership in the Governing Council of UN-Habitat;
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(e) “Executive Director” shall mean the Executive Director of the United
Nations Human Settlements Programme, UN-Habitat;

(f)  “Administrator” as referred to in the General Procedures Governing
the Operations of the Foundation, adopted by the Governing Council in its
decision 72 (IVV) 1976 and amended by its decision 94 (V) 1977, shall mean the
Administrator of the Foundation;

(g) “Programme budget” shall comprise the “programme of activities” and
“programme support costs” as defined below;

(h) “Project” shall mean an activity separately identified within the
programme of activities, to be carried out for a specific purpose and a definite
period of time;

(i) “Programme of activities” shall mean a plan of activities, including
areas for projects in which the Foundation is to be involved, whether financed on
a grant or reimbursable basis, or financed partially or wholly by the Foundation;

() “Programme support costs” shall mean the costs of administration and
management of the programme of activities (including programme development
and evaluation) and technical and administrative support of projects;

(k) “Loan Fund” shall mean the account into which resources are
deposited specifically for the reimbursable seeding operations of the Foundation
pursuant to UNHHSF regulation 1.1 from:

» The Foundation borrowing operations

« \oluntary contributions, other than voluntary contributions made to the
General Fund by Governments, governmental agencies and
intergovernmental organizations and other public or private entities;

() “Reimbursable seeding operations” shall mean the Foundation lending
operations through provision, on a reimbursable basis, to eligible public and
private institutions, with special emphasis on developing countries and countries
with economies in transition, of seed capital, loan guarantees, including housing
loan insurance, and equity investments to support mobilization and effective
utilization of domestic financial resources for human settlements by local lending
financial institutions, in particular housing finance and community-based savings
and loan organizations and other institutions engaged in low-cost housing and
slum upgrading programmes;

(m) “Loan agreement instrument” shall mean a loan agreement between
the Foundation and an eligible recipient of its reimbursable seeding operations;

(n) “Foundation borrowing operations” shall mean, pursuant to UNHHSF
regulation 1.2, borrowing from Governments and governmental agencies and
intergovernmental organizations by the Foundation for its Loan Fund, defined
above.

Article 11
Budgets
Programme budget

Authority and responsibility

UNHHSF regulation 1.1

Under rules established by the Secretary-General, loans may be made from
the resources of the United Nations Habitat and Human Settlements Foundation,
including those borrowed pursuant to UNHHSF regulation 1.2, in implementation
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of the approved programmes of the Foundation.

Rule 302.1

(a) The Executive Director shall prepare, on a gross basis, for the
Foundation’s anticipated voluntary contributions and extrabudgetary funds, a
proposed programme budget for the financial period for both income and
expenditures. It shall cover all anticipated programmes of activities, including
reimbursable seeding operations of the Foundation, pursuant to UNHHSF
regulation 1.1, and programme support costs of the Foundation. The format shall
be consistent with relevant United Nations budgetary regulations, rules, policies
and practices. The programme budget shall include provision for contingencies;

(b) The resources of the Foundation from voluntary contributions and
extrabudgetary funds, after providing for the programme support costs and a
General Financial Reserve, shall be utilized to the maximum extent possible for
programme purposes;

(c) Projects under the Foundation reimbursable seeding operations funded
from resources borrowed by the Foundation pursuant to UNHHSF regulation 1.2,
shall be approved by the Executive Director taking into consideration the
recommendations of the Lending Operations Review Committee referred to under
rule 305.3.3 of this annex and with due regard to the provisions of rules 305.3.5
and 305.3.6 of this annex.

Presentation, content and methodology
Submission and approval of programme budget

Review and approval

Rule 302.2

The portion of the proposed programme budget covering programme support
costs shall be submitted to the Advisory Committee on Administrative and
Budgetary Questions for examination and comment. Subsequently, the proposed
programme budget and the comments of the Advisory Committee shall be
submitted to the Governing Council for approval.

Revised and supplementary programme budget proposals,
presentation and submission

Rule 302.5

Supplementary programme budget proposals in respect of the current
financial period, prepared in a form consistent with the programme budget, shall
be submitted by the Executive Director to the Governing Council, together with
the comments of the Advisory Committee on Administrative and Budgetary
Questions on the programme support costs, in time for the opening of its regular
session in the calendar year involved.

Resolutions with programme budget implications

Rule 302.6

The Executive Director is responsible for preparing and presenting to the
Governing Council a statement of programme budget implications required under
rule 28 of the rules of procedure of the Governing Council with the comments of
the Advisory Committee on Administrative and Budgetary Questions.
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Article 111
Contributions and other income

Voluntary contributions, gifts and donations

Authority and liability

Rule 303.4

(a) The Secretary-General hereby delegates to the Executive Director
authority to accept voluntary contributions, gifts or donations to the General Fund
referred to in rule 304.3.2 for purposes consistent with the policies, aims and
objectives of the Foundation as they relate to technical and financial services,
including lending operations pursuant to UNHHSF regulation 1.1 and principles
consistent with those of the United Nations;

(b) Such contributions to the General Fund shall be accepted without
limitations as to use for a specific project or purpose. In respect of contributions
other than from Governments, the Executive Director may permit exceptions to
this rule and shall report thereon to the Governing Council provided that any such
contributions shall be treated as trust funds or special accounts under regulation
3.12 of the United Nations Financial Regulations and Rules;

(c) Counterpart contributions in the form of agreed contributions in cash
or in kind, which are made for the cost of specific services and facilities as set
out in individual project documents, may be accepted by the Executive Director;

(d) The Executive Director may accept voluntary contributions, gifts or
donations in such currencies as he/she deems to be required by the Foundation or
readily convertible into usable currencies. The Executive Director may negotiate
with contributors regarding convertibility or reconversion of voluntary
contributions;

(e) Gifts or donations are to be defined and administered as voluntary
contributions.

Miscellaneous income

Rule 303.6
All other income derived from the Foundation except:

(a) Contributions made by Governments and other donors as envisaged in
rule 303.4 above or advance payments on account of such contributions;

(b) Direct refunds of expenditures of payments made during the same
financial period; and

(c) Reimbursement of expenditures

shall be classified as miscellaneous income for the credit to the respective funds
of the Foundation.

Receipts of funds

Receipt and deposit

Rule 303.8

(a) An official receipt shall be issued within two business days of receipt
for all cash and negotiable instruments received;

49



HS/GC/21/5/Add.3

50

(b) Only officials designated by the Under-Secretary-General for
Management shall be authorized to issue official receipts. If other officials
receive money intended for the Foundation, they must immediately convey this
money to an official authorized to issue an official receipt;

(c) All moneys received shall be deposited in an official bank account of
the Foundation within two days of receipt.

Foundation borrowing moneys
Foundation authority for external borrowing

UNHHSF regulation 1.2:

Under rules established by the Secretary-General, borrowings may be incurred
for the reimbursable seeding operations of the United Nations Habitat and Human
Settlements Foundation from Governments and governmental agencies and
intergovernmental organizations provided that:

(a) The net borrowings outstanding at any time under this regulation shall
not exceed limits established by the Secretary-General, with due regard to the
maintenance of adequate reserves to secure such borrowings and to the proper
functioning of the Foundation;

(b) The principal of any borrowings under this regulation and any interest
or other charges thereon shall only be payable from the resources of the
Foundation, and no lender shall have any claim against the United Nations or any
of its other assets. Resources of the Foundation may be committed as security for
the repayment of borrowings and the charges thereon. The Executive Director
shall identify the resources which will be available for this purpose.

Rule 303.9

The Secretary-General hereby delegates, subject to the provisions set out
below, authority to the Executive Director to incur, pursuant to UNHHSF
regulation 1.2, borrowing from Governments and governmental agencies and
intergovernmental organizations for the reimbursable seeding operations of the
Foundation.

(a) The limits of the funds to be borrowed by the Foundation shall be set
by the Secretary-General, from time to time, upon recommendation by the
Executive Director and upon authorization by the Controller and with due regard
to:

(i) The prospective resources requirements of the Foundation to attain its
objectives and the amount of voluntary contributions received by the
Foundation;

(i) The degree of efficiency and effectiveness of the Foundation in
managing Loan Fund operations from voluntary resources, as indicated in
periodic evaluation and auditing reports;

(b) Funds obtained from borrowing shall be used by the Foundation only
for reimbursable seeding operations and related administrative costs;

(c) Funds obtained from borrowing shall be credited to the Loan Fund of
the Foundation established by the Executive Director under rule 304.3.2 (d) of
this annex and shall be kept in a separate account from UN-Habitat and United
Nations accounts;

(d) In incurring external borrowing for the Foundation, the Executive
Director shall be responsible for ensuring that the Foundation maintains adequate
resources in the Foundation Loan Fund Reserve established under rule 304.3.2 (e)
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to secure, at all times, the liability arising from incurring such borrowing;

(e) Any other additional provisions and measures the Secretary-General
may add, from time to time, to ensure the solvency of the Loan Fund of the
Foundation and to enhance its capacity and ability to attain its objectives;

(f) In incurring external borrowing, the Foundation shall comply with
competitive procedures set by the Secretary-General for this purpose.

Liability for borrowing incurred by the Foundation

Rule 303.10

Pursuant to UNHHSF regulation 1.2 (b), the repayment of borrowing under
the regulation, including the principal amount and any interest or other charges
therein, shall be made only from the resources of the Foundation, and not from
the resources of UN-Habitat or of the United Nations, and no lender shall have
any claim against UN-Habitat, the United Nations, or any of their assets. Only the
resources of the Foundation, as identified by the Executive Director, may be
committed as security for the repayment of borrowings and charges thereon. This
limitation of liability will be stipulated in all borrowing documents.

Article IV
Custody of funds

Internal accounts
Foundation funds

Authority and responsibility

Rule 304.3.1

The Executive Director shall, as provided for in rule 306.2 of this annex,
maintain such accounts and records as are necessary to enable him/her to report
to the Governing Council on the Foundation account.

Rule 304.3.2

The Executive Director, pursuant to rule 303.4 and rule 303.9 and with due
regard to the provisions of rule 303.10 of this annex, shall establish the
following:

(a) General Fund to account for voluntary contributions and payments
thereof and miscellaneous incomes; and disbursements to finance the
extrabudgetary component of the programme of UN-Habitat and the Foundation
activities other than its reimbursable seeding operations;

(b) General Financial Reserve to ensure the financial liquidity of the
Foundation General Fund established under rule 304.3.2 (a) above, to compensate
for uneven cash flows and to meet such other requirements of prudent
management of the General Fund. The level of the reserve and its composition
shall be determined from time to time by the Governing Council upon the
recommendation of the Executive Director;

(c) Trust Funds of the Foundation to account for voluntary contributions
received for specific programme and project activities; and disbursements to
finance and to account for those activities;

(d) Loan Fund to account for:
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(i) Voluntary contributions specifically for the Foundation’s reimbursable
seeding operations from Governments, governmental agencies and
intergovernmental organizations and other public or private entities, as well
as including resources from the General Fund that may be made available
by the Governing Council for reimbursable seeding operations pursuant to
UNHHSF regulation 1.1;

(ii) Moneys from borrowing incurred under rule 303.9 by the Foundation
from Governments and governmental agencies and intergovernmental
organizations pursuant to UNHHSF regulation 1.2 for its reimbursable
seeding operations;

(e) Loan Fund Reserve shall be established by the Executive Director to
provide and maintain security to those borrowings incurred by the Foundation
and to maintain a sound cash flow situation in the Foundation Loan Fund. The
resources of the Loan Fund Reserve shall come from allocations by the
Governing Council upon recommendation by the Executive Director from: (i) the
General Fund; (ii) the grant component in the Loan Fund; and (iii) the income
from investment of the Loan Fund resources;

(f)  Other funds, including trust funds, shall be established as needed by
the Executive Director and shall be consistent with the purposes and objectives of
the Foundation and consistent with the principles of the United Nations.

Rule 304.3.3

The Loan Fund account referred to in rule 304.3.2 (d) shall have the
following credited to it:

(a) All borrowings and interest incurred under financial rule 303.9, grant
contributions from Governments, governmental agencies and intergovernmental
organizations and other public and private entities;

(b) Allocation of funds that may be authorized by the Governing Council,
upon recommendation by the Executive Director, from the General Fund referred
to in rule 304.3.2 (a) for reimbursable seeding operations;

(c) Earmarked contributions to the Loan Fund by Governments,
governmental agencies and intergovernmental organizations and other public and
private entities;

(d) All repayments of loans extended by the Foundation pursuant to
UNHHSF regulation 1.1, including principal, interest and any other charges.

Rule 304.3.4

Interest earned and gains realized from the operations of the Loan Fund
shall be only credited to the Loan Fund account. Conversely, all losses and
interest payable as a result of the operations of the Loan Fund shall be charged
only to the Loan Fund account.

Rule 304.3.5

All loan defaults by borrowers from the Foundation and other losses arising
from the Loan Fund investments shall be reported by the Executive Director to
the Governing Council.

Rule 304.6

The Secretary-General shall act as custodian of the Foundation funds and
shall designate the bank accounts and the signatories of those bank accounts. The
Secretary-General may delegate to the Executive Director such authority with
respect to custody of the Foundation Loan Fund and its Reserve as would
facilitate the efficient and effective management of the Foundation funds, and



HS/GC/21/5/Add.3

such delegated authority may be accepted by the Executive Director in writing.

Investments

Rule 304.12

The Under-Secretary-General for Management, on behalf of the
Secretary-General, shall invest Foundation moneys, other than those of the Loan
Fund and its Reserve that are not required for disbursements immediately, in a
manner consistent with the practices of the Organization to minimize risks and
ensure liquidity.  The Executive Director  shall consult  the
Under-Secretary-General for Management on how funds of the Loan Fund and its
Reserve that are not required for disbursement immediately could best be
invested and the provisions of rules 104.13 and 104.14 of the United Nations
Financial Regulations and Rules shall apply to the investment of such funds.

Income from investment

Rule 304.15

(@) Income from the investment of funds, other than from the Loan Fund
and its Reserve and other trust funds and special accounts, shall be classified as
miscellaneous income and credited to the Foundation General Fund;

(b) Income from investments pertaining to trust funds and special
accounts shall be credited to the trust fund or special account concerned;

(¢) Income from the investment of funds from the Loan Fund or its
Reserve shall be credited to the Loan Fund or its Reserve.

Losses of investment of funds not immediately required

Rule 304.16

(@) Any investment of funds not immediately required must be reported to
the Under-Secretary-General for Management. The Under-Secretary-General for
Management may authorize the writing-off of investment losses. A summary
statement of investment losses, if any, shall be provided to the Board of Auditors
within three months following the end of the financial period;

(b) Investment losses shall be borne by the fund, trust fund, reserve or
special account from which the principal amounts were obtained.

Article V

Utilization of funds

Commitments obligations and expenditures
Administration of appropriations
Authority and responsibility

Rule 305.3.1

The Executive Director shall have the authority to administer the
Foundation Budget and to utilize its funds as planned and approved by the
Governing Council, including for lending operations pursuant to UNHHSF
regulation 1.1, in accordance with the United Nations Financial Regulations and
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Rules and this special annex for UNHHSF to the Financial Regulations and Rules
of the United Nations.

Rule 305.3.2

(a) Within limits determined and for purposes specified by the Governing
Council, the Executive Director may allocate funds to carry out the activities of
the Foundation;

(b) Allocations by the Executive Director shall constitute a ceiling on
commitments to be incurred in connection with the activities of the Foundation
for which those allocations are issued;

(c) On completion of a project, the related allocation shall be brought into
conformity with commitments recorded. Adjusted allocations will be issued
covering all projects completed during each financial period;

(d) Allocations of funds for a financial period for programme support
costs of the Foundation, when they are in excess of obligations incurred during
that period, shall lapse at the end of that period.

Lending Operations Review Committee

Rule 305.3.3
Establishment, terms of reference and composition of the Committee:

(a) A standing committee shall be established by the Executive Director
of 12 to 15 members appointed by the Executive Director to advise him/her on
the administration and management of the Foundation Reimbursable Seeding
Operations to enhance effectiveness and efficiency of the Foundation as a viable
financial institution. The Controller of the United Nations will be an ex officio
member of the committee. The committee shall be called the Lending Operations
Review Committee and shall meet twice a year under the chairmanship of the
Executive Director;

(b) The Executive Director shall seek, as part of the Operational
Procedures and Guidelines of UNHHSF, the guidance of the Governing Council
regarding the terms of reference of the Lending Operations Review Committee
and the criteria for his/her appointment of its members.

Rule 305.3.4

The total amount outstanding at any time of reimbursable seeding
operations shall not exceed the total amount of:

— Voluntary contributions for reimbursable seeding operations and borrowing
incurred pursuant to rule 303.9;

— Plus surpluses realized on the Loan Fund operations;
— Less advances to the Loan Fund Reserve pursuant to rule 304.3.2 (e);

— Less transfers to the programme support costs sub-account pursuant to rule
302.1.

Policy, system and procedures

Rule 305.3.5

(a) The Executive Director shall, under policy guidance of the Governing
Council, establish Operational Procedures and Guidelines in order to guide the
operations of the Foundation, in particular reimbursable seeding operations, and
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determine from time to time:

(i) The terms and conditions on which the Foundation may borrow with
due regard to rule 303.9;

(if) Limits on the total value of each of the Foundation’s (i) loans; (ii) loan
guarantees; (iii) equity investments;

(iti) Limits on the size of financial contribution to each project of the
Foundation as grants, loans and loan guarantees and equity investments;

(iv) The allocation of Loan Fund resources among types of financial
products, i.e. what percentage shall be assigned for seed capital, loan
guarantees; and equity investment;

(v) The standards to be met by applicants for the Foundation reimbursable
seeding operations;

(vi) The terms and conditions on which grants, loans, loan guarantees and
equity investments may be made by the Foundation, including interest rate
and other charges. Reimbursable seeding operations shall be governed by
the loan agreement instrument referred to in rule 301.3 (m);

(vii) Policies for the sale of securities provided by the borrowers to the
Foundation to private investors in order to revolve the Foundation’s funds
with due regard to rule 303.9;

(b) The Executive Director shall report to the Secretary-General on
his/her actions in the establishment and implementation of the policy, systems
and procedures mentioned above.

Criteria and considerations for lending operations of the
Foundation
Rule 305.3.6

In taking decisions pursuant to rule 305.3.5, the Executive Director shall,
where relevant, take full account of:

(a) Other sources of financing available for human settlements
development on reasonable terms and conditions to Governments and other
eligible institutions;

(b) The degree of risk the Foundation might incur in providing financing
in each particular case;

(c) The cost of money to the Foundation in case of borrowed resources;

(d) The cost of administering the Foundation in case of lending from
borrowed funds;

(e) The desirability of maintaining diversification in the Foundation
investments;

(f)  The need to build up adequate levels of resources in both the Loan
Fund Reserve and the General Fund Reserve.

Loans and loans guaranteed by the Foundation

Rule 305.3.7

In the case of loans or loans guaranteed made by the Foundation, the loan
agreement instrument shall establish the terms and conditions for the loan or
guarantee concerned, including those relating to security for the loan and
guarantee payment of principal, interest and other charges, maturities and dates of
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payment in respect of the loan, or the fees and other charges on the guarantee,
respectively.

Article VI
Accounting

Principal accounts

Rule 306.1
Separate accounts to be maintained by the Foundation shall include:
(a) A General Fund account and its reserve;
(b) A Loan Fund account and its reserve;
(c) A Trust Funds account;
(d) A programme support costs account;

(e) Such other accounts as may be required by the Secretary-General.
Responsibility for maintaining the accounts

Rule 306.2

The Executive Director is hereby designated as the official responsible for
maintaining the records and accounts of the Foundation that are necessary to
enable the Executive Director to report to the Governing Council, subject to such
instructions as may be prescribed by the Secretary-General.

Financial statements

Rule 306.10

The Executive Director shall prepare and certify as correct the financial
accounts and statements of the Foundation and shall submit them to the Board of
Auditors at the times specified in rule 106.10 (a) of the United Nations Financial
Regulations and Rules.

*0644823*

06-44823 (E) 050906
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Annex 111

[English only]

GENERAL PROCEDURES GOVERNING THE OPERATIONS OF THE UNITED
NATIONS HABITAT AND HUMAN SETTLEMENTS FOUNDATION AS ADOPTED
BY THE GOVERNING COUNCIL OF UNEP IN GC DECISION 72€v)1976 AND

AMMENDED BY GOVERNING COUNCIL DECISION 94(V) 1977

General Procedures

ARTICLE 1 — DEFINITIONS

Section A. Definitions

For the purposes of these general procedures, the following definitions shall

apply:
a)

b)

c)

d)

h)

“Foundation” means the United ‘Nations Habitat and Human Settlements
Foundation. '

“Governing Council” means the Governing Council of UNEP (Now UN-
HABITAT). -

“Government” means the Government of any State that is eligible for
membership in the Governing Council,

“Executive Director” means the Executive Director of UNEP (Now UN-
HABITAT).

“administrator” means the Administrator of the Foundation;

“Project” rheans an activity separately identified within the programme of
activities to be carried out for a specific purpose and a definite period of time;

“Programme of activities” shall mean a plan of activities including arcas for
projects in which the Foundation is to be involved, whether financed partially
or wholly by the Foundation, and including pre-programme activities;

“Programme support costs” shall mean the costs of administration and
management of the programme of activities, including programme
development and evaluation, and technical and administrative support of
projects.
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ARTICLE II - OBJECTIVES

Section B. Prifitary onerati\?c ub-iactivcs

The primary operative objective of the Foundation shall be to assist in
strengthening national environmental programmes relating to human settlements,
particularly in the developing countries, through the provision of seed capital and the
extension of the necessary technical and financial assistance to permit an effective
mobilization of domestic resources for human habitat and environmental design and
improvement of human settlements, including:

(a) Stimulating innovative approaches to pre-investment, pre-project and
financing strategies of human settlements activities, while drawing on the
accumulated practical experience of both the public and private sectors for
mobilization of financial resources for human habitat and human settlements
projects;

(b) Organizing technical assistance services in human settlements and human
habitat management, including training facilities and human habitat projects;

(¢) Promoting the adaptation and transfer of appropriate scientific and technical
knowledge on human settlements projects.

ARTICLE IIT - ORGANS OF THE FOUNDATION

Seéiion C. Governing Council and Executive Director

Under the authority and guidance of the Goveming Council, the Executive

 Director shall be responsible for the general direction of the Foundation and for providing

the necessary technical and financial services related to the Foundation. He shall be
responsible to the Council for all phases and aspects of the operations and the financial

‘resources of the Foundation.

Section D. The Administrator

1. The Administrator of the Foundation, who shall have the rank of Assistant Secret-
General; shall be appointed by the Secretary General of the United Nations on the
recommendation of the Executive Director.

2. The Administrator shall be responsible to the Executive Director for the operation and
management of the Foundation and its resources.

Section E. The Advisory Board

1. The Executive Director shall appoint an Advisory Board of about fifteen members
who will serve in their personal capacity and will be chosen on a broad geographical
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basis. The Board shall meet under the chairmanship of the Executive Director.
‘Members of the Board shall be appointed for a period of two years and may be
subject to reappointment; ' :

2. The Board shall advise the Executive Director and the Administrator on the
operations of the Foundation.

ARTICLE IV — RESOURCES
Section F. Initial Funding

The Foundation is to receive, over a four-year period from 1 January 1975, an allocation
- of $4,000,000 from the Fund of the United Nations Environment Programme.

Section G. Voluntary contributions

1. The resources of the Foundation shall be derived from voluntary contributions from
Governments, from the United Nations bodies and other International and regional
Institutions, as well as from private sources;

2. Voluntary contributions may be pledged any time either on an annual basis or,
whenever possible, for a number of years;

3. The Executive Director shall from time to time at the request of the General
Assembly and upon recommendation from the Governing Council of the United
Nations Environment Programme (Now TUN-HABITAT), convene pledging

conferences at which Governments may announce their contributions to the
Foundation. -

Section H. Participation in the United Nations Development Programme

The Foundation may administer, as an executing agency, funds made available for
projects by the United Nations Development Programme.

ARTICLE V - PROGRAMME ACTIVITIES
Section I — Preparation of the Programme
The Executive Director shall biennially prepare and submit to the Governing

Council a programme of activities with estimates of resources and expenditures. This

programme shall indicate in general terms the projects to be carried out during the period
to which it relates.
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Section J. Approval of the Programme -

The Gﬁvefning Council shall consider and approve the programme of activities,
and shall allocate from the estimated resources of the Foundation funds to cover the
following main categories of expenditures:

(a) Projects;
(b) Programme support costs.
ARTICLE VI-PROJECTS
Section K. Design of projects

1. The Executive Director, upon request from and in collaboration with the
Governments concerned, shall formulate projects within the primary operative
objective of the Foundation, in accordance with policy directives issued by the
Governing Council pursuant to Section N. Projects may be of an operational or of a
research, technical assistance, training or demonstrational character;

2. Projects may be designed to be carried out entirely by the Foundation, or in
collaboration with other international or national agencies. In selecting such agencies
particular attention shall be given to the capacity available within the United Nations
system.

Section L. Project documents

1. For each project, a project document shall be drawn up describing all financial,
technical, managerial and other resources required for the successful implementation
of the project, and stating clearly the responsibility for providing these resources from
the Foundation, from participating Governments and from other agencies;

2. The project document shall be agreed to by the Executive Director on behalf of the
Foundation, and by the Governments and agencies concerned.

Section M. Approval of projects

Each project shall be approved by the Executive Director, except that approval of the
Governing Couricil shall be required for projects that:

(a) The governing Council has indicated it wishes to consider itself;

(b) The Executive Director may, from time to time, submit to the Council for its
consideration because of their policy implications or magnitude.



HS/GC/21/5/Add.3

ARTICLE VII: ADMINISTRATION OF THE FOUNDATION
Section N. General policies

1. The Governing Council shall issue policy directives with a view to ensuring that the
resources of the Foundation are utilized with maximum efficiency and effectiveness
in pursuance of its primary operative objective;

2. The Executive Director shall establish programmes, puidelines and directives in

connection with investments for the environmental design and improvement of the
human habitat and settlements, in both urban and rural areas.

Section 0. The staff of the Foundation

1. The staff of the Foundation shall be appointed for service specifically with the
Foundation, by the Executive Director on the advice of the Appointment and
Promotion Board of UNEP (Now UN-HABITAT).

2. 'The appointment of the staff of the Foundation shall be subject to the provisions of
the Staff regulations and the Staff Rules of the United Nations.

Section P. Trust funds

In administering trust funds established within the framework of the Foundation,
the Executive Director may establish sub-accounts to carry specific activities consistent

with the purposes and operative objectives of the Foundations. Such accounts shall be
maintained in accordance with the financial rules of the Foundation.
Section Q. Repotts

The Executive Director shall submit annual, and as appropriate, special reports to
the Governing Coungcil indicating:

(a) The status of the resources of the Foundation;
(b) The execution of the programme of activities;
(c) The approval and execution of all projects.
Section R. Co- tion with other agencies
The Foundation shall maintain close working contacts with other international and
regional bodies within and outside the United Nations system, particularly with financial

institutions, as well as with bilateral and other national, private and public organizations
whose interests and operations relate to human settlements activities.
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