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Detailed deobligations and Deficit
The Regular Fund budget sources of financing are mainly comprised of the Member States quota assessments and other income such as rent and deobligation income. See attached report for deobligation income detail for the year 2011 (Annex A). In addition, the excess of execution over income received generated the $2.9 deficit in the Regular Fund. Attached is a schedule setting forth the components of this deficit, including expenditures executed at year end 2011 and obligations carried over to 2012 (Annex B). 
Actions regarding member states with arrears and change of deadline to present payment plans

The General Secretariat sends letters to each Minister of Foreign Affairs every quarter to remind them of the status of the quota collections, the balances of their countries, and always urging the “not current” countries to pay their quota without delay.  The General Secretariat intends to redouble its efforts to collect quotas, but also to be realistic in projecting income from member states quotas.

Annex C – Report on Compliance with Quota Payments to the Regular Fund According to AG/RES. 1757 (XXX-O/00), and as amended by AG/RES.2157 (XXXV-O/05) lists each country according to their status under the categories Current A, Considered Current and Not Current as of April 30, 2012.
Under the Secretariat’s draft resolution on the budget ceiling, the date by which member states can present payment plans changes from April 30 to March 31, to be congruent with the amendment made by the General Assembly changing the dates by which countries can enjoy prompt payment discounts.  This new deadline does not affect countries with ongoing payment plans.  However, countries who present their payment plans every year for the current year need to do so by March 31.
Reduction in personnel and trust positions

Regarding the reduction in personnel, the General Secretariat would like to reiterate that trust positions will not replace regular staff as a result of the reduction in the number of positions financed by the Regular Fund in 2013.  As the number of positions of Regular Fund staff is reduced, the number of trust positions will be reduced accordingly, never exceeding the established percentage.
The annual cost of the 35 trust positions financed by the Regular Fund as of April 30, 2012 is $6,814,300.
The 2012 Approved Budget for personnel is $54,578.600.  The cost of trust positions as a share of the Regular Fund budget for personnel is 12.48% ($6,814,300/54,578,600). 

Indirect Cost Recovery

The reduction in ICR resources in the proposed draft resolution (AG/CP/Sub.AAP-366/12 rev. 1 “Financing of the 2013 Program-Budget of the Organization”) results from the combination of two factors: the methodology adopted by the Permanent Council to set the ceiling for the use of ICR resources and the current trend towards diminishing Specific Fund contributions subject to ICR.

Pursuant to CP/Res. 996 (1832/11), the ceiling for indirect cost recovery resources would be “based on projected revenue equivalent to 90% of the average ICR obtained in the three years immediately preceding the year in which the Program-Budget is adopted and shall be applied to the subsequent three years.” The simple arithmetic average of ICR revenue collected in 2009, 2010, and 2011 equals US$ 6,750,875. This figure is about $1 million lower than the projected expenditures for 2012 and almost $1.2 million lower than the total execution for 2011. This is because the intent of the resolution was to lay the foundation for the establishment of a reserve for ICR resources.

Nevertheless, ICR income in the previous three years shows a declining trend. Even with a lower ceiling, income levels are estimated at about $6.4 million ($350,000 less than the statutory ceiling). These estimates are based on moving averages, and have a wide margin of error. Given current economic conditions and the fiscal difficulties confronting principal donors, there is potential for further decline in ICR income.

In order to satisfy the General Assembly’s requirement of a transfer of $2.5 million from ICR to the Regular Fund during the current fiscal year, the Secretariat will need to identify $1.9 million in expenditure reductions to close the year without a deficit balance in the ICR fund. These reductions will be achieved through administrative streamlining ($1.4 million) and unfilled vacancies ($0.5 million), bringing down operational expenditures from $7.3 million to $5.4 million in 2012.

Given the lower ceiling established by CP/RES 996, combined with the expected contraction of ICR revenue, the Secretariat believes that the most viable financing scenario would be one that contemplates a reduction of the ICR subsidy to the Regular Fund from $2.5 million in 2012 to $1.5 million in 2013, and a reduction in funding for ICR expenditures from $5.4 million (after a $1.9 million reduction in 2012) to $4.9 million in 2013.

Annex D: Fund for Indirect Cost Recovery (FICR) includes information updated as of April 30, 2012.
http://scm.oas.org/pdfs/2012/AG05603E-A.pdf 

Annex A
http://scm.oas.org/pdfs/2012/AG05603E-B.pdf 

Annex B

http://scm.oas.org/pdfs/2012/AG05603E-C.pdf 

Annex C

http://scm.oas.org/pdfs/2012/AG05603E-D.pdf 
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Summary





During the meeting of the Subcommittee on Administrative and Budgetary Matters of the Preparatory Committee on April 24, 2012, the General Secretariat presented the Draft Resolution “Financing of the 2013 Program-Budget of the Organization”.





Several questions were raised by delegations during the meeting, and in response to those requests the General Secretariat is pleased to present supplementary information regarding the Draft Resolution.








� FILENAME  \* MERGEFORMAT �AG05603E01�








_1208779139.doc
[image: image1.png]YA






GENERAL ASSEMBLY



