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REPORT OF THE CHAIR OF THE SUBCOMMITTEE ON ADMINISTRATIVE AND
BUDGETARY MATTERS ON THE WORK DONE IN THE BUDGET AREA IN PREPARATION 
FOR THE FORTY-FIFTH REGULAR SESSION OF THE GENERAL ASSEMBLY 
I. BACKGROUND, AUTHORITY, AND OFFICER
At its meeting held on May 5, 2015, the Preparatory Committee on the General Assembly installed the Subcommittee on Administrative and Budgetary Matters with the mandate to prepare the draft resolution on financing the 2016 program-budget of the Organization. 
Under Article 93 of the General Standards, “The CAAP [is] also the Subcommittee on Administrative and Budgetary Matters of the Preparatory Committee and shall examine the proposed program-budget of the General Secretariat sent to it by the Preparatory Committee of the General Assembly for consultation, for the purposes set forth in Article 112 (c) of the Charter, and shall submit to the Preparatory Committee any observations thereon which it deems appropriate, within the deadline set by that Committee.”  To that end, the Chair of the Committee on Administrative and Budgetary Affairs (CAAP), Ambassador Juan Pablo Lira, Permanent Representative of Chile, was designated Chair of the Subcommittee. 
II. MEETINGS
In fulfillment of the mandate issued by the Preparatory Committee, the Subcommittee held two meetings, the first on May 15, and the second and final meeting on May 21. The statutory quorum was present at both meetings.
The audio recordings of the meetings may be obtained at the following links: 

Meeting of May 15: http://scm.oas.org/Audios/2015/AG_CP_Sub_AAP_389_05-15-2015.MP3 
Meeting of May 21: http://scm.oas.org/Audios/2015/AG_CP_Sub_AAP_391-05-21-2015.MP3

The Subcommittee adopted without amendment the orders of business for the meetings (AG/CP/Sub.AAP-389/15 and AG/CP/Sub.AAP-391/15 respectively).

III. PROCEEDINGS
Consideration of the draft resolution “Financing of the 2016 Program-Budget of the Organization”
· Meeting of May 15, 2015:

At the first meeting of the Subcommittee, held on May 15, the Chair reminded the delegations that by resolution AG/RES. 1 (XLVIII-E/14) rev. 1, the General Assembly had instructed the Subcommittee on Administrative and Budgetary Matters to consider a proposed budget for referral to it at its forty-fifth regular session, to be held on June 15 and 16. That proposal was to include four elements: 
1. Quota income; 

2. Income from interest;
3. Technical supervision and administrative support income from the OAS Development Cooperation Fund (DCF/OAS) (formerly FEMCIDI) and from trust and specific funds, and all other miscellaneous income; and
4. A proposal to cover the statutory and cost-of-living increases. 

To that end, the Chair submitted AG/CP/SUB.AAP-390/15the draft resolution “Financing of the 2016 Program-Budget of the Organization” (), containing the first three elements. 
To address the fourth element, at this meeting, the Secretary for Administration and Finance, Mr. Peter Quilter, gave a presentation (AG/CP/Sub.AAP/INF. 1/15) on the statutory adjustments for 2016.  In his presentation, the Secretary reminded the delegations that the 2015 Regular Fund budget ceiling was divided into $54.3 million for personnel (Object 1) and $30 million for non-personnel (Objects 2 to 9), with an overall budget level of $84,324,100.  This was the indicative budget ceiling, as established in resolution AG/RES. 2860 (XLIV-O/14), approved for the 2015 budget ceiling, and was also the figure reflected in the 2016 draft resolution. 
Secretary Quilter also provided additional information regarding the reality of what it would take to run and pay for the Organization in 2016:  the actual projected expenses for the 2016 budget were higher than the indicative figure by approximately $1.2 million. He emphasized that this projection was not exact, and was conservative, and but it attempted, as well as possible, to take into consideration projected statutory increases for personnel and non-personnel. Mr. Quilter went on to say that statutory increases meant increases that would obtain every year, mechanically, by virtue of statutory obligations. 

· Meeting of May 21, 2015:

The delegations having had a reasonable period for consultations with their capitals, the second meeting of the Subcommittee was convened, and held on May 21.  On that occasion, the Chair, having consulted the Secretariat regarding proposals received by that date, and there being only one proposal of form, from the delegation of Uruguay, submitted to the meeting for its consideration the proposed changes of form.  There being no objections, the changes were approved.  

The Chair then submitted to the delegations for their consideration two options for dealing with the resolution: (a) to agree on and approve the text in the Subcommittee and to refer it to the Preparatory Committee as a closed document, and to allow space so that the Ministers of Foreign Affairs could decide whether to open the document or to approve it as submitted; or (b) to forward the text as an open document for the Ministers of Foreign Affairs to close and approve the document with any changes they deemed relevant.
Several delegations indicated their support for either of these proposals, but emphasized that it would be necessary to include the following recommendation in the report to the Preparatory Committee:
To recommend that space be allowed under item 13 of the draft agenda for the fortieth-fifth regular session of the General Assembly “Financing of the 2016 program-budget of the Organization” for the Ministers of Foreign Affairs to debate the current budgetary level faced by the Organization, taking into consideration the statutory adjustments, the cost-of-living adjustment (COLA), and others.
In that regard, the draft resolution was approved with the changes of form, reflected in document AG/CP/Sub.AAP-390/15 rev. 1, and it was decided to include the above recommendation in the report to the Preparatory Committee. 
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DRAFT RESOLUTION

FINANCING OF THE 2016 PROGRAM-BUDGET OF THE ORGANIZATION
(Agreed upon at the meeting held on May 21, 2015)


THE GENERAL ASSEMBLY,

HAVING SEEN:

1. The Report of the Preparatory Committee to the General Assembly (AG/doc.______/15);

2. The Report of the Chair of the Subcommittee on Administrative and Budgetary Matters of the Preparatory Committee of the General Assembly (AG/CP/Sub.AAP-____/15) on the financing of the 2015-2016 program-budget of the Organization;

CONSIDERING:

1.
That, in accordance with Articles 54.e and 55 of the Charter of the Organization of American States, the General Assembly approves the program-budget of the Organization and establishes the basis for setting the quota that each government is to contribute to the maintenance of the Organization, taking into account the respective countries’ ability to pay and their determination to contribute in an equitable manner;

2.
That the General Assembly, at its thirtieth regular session, in resolution AG/RES. 1757 (XXX-O/00), approved the measures to encourage the timely payment of quotas and has since modified those measures by way of resolutions AG/RES. 2157 (XXXV-O/05) and AG/RES. 1 (XLII-E/11) rev. 1;

3.
That resolution AG/RES. 1 (XXXIV-E/07), adopted by the General Assembly at its thirty-fourth special session, approved the method for calculating the scale of quotas for financing the Regular Fund of the Organization for 2015 - 2017; and
4.
That, pursuant to the methodology established by resolution AG/RES. 1 (XXXIV-E/07), the percentage quotas of the member states for 2017-2017 have been assigned; and
MINDFUL:

That, by resolution AG/RES. 1 (XLVIII-E/14) rev. 1, the General Assembly instructed the Subcommittee on Administrative and Budgetary Matters to consider a proposal to be submitted to the General Assembly at its forty-fifth regular session, to be held in June 2015, to establish the overall budget level and the sources of financing for the 2016, including quota income, interest and rental income; contributions for technical supervision and administrative support from the OAS Development Cooperation Fund (OAS/DCF) and from trust and specific funds; and all other miscellaneous income; and that the overall budget level would include a proposal to cover the cost-of-living and statutory increases;

That it is necessary to establish the overall budget level and the sources of financing for the 2016 program-budget, which will be adopted by the General Assembly at a special session to be held no later than October_____, 2015; and

That, based on Article 80 of the General Standards to Govern the Operations of the General Secretariat of the Organization of American States, the General Secretariat shall submit to the Permanent Council a proposed budget for use of the indirect cost recovery (ICR) resources, which shall be based on projected revenue equivalent to 90 percent of the average ICR obtained in the three years immediately preceding the year in which the program-budget is adopted, and that the General Assembly shall also adopt the ICR budget,

RESOLVES:

1.
To assess the quotas through which the member states will finance the Regular Fund of the Organization for 2016 and the assessments for income tax reimbursements in keeping with the methods adopted in resolutions AG/RES. 1 (XXXIV-E/07) and AG/RES. 41 (I-O/71), respectively, using the scale and amounts that appear in Annex A, “Regular Fund Quota Assessments for 2016.”

2.
To set the overall budget level of the 2015 Regular Fund program-budget at US$84,324,100 and to finance it as follows:

a) Net contributions of member states in the form of quota payments to the Regular Fund totaling US$82,102,375, computed as follows: 

i. Total gross assessments of US$82,440,400, apportioned according to the methodology for calculating the scale of quota assessments adopted in resolution AG/RES. 1 (XXXIV-E/07);

ii. A reduction of US$338,025 in prompt payment discounts accredited pursuant to the measures to encourage the prompt payment of quotas adopted by means of resolution AG/RES. 1757 (XXX-O/00), as amended by AG/RES. 2157 (XXXV-O/05) and AG/RES. 1 (XLII-E/11) rev. 1;

b) Contribution of US$160,000 from the OAS/DCF to the Regular Fund for technical supervision and administrative support, in keeping with Article 80 of the General Standards to Govern the Operations of the General Secretariat, which contribution, according to the DCF Statutes, will be up to 15 percent of the net amount approved in 2015 for execution in 2016;

c) Income of US$1,500,000 for technical supervision and administrative support of the trust funds and specific funds; and

d) Other income of US$561,725 for, inter alia, interest and refunds.

3.
To set the overall expenditure ceiling of the Indirect Cost Recovery Fund account at US$4,500,000, which excludes the transfer of US$1,500,000 to the Regular Fund as established in paragraph 2.c above, in accordance with the General Standards, provided that said amount is actually collected.

[image: image1.emf]Assessed Quota  Tax 

Member States Percentage Assessment Reimbursement Credits Total

Antigua and Barbuda 0.022% 18,200 18,200

Argentina 2.400% 1,987,200 1,987,200

Bahamas 0.049% 40,600 812 39,788

Barbados 0.034% 28,200 12,000 40,200

Belize 0.022% 18,200 18,200

Bolivia 0.056% 46,400 464 45,936

Brazil 12.427% 10,289,300 10,289,300

Canada 10.583% 8,762,500 262,875 8,499,625

Chile 1.347% 1,115,300 11,153 1,104,147

Colombia 1.311% 1,085,500 1,085,500

Costa Rica 0.230% 190,400 1,904 188,496

Dominica 0.022% 18,200 18,200

Dominican Republic 0.317% 262,500 262,500

Ecuador 0.322% 266,600 266,600

El Salvador 0.086% 71,200 71,200

Grenada 0.022% 18,200 18,200

Guatemala 0.145% 120,100 1,228 118,872

Guyana 0.022% 18,200 182 18,018

Haiti 0.026% 21,500 21,500

Honduras 0.042% 34,800 696 34,104

Jamaica 0.070% 58,000 58,000

Mexico 6.788% 5,620,300 56,203 5,564,097

Nicaragua 0.026% 21,500 645 20,855

Panama 0.176% 145,700 145,700

Paraguay 0.075% 62,100 1,863 60,237

Peru 0.860% 712,100 712,100

Saint Kitts and Nevis 0.022% 18,200 18,200

Saint Lucia 0.022% 18,200 18,200

Saint Vincent and the Grenadines 0.022% 18,200 18,200

Suriname 0.026% 21,500 21,500

Trinidad and Tobago 0.135% 111,800 111,800

United States 59.470% 49,240,000 5,400,000 b 54,640,000

Uruguay 0.247% 204,500 204,500

Venezuela 2.144% 1,775,200 1,775,200

Subtotal 99.568% 82,440,400 5,412,000 338,025 87,514,375

Cuba         c 0.431% 356,900 356,900

TOTAL 99.999% 82,797,300 5,412,000 338,025 87,871,275

a. Represents 1% of 2015 quota assessment if full payment of 2015 quota was received by March 31, 2015,  plus 2% of any payment 

     received before February 28, 2015 and 3% if received by January 31, 2015.

b. The amount shown is estimated and may differ from the actual amount billed.

c. Shown only to establish the percentage corresponding to each member state.

TABLE A

ORGANIZATION OF AMERICAN STATES

REGULAR FUND

REGULAR FUND QUOTA ASSESSMENTS FOR 2016

(0% scenario)

a

b

b
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PRESENTATION BY THE SECRETARY FOR ADMINISTRATION AND FINANCE 

IN REGARDS TO THE BUDGET CEILING DRAFT RESOLUTION FOR 2016 
AND STATUTORY ADJUSTMENTS FOR 2016
(Delivered at the meeting held on May 15, 2015 and updated after the meeting held on May 21, 2015)

By way of introduction, I believe it would be a useful exercise to explain that the General Assembly approves the budget of the OAS in two stages.  The first stage, which concerns us today, deals with money coming in.  The second stage, which culminates in October, deals with the way the money is spent.  That, as you all know, is the formal budget process that begins after the June GA with a formal Secretariat proposal in July.   


The upcoming June GA will approve the financing and the budget ceiling for two separate funds.  The first is the Regular Fund, which is the main operational budget of the Organization. The second is the Indirect Cost Recovery (ICR) Fund – effectively what we would call overhead.  As such, the June GA in effect sets quota payments due by member states for the year in question.  


The draft resolution before you, therefore, contains two central elements:  First, the basis for setting quota payments for each member state, and the quota amounts proper for 2016.  Second, the draft resolution sets the total for the overall regular fund budget level – what we call the budget ceiling, for the regular fund and the ICR fund.  


Taking the ceilings one at a time:  


The first ceiling is for the Indirect Cost Recovery Fund (ICR). This ceiling is established according to a formula set out in the general standards, by which the budget ceiling of the ICR shall be 90% of the average ICR income received in the 3 years preceding the budget resolution approval.   Therefore, in this resolution we take the actual received ICR amounts for 2014, 2013, 2012 – we average them – and we take 90% of that figure.  That becomes the ICR ceiling for the next three years.  


Based on this formula, the ICR budget number will be $6m, of which $1.5m is transferred to the regular fund, as we do every year.  The 1.5m figure is not set in stone, but we have used it for the past several years.  In sum, the total ICR ceiling for the next three years will be $4.5m.  Note that following a general trend of declining specific funding, this number is $750,000 less than the previous ICR ceiling.


The second ceiling is for the Regular Fund. This ceiling is established based on the indicative budget ceiling number established in last year’s resolution.  Note that 2016 is the second year of a biennial budget. 

As you will recall, the 2015 Regular Fund budget ceiling was divided into $54,3m for personnel (Object 1) and $30m for non-personnel (Objects 2-9), for a total overall budget of $84,324,100. This represents the indicative budget ceiling figure, as established in the 2015 approved budget ceiling resolution and it is the figure we are reflecting in this 2016 draft resolution as well.


That said, we believe it is our duty as your Secretariat to provide you with additional information regarding the reality of what it will take to run, and pay for, this organization in 2016.  


Simply stated, the actual projected expenses for the 2016 budget are higher than the indicative figure by approximately $1.2 million. This projection is not exact, and it is conservative.  But it attempts, as best we can, to take into consideration projected statutory increases for personnel and non-personnel.   By statutory increases, we mean increases that will obtain every year, mechanically, by virtue of statutory obligations.  As you will see, not every item will occur each year, but when they do, we are obligated to meet those costs.  


The chart (Annex 1) 
/ that you see on screen breaks down these estimated statutory increases for 2016: 

· COLUMN 1:  represents the 2015 approved budget of $84.3 million broken down by personnel and non-personnel.  Again, Personnel is $54.3 million and non-personnel is $30 million.  This is also the indicative figure for 2016.

· COLUMN 2:  shows the Cost of Living Adjustment (COLA) in September 2016 for General Services’ category of approximately $100K. 

· COLUMN 3:  represents the COLA for the Professional Category, in which we have placed a zero.  But this deserves a brief explanation to understand how these numbers might move.   Of course we do not know what the COLA figure will be in 2016. In 2015, the figure was ZERO for the Professional category, and there is a chance that for 2016 it will be $0 as well.  We have conservatively reflected that here.   According to the United Nations COLA calculation, a 1% COLA increase would be obtained if inflation of about 4% is sustained for 11 consecutive months.  For us, this represents an additional $200,000.  But today’s inflation rate is approximately 1.6%, so this looks unlikely, but not impossible.  Finally, if the United Nations decides to change its COLA formula – which it can do –we would be forced to meet that change.  

· COLUMN 4:  Represents the cost associated with a step increase that will take effect this year in July, which will obviously affect the second half of this year, but also have an impact in the salary base for the first half of 2016. This represents an additional cost of approximately $400K.
· COLUMN 5:   Then, for the second half of 2016, we will predictably be faced with a salary step increase, which we reflect here as approximately $350K. BTW- And at the risk of being too granular, these numbers are also affected statutorily by such matters as changes in the number of dependents, and reclassifications – but the changes are small.  

· COLUMNS 6 and 7:   Is the additional yearly costs of a possible medical insurance adjustment.  I say possible only as a hedge, but we will very likely see an increase of 5% here, just as we did for 2015.  Medical costs continue to increase and the Medical Insurance Committee will likely request a 5% increase in premium costs.  For us, this translates to an additional $150K for the institutional insurance coverage for Staff (personnel) and $150k for the institutional insurance coverage for Retirees (non-personnel).   


The FINAL COLUMN adds it all up.  The overall Total Budget with Statutory Adjustments for 2016 equals $85.5 million. If we compare this estimate to the indicative ceiling figure of $84.3 million, we have a difference of $1.2 million, or an approximately 1.4%.


Note that these statutory adjustments exist every year.  Stated another way, all else being equal, it costs the OAS roughly that additional amount to operate in the same way we did the year before.  In the absence, then, of any increase, we must find savings in the existing budget.


We hope the member states find this information useful as they consider the resolution tabled today.


Thank you.
Annex I

Budget Ceiling 2016 Presentation:
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�.	This document was inadvertently published with the classification AG/CP/Sub.AAP-390/15 add. 1.


�.	Updated based on requests made by member states at the meeting of the Subcommittee on Administrative and Budgetary Matters of the Preparatory Committee held on Thursday, May 21, 2015 for additional explanations of the table detailing statutory adjustments for 2016.
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