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CHAIRMAN’S NOTE
PROPOSAL FOR THE REVIEW PROMPT PAYMENT DISCOUNT POLICY
APRIL 12, 2011
1) The previous discussions on the review of the prompt payment discount policy revealed a diverge of views between delegates who saw value in the prompt payment discount as an incentive to ensure the adequate level of cash flow for the Organization and the members who where troubled by the increasing loss of net revenue for the Organisation the policy entailed as an increasing number of Members took advantage of the policy. 
2) As the two views are held by a significant number of Members, the Chair would like to propose a compromise that would balance the desirability of incentivising early payment of annual assessed contributions and reducing the financial loss to Organisation. A decision on the prompt payment discount policy would be advisable before the discussions of the 2012 Budget ceiling and level of quotas are launched as the prompt payment discount will effect the net disbursement each Member will face in 2012. The following proposal is a reformulation of the current policy as it maintains a prompt payment discount but reduces the applicability of the policy from 4 (January to April)  to three months (January to March), and establishes a graduation of rate of discount from the 3 % for payment in January, 2 % in February and 1% in March.  
3) The proposal is the following: 
Member states that pay all their quota assessment for the current fiscal period by March 31 of that period are entitled to the following discounts: 3% of the quota assessment paid by January 31; 2% of the quota assessment paid by the last day of February, and 1% of the quota assessment paid by March 31. The prompt payment discount is only applicable when the quota assessment is paid in full; where partial payments are made in the months mentioned in this paragraph, the discount percentage applied shall be that which corresponds to the month in which the last payment is made. The discount shall be applied to the quota assessment for the next fiscal period.

4) The proposal has two main advantages:
· It increased the incentive to pay the quota early by increasing the benefit of very early payment and rapidly reducing the benefits of later payment;

· It increases the net income of the Organization when compared with the current policy by either reducing the total income loss through a lower progressive rate and shorter discount period as well as increasing the interest income of Organization as Members would be motivated to bring in their contributions earlier than under the current policy.
Pierre Giroux

April 8, 2011
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