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CHAIR’S NOTE ON THE PROCESS FOR ICR RESOLUTION

1. The current debate by delegates on reforming the ICR management has focused on four three issues. First, there is a desire that the use of the totality of ICR receipts would be made available to Members ex-ante and not ex-post, as it is currently the case.  Second, there is a desire to more closely link the debate on the use of ICR receipts with the debate on the Regular Fund program-budget.  Third, there is with that a portion of the ICR receipts be used to support the creation of a financial reserve for the regular budget. Finally, there is a desire to reduce the annual variability of ICR receipts and its impact on Human Resources management. 

2. If the current resolution proposal addresses totally or partially three of the issues, it leaves the issue of annual variability of ICR receipts unresolved. On the contrary, the current proposal would accentual the cyclical variability of the ICR receipts. 

3. The Chair would like to propose an alternative approach that would address the four preoccupations of the members. It would imply to modify the current resolution and incorporating eight components:  

a. Create two ICR account:  one for regular use of ICR; one for ICR reserve account.

b. Establish an ICR Baseline by averaging the last three fiscal year ICR collection (2009-2010-2011).

c. Starting the first day of the FY (2012 in our case), credit the ICR regular account with all new ICR collection, up to the level of the agreed baseline; credit all additional ICR collection to the ICR Reserve account.

d. Prepare a program-budget proposal (2012) for the use of the ICR regular account at the level of the ICR baseline, on the same model as the regular program-budget, and present this ICR program-budget to CAAP and Council for approval; in future year, add the ICR account budget to the presentation of the regular OAS budget, starting with the 2013 budget.

e. Should the ICR be insufficient to cover the ICR program-budget in a given year, the Secretary General will be authorize to draw on the ICR reserve account to cover the shortfall; conversely, any surplus above the ICR baseline level will be credited to the ICR reserve account. 

f. The ICR baseline will be revised every three years; the revision will be based on the average ICR collection of the last the fiscal years, increasing, maintaining or reducing the ICR baseline to reflect the ICR collection trend.

g. The ICR program-budget level will be revised every three years to reflect the agreed ICR baseline.

h. Should it be determined that the ICR Reserve account has unneeded funds base on an upward trend in the ICR collection, the unneeded funds will be credited to the …. (Capital Fund?; Regular Budget Reserve? Other use?)  

4. Draft resolution CP/CAAP-3119/11 Rev 2, of November 9, 2011 reflects points 1 to 5 of the above mentioned proposal from the Chair, including the interface between the new ICR baseline and the regular program-budget process. The WG now has to look at the following points:

· Do the delegates agree on the concept basket model to the use of ICR receipts as proposed by the Chair?

· Is 90% of 3 year average (2009-2010-2011) of ICR receipts acceptable as the baseline for the ICR management model?

· Should the baseline be revised every 3 years; the next baseline would be based on the 2012-2013-2014 ICR receipts?

· Should we include in the resolution a provision that any funds above the needed requirements to ensure future funding needs of the ICR baseline available in the ICR reserve sub-fund should, at the moment of the revision of the ICR baseline, be transferred to the regular budget reserve?

5. Once we agree with the concept proposed by the Chair and the subsequent questions in paragraph 4, a new rev 3 will be produced and distributed for comments. The rev 3 will be transmitted to the next formal CAAP meeting, then, upon approval by the CAAP, to the Permanent Council for final approval. The goal is the have the approval process completed before the end of December 2011, for implementation of the ICR resolution in the 2012 Fiscal Year. As we now have approved the 2012 Regular Budget-Program, 2012 would be a transition year, where an interim program-budget for the ICR baseline would be presented to delegates with the full integration of the ICR baseline budget into the 2013 regular program-budget process. 

6. ICR use has been traditionally shared between a transfer to the Regular Budget and direct payment of costs incurred by the Secretariat. The transfer to the Regular Budget, set arbitrarily at US$2.5 M from the ICR collection, is blended into the other income sources (Assessed contributions from members, rents and interests) to fund the Regular Budget and is accounted for through the Budget-Program approval process. This amount should be kept at that level under the new ICR management scheme to maintain the financing base of the regular budget. The balance of ICR collections are accounted for in the Quarterly Resources Management Report. In the new proposed ICR management scheme, the proportion allocated to the baseline would be accounted in an additional presentation incorporated into the regular Budget-Program process.

7. An example using the figures given in CP/CAAP-3125/11, 2 August 2010, can illustrate this new process. If we use these figures, the 3 year average ICR collection for 2009- 2010-2011(est.) was USM$8.094. Assuming for this example that ICR the baseline is set at 90%, this would give us an ICR baseline of USM$7.285. Applied to the 2012 Budget-Program process, this would imply a transfer of USM$2.5 from the US$7.285 to the Regular Budget funding, leaving US$4.785 for ICR funded activities in 2012.  The 2012 Budget-Program process would have then included a proposal for the use of this amount in the 2012 activities, and would have been debated previously to the October 31 Special General Assembly and approved at that point. During the course of 2012, all ICR collections above USM$7.285 would be allocated to the ICR reserve Sub fund.

Pierre Giroux

Counselor, Alternate Representative of Canada to the OAS

to the Organization of American States

Chair of the Working Group on the Review of OAS Programs
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THE PERMANENT COUNCIL OF THE ORGANIZATION OF AMERICAN STATES,

TAKING INTO ACCOUNT the need to strengthen further the financial management of the Organization, taking the fullest advantage of all resources, in particular the funds derived from indirect cost recovery (ICR); 

CONSIDERING General Provisions of a Financial and Budgetary Nature of the General Standards to Govern the Operations of the General Secretariat of the Organization of American States (OAS); 

BEARING IN MIND the current financial stringencies of the Organization; and

WITH A VIEW TO ENSURING that indirect cost recovery funds are used in compliance with the program-budget and the Regular Fund of the Organization,

RESOLVES:

1. To approve ad referendum of  the General Assembly amendments to Articles 72, 78, and 80 of the General Standards to Govern the Operations of the General Secretariat to read as follows:
/
a.
Article 72.  Subparagraph b. is amended to read as follows:


b.
The amount of this Subfund shall be 30 percent of the total of the annual quotas of the Member States. This amount shall be reached through crediting to this Subfund the annual income in excess of the obligations and expenditures of the Operations Subfund and resources from the Indirect Cost Recovery Reserve Subfund, in accordance with Article 80 (i) and (ii) of these General Standards. To the extent that the Subfund exceeds 30 percent of the total of the annual quotas of the Member States, the excess shall be available for any purpose approved by the General Assembly.

b.
Article 78. Subparagraph c. is amended to read as follows:

c. Interest earned by each specific fund established under Article 74 of these General Standards shall be credited to the Fund the Service Account of Specific Funds established for Indirect Cost Recovery (FICR) referred to in Article 80 (i) of these General Standards. 

iii. The General Secretariat’s quarterly semi-annual reports to the Permanent Council and CEPCIDI on the use of the Funds administered by the General Secretariat shall include all accreditations to and disbursements from the Service Account of the Specific Funds established for the recovery of Indirect Costs the FICR, including the source and use of the money collected for each technical area within the General Secretariat, and the total interest earned.  These reports shall also include disbursements made from that fund Account to supplement income to the Regular Fund, as required by the General Assembly in the approved annual Program-Budget of the Organization.


c.
Article 80

i. Subparagraph d. is amended to read as follows:

iii. The General Secretariat shall establish the rate for the recovery of Indirect Costs (ICR) for projects funded by the Specific Funds and Trust Funds. and it shall semi-annually inform the Permanent Council regarding the amount recovered for Indirect Costs and their use by The General Secretariat shall submit a quarterly report to the Committee on Administrative and Budgetary Affairs (CAAP) regarding the ICR resources. The report shall contain any information that may be requested by the CAAP and all information that the General Secretariat considers useful for planning the use of the ICR resources, including:

i. A list of exemptions approved by the General Secretariat from ICR relating to specific funds;

ii. A budget execution report by each Secretariat;
iii. The balance and financial flow affecting the  Indirect Cost Recovery Reserve Subfund (ICRRS); and
iv. A projection of ICR for the following 12 months.
ii.
A new subparagraph i shall be included, to read as follows:
/
i.
All resources from indirect cost recovery (ICR) shall be assigned to the Fund for Indirect Cost Recovery (FICR). The FICR shall include two Subfunds: the ICR Operations Subfund (ICROS) and the ICR Reserve Subfund (ICRRS). The FICR shall be subject to the following guidelines:

i. The General Secretariat shall submit to the Permanent Council a proposed budget for use of the ICR resources, which shall form an integral part of the draft program-budget. This proposal shall 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 average shall be reviewed every three years in adopting the program-budget of the Organization and the General Assembly shall also adopt the ICR budget. In the event that the revenue from ICR collected in the fiscal year concerned is less than the revenue projected, and to the extent that funds are available in the ICRRS, the General Secretariat may transfer from the ICRRS to the ICROS an amount equal to the difference between projected ICR revenue and ICR revenue collected in the current fiscal year. If revenue collected is more than that projected, the surplus shall be deposited in the ICRRS.

ii.
Every three years the CAAP shall evaluate the ICRRS level to determine whether transferring funds from the ICRRS to the Reserve Subfund of the Regular Fund is justified. In such event, the Permanent Council shall approve the amount or percentage to be transferred. 

iii.
The ICRRS resources shall be invested in the same way as other funds of the Organization, pursuant to Article 79 of these General Standards.
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�.	The current subparagraph i becomes subparagraph j.





