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Current projections for execution of the 2011 Budget of the GS/OAS point to a combined deficit in the Regular Fund and Indirect Cost Recovery Account of $3.4 million by December 31, 2011 due to the following factors: 
1. UN Statutory Adjustments: 
In May, the Secretary General advised Member States that statutory adjustments for both general services and professional staff adopted by the United Nations significantly exceeded the estimates incorporated in the Approved 2011 Program-Budget and that mandatory implementation of these adjustments would require a reduction of $1.4 million in personnel costs in order to remain within the approved threshold for personnel expenditures (i.e., 64.38% of the Regular Fund Approved Budget)
. (see also Annex 1).
Taking into account the significant reduction of posts implemented in 2010 as a result of   the approval of the 2011 Program-Budget and that personnel reductions in 2011 would generate separation costs that exceed the $1.2 million termination appropriation,  the GS/OAS sought, where feasible, alternative sources of financing such as transfers of affected staff to the Specific Funds; however, given an expected lower level of Specific Fund contributions for 2011, this option has not proven viable and the GS/OAS has begun the process of  staff separations.
As of June 30, 2011, agreed separations have reduced the projected personnel deficit from $1.4 million to $0.5 million. Termination costs recorded to date exceed the corresponding appropriation by $0.6 million.  It is estimated that in order to bring personnel expenses in line with the approved threshold, total termination expenses in the Regular Fund will amount to at least $3.2 million, exceeding the termination appropriation by $2.0 million.
2. Indirect Cost Recovery (ICR)
As of June 30, 2011, the ICR account is projected to be in a deficit position of $1.4 million at year-end (Annex 2). This projected deficit reflects an expected lower level of contributions to the Specific Funds and a marked decrease in interest income as long-term securities with relatively high interest rates purchased prior to the market downturn have either matured or have been sold to meet cash requirements and are being replaced with investments providing lower prevailing rates of return. It also takes into account a transfer of $2.5 million to finance the Regular Fund 2011 Appropriation in accordance with the 2011 Program-Budget Resolution
. 
The elimination of this projected deficit will require a significant reduction of the amount transferred from the ICR account to finance the Regular Fund appropriation and a corresponding reduction in Regular Fund execution.
Addressing the Deficit Projection (Annex 3)
In order to meet the termination obligations of the Regular Fund and address the expected shortfall in the Indirect Cost Recovery account, the General Secretariat will take the following actions: 
1. Regular Fund non-personnel execution, other than terminations will be reduced by $3.4 million, $2.0 million of which will be transferred to cover termination costs.
2. Total budget execution in the Regular Fund will be reduced to $83.9 million, $1.4 million below the approved level. The budgeted transfer from the ICR account to the Regular Fund will be reduced from $2.5 million to $1.1 million to fund the reduced execution level. 
3. In order not to cancel or suspend programmed scholarships, $3.4 million of scholarship costs will be temporarily funded from the Capital Fellowship Fund.  This amount will be reimbursed from future scholarship appropriations. 
4. The transfer described above of $2.0 million from Chapter 7 – Executive Secretariat for Integral Development to Chapter 10- Basic Infrastructure and Common Costs will exceed 5% of the resources of both Chapters.
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Projected Increases to Personnel Expenditures Jan - Dec 2011
In millions of USD

Personnel Budget 2011 $54,9 (Includes 1.4 million instatutory increases)
Projected Personnel Expenditures Jan - Dec 2011 $56.3 (Includes 2,8 millon instatutory increases)
Variance: $1,4

Costdriver Budget 2011 Revised Estimate 2011
| Assumptions | | Assumptions | $
mpact of 2010 increases on the 2011 budget: ~ |1% Prof & GSincrease ,5/0.9% Prof & 7.3% GS I
2011 statutory remuneration adjustments: [1.5% Prof & GS increase ,5(2.8% Prof & 2.0% GS |
Mandatory step increases: |
Health insurance premiums: |1.5% increase ,1[1.5% increase |
Reclassifications & Competitions |
Overtime |
|
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Organization of American States SCHEDULE A-2
Indirect Cost Recovery (ICR) PRELIMINARY AND UNAUDITED
Statements of Changes in Fund Balance
From January 1, 2009 to June 30, 2011

2009 2010 2011
Actual Actual Actual i Projection Projection
(in thousands of USD) December 31 December 31 June 30 ' Jul to Dec December 31

|

Increases !
ICR collection from Specific Funds 5,888 6,937 2,510 | 3,733 (c) 6,243
Interest income earned from Specific Funds 1,159 1,283 (a) 96 | 504 (d) 600
Adjustment for prior year transactions 255 1,682 (b) 236 (b) | - 236
Total increases 7,302 9,902 2,842 i 4,237 7,079

Decreases E
Adjustment for prior year transactions and transfers out 241 1,179 (b) 75 (b) | - 75
Transfer to the Regular Fund 1,200 2,500 - i 2,500 2,500

Expenditures: '
Personnel (includes taxes) 4,590 5,006 2,843 | 3,219 6,062
Non-personnel 1,285 1,408 729 H 810 1,539

Total decreases 7,316 10,093 3,648 L 6,529 (e) 10,177 (g)

'

'
Net change during period (14) (191) (806) | (2,292) (3,098)
Cash balance at beginning of period 2,536 2,522 2,331 i 1,525 2,331
Cash balance at end of period 2,522 2,331 1,525 (767) (767)
Unliquidated obligations 1,474 792 1,045 1 633 (f) 633
Fund balance 1,048 1,539 480 (1,400) (1,400)

() Includes realized gains,
(b) Includes ICR collections from prior years and adjustments related to projects financed by Spain that were pending negotiation.

{c) Based on 2009-10 data and assuming a second phase for CIDA Cooperation Plan (approx. USD 6 million contribution for year) and lower contributions from Spain during 2011.
(d) Considering much lower realized gains and interest income.

() See Schedule B for details.

(f) Reflects obligations for one month for operating expenses {without a share for the transfer to the Regular Fund).

(8) Includes USD 295,260 for Follow-up and Evaluation as per agreement with Spain 2009 (2nd chause, footnote 1).
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As of June 30, 2011

Regular Fund

Approved Projection
Budget December 31  Variance

(@) (b) {c)=(b)-(a)

Personnel 54.9 54.9 - Beginning cash balance
Non-personnel: Income

Termination 1.2 3.2 20

Non-termination 29.2 25.8 (3.4) 0 Expenditures:
Total 85.3 83.9 (1.4) Operational expenses

Transfer to Regular Fund
Total expenditures

Net change

Ending cash balance

Obligations
Reserve Fund Balance

Notes:

i) Transfer of scholarship expenses to the Capital Fellowship Fund
i) Obligations for one future month

Annex 3
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� 	� HYPERLINK "http://scm.oas.org/doc_public/ENGLISH/HIST_11/CP26417E04.doc" ��CP/INF.6248/11�: Proposal for Financing the 2012 Program-Budget of the Organization of American States.


�	� HYPERLINK "http://www.oas.org/BUDGET/2011/FINAL%20Approved%20Program%20Budget%202011%20English.pdf" ��AG/Res.1 (XL-E/10) corr.1�





