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Indirect Cost Recovery (ICR) Policy:
2011 Comprehensive Review
From January 1, 2011 to December 31, 2011
The current ICR policy was implemented after issuance of Permanent Council Resolution CP/RES. 919 (1597/07) which amended articles 78 and 80 of the General Standards that govern the operations of the General Secretariat of the OAS. 
The ICR policy allows the GS/OAS to recover indirect costs from Specific Fund activities in a centralized manner. Indirect costs are those incurred to support Specific Fund activities that cannot be easily attributed to those activities. For example, indirect costs related to Specific Fund activities include salaries of personnel in the accounting or the external relations function of the GS/OAS. 
This is the fourth annual comprehensive review of the ICR policy since its inception.
OVERVIEW OF 2011 FINANCIAL RESULTS
ICR income declined in 2011 compared to 2010 by USD 2 million as a result of lower contributions to Specific Funds and lower interest income. 

ICR inflows totaled USD 6.7 million (see Schedule A) while ICR outflows totaled USD 7.7 million (see Schedule B). GS/OAS regulations require funds to be available to record personnel obligations for the contractual period of employment. At the end of 2011, the Fund for ICR had a cash balance of USD 1.4 million (see Schedule C). Of that amount, the GS/OAS obligated USD 1.3 million for expenses to be incurred in the first two months of 2012 leaving a reserve balance of USD 0.1 million at the end of 2011. 
The cost of 27 staff members from the Regular Fund for October-December 2011 was transferred to the ICR account for a net cost of $0.3M in 2011. The 27 staff members were transferred back to the Regular Fund effective January 1, 2012. These costs temporarily transferred to ICR represented a portion of the $2.5 million budgeted subsidy from ICR to the Regular Fund that was not implemented during 2011.  
2011 SOURCES OF FINANCING FOR ICR
The GS/OAS programmed USD 65.0 million in Specific Funds from January 1, 2011 to December 31, 2011. The GS/OAS recorded income of USD 6.7 million for the 12-month period (see Schedule E), representing an average ICR rate of 10.3% of programmed funds. This amount includes interest income, since most donor agreements do not require interest income to be returned to the donor. In other words, interest is used to further defray indirect costs incurred by the General Secretariat.
It is important to note that not all contributions can be assigned an ICR rate of 11% or 12% because there are certain exemptions established under article 80i of the General Standards and exceptions established under Executive Order 07-01 Rev. 2, and ICR contribution from certain donor governments are subject to legislative restrictions. 

Programming
Funds Programmed at 11% or 12%

The majority of contributions falls under this category as per Executive Order 07-01 Rev.2 and incur a 11% or 12% ICR coverage.
Programmed at 10% or less

The GS/OAS records less than 11% ICR on certain contributions due primarily to the reasons listed below. In some cases, donors paying ICR rates below 11% allow broader cost assignment to direct project costs, yielding a net effect of an effective ICR rate close to 11% or 12%.
Trust for the Americas: The GS/OAS reached an agreement in regards to contributions received for the Trust for the Americas. This agreement establishes a preliminary rate of 2% on remaining 2007 agreements and a 5% fixed rate thereon. The Trust for the Americas, however, does not receive an allocation from ICR collected as occurs with other areas of the GS/OAS.  The reason to charge a lower rate is because the Trust is an autonomous entity with distinct management support requirements. 

GS/OAS compliance with donors’ legislation: Certain donors have restrictive legislation that establishes a maximum allowed ICR rate on certain contributions to international organizations. The GS/OAS has recorded less than 11% ICR on these contributions.  
Exceptions from the Secretary General under Executive Order 07-01 Rev. 2: The Secretary General issued one exception in 2011. The exception was granted to Kellogg Foundation’s USD 25,000 contribution to support the Conference of the Haitian Diaspora.
Exemptions established under article 80i of the General Standards

“Grandfathered” Agreements

The GS/OAS is still receiving scheduled payments (contributions) from various donors and is still executing remaining balances on agreements signed prior to the ICR policy issued in May 2007. Most of these agreements carry a 2% ICR rate or lower. However, “grandfathered” contributions decreased from USD 9.5 million in 2009 to USD 3.7 million in 2011, and are projected to decrease further in 2012.

Contributions by Member states totaling no more than USD 20,000

Contributions/grants by Member states totaling no more than USD 20,000 per donor in the Organization’s fiscal year to an ongoing activity are exempt from ICR.

Meetings co-financed by the Regular Fund Program-Budget

GS/OAS does not collect ICR on meetings co-financed by the Regular Fund, as established by Executive Order 07-01 Rev. 2. 

Interest income earned from Specific Funds
As per Article 78(i) of OAS General Standards, interest earned by the Specific Funds defrays part of the indirect costs, unless otherwise specified in the corresponding agreement with the donor.
Adjustments for Prior Year Transactions
The General Secretariat records ICR upon programming of funds. However, ICR for some contributions received at or near year-end may be recorded in the following fiscal period. These differences net out if the report covers all periods from inception to date. These differences may affect one or more of the Sources of Financing mentioned above during a single reporting period.
2011 USES OF ICR
Project budgets for Specific Funds are required to include a line item with 11% or 12% ICR, as required by OAS General Standards and Executive Order 07-01 Rev 2. This ICR is expensed in the corresponding project and credited to the ICR account. Subsequently, ICR revenue is distributed to various areas. 

In 2011, USD 7.66 million in ICR was allocated among various Secretariats to cover indirect costs. Some areas have had higher requirements for indirect cost reimbursement than others due to the nature of their functions. Thus, the administrative secretariats, where indirect support to Specific Funds activities is concentrated, have the greatest requirements for ICR allocation.  Therefore, ICR allocation throughout the different program areas of the GS/OAS is not proportionate to what was collected in ICR by each area (see Schedule D). 
As shown in Schedule D, ICR collected is distributed to three main distribution groups:
Technical areas and autonomous/decentralized entities 
This is the group of substantive areas of the GS/OAS that, for the most part, manage projects in support of OAS mandates (e.g. democracy, human rights, integral development, security, etc.) A large portion of these initiatives or projects are financed through Specific Fund contributions from external donors. ICR distributed to the technical areas covers indirect administrative costs in those areas’ operations.
Administration
This is the group of areas whose core function is to provide support (e.g. administrative, financial, fundraising, legal) to technical areas in carrying OAS mandates. Administration areas provide the infrastructure of the GS/OAS and thus are indirect cost in nature. These areas do not, for the most part, manage technical projects or receive external funding as is the case with technical areas. Thus, they do not generally collect ICR from donors but incur a significant portion of the organization’s indirect costs in the support of technical areas.
Regular Fund Program Budget
The amount to be transferred to the Regular Fund each year is approved by the General Assembly through the OAS Program Budget resolution. In the 2011 budget, this amount was set at USD 2.5 million; however, the transfer was not executed.
2012 OUTLOOK
ICR collection is projected to remain at virtually the same level in 2012 as in 2011.  However,in order to ensure implementation of a transfer of funds to the Regular Fund as provided in the approved budget,  ICR outflows will be reduced through a combination of cost-cutting measures, including freezing vacancies, transfers of staff to direct project costs where appropriate, and administrative streamlining.  

http://scm.oas.org/pdfs/2012/CP28164E.pdf 
Secretariat for Administration and Finance (SAF)
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