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MANAGEMENT OVERSIGHT COMMITTEE 
/
Potential Functions:

· Perform expert examination of the program budget and provide assistance to the Administrative and Budgetary Committee (CAAP). 

· Within a specified period after the submission to the Permanent Council of the Secretary General’s proposed budget for the next budgetary period, submit to the CAAP [or Permanent Council] a detailed report on the proposed program budget. 

· Submit, at such times as may be required by the CAAP [perhaps quarterly, following submission of the Quarterly Management Report], a report on the accounts of General Secretariat and the entities for which the Secretary-General has administrative responsibility. 

· Based on its analysis of the accounts of the General Secretariat, alert the CAAP to any important administrative or budgetary issues that arise during the course of the execution of the budget.

· Examine on behalf of the CAAP the administrative budgets of specialized agencies and proposals for financial and budgetary arrangements with such agencies. 

· Perform other duties as may be assigned to it by the CAAP.

Membership:
In the case of the UN’s Advisory Committee on Administrative and Budgetary Questions (ACABQ), membership consists of 16 experts selected by the 193 member States, at least three of them financial experts of recognized standing, appointed by the General Assembly to three-year terms. To ensure continuity, the terms are staggered. Consideration is given to wide geographic representation and no two can be nationals of the same country.
In the case of the OAS, membership of 3-4 would be proportionate to that of the ACABQ.  The CAAP Chair and/or Vice Chairs, perhaps supplemented by 1-2 additional members selected by the CAAP for rotational service, might be appropriate.
Relationship with the CAAP:
The Management Oversight Committee (MOC) could be constituted as a body subsidiary to the CAAP with responsibilities defined in a decision of the CAAP.  The CAAP could refer tasks to the MOC, such as a technical review of the annual budget proposal and other documents submitted to the CAAP by the General Secretariat.

BIENNIAL VERSUS ANNUAL BUDGETS 
Pros:

· Suited to long-term planning for programs with multi-year schedules

· Stabilizes spending over a longer period

· Reduces by half the time spent on decision-making during formulation exercise

· Facilitates programming in broader categories (e.g. budgeting to spend on Human Rights vs. budgeting for the Court, Commission, CIM, et al)

· Facilitates incremental changes, easing the gradual implementation of budget reductions to lower priority areas.

· Provides greater predictability for program managers.

Cons:

· Requires planning eighteen to twenty-one months ahead of the start of the second year of the biennium

· May still require interim review at least annually. 

· Estimates for the second year of the biennium may become obsolete when economic conditions change and may require revision.

· May limit flexibility to adapt to current events or changing priorities.

· New or emergency budget requests may need to be accommodated through special procedures for supplementary budget authority or authorization for use of reserves, reducing the ability of the Secretary General to respond to emergency situations.

OAS past transition from biennial to annual budgets

The General Secretariat of the OAS officially maintained a biennial fiscal cycle prior to December 31, 1997.  At the XXVII session in Lima, Peru the Secretary General presented the program-budget of the Organization for the year 1998 to the GA for approval, thus starting the practice of presenting the program-budget on an annual basis.

Prior to 1998, at each regular session of the General Assembly, the Secretary General presented either a new biennial budget or a revised budget for the second year of the biennium at every regular session of the General Assembly. The practice of the Organization was to review the progress of the budget during off-budget years.  For all intents and purposes, the General Secretariat engaged in a similar budget formulation cycle every year, whether for a new biennial budget or for the revised budget for the second year of a biennium.

Many factors, both technical and political, required a new budget formulation each year even during the period of biennial budgets.  The original estimates and assumptions regarding inflation and other factors that affected the costing of personnel and operations needed to be revised every year to respond to changing economic conditions. Another reason was that income sources, especially quota income, tended to vary significantly from one year to the next. In 1995, for example, the Secretariat was only able to collect $58 million from the member States, while in 1996 quota receipts reached $83 million. The high level of uncertainty with respect to income and expenditures made long-term planning difficult. Other complications arose when new projects, particularly those pertaining to the area of integral development, were presented to the General Assembly in the second year, but their implementation had to be delayed because resources needed to be shifted and authorization was required. It was this lack of flexibility that forced the Secretariat to re-start the formulation exercise every year.

In his address to the Preparatory Committee, the Secretary General pointed out that the Secretariat needed to use the 1999 budget formulation exercise as an opportunity to re-organize its agenda to align it with the changing conditions of the hemisphere, allowing it to redefine its strategic direction within the existing budgetary constraints. He noted the need to re-establish priorities, define new action fronts, and determine the areas of cooperation that should be preserved. All this required swift reforms in the areas of administration and management of the organization, and these changes needed to be implemented with urgency.

The 1998 program-budget proposal was received by the Permanent Council and the switch to an annual exercise was met with tacit approval. Subsequent reports of the board of External Auditors to the PC mentioned neither the merits nor the drawbacks that this change implied. The practice of presenting an annual program-budget continues to this day. 

Relationship with the Timing of the Budget Cycle 
Currently, the budget ceiling for the coming budget year is established at the Regular General Assembly in June, and the detailed Program Budget is approved in a Special General Assembly in the autumn.

In a biennial budget cycle, the practice of Special General Assemblies to approve the detailed allocation of the Program Budget could be eliminated.
Instead, at the Regular General Assembly in year 0001, the budget ceiling for the biennium 0003-0004 could be established, and the detailed program budget for the biennium could be approved at the Regular General Assembly one year later, in year 0002.

The cycle would then be repeated, so that in Year 0003, the ceiling for the biennium 0005-0006 would be approved, and in Year 0004 the budget for the biennium 0005-0006 would be approved.  (See also Figure 1).
Adoption of such a cycle would also require a transition year, in which the same General Assembly would adopt a ceiling for the last annual budget cycle and also for the first biennial budget cycle.

Thereafter the new biennial budget cycle would thus consist of two parts: Year 1 would be the budget ceiling decision year and Year 2 would be the Program Budget decision year.   In Year 1, the General Assembly could also take any needed decisions to make emergency or technical adjustments to the budget for the second year of the current biennium.
Assuming that General Assemblies continue to take place in June and the fiscal year continues to run from January 1 to December 31, a schedule for transition to a biennial budget cycle might look as follows (See Also Figure 2):

June 2013

Decision on transition to a biennial budget

June 2013

Decision on ceiling for final annual budget for 2014

June 2013

Decision on ceiling for the biennium 2015-2016

October 2013

Decision on Program Budget for 2014

June 2014

Decision on Program Budget for 2015-2016


June 2015

Decision on Ceiling for 2017-2018, and adjustments for 2016

June 2016

Decision on Program Budget for 2017-2018

The shift to such a biennial budget cycle would allow ample time for the CAAP and the Permanent Council to consider and make decisions on substantive and policy issues related to the establishment of a program-budget for a full biennium, and would also allow for technical and/or emergency adjustments at the General assembly in June of ceiling-decision years.
A Monitoring and Oversight Committee (MOC), whose formation is being considered by the CAAP, could conduct the technical review of the program-budget during the formulation stage.  Once the Secretary General delivers the proposed budget to the Permanent Council, the CAAP could refer the proposal the MOC, which would subsequently submit the proposal to the CAAP with recommendations.  During ceiling-decision years, the MOC could monitor and report to the CAAP its assessment of execution of the budget, and make recommendations prior to the General Assembly regarding any proposals for technical or emergency adjustments to the budget during the second half of the biennium.
As a final consideration, it should be noted that while the program-budget would be approved on a biennial basis, the approval of the update of the quota scale by the General Assembly
 would continue to take place every three years, based on the triennial updating of the United Nations quota scale on which the OAS quota scale is based.  Thus the timing of the update of the quota scale would alternate between budget years and off-budget years. 

This would have the effect of making the timing of setting quotas and formulating budgets independent of each other.  (See Figure 2) 
Figure 1:  PROPOSED BIENNIAL CYCLE
Figure 2:  NOTIONAL CALENDAR FOR TRANSITION FROM ANNUAL TO BIENNIAL CYCLE

Summary





During the discussion of the topic “Lessons Learned from the 2013 Program-Budget Review Process” in its meeting of February 26, 2013, the CAAP requested the General Secretariat to provide further documentation for the consideration of the CAAP.





The General Secretariat is pleased to present the following documents:





Functions of a Management Oversight Committee





Pros and Cons of Biennial vs. Annual Budgets, including the relationship with the timing of the General Assembly budget cycle.
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	�.	 Modeled on the functions of the Advisory Committee on Administrative and Budgetary Questions (ACABQ) of the United Nations General Assembly  (see http://www.un.org/ga/acabq)


�.	According to Article 55 of the OAS Charter.





