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The Chair of the meeting, Ambassador Francisco Villagrán de León, called to order the tenth meeting of the Committee and placed before it for consideration the order of business (CP/CAAP-2878/06), which was adopted as presented. 

1. Presentation by the OAS Secretary General, Mr. José Miguel Insulza 
Ambassador Villagrán de León extended a warm welcome to the Secretary General and to the permanent representatives who came to the CAAP meeting to consider a matter within the purview of both the Secretariat and the member states, namely, the Organization’s budget.  

The Chair recalled that in June 2006 the Secretary General had apprised the member states of the economic situation that prevailed when he assumed his post and of future prospects. At that time, the Secretary General had said that the principal reason for the Organization’s financial weakness was the systematic decline in its budget for over a decade, which was caused by two factors: the freeze on its ordinary income and an increase in its mandates. He also recalled that it was generally felt that, given its current resources, the OAS was not in a position to carry out the mandates assigned to it by the General Assembly. 

Ambassador Villagrán de León pointed out that the operations of any institution whose income did not keep up with the cost of living or whose revenues declined would deteriorate.  Under the circumstances, the OAS had endeavored to continue functioning by resorting to such measures as seeking to obtain resources from sources other than member state quotas and reducing its budget through cuts in staff and services.
The first course of action—obtaining specific contributions for projects in the different areas of the Organization—led to competition among the areas for donor resources.  The second resulted in staff cutbacks, which implicated a loss of specialized human resources and a subsequent weakening of internal controls, in addition to a major deterioration of basic infrastructure and the paring down of operating costs.  

Management and the member states were working and would continue to work to find immediate solutions. The Chair recalled that last year all countries had paid at least their annual quotas and that, in 2006, several had been significantly reducing their debt and had decided to update the scale of quota assessments and increase the budget ceiling for 2007.
However, the Chair noted that much remained to be done, specifically with regard to matters that the Committee had focused on recently, such as the cost-of-living adjustment and the new policy for recouping indirect costs. He gave the floor to the Secretary General, José Miguel Insulza, to shed light on possible solutions to pending problems.
The Secretary General commented on various aspects of the budget issue, including the Organization’s current financial situation and adjustments needed to address inflation and fulfill statutory mandates. Looking toward the future, he put forward measures essential to shoring up the Regular Fund and, in that context, the new proposed policy for recovering indirect costs.  Mr. Insulza concluded by asking the CAAP to consider recommending to the Permanent Council that it authorize the use of US$2.9 million from the Regular Fund Reserve Subfund to cover the adjustments to the 2007 budget and that it adopt, ad referendum of the General Assembly, amendments to Articles 78 and 80 of the General Standards, to facilitate the collection and distribution of indirect costs.   The Secretary General’s statement would be published as an official CAAP document.
The representatives of Belize, Brazil, Chile, Colombia, Costa Rica, Guatemala, Honduras, Jamaica, Panama, Trinidad and Tobago, Uruguay, and Venezuela thanked the Secretary General for his presentation and were in agreement that the cost-of-living adjustment was a commitment undertaken by the member states in contractual agreements concluded with the Organization’s staff.  A decision in that regard was therefore necessary.  The delegations also deemed it appropriate to review the need to amend Articles 78 and 80 of the General Standards to permit the recovery of indirect costs.
The representative of Canada supported, as an exceptional measure, the proposal to adjust the 2007 program-budget.  However, he said that the proposal for a new policy for indirect cost recovery had to be looked at more carefully.
The United States delegate said that his delegation was not authorized to approve any increase in budget spending adopted by the General Assembly for 2007.  Approving the funding of recurrent staff costs from the Regular Fund Reserve Subfund would result in a higher budget ceiling in the short term and consequent budgetary liability for the member states in 2008.  As concerned the new policy for the recovery of indirect costs, before further consideration of the proposal he requested a document that would provide a clear explanation of how the percentage was to be charged to the different funds.  

The Permanent Representative of Belize said that she wished to take advantage of the Secretary General’s presence to draw attention to the geographic representation of the Secretariat staff.  She said that the document on human resources distributed for consideration under another agenda item showed that the countries of the Central American and Caribbean regions made up less than one third of the Secretariat, or less than 35 percent.  Ambassador Shoman indicated that that situation was unacceptable and should be corrected to redress the existing imbalance and implement Article 120 of the OAS Charter.  She trusted in the political skill and the determination of the Secretary General to come up with a plan to resolve the problem.  The representatives of Antigua and Barbuda, Honduras, Jamaica, and Trinidad and Tobago supported the request made by the delegate of Belize, and the Committee decided to give the matter careful consideration.
2. Consideration of the decision on projected statutory and inflationary adjustments to the Regular Fund program-budget for 2007, presented by the Secretariat for Administration and Finance 
The Chair placed before the Committee for consideration the draft resolution set forth in document CP/CAAP-2870/06, which the delegations had already seen on various occasions.  Since the revised version reflected the comments and observations presented by delegations, it was deemed that there was a consensus to approve it, given that its approval would not entail any increase in member state quotas for 2007.
Following a discussion in which the delegations of The Bahamas, Brazil,
/ Chile, Costa Rica, Colombia, Guatemala, Mexico, and Saint Kitts and Nevis took part, the Committee decided that it should be expressly stated in the resolution that its approval did not require an increase in the 2007 quota of any member state and that it did not imply an increase in the budget ceiling for 2008.

The representative of Brazil requested that the phrase “and typically, the excess is primarily attributable to the payment of Member States’ quota arrearages,” contained in the first paragraph under “Taking into account,” be deleted.
The draft resolution was approved as amended by the delegations and would be submitted to the Permanent Council for consideration. 


Given the lateness of the hour, consideration of the other topics on the order of business was postponed until the next meeting.  The meeting was adjourned at 1:35 p.m.
3. Delegations in attendance
The following delegations participated in the meeting:
Antigua and Barbuda
Argentina
Bahamas
Barbados
Belize
Brazil
Canada
Chile
Colombia
Costa Rica
Dominica
Dominican Republic
Ecuador
El Salvador
Guatemala
Haiti
Honduras
Jamaica
Mexico
Panama
Paraguay
Peru
Saint Kitts and Nevis
Saint Vincent and the Grenadines
Trinidad and Tobago
United States 
Uruguay
Venezuela
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The Brazilian representative’s statement was published as document CP/CAAP-2880/06.






