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REPORT OF THE COMMITTEE ON ADMINISTRATIVE AND

BUDGETARY AFFAIRS ON THE DRAFT RESOLUTION:

“INDIRECT COST RECOVERY” CP/CAAP-3119/11 REV. 4

As Chair of the Committee on Administrative and Budgetary Affairs (CAAP) it gives me pleasure to submit to the Council the draft resolution entitled "Indirect Cost Recovery,” document CP/CAAP-3119/11 rev. 4, and to describe the review process for this draft resolution.
This draft resolution was presented to the CAAP by the delegation of the United States on August 2.  In the course of that meeting, the delegations decided to refer the draft resolution to the Working Group on the Review of OAS Programs to better study and review it.  The delegations considered the draft at the meetings of the Working Group of October 13 and November 15, where their discussions focused on four issues:

· Use of the totality of ICR receipts should be subject to the determination of member states ex-ante and not ex-post, as is currently the case. 
· Linking of the use of ICR receipts with the Regular Fund program-budget. 

· A portion of ICR receipts should be used to support the creation of a financial reserve for the Regular Fund program-budget.

· Reduction in the annual variability of ICR receipts and its impact on human resources management.
Following the formal discussions and informal consultations, on November 21, the Working Group, chaired by Counselor Pierre Giroux, Alternate Representative of Canada, presented to the CAAP the results of the study, which aims to strengthen financial administration of the Organization and make the most of resources, in particular ICR receipts.

Therefore, bearing in mind the current state of austerity in the Organization, the draft resolution requests the approval, ad referendum of the General Assembly, of an amendment to Articles 72, 78, and 80 of the General Standards, which envisages the following points:

· Establishment of an ICR Fund, which would include two subfunds:  An ICR operations subfund and an ICR reserve subfund. 
· Establishment of a baseline using 90% of the average ICR receipts for the last three fiscal years (2009-2010-2011) 
· Starting the first day of the fiscal year (2012), credit all ICR receipts to the ICR Fund, up to the level of the agreed baseline.  The surplus will be deposited in the reserve subfund.

· Prepare a program-budget proposal that will allow the ICR Fund resources to be used up to the level of the ICR baseline as an integral part of the program-budget.
· Should the ICR be insufficient to cover the ICR program-budget in a given year, subject to the availability of resources in the reserve subfund, the General Secretariat will authorize their use to cover the shortfall; conversely, any surplus above the baseline will be credited to the ICR reserve subfund.
· The ICR baseline will be revised every three years based on the above-mentioned 90% of the average ICR receipts. The next baseline will be based on the average ICR receipts for the 2012, 2013, and 2014 fiscal years.
· Any funds above the amount necessary to ensure coverage of the future needs for financing the baseline in the reserve subfund shall be credited to the Regular Fund reserve subfund when the baseline revision is carried out.

As the Working Group on the Review of OAS Programs reported, the purpose of this resolution is to ensure that ICR funds are used in a more transparent and effective manner in accordance with the program-budget and Regular Fund of the Organization.  Accordingly, at the meeting of November 21, 2011, the CAAP decided to submit this draft resolution (document CP/CAAP-3119/11 rev. 4) to the Permanent Council for consideration and approval.
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