CL 137/4 Report of the 128th Session of the Finance Committee Rome, 27 – 31 July 2009
Reform and Immediate Plan of Action
Ethics Committee: The committee noted the document and proposed that membership of the Ethics Committee be addressed in the context of a United Nations system wide process in light of the United Nations General Assembly Resolution 63/250, and once the Ethics Officer had become operational. The issue will be kept open for review in a future meetings (para 8)
The IPA and RBR: In view of the expected costs and savings mentioned in the RBR, it recognized that certain costs would need to be adjusted and requested Management to do so if the assumptions, scope, or timing behind the costs changed. The committee noted the following costs: 1) costing of proposed redeployment actions, and proposals for financing them, 2) implementation method and cost of the Enterprise Risk Management, 3) provisions for management follow-up arrangements and culture change. (para 10-15)
IPA Trust Fund: While noting the cash contributions to the Trust Fund as at 7 July 2009 amounted to USD 4.94 million against pledges of USD 7.59 million, the committee expressed concern that the level of voluntary funding had not reached the targeted 2009 level of USD 14.27 million (USD 15.27 million including support costs). It urged all members to continue to support the work of Reform through the IPA. (para 16-18)

Enterprise Risk Management Study: Assessment of the Organization’s Approach to Risk Management: The FC affirmed the importance of Enterprise Risk Management (ERM) in supporting the Reform process and endorsed the revised approach to implementing an Organizaton-wide ERM proposed by the Inspector-General and Deloitte. The new project, which will be internally led, will have lower costs than the initially proposed US$2, 5 million for a consultant led project.  (para 19-22)
Progress Report on Implementation of Human Resources Management Strategy and Policy Framework: the Committee noted with satisfaction the progress achieved in the implementation of the new strategy and welcomed the new initiatives. Members were informed of two delays, 1) the finalisation of user requirements in the management information reporting project had been completed by end of July 2009 and 2) restructuring resulted from difficulties encountered in undertaking a timely evaluation of the innovative approaches being tested in pilot exercises with a view to determining appropriate organizational designs. (para 23-28)

Financial and Budgetary Matters
Programme and Budgetary Transfers in the 2008-09 Biennium: In considering the document which details Management’s efforts to reach the required efficiency savings of USD 22.1 million for the 2008-09 biennium, the committee was concerned that it had not been possible so far to fully comply with the Conference’s expectation of identification of further savings and efficiency gains; and that that the identified one-time savings of USD 6.0 million still needed to be achieved in 2008-09 and encouraged Management to take the necessary measures to achieve that amount by the end of the biennium. (para 30)

Draft strategic Framework, Draft medium term plan 2010-13 and Programme of Work and Budget 2010 – 11: The Committee appreciated the application of the new funding model, as mandated by the IPA, as an important step towards presenting assessed and voluntary contributions in an integrated Results-based Programme of Work. Further clarification on the category of Core Voluntary contributions was sought, noting that the elements therein (such as projects in support of the Regular Programme) were not necessarily new but were made more evident by the integrated planning and funding presentation. The Committee underlined the need to continually seek and achieve efficiency savings. Some Members believed that the IPA should be brought fully into the Net Appropriation, while other Members felt that the matter required further deliberation. (para 31-42)
Some Members raised questions regarding the presentation of the FAO Representatives Programme and the TCP as separate Chapters for budgetary purposes, with no assurances of inclusion in the Results-based framework, but with their contributions to the Strategic and Functional Objective results frameworks to be determined during the implementation cycle and detailed in programme implementation reporting. The Committee recognized that the Organization remained vulnerable to cash shortages due to the high level of arrears of contributions from previous years, delays in the payment of current assessments, and insufficient cash reserves. The Committee recalled the need to replenish the Special Reserve Account (SRA) with USD 6.4 million, an amount equivalent to the special charge approved by the Council in November 2006 to cover unfunded staff costs related to the General Service salary increase.

 (para 43-48)

Status of Current Assessments and Arrears with Updated Cash Forecast:  The Committee noted the outstanding assessed contributions at 23 July 2009 stood at USD 78.4 million and EUR 80.5 million, compared to USD 110.2 million and EUR 107.8 million respectively at the same date in 2008 and how this situation has an adverse effect on the organizations financial health. It endorsed current measures to encourage timely payments and enforcement of rules such as withdrawal of voting rights and with an extension towards losing eligibility for election and loss of seat on the Finance Committee. It also discussed an incentive scheme in the form of a discount rate to be used to apply credits towards 2010 contributions set at 0.03% for US dollars and 0.43% for Euros, and to so inform the Council. (para 54-59)
On the TCP, the committee did not support an alternative to the return flow procedure, which allowed a carry-forward of up to five percent of the unspent original TCP appropriation into a third biennium. Positive Management action to implement TCP projects within the terms of the existing Financial Regulation was encouraged. (para 62-64)

Other Matters: 
· Further information was requested on the proposal for a shared service centre in Budapest. 
· The Committee requested further clarification on the statements relating to conflicting governance arrangements. 

· The Committee further agreed that the representation allowance be adjusted annually based on the yearly consolidation percentage issued by the International Civil Service Commission (ICSC).

· The Committee expressed its appreciation for the generous contribution of the Kingdom of Saudi Arabia for the organization of the Summit (USD 2.5 million), while contacts were underway with IFAD and WFP to discuss their possible contribution in-kind. (para 68-90)
 .

