CL 140/21: Report of the 135th Session of the Finance Committee (25 - 29 October 2010)
Financial Position 
Financial Highlights and Status of Current Assessments and Arrears 

The Committee: noted and welcomed the significant improvement in payments of contributions by Members and the Organization’s improved cash position; agreed that the discount rate to be used to apply credits for eligible Members towards 2011 contributions should be set at 0.07% for US dollars and 0.1% for Euros; endorsed the proposal to restore the Special Reserve Account to its cash-backed value by transferring Euro-to-Dollar translation differences (non-cash) directly to the General Fund; urged all Member Nations to make timely payment of assessed contributions to ensure that FAO could meet the operating cash requirements for the Programme of Work; and noted with concern the magnitude of the General Fund deficit which was increasing due to unbudgeted costs for after-service liabilities, and agreed to review the funding proposals in the context of the PWB 2012-13. 
Budgetary Matters 
Annual Report on the Special Fund for Emergency and Rehabilitation Activities and Governance of the Special Fund for Emergency and Rehabilitation Activities 
The Committee appreciated the key role of the Fund in enabling FAO to respond rapidly, ensuring the preservation and restoration of livelihoods and contributing to saving lives. The Committee: requested the Secretariat to include in future annual reports more detailed financial data on the activities implemented through the SFERA; and recalled its request to review the governance and management of the SFERA within the framework of the implementation of the recommendations of the evaluation on FAO operational capacities in emergency and asked that this be provided at the Committee’s October 2011 meeting. 

Adjustments to the Programme of Work Arising from further Efficiency Gains, One-time Savings and Work Planning. 

The Committee took note that the forecasted budgetary transfers arising from the implementation of the Programme of Work would be reported to the Committee for review and approval in March 2011. The Committee expressed interest in the potential for future up-scaling of efficiency savings and effectiveness measures resulting from the Innovation Fund. The Committee: endorsed the forecasted Chapter distributions of the 2010-11 budgetary appropriation of USD 1,000.5 million arising from initiatives and measures to achieve USD 22.8 million in further efficiency gains and one-time savings.
IPA: Finanical Plan 2010-2011 and Estimated Financial Requirements 2012-2013 

The Committee: noted the anticipated 2010 expenditure of USD 16.8 million and forecasted shifts between projects against the 2010-11 IPA budget of USD 39.6 million; and looked forward to the Secretariat providing updated information on the preliminary 2012-13 estimates within the context of the PWB 2012-13 at the forthcoming special session of the Committee in February 2011. 

Human Resources 
Implementation of Corporate Human Resources Strategy 

The Committee noted that the budget for staff mobility had been reduced based on a realistic assessment of the number of achievable geographic moves in the current biennium and that interim mobility guidelines had been developed to achieve the IPA target. The Committee also acknowledged the significant volume of applicants for the Junior Professionals programme. The Committee: requested that progress continue to be made in delivering against key HR initiatives and activities included in the HR Strategic Framework and Action Plan and that information also be provided on the impact of these initiatives; and requested that information on the nationality of consultants recruited by the Organization be included in the HR data pack to be provided at its next regular session. 
Administrative and Information Systems Framework 
Proposal for the creation of a Single Shared Services 

The Committee recalled that the initiative was linked to the ongoing efforts of the Organization to generate recurring efficiency savings as required by the 2009 Conference, and noted that the proposal was expected to result in biennial savings of USD 1.6 million. It also noted the review of the Shared Services Centre and of the SSC hubs; and concluded that the proposal for the creation of a single Shared Services Centre, or the maintenance of the status quo, should be submitted to the Council for review and for decision after feedback on the matter from the Regional Conference of the Near East.
Progress Report on Adoption of International Public Sector Accounting Standards
The Committee: supported the synergistic approach to upgrade to Oracle R12 in parallel with the IPSAS Project, so as to deliver IPSAS compliant systems in 2012 and allow for preparation of IPSAS compliant financial statements for the year 2013; requested that the estimated costs and proposed funding of the synergistic approach be presented at its Special Session in February 2011; and agreed to forward a draft resolution containing proposed changes to the Financial Regulations which introduce annual audited financial statements, to the CCLM with the understanding that a yearly date for the issuance of annual audited financial statements would be added in the draft resolution following consultation between the Committee and  the External Auditor. 

Terms of Reference and Composition of the Ethics Committee 

The Committee: underlined the importance of the timely implementation of the proposal, as part of the IPA action matrix on ethics; requested that a revised proposal reflecting its suggested adjustments be referred to the CCLM for examination of legal issues and then to the Finance Committee in March 2011; and indicated that the revised proposal should: reflect an increase from three to four in the number of outside members; provide for the same procedure for both the appointment and any subsequent renewal of the appointment of outside members; redefine the role of the Committee to clarify that, while exercising an advisory function for the Ethics Office and the implementation of the ethics programme, the Committee would not be involved in operational activities, nor have any formal supervisory responsibilities over the activities of the Ethics Officer; and examine the possibility that the Ethics Officer should not be the secretary of the Committee and that the Organization should make such secretarial arrangements as required for the servicing of the Committee. 

Language Services and Funding Options 
The Committee: supported the proposed measures for improvement of language services; and looked forward to the finalization of the study to permit further consideration of improvement measures in the light of quantified financial implications in the PWB 2012-13. 

Progress on the Financial Disclosure Programme 

Following a discussion on a range of conceptual and implementation issues which would be progressively addressed during the implementation of the roadmap, the Committee: endorsed the time chart for the implementation of the financial disclosure programme; stressed the need to ensure coordination with, and draw upon the experience of other Rome-based agencies and relevant organizations world-wide, in order to assist in the efficient design of the programme; welcomed the phased development and implementation of a system tailored to meet the needs of FAO duly reflecting all pertinent considerations; and noted that it would receive a progress report on the implementation of the roadmap at its session of March 2011. 
Oversight 
FAO Audit Committee – 2009 Annual Report to the DG 

The Committee welcomed the report and was encouraged that Management had initiated meaningful actions to address the areas of concern highlighted by the Audit Committee in its report to the DG. The Committee also noted the link between the IPA Reform and outstanding AUD recommendations, and that the implementation of the reform would likely address a number of outstanding AUD recommendations. 
Improved Methods of Work and Efficiency of the Finance Committee 
The Multi-Year Programme of Work of the Finance Committee 2010-13 

The Committee: approved its Multi-Year Programme of Work 2010-13, (Annex II of original document); and recommended its review by the Council.  

Working Methods of the Finance Committee 

The Committee: requested the Secretariat prepare a document for each session outlining the status of its previous recommendations; noted the need to formulate its own reports with accurate and comprehensive language; and agreed the Chairperson would consult with the Independent Chairperson of the Council in order to explore modalities and practical issues relating to possible Field visits by Committee members. 

Any Other Matters 
Project Servicing Cost Rate for the G77 Trust Fund 
The Chairperson informed the Committee that the Chairperson of the G77 Group had requested it to review the project servicing cost (PSC) rate applied to the G77 Trust Fund project created in 2007 to support South-South Cooperation efforts within the context of G77 Capacity Building. The Committee: requested the Secretariat to undertake a technical review of the activities relating to the G77 Trust Fund in order to ascertain whether the standard 13% PSC rate could be reduced within the parameters and scope of FAO policy on setting PSC rates, and to communicate its outcome to the Chairperson before the end of November 2010. 
Consideration of the Budget of the Committee on Food Security  
The Committee: requested the Chairperson to consult with the Chairperson of the Programme Committee on the respective roles of the two Committees in providing recommendations to Council on the budget of the CFS in the PWB 2012-13.  
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