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Mr Chairman,

I am pleased to introduce the report of the Advisory Committee on the note of the
Secretary-General which transmitted the report of the High-level Panel of Experts on the
study on recosting and options for the Organization in dealing with fluctuations in exchange
rates and inflation requested by the General Assembly in its resolution 68/246.

The practice of recosting - or the revision of budget estimates within a biennium to
adjust for variation in currency exchange rates, actual inflation experience and the changes in
standard staffcosts and vacancy rates - has long been a part of the Organization's budget
methodology. The Panel summarizes the four sequential recosting phases of the existing
system in Table 2 of its report. With particular reference to currency fluctuations and
inflation, the Panel indicates that much work has been carried out over the decades, which
has led to the development of the current methodology. In the Panel's view, the current
methodologies for capturing currency and inflation effects are based on simplified
assumptions and hamper the ability of the Organization to forecast budget estimates. The
Panel also finds that the UN has limited information concerning currency exposures and is,
therefore, unable to measure major risks. Also included in the report are the results of a
benchmarking comparison of practices in other common system entities and international
organizations. Among its recommendations, the Panel recommends the use of forward
exchange rates to reduce the recosting effect along with a reduction in the frequency of
recosting.

Mr. Chairman,

The Committee is of the view that the analysis conducted by the Panel contained
several limitations. For example, the Panel's review did not encompass a full examination of
the entire regular budget. In particular, the budgets of the special political missions were
excluded from the Panel's review, even though there are elements of recosting included in
these budgets. In addition, the Committee believes that the benchmarking analysis performed
by the Panel was not comprehensive enough, lacking contextual specificity. The Committee
is of the view that more detail would have been useful, including the potential application of



other practices to the United Nations with its biennial programme budget, its decentralized
global operations and its reliance on assessed contributions.

In terms of the Panel's recommendations, the Committee believes their full impact
has not always been fully examined. For example, the Panel does not, in the Committee's
view, fully analyse the impact of its recommendation to base budget estimates on forward
currency rates. Similarly, the impact of the recommendation to reduce the ÿequency of
recosting on the existing budget methodology was not analysed. With respect to a
recommendation for the United Nations to institute a hedging programme, the Committee
notes that the General Assembly has not yet had an opportunity to consider the Swiss franc
pilot hedging project in place since January 2013. The Committee also questions the
rationale provided by the Panel for further assessing methodologies used by the ICSC in
determining post adjustment multipliers for costs relating to international staff.

With regard to the Panel's suggestion that further analysis be sought on the feasibility
of putting in place a recosting cap, the Committee is of the view that a decision to impose
such a cap may lack technical merit and could have programmatic implications. Regarding
the possibility of establishing a reserve fund as a solution to managing non-hedgeable costs,
the Committee notes that the Panel did not fully analyse the impact of this measure. In terms
of a previously discussed option with respect to active management of vacancy rates, the
Committee does not consider this to be a viable means of reducing variances between
estimated and actual rates. Finally, the Committee raises some concerns with respect to the
composition of the Panel itsel£

Thank you, Mr Chairman.
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