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1 Consideration of the results of Council-07, and the adoption of Decision 546
1.1
As noted by the Chairman, Bruce Gracie (Canada), Council-07 agreed with the proposal to modify the terms of reference of Group FINREGS to reflect developments in the area of financial management in the Union since the original mandate was approved by the 2003 session of the Council. The revised terms of reference are outlined in Annex 1 to Council Decision 546 (Document C07/86). (http://www.itu.int/md/S07-CL-C-0086/en). A query was raised as to why the element dealing with the delineation of the “data elements to be contained in the budget and operational plans, and the relationship between the two and with the strategic and financial plans adopted by the Plenipotentiary Conference”, had been removed in the reformulation of the terms of reference of Group FINREGS as outlined in Decision 546. In reply, the Chairman explained that it was understood by the Council that Group FINREGS would continue to examine the relationship between various planning components; however, consideration could be given to the reinsertion of this element into the terms of reference to avoid any misunderstanding or confusion.
ACTION: The Chairman will raise this issue at the next meeting of Group FINREGS to determine the feasibility and necessity of re-inserting this element into the terms of reference of the Group.
2 Review of the terms of reference of the Management and Budget Group (MBG) (Resolution 1273)

2.1
The Chairman noted that establishment of a Management and Budget Group of the Council (Resolution 1273) was approved at the 2007 session, along with its mandate, composition and work methods. Its specific mandate is to provide advice and guidance to the elected officials regarding the implementation of the strategic and operational plans, biennial budgets, the decisions of Council, the completion of projects detailed in Council Resolution 1243, and Results-Based Management (Resolution 151, Antalya, 2006). The MBG will liaise, as appropriate, with other working groups of Council, in particular Group FINREGS. For Resolution 1273, see http://www.itu.int/md/S07-CL-C-0081/en.

3 Progress report on the implementation of Council Resolution 1243

3.1
The Chairman referred to the Progress Report on the Implementation of Resolution 1243, which was presented to the 2007 session of the Council as Document C07/48. In Resolution 1243, Council 2005 mandated implementation of a number of projects by the Secretariat, covering Travel Management, HR (Mobility), Procurement and KPIs. A possible fifth project was also identified, which would address the improvement of core business practices in the Union.

· Improvement of the linkage of strategic, financial and operational planning (KPI project) (WG-RG-13/5)
3.2
As explained by Mr. Alex Ntoko, Head of the Corporate Strategy Division (CSD) of the new Strategic Planning and Membership Department (SPM) and the recently appointed Chairman of the KPI project, this initiative is considered to be an integral part of ITU’s overall Corporate Strategic Planning and Performance Management processes. An internal ITU Group, consisting of representatives from the Sectors and the major General Secretariat departments, is responsible for progressing work in this area, which has included the identification of nine top-level strategic KPIs which are linked to the Outputs, Objectives and Goals/Strategic Orientations of the Strategic Plan for the Union, 2008-2011. The strategic KPIs (SKPIs) seek to evaluate ongoing progress towards the achievement of the Goals in particular. It was further explained that, in order to gain a global overview of the performance of the Union, shared by the 3 Sectors and the General Secretariat (GS), CSD will propose a set of standardized performance reporting templates to the Sectors and the GS, with a common taxonomy for Goals, Objectives and Outputs and an aggregation of the 45 Outputs of the Union, resulting in a common global definition of ITU’s deliverables, with four classes of Outputs (Meetings; Knowledge Management; Projects & Initiatives; and Corporate Management) (see Annex 1 of Document WG-RG-13/5). A key objective of the process will be to clearly demonstrate the relationship between the SKPIs and the operational KPIs already used by the Sectors and the General Secretariat to evaluate progress towards the achievement of their objectives. CSD is in the process of defining the measurement methodology, bearing in mind that SKPIs should be (where possible) specific, measurable and time-bound (see Annex 2 of Document WG-RG-13/5).
3.3
As far as future activities are concerned, Mr. Ntoko noted that a Corporate Strategic Planning and Performance Management system will be established based on the “Balanced Scorecard” methodology (BSC). This could prove to be a useful tool to translate ITU’s strategy into terms that are meaningful for staff in their everyday activities and for the membership in particular. These scorecards will allow ITU to demonstrate a clear logic in terms of cause and effect relations between ongoing activities and long-term success.
3.4
Reference was made to the recent establishment of a Working Group of the Telecommunication Development Advisory Group (TDAG) on KPI and Project Implementation, as well as the Correspondence Group of the Radiocommunication Advisory Group (RAG) on Operational Planning to provide guidelines on the formulation and implementation of quantitative and qualitative KPIs. It was also noted that an Ad Hoc Group of TSAG also exists to deal with financial matters, including issues relating to operational planning. It is understood that these groups should liaise closely with each other, with Group FINREGS, with the MBG, and with the internal ITU group coordinated by Mr. Ntoko.
3.5
While it was agreed that these groups could begin the process of identifying KPIs relevant and specific to the Sectors concerned, it was also recognized that there is a need for Mr. Ntoko’s group in particular to establish a consistent, coherent and understandable framework for the formulation of KPIs in ITU in order to avoid confusion and possible duplication of effort.

ACTION: For the next meeting of Group FINREGS, as part of a report to Council-08, it was agreed that it would be useful to discuss in more detail the implementation of a proposed performance management system adapted to ITU circumstances using the BSC methodology.
· Disposition of the fifth project (Resolution 1243)
3.6
As explained by Gabriella Pertile of the BDT, it was reported to Council-07 that the Secretariat would begin analysis of a possible fifth project during the fourth quarter of 2007. Attention would be focused on careful examination of BDT project management requirements, which could serve as a basis for a realistic cost/benefit analysis for implementation of various solutions. A phased approach will address a) financial processes and budgets, b) reporting, and c) overall project management. 

3.7
As reported to the February 2008 meeting of TDAG, the BDT is focusing its efforts, in the context of the 5th component of the projects defined in Resolution 1243, in decreasing the ratio of programme costs versus programme delivery by enhancing existing financial systems to include narrative information on projects in order to provide a clear overview of project information. The first stage of the work under the fifth project has been undertaken, which involves the migration of the BDT budget and financial data from the BCS to SAP system (see section 6.3 of Document TDAG-08-13/17).

ACTION: A further progress report on activities associated with the “fifth project” was requested for the next meeting of Group FINREGS.

4 Implementation of Results-Based Management (Resolution 151, Antalya, 2006)
4.1
As noted by Mr. Raymond Chalindar, Head of the Budget and Financial Analysis Division, Administration and Finance Department, current literature on the implementation of results-based management (RBM) includes a comprehensive report for the UN Secretariat on best practices in RBM, a report of the Joint Inspection Unit on RBM in the UN in the context of the reform process, and a joint High Level Committee on Management-High Level Committee on Programmes report on a Chief Executives Board Workshop on RBM. The report on best practices is submitted as Document WG-RG-13/3.
4.2
In submitting a report on the implementation of RBM in ITU (Document C07/45), the 2007 session was informed that worldwide organizations in the public and not-for-profit sectors are taking steps to better measure what results they are achieving and to use that information to improve how they manage and deliver their policies, programmes and services. The implementation of results-based budgeting in ITU has effectively established the foundation for moving to a broader RBM approach to planning, budgeting and managing programmes, as part of a wider UN initiative to improve governance, oversight and the effectiveness and accountability of management.
4.3
Based on the extensive experience of RBM implementation globally, best practices for effective RBM regimes can be organized around six principles, as follows:

Principle 1: 
Foster senior-level leadership in RBM;
Principle 2:
Promote and support a results culture, such as the establishment of results-oriented planning, budgeting and reporting systems;
Principle 3:
Build results frameworks with ownership at all levels, including the identification of realistic and clear objectives for programmes, along with performance expectations for each programme, as well as the establishment of indicators to track performance;
Principle 4:
Measure sensibly and develop user-friendly RBM information systems;
Principle 5:
Use results information for learning and managing, as well as for reporting and accountability;
Principle 6:
Build an adaptive RBM regime through regular review and update.
4.4
Accompanying the report on best practices are several annexes as follows:

Annex A: 
Sources for RBM Principles and Best Practices;

Annex B:
Source References;

Annex C: 
Best Practices and Best Practice Approaches for RBM;

Annex D: 
Results Questions for Senior Management;

Annex E: 
Building a Culture of Results; 

Annex F: 
Incentives for Supporting RBM; and 

Annex G: 
Building Logic Models, Result Chains and Theories of Change
4.5
In the ensuing discussion it was noted by the US representative that principles 5 and 6 are key elements in the process, with a continuing process of review and adaptation being an essential part of RBM implementation. In referring to a recent meeting between the Chairman, Mr. Ba and Mr. Remo Lalli, Inter-Agency Adviser: Budget & Finance, Chief Executives Board of the UN, the Chairman referred to the inconsistency in the organizational role and application of RBM throughout the UN system. Nonetheless, it was also apparent that, aside from the need, for example, for the use and application of common terminology, it is important that each organization adapt its financial, managerial and administrative structures to meet their respective requirements and circumstances. For ITU, therefore, emphasis has been placed at this stage in RBM adaptation and implementation on the development of KPIs, performance measurements and on the development of service level agreements. 

ACTION: Further progress reports on RBM implementation in ITU were requested.

5 Implementation of Service Level Agreements in ITU
5.1
Mr. Jean-Paul Lovato, Head, Administration Division of the Radiocommunication Bureau (BR), speaking on behalf of ITU Service Level Agreement coordinator, Mr. Fabio Leite (Deputy Director of the BR), explained that the SLA concept is one of the key components of the results-based budgeting process. SLAs are agreements between a service provider and a service recipient which regulate the kind of service, the quality and volume required, and the time frame for the delivery of the expected service, as well as the price for the service provided. SLAs established in the context of the RBB process have a real contractual character and represent a basic utility for planning and controlling.
5.2
It was further explained that the principal objectives of the introduction of SLAs are to foster a cooperative work environment and to resolve any outstanding difficulties in the provision of services within ITU, thereby improving the efficiency of the management of ITU resources. In principle, SLAs require a negotiation process between the service provider and the service recipient; when mutual consent cannot be achieved through the negotiation process, the intervention of the service coordinator, appointed by the Secretary-General, may be necessary. Cases of continuing disagreement should be resolved by the Coordination Committee.

5.3
The first phase of introduction of SLAs in ITU has the main objective to allow the various units and actors concerned to gain knowledge and experience with this new planning and controlling tool. Therefore, a simplified form of SLA was planned into three successive stages: the preparation of an initial service catalogue that contains the services/activities provided by each service provider; the preparation of a standardized and simple template for each service provider; and bilateral negotiations and establishment and approval of the simplified SLA affecting the following services: documentation; finances; information systems; procurement; legal affairs; personnel and fellowships. The implementation of the second and third stages is planned to be completed before the end of March 2008. 
5.4
In 2008, the following developments are planned to be implemented: completion of the second and third stages; assessment of the results of the implementation of the 2007 SLAs and analysis of the variances of the actual service deliveries as compared to the planned ones; the progressive introduction of cost elements and validation in the SLA processes; and the identification of potential other candidate service providers for SLAs. The ultimate goal is to have full implementation of the SLA process in order to use it in the preparation of the 2010-2011 budget on the basis of the application of the RBB methodology.

ACTION: A further status report on the implementation of Service Level Agreements was requested for the next meeting.
6 Review of the recommendations of the External Auditor
6.1
Document WG-RG-13/6 concerning the follow-up of the recommendations of the External Auditor on the voluntary funds, technical cooperation projects of the UNDP and trust funds for the financial year 2006, was presented by Mr. Frank Sap, ITU Internal Auditor. The meeting was reminded of the modifications to the terms of reference of Group FINREGS, pursuant to Council Decision 546, which include the review of the recommendations of the External Auditor (Swiss Federal Audit Office), as presented annually to the Council, on an ongoing basis, taking into account Resolution 94 (Rev. Antalya, 2006) concerning the audit of the accounts of the Union, and the functions and mandate of the external audit outlined in Article 28 and Annex 1 of the Financial Regulations.
6.2
As explained by Mr. Sap, five recommendations are pertinent for follow-up purposes concerning the financial year 2006. The first concerns the integration of the Budget Control System within the SAP software for implementation by 1 January 2008 at the latest; it was reported in this regard that the fifth project under Resolution 1243 deals with this issue and is currently being implemented. A second recommendation invites the ITU to take the necessary steps to put in place a systematic, documented system, run jointly by the BDT and the Administration and Finance Department, for verifying the accuracy of all data relating to trust fund projects in financial documents; it was reported that the recommendation will be implemented at the closing of the 2007 accounts. 

6.3
The third recommendation invites the ITU to reconcile all of the amounts recorded under the reserve for closed trust fund projects before the end of December 2007, as well as all unliquidated obligations recorded as liabilities in the trust fund balance sheet at 31 December 2006. In the view of the External Auditor, project accounts should only be closed in cases where the necessary prerequisites have been met, in the form of a declaration of termination of operational activities and a decision by the funding body, or by the ICT Development Fund administrator, as applicable, regarding the use to be made of the remaining balance. In response, the projects referred to in Recommendation 3 have been the subject of active research on the part of the BDT. A number of projects have been cleared already for closure via the normal channels, i.e. closure report. This work continues with the remainder of the projects.

6.4
A fourth recommendation was that in future, all documents relating to Project Clearing Accounts and Service Clearing Accounts received from UNDP should be printed in their original format, for signature by the Chief of the Administration and Finance Department. It was reported that this recommendation was implemented at the year end 2007. Signature was delegated by the Deputy Secretary-General, in charge of the Administration and Finance Department, to the Chief, Accounts Division.

6.5
A final recommendation invites the ITU to draw up precise instructions for the entire project management process, so as to specify the roles and responsibilities of the different sectors involved, in addition to the coordination between them. In addition, the Union was invited to examine carefully the situation with respect to the different IT tools being used, and examine how the administration and financial project management function is positioned within ITU, in order to ensure it has the means to provide adequate budget monitoring for technical cooperation projects. Reference is made again to the fifth project in reply to this recommendation, which is currently being implemented.

6.6
With regard to the internal audit function itself, reference was made to previous discussions in Group FINREGS concerning the need for achieving greater operational independence for the internal oversight function, and for Member States to be able to gain access to detailed internal audit and oversight reports on request. With regard to the former, it was determined at an earlier meeting that the current reporting relationship between the Internal Auditor and the Secretary-General was satisfactory. However, the possibility of enhancing Member State access to internal audit reports in the interest of greater transparency and accountability was raised as a consideration for the next meeting of Group FINREGS. Such a possibility would need to be reflected in an amendment to Article 29 of the Financial Regulations concerning internal control and internal audit.
6.7
As a final observation in relation to this agenda item, the Chairman referred to the report of the External Auditor to Council-07 for the financial year 2006 (see Document C07/33 + Add.1). While it was noted that the financial statements give adequate account, on all essential points, of the financial position at the end of 2006, and of the results of operations and movements of funds for the financial period ending on that date, in accordance with the specified accounting policies of ITU, he pointed out that an absence of internal control measures at ITU to ensure accuracy and quality of the financial statements is one area where improvements are needed.
ACTION: While the review of the recommendations of the External Auditor is an ongoing process, the identification of mechanisms to improve the internal control processes in ITU was identified as an important area for discussion at the next meeting of Group FINREGS.

A contribution may be submitted to the next meeting of Group FINREGS concerning the availability of internal audit reports to Member States upon request, thereby necessitating an amendment to Article 29 of the Financial Regulations.
7 Status report on IPSAS implementation

7.1
The Chairman invited the Head of the Accounts Division of the Administration and Finance Department, Mr. Alassane Ba, to provide a status report on IPSAS developments. In general terms he explained that the transition to IPSAS is motivated by the intention to promote the highest possible transparency and accountability, and is part of a broader programme for modernizing the accounting system among UN and other organizations. 

7.2
As outlined in Document WG-RG-13/4, the first meeting of the IPSAS Project Team was held on 11 February 2008, having taken note of the fact that the 2007 session of the Council approved the adoption of IPSAS in ITU for implementation as of 1 January 2010. The key benefits of the adoption of IPSAS are commonly considered to include the following: improved internal control and transparency with respect to all assets and liabilities; more comprehensive and consistent information about costs and income, which will better support governance of the organization; and improved consistency and comparability of financial statements over time and across different organizations.
7.3
For the IPSAS Project Team, the terms of reference of the project, which set out the framework for the activities and expected results, were presented and approved. With respect to the work programme, the major items that would be impacted, in particular accounting and other financial matters, the budget, the Financial Regulations and Financial Rules, the financial statements and reporting, as well as training, were addressed. Given that IPSAS implementation will have an impact on some operational processes, it was recommended that such processes should be simplified as much as possible. 

7.4
It was further decided to commence work immediately on the analysis phase and the blueprint, with the various stages set out in the Project Team’s work plan adjusted at any time according to need and circumstance. Amendments that are required to the Financial Regulations and Financial Rules will be addressed at the end of the process. The planned project costs amount to CHF 2.5 million over four years, i.e. 2008-2011. The budget approved by Council-07 was CHF 1.5 million for the 2008-2009 biennium. Requirements for the 2010-2011 biennium will have to be assessed when drawing up the draft budget for that period.
7.5
The meeting agreed to form two teams to oversee IPSAS implementation, a Steering Committee and a Project Team. The former will consist of Mr. Zhao, Deputy Secretary-General and Chairman of the Steering Committee, Richard Barr, future Chief of the Administration and Finance Department, as Chairman, as well as Mr. Norsker, future Chief of the Information Services Department and Mr. Gracie. The Project Team will be coordinated by Mr. Ba, Head, Accounts Division, with Mr. Chalindar, Head of the Budget and Financial Analysis Division, Mr. Sanchez, Special Advisor for financial matters, Mr. Guillot, Head of the Legal Affairs Unit, Mr. Sap, Head of the Internal Audit, and Mr. Missioneiro, Systems Development Analyst of the IS Department, providing operational assistance.

7.6
Complementary background information was provided in Annex 1 to Document WG-RG-13/4 and Document WG-RG-13/7 submitted by Malaysia. Reference was made to the final page of Document WG-RG-13/4 where the essential differences between the current United Nations System Accounting Standards (UNSAS) and IPSAS are outlined. 

ACTION: As it was agreed that the next biennial budget should be prepared with IPSAS implementation in mind, a draft new budget format will be presented at the next FINREGS meeting in October.

8 Harmonization of Article 6 of the Financial Regulations with the Outputs of the Strategic Plan for the Union, 2008-2011
8.1
Mr. Chalindar presented Document WG-RG-13/2, appended to which was Document WG-RG-11/3 which was discussed at the eleventh meeting of Group FINREGS in March, 2007, and included in the Report of Group FINREGS to the 2007 session of the Council (Document C07/27). In its Recommendation 4, the Council was invited to consider the issue of harmonizing the sections of Article 6 of the Financial Regulations with the Outputs identified in the Strategic Plan. While there was agreement in principle that the cost and expenditure structures of the budget need to be harmonized for the sake of clarity and transparency, and that the sections of Article 6 should be structured so that the RBB approach and cost accounting mechanisms are synchronized, it was decided at the time that further reflection was needed before the Financial Regulations were amended in order to ensure that all factors were properly considered.
8.2
In the ensuing discussion, the necessity of ensuring the alignment of the various line items used in the Financial Regulations and the Output categories in the Strategic Plan was emphasized. In addition, it was apparent that it will be essential to ensure that the expenditure and income portions of the financial structure of the budget and the programme and results-based dimension of the budget which is presented as support to the financial budget and which presents the full costs of the objectives and outputs identified in the Strategic Plan, need to be examined in greater detail. How these aspects can be best represented in amendments to the Financial Regulations also need to be considered further.

ACTION: For the consideration of the next meeting of Group FINREGS, the participants, particularly representatives from the Sectors and the General Secretariat, were invited to prepare documentation on how these dimensions of the budgetary process can be reconciled and reflected in revisions to the Financial Regulations.
9 Other Business

9.1
The availability of the Financial Regulations and Financial Rules in Chinese, Russian and Arabic was raised and discussed in the context of the application of the language usage policy in the Union. (It was subsequently determined that the additional 3 language versions are indeed available, and have been posted on the ITU website.). The availability of the Staff Regulations in Chinese, Russian and Arabic was also raised, and will be subject to further investigation.
10 Next Meeting

10.1
The next meeting of Group FINREGS will be held on Wednesday, 1 October 2008.
____________
	



