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1. The attached revised version of the Proposed Program and Budget for the 2012/13
Biennium is submitted to the present session of the Program and Budget Committee (PBC)
in accordance with Financial Regulations and Rules of WIPO and pursuant to the
Mechanism to further involve Member States in the preparation and follow up of the program
and budget of the Organization (see documents WO/PBC/13/7 and A/46/12).

2. In accordance with the mechanism, the first draft of the Proposed Program and Budget
for the 2012/13 Biennium (document WO/PBC/17/4) was presented to the PBC at its informal
session (June 27 to July 1, 2011) for discussion, comments, recommendations and
amendments. At that session, the PBC:

(i) “agreed to the modifications proposed by Member States to program narratives,
including the results framework;

(i)  “requested the Secretariat to further strengthen the draft proposed Program and
Budget in respect of overarching issues raised by Member States during this
informal session of the PBC, including in respect of programmatic information
(including program narratives, performance indicators, baselines and targets), the
estimated development share (Programs 15 and Program 26), and budgetary
information (including explanations for budget transfers and inclusion of approved
2010/11 budget information) and budget levels' (staff and non-staff resources)
and efficiency measures in accordance with observations and suggestions from
Member States;

! There was no consensus among Member States on zero nominal growth.
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(i)  “requested the Secretariat to issue a revised version of the draft proposed
Program and Budget for the 2012/13 Biennium based on (i) and (ii) above for the
upcoming September session of the Program and Budget Committee.

(iv) “took note, inter alia, of the following points for further consideration in the
upcoming September session of the Program and Budget Committee:

- Program 1: SMEs (separate program);

- Program 2: narrative text (brands and branding) and target (industrial
design treaty);

- Program 11: resource transfer from Program 8;

- Program 20: text on resource mobilization strategy, policy on external
offices;

- Program 21: Office of the Legal Counsel (text and indicator);

- Program 24: performance indicator (e-conference, video-conference,
webcasting); and

- Program 27: not discussed during the informal PBC session

(v) “indicated that in addition to the specific issues mentioned in point (iv), other
points would be raised by the Member States during the September PBC session
for consideration by the PBC.”

3.  The attached draft of the Proposed Program and Budget for 2012/13 has been revised
in response to the comments and recommendations listed above and is being submitted to
the present session of the PBC for its formal recommendation to the forty-ninth session of
the Assemblies (September 26 to October 5, 2011).

4, The Program and Budget
Committee is invited to recommend
to the Assemblies of the Member
States of WIPO and of the Unions,
each as far as it is concerned, the
approval of the attached proposed
Program and Budget for the
2012/13 Biennium.

[Proposed Program and Budget
for the 2012/13 Biennium follows]
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FOREWORD BY THE DIRECTOR GENERAL

The external environment has presented significant challenges for WIPO during the last two years. As a
consequence of the global economic crisis, the income of the Organization has fallen for the first time.
While this fall in income has restricted possibilities for new initiatives, it has also presented an opportunity
to introduce needed efficiencies and changes in procedures and processes within the Secretariat and in
program delivery.

| believe that we were able to make considerable progress in taking up that opportunity in the current
biennium. In particular,

- A series of cost-containment measures were implemented under a Crisis Management
Group that was established to monitor the financial performance of the Organization during
the crisis. These measures enabled us to avoid reduction in service delivery despite
reduced income.

- The Strategic Realignment Program (SRP) moved from a phase of comprehensive design
to deployment. It has introduced wide-ranging reforms across the Organization.

- The long-term process of re-profiling the skill sets of staff to correspond to changing external
circumstances is well under way. The new Senior Management Team of Deputy Directors
General and Assistant Directors General are in place. Key appointments have been made
in the areas of Information and Communication Technology (ICT) (Chief Information
Officer), Global Challenges, Human Resources, Economics and Statistics, Procurement,
Ethics and Ombuds-function. A Voluntary Separation Program has been completed,
reducing head count and opening up space for the regularization of long-serving short-
termers occupying continuing positions, as well as allowing for the introduction of some
critically needed new skills.

- A new performance management system has been fully deployed, with comprehensive staff
training, a financial disclosure system adopted for senior managers and those in sensitive
positions, an ethics office has been established and an ethics code is under consultation.

- An Information Technology (IT) strategy has been adopted and is being deployed, including
the migration to an external provider of commodity services and the introduction of higher
levels of security, business continuity and disaster recovery.

- The Organization has become International Public Sector Accounting Standards (IPSAS)
compliant.

- The new building has been completed and staff moved from rented premises into that new
building.

These developments have created a solid foundation for building the results for the next two years.

The next biennium is expected to see a welcome return to growth, with the Organization’s revenue
estimated to grow by 4.7 per cent. This is cause for satisfaction, but two reservations need to be
expressed. First, the recovery remains somewhat fragile. We shall continue to monitor the financial
performance of the Organization with great vigilance and to publish quarterly financial results on our web
site for the benefit of the Member States. A second reservation concerns the cost structure of the
Organization. Staff costs account for 64 per cent of expenditure. Step increases, reclassifications and
inflation will thus see a significant part of the overall increase in revenue absorbed by staff costs. This
result emphasizes the need, in the next several years, to examine judiciously the opportunities presented
by out-sourcing in selected areas. The speed of change in the external environment, which calls for the
constant renewal of skills, reinforces that need. We already rely heavily on out-sourcing in the areas of
PCT translation and IT. Other areas will be carefully and strategically reviewed to identify opportunities
to reduce costs through operational efficiency or adjustment of the cost structure where possible.
Several of these measures will take root during the course of the next biennium, providing us with the
opportunity to monitor and report the results through the annual and biennial program performance
reporting process. These improvements would then be baselined into the subsequent program and
budget proposals.

In order to balance the 2012/13 budget proposal, no new posts or headcount will be added in the next
biennium. Emphasis will instead be on the consolidation of human resources, managing performance
and alignment of the existing work force to organizational needs. In line with our commitment to long-
serving short-termers, the regularization of continuing short-term positions will be undertaken for 60
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posts in the next biennium (out of 156 approved in principle by Member States to be implemented over
five years). Sixty-six continuing short-term positions are expected to have been regularized in the
current biennium through the filling of posts vacated as a result of the successful execution of the
Voluntary Separation Plan.

The proposal also contains within it a number of cost efficiency indicators across the administrative and
support areas, as well as in areas of core operations such as PCT operations, where strategic
investments in Information and Communication Technology (ICT) and customer facing systems are
continuously improving productivity of our core operations. Pursuant to engaging discussions with
Member States during the June 2011 informal Program and Budget Committee meeting, we are
furthering the work we undertook to review and revise the policy guidelines for staff and third party travel
and will be in a position to share with Member States the potential savings and estimated efficiency gains
from such measures. Some of the detailed strategies and measures being considered are:

- Further review and tightening of the travel policy and guidelines;

- Stricter and more systematic enforcement of the guidelines by Senior Management Team
members;

- Improved planning discipline to ensure delayed booking costs are minimal or limited to
exceptions;

- Extension of the staff travel policy to third parties and financed participation of delegates;
- Review and containment of hospitality costs; and

- Increased use of videoconferencing and webcasting and the introduction of e-conferences

The results-based planning approach applied to the preparation of the Program and Budget proposal for
the 2012/13 biennium has also yielded many positive results, including the identification of synergies
across programs, the clarification of scope and boundaries of work where multiple programs contribute to
a single result, greater clarity (and hence accountability) of the results framework and program
performance indicators, clear baselines and targets and, consequently, a much stronger basis for
reporting to the Member States through the program performance reporting process. The
implementation of major parts of the SRP in the next biennium is further expected to assist in containing
expenditure through greater efficiency in our business processes and better alignment of our programs,
structure and resources to the Organization’s nine Strategic Goals.

Development remains a priority in the 2012/113 biennium, reflected in an overall increase in
development expenditure from 19.4 per cent in the present 2010/11 biennium to 21.3 per cent in the next
biennium.  Consistently with the expressed wishes of Member States, development has been
mainstreamed. The Results Framework Chart identifies precisely where resources are devoted to
development across the various programs. Mainstreaming has brought about greater coherence in our
development activities and greater coordination between the Regional Bureaus and the substantive
program sectors. The Regional Bureaus, the Certain Countries in Europe and Asia and the Least
Developed Countries Divisions remain the focal points for the least developed and developing countries
and for countries with economies in transition. They keep the master plans for the activities proposed
and conducted and the results to be achieved by the Organization in each country and are also
particularly responsible for national IP strategies and plans and capacity building. The substantive areas
are responsible for delivery, within their areas of competence and always in cooperation with the
Regional Bureaus, in accordance with the national IP strategies or country plans developed with each
country. Increased efforts will be made to move from an ad-hoc request-driven to a strategic demand-
driven planning approach.

Other key outcomes that are foreseen for the new biennium include:

- Increased geographical coverage and use of WIPO’s Global IP Systems (PCT, Madrid
System, Hague System, Lisbon System and the WIPO Arbitration and Mediation Center),
the simplification of those systems and the continuous improvement and attractiveness of
the systems through better IT services and tools and the amendment and updating of
relevant regulations through the various working groups convened under the Assemblies of
the relevant Unions.

- The development of new norms and instruments in the international legal framework. It is
always difficult to suggest clear outcomes in the normative area, since they depend entirely
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on the collective will of the Member States to reach shared positions. But a number of
exercises are reaching a degree of technical maturity that now requires only political will for
completion. These include audiovisual performances, access to published works on the
part of the print disabled, broadcasters’ rights, traditional cultural expressions, traditional
knowledge and genetic resources, design formalities and the reform of the Lisbon
Agreement on the International Registration of Appellations of Origin.

- The improvement of global IP infrastructure through the expansion of global IP information
databases, public-private cooperation in the availability of scientific and technical periodicals
and databases for the least developed and developing countries, the continued
development of technical standards permitting enhanced inter-office cooperation, the
establishment or improvement of digital infrastructure in the offices of the least developed
and developing countries, the delivery of knowledge-sharing platforms (such as WIPO
CASE for the sharing of search and examination reports) and the establishment of
technology and innovation support centers and transfer of technology offices in the least
developed and developing countries.

The draft Program and Budget reflects our determination to advance positive strategic change for the
Organization and to deliver the results that Member States and stakeholders expect. | would like to
thank Member States for their input to and engagement with the process of developing the Program and
Budget and for their ongoing contributions to the development of a shared vision of progress.

N .

Francis Gurry

Director General



Results Overview

.  RESULTS OVERVIEW

1. This Program and Budget provides the planning for the biennium 2012/13 within the overall
strategic context of the Medium Term Strategic Plan (MTSP) and guided by the inputs received from
Member States.

2. The current proposal ensures that the Organization’s resources are first deployed to the
achievement of results that are of highest value to our Member States and stakeholders. In this
context, some of the highest priorities in the 2012/13 biennium are:

(i) Ensuring a more widespread and better use of the services provided by WIPO’s global
registration systems, in particular, the PCT, Madrid and The Hague, remains a key priority in
2012/13 as a fundamental part of the services offered by the Organization and a main
foundation for its long term financial sustainability. This will require meeting the challenges of
the changing geographical composition of demand for such services including the adaption of
the required language skills. Operational efficiency of the registration systems will also be
enhanced by continuing to improve the electronic environment.

(i)  Facilitating enhanced cooperation and greater consensus among Member States on the
further development of a balanced international normative framework for IP will be a key focus
in 2012/13:

- WIPO will aim at achieving progress in the development of a balanced international
legal framework for trademarks, industrial designs and geographical indications,
with outcomes at an appropriate normative level. Special emphasis will be placed
on a future international regulatory framework for industrial design procedures,
subject to sufficient progress being made at the preparatory level.

— Good progress is being made in the discussions on the protection of audiovisual
performances and broadcasting organizations. Limitations and exceptions to
copyrights and related rights also continue to be considered in the agenda of the
Standing Committee on Copyright and related Rights (SCCR) and recent debate
has focused on the needs for access to content in accessible formats by persons
with disabilities, particularly visually impaired persons. The Secretariat will
continue to facilitate discussions with a view to reaching a consensus result.

— Under the mandate of the Intergovernmental Committee on Intellectual Property
and Genetic Resources, Traditional Knowledge and Folklore (IGC), the Committee
was requested to submit to the WIPO General Assembly in September 2011 the
text (or texts) of an international legal instrument (or instruments) for the General
Assembly to decide on the convening of a Diplomatic Conference.

- Provision has been made for the possibility of diplomatic conferences should
Member States decide to convene them in the biennium 2012/13.

(i)  Increased efforts will be dedicated in the biennium 2012/13 to enhance access to, and
use of IP information and knowledge by IP institutions and the public to promote innovation and
to enhance the access to protected creative works and creative works in the public domain.
This will be achieved, firstly, by way of creating global IP infrastructure providing IP knowledge
content, as public goods. This will be enhanced by global database initiatives such as
PATENTSCOPE and GLOBAL BRAND DATABASE and continued exploration of the feasibility
of establishing international databases for creative works. Secondly, enhanced access to IP
knowledge content will be facilitated through the creation of Technology Innovation Support
Centers (TISCs) and University Technology Transfer Offices (TTOs). Thirdly, the strengthening
of the technical infrastructure of IP offices, copyright offices and collective management
organizations will facilitate an enhanced interaction between those offices/organizations and the
provision of more online services to all stakeholders.
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(iv)  Enhancing human resource capacity in developing countries, LDCs and countries with
economies in transition to effectively use IP for development, including by small and medium-
sized enterprises (SMEs), remains a substantial and cross-cutting strategy of most of the
substantive Programs. Initiatives range from strengthening the human resources capacities of
IP institutions to training in innovation commercialization, copyright, patent drafting, TK, TCEs
and GRs and enforcement.

(v)  More effective communication to a broad public about IP and WIPO'’s role is crucial to
enable the Organization to optimize delivery of its mandate. Communication efforts will hence
focus on achieving greater visibility and wider recognition of WIPO’s role in encouraging
innovation and creativity; in facilitating multilateral dialogue on IP issues; and, as the primary,
trusted provider of international IP expertise, information and services.

(vi)  Enhancing coordination and coherence within the Secretariat will continue through the
Strategic Realignment Plan (SRP) to build a results-oriented, service-delivery and integrated
administration, with strengthened management accountability, a productive work environment,
which reflects organizational values, and is supported by a fair and equitable regulatory
framework, respectful workplace policies and effective channels to address staff concerns.

(vii) Enhanced efforts to provide effective and efficient and customer-oriented services to
external stakeholders and internal clients will be pursued. The reform of human resource
management policies and processes will contribute to the creation of a well managed,
diversified, motivated and appropriately skilled workforce and an improved working
environment. Enabling culture change through a focus on performance, both at the individual
and organizational level, will build on progress made in the biennium 2010/11. The
implementation of the Information and Communication Technology (ICT) strategy and enhanced
ICT governance will focus on realizing business benefits from ICT investments that are closely
aligned to strategic priorities.

3. Development remains a priority in the biennium 2012/13 in line with the MTSP and Member
States’ expectations. This is reflected by an increase in development expenditure in the next biennium
(Results Framework Chart and Table 9). One of the main objectives of the 2012/13 planning process
has been the mainstreaming of development across all substantive Strategic Goals and all relevant
Programs of the Organization in line with the Development Agenda (DA) recommendations (Results
Framework Chart: see development share budget by result). This has resulted in the mainstreaming
of WIPQO’s activities related to a) national IP regulatory frameworks that promote creativity and
innovation and reflect the level of development of the different WIPO Member States; and b) the
strengthening of the institutional and technical infrastructure of IP institutions into the substantive
Strategic Goals | and IV, respectively, and the relevant substantive Programs 1, 2, 14 and 15. This
mainstreaming is expected to improve the Organization’s delivery of development oriented activities to
developing countries, LDCs and countries with economies in transition in terms of effectiveness,
efficiency, better coordination and coherence with an ultimate higher development impact. The
delivery model is based on substantive sectors providing the substantial and technical expertise for
the implementation of development activities. The Regional Bureaus and the Certain Countries in
Europe and Asia and LDCs Divisions are to be the custodians of planning and programming at the
national level, in close cooperation with all countries concerned, and responsible for the overall
coordination of activities at the country level. In addition, the strategy for delivering development
activities will shift from a request driven to a more strategic and needs driven approach articulated in
country plans.

4. The Development Agenda recommendations continue to guide WIPO activities. Program
linkages to the DA recommendations have been substantively reflected in each relevant program
narrative. DA projects have been mainstreamed, both in terms of substance and resources, in each
program. Linkages are provided to the organizational expected results in line with the Budgetary
Process for Projects Proposed by the Committee on Development and Intellectual Property (CDIP) for
the Implementation of the DA Recommendations approved by the WIPO Assemblies in 2010°.

Applying a consistent project management and review methodology to DA projects will continue to
ensure that lessons from the projects are adequately learned before embarking on subsequent project

2 Review of Budgetary Process Applied to Projects Proposed by the Committee on Development and Intellectual
Property (CDIP) for the Implementation of the Development Agenda Recommendations (A/48/5 REV.)
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phases, subject to the approval of the CDIP, or mainstreaming project activities into the regular work
of the Organization.

5. The mainstreaming of development, including DA projects, is illustrated in the Results
Framework Chart, by Strategic Goal Ill “Facilitating the use of IP for Development” being both a
“vertical” and a “horizontal” Goal. The development share of the budget by result (Results Framework
Chart) clearly delineates the proportion of each expected result which is development oriented and
directly benefits developing countries, LDCs and countries with economies in transition. Expenditure
is defined as development expenditure only where the beneficiary is a developing country and the
equivalent expenditure is not available for developed countries. The next biennium will see an
increase in the overall share of development expenditure (excluding DA projects) from 19.4 per cent in
2010/11 to 21.7 per cent in 2012/13, representing an increase of 17 per cent in development
expenditure while overall expenditure increase has been contained at 4.7 per cent.

6. WIPO’s support for the Millennium Development Goals (MDGs) is undertaken within the
framework of the nine Strategic Goals and involves activities across a wide variety of Programs,
Committees and projects, including several DA projects, which are relevant to the achivement of the
MDGs. Mainstreaming development into all relevant WIPO Programs helps in WIPO’s efforts to
ensure that it contributes to the achievement of internationally agreed development goals and targets,
including the MDGs.

7. A more structured bottom-up planning exercise and a comprehensive review and enhancement
of the biennial results framework as part of the initiative on Strengthening Results-based Management
(RBM) in the SRP, has resulted in a sharper focus on the results to be achieved by the Organization in
2012/13 with clear linkages to the nine Strategic Goals. The major improvements in the proposal with
respect to the presentation of a results oriented Program and Budget proposal are :

- The expected results, previously embedded within individual programs with a certain
degree of duplication, have now been consolidated at the Organizational level linked to
Strategic Goals and are represented in the Results Framework Chart which thus provides
a strategic overview of the organizational results framework for the biennium 2012/13.

— The consolidation of and planning for results at the organizational rather than program
level, reflect their truly cross-cutting nature and helps demonstrate how several programs
are contributing to the achievement of a particular expected result measured by separate
performance indicators. In other cases, programs share responsibility for contributing to
the achievement of an expected result. These cross-functional linkages in achieving the
biennial organizational results are illustrated in the results tables in the introduction to
each of the Strategic Goals.

- In addition, for the first time, resources have been fully aligned with the results expected
to be achieved. The Results Framework Chart also provides the results-based view of
the budget for the biennium 2012/13 and the development share of resources for each
result. Furthermore, a breakdown of the extra-budgetary resources potentially available
under each Program is reflected at the program level and in Annex V.

- In order to establish an improved basis for measuring organizational performance and
reporting to Member States through the Program Performance Report (PPR), more
measurable performance indicators with baselines and targets have been identified.
These are reflected in the program level results frameworks.

8. The Program and Budget proposal, with these changes, lays a strong foundation for an
enhanced program performance reporting process that would address a number of recommendations
made by the independent validation carried out by Internal Audit and Oversight Division (IAOD) and
the call for improvements made by Member States in respect of the PPR.
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RESULTS FRAMEWORK AND PROGRAM AND BUDGET 2012/13 INCLUDING DEVELOPMENT SHARE BY RESULT *#**

(in thousands of Swiss francs)

Mainstreaming Strategic Goal 111 - Facilitating the Use of IP for Development & Development Agenda

Strategic Goal VIII - A Responsive Communications Interface between WIPO, its Member States and All Stakeholders

More effective communication to a broad public about
intellectual property and WIPO’s role

Proposed Budget 12/13: 13,664

Development share: 5,974

Improved service orientation and responsiveness to inquiries
Proposed Budget 12/13: 2,935
Development share: 1,402

Effective engagement with Member States
Proposed Budget 12/13: 5,311
Development share : -

Open, transparent and responsive interaction with NGOs
Proposed Budget 12/13: 1,194
Development share: -

WIPO effectively interacts and partners with UN and other
1GO processes and negotiations

Proposed Budget 12/13: 3,652

Development share: 65

Total proposed budget SG VIII:
Total development share SG VIII:

26,756
7,441

Strategic Goal I:
Balanced Evolution of the International Normative
Framework for IP

Strategic Goal I1:
Provision of Premier
Global IP Services

Strategic Goal I11:
Facilitating the Use of
IP for Development

Strategic Goal 1V:
Coordination and Development of
Global IP Infrastructure

Strategic Goal V:
World Reference Source for
IP Information and Analysis

Strategic Goal VI:
International Cooperation on
Building Respect for IP

Strategic Goal VII:
Addressing IP in Relation
to Global Policy Issues

Enhanced cooperation/greater consensus among Member
States on further developing balanced policy and normative
frameworks for the international patent system, trademarks,
industrial designs, geographical indications, copyright and
related rights, TK, TCEs and GRs

Proposed Budget 12/13: 15,256

Development share: 7,263

Evidence-based decision making on copyright issues
Proposed Budget 12/13: 2,754
Development share: 2,754

Tailored and balanced IP legislative, regulatory and policy
frameworks

Proposed Budget 12/13:
Development share:

10,080
9,840

Increased protection of State emblems and names and emblems

of International Intergovernmental Organizations
Proposed Budget 12/13: 556
Development share: 37

Total proposed budget SG I:
Total development share SG I:

28,646
19,894

Informed strategic use of the PCT by all innovators who could

benefit from it
Proposed Budget 12/13: 7,041
Development share: -

Stronger relationships with PCT users and Offices
Proposed Budget 12/13: 16,897
Development share: 5,203

Enhancement of overall PCT system

Proposed Budget 12/13: 3,225
Development share: 250
Enhanced IB operations

Proposed Budget 12/13: 152,098

Development share: -

Increased awareness of the Hague system
Proposed Budget 12/13: 2,185
Development share: -

Wider and better use of the Hague system
Proposed Budget 12/13: 2,153
Development share: -

Better administration of the Hague system
Proposed Budget 12/13: 2,633
Development share: -

Better use of the Madrid & Lishon systems, including by
developing countries and LDCs
Proposed Budget 12/13:
Development share:

7,841
2,957

Better operations of the Madrid & Lishon systems
Proposed Budget 12/13: 43,445
Development share: 730

Increased awareness of the Madrid & Lisbon systems
Proposed Budget 12/13: 1,546
Development share: 1,133

International and domestic intellectual property disputes are
increasingly prevented or resolved through mediation,
arbitration and other alternative dispute resolution methods
Proposed Budget 12/13: 3,175

Development share: 91

Effective intellectual property protection in the gTLDs and the

ccTLDs

Proposed Budget 12/13: 7,409
Development share: 212

Total proposed budget SG I1: 249,647
Total development share SG I1: 10,577

Clearly defined and coherent national innovations and IP
policies, strategies and development plans consistent with
national development goals and objectives

Proposed Budget 12/13: 10,570

Development share: 10,570

Enhanced human resource capacities able to deal with the
broad range of requirements for the effective use of IP for

development in developing countries, LDCs and countries with

economies in transition

Proposed Budget 12/13: 35,611
Development share: 35,146
Easier access to IP education
Proposed Budget 12/13: 3,903
Development share: 3,903

Upgraded IP Management skills for business
Proposed Budget 12/13: 843
Development share: 843

DA principles further mainstreamed into the Organization’s
programs and activities
Proposed Budget 12/13:
Development share:

4,199
4,199

Effective planning, implementation, monitoring, evaluation
and reporting on the DA recommendations

Proposed Budget 12/13: 1,220

Development share: 1,220

Enhanced understanding of the DA by Member States, 1GOs,
civil society and other stakeholders

Proposed Budget 12/13: 1,523

Development share: 1,523

Recognition by Member States, communities, organizations
and other stakeholders of the relevance and effectiveness of
WIPO’s resources, programs and tools

Proposed Budget 12/13: 825

Development share: 771

New or strengthened cooperation mechanisms, programs and
partnerships in LDCs
Proposed Budget 12/13:
Development share:

1,517
1,517

Increased understanding/capacity of SMEs to successfully use

IP to support innovation and commercialization
Proposed Budget 12/13: 5,253
Development share: 5,253

Increased extra-budgetary resources available for IP for
development, either through direct contributions to WIPO or
access to other external funding mechanisms

Proposed Budget 12/13: 1,769

Development share: 1,429

Total proposed budget SG II1:
Total development share SG I11:

67,235
66,375

Updated and globally accepted system of international

classifications and WIPO standards to facilitate access, use and

dissemination of IP information among stakeholders in the
world

Proposed Budget 12/13:
Development share:

6,932
1,213

Enhanced access to, and use of, IP information and knowledge

by IP institutions and the public to promote innovation and
increased access to protected creative works and creative
works in the public domain
Proposed Budget 12/13:
Development share:

14,974
12,478

Increased dissemination of digitized patent collections of
national/regional offices of WIPO Member States
Proposed Budget 12/13: 1,210

Development share: 302

Timeliness of PATENTSCOPE updates regarding PCT

applications
Proposed Budget 12/13: 2,159
Development share: 540

Enhanced technical and knowledge infrastructure for IP
Offices and other IP institutions leading to better services
(cheaper, faster, higher quality) to their stakeholders
Proposed Budget 12/13: 16,832

Development share: 13,948

Total proposed budget SG IV:
Total development share SG 1V:

42,107
28,481

Increased usage of WIPO statistical information on the
performance of the international IP system

Proposed Budget 12/13: 1,569

Development share -

Take-up of WIPO economic analysis as an input into the
formulation of IP policy
Proposed Budget 12/13:
Development share:

2,711
1,202

Enhanced access to, and use of, IP-related legal information
Proposed Budget 12/13: 2,244
Development share: 2,102

Total proposed budget SG V:
Total development share SG V:

6,524
3,304

Progress in the international policy dialogue among WIPO
Member States on building respect for IP, guided by
Recommendation 45 of the WIPO Development Agenda
Proposed Budget 12/13 635

Development share: 276

Systematic and effective cooperation and coordination between
the work of WIPO and other international organizations in the

field of building respect for IP
Proposed Budget 12/13: 785
Development share: 589

Total proposed budget SG VI: 1,420
Total development share SG VI: 865

Enhanced understanding among policy makers on the
interface between global challenges and innovation and
intellectual property as a basis for improved policy decision

making
Proposed Budget 12/13: 1,168
Development share: 655

WIPO established as a credible source of support, assistance,

and reference for information on innovation and IP in relevant
public policy processes

Proposed Budget 12/13:
Development share:

2,149
1,219

IP-based tools are used for technology transfer from
developed to developing countries, particularly least developed
countries, to address global challenges

Proposed Budget 12/13: 2,596

Development share: 1,887

WIPO established as the relevant Forum for analyzing and
debating issues in the field of IP and competition policy
Proposed Budget 12/13: 1,381

Development share: 1,303

Total proposed budget SG VII:
Total development share SG VII:

7,294
5,063

Strategic Goal IX - Efficient Administrative and Financial Support Structure to enable WIPO to Deliver its Programs

Effective, efficient, quality and customer-oriented support
services both to internal clients and to external stakeholders
(human resources, IT, conference, language, procurement,
travel, printing and publication, premises management)
Proposed Budget 12/13: 136,604

Development share: -

Efficient and effective results-based programmatic and
financial planning, processing, implementation, assessment
and reporting

Proposed Budget 12/13: 18,901

Development share: 605

Enhanced coordination and coherence within the Secretariat
Proposed Budget 12/13: 10,255
Development share: -

Well managed, diversified, motivated and appropriately skilled WIPO staff, delegates, visitors and information and physical

professional workforce
Proposed Budget 12/13: 12,703

Development share: -

Improved working environment supported by enabling
regulatory framework and effective channels to address staff
concerns

Proposed Budget 12/13: 1,038

Development share: -

assets are safe and secure
Proposed Budget 12/13:

15,031
Development share: -

ICT investments are closely aligned with strategic priorities

and yield business benefits
Proposed Budget 12/13: 2,147
Development share: -

Improved physical access to the WIPO Campus
Proposed Budget 12/13: 439
Development share: -

An effective and professional internal audit function is in place

covering all high risk work areas
Proposed Budget 12/13: 1,364
Development share: -

Investigation reports provide a sound basis for decision
making by the Director General

Proposed Budget 12/13: 1,364

Development share: -

Evidence-based evaluative information available to senior
management, program managers and Member States for
decision making
Proposed Budget 12/13:
Development share:

2,321
1,741

Reduced impact of WIPQO’s activities on the environment
Proposed Budget 12/13: 299
Development share: -

New conference hall and related facilities available for
meetings of Member States

Proposed Budget 12/13: 811

Development share: -

Costs related to the new administrative building are kept to a
minimum

Proposed Budget 12/13: 7,020

Development share -

Total proposed budget SG IX:
Total development share SG IX:

210,298
2,346

% The proposed budget by results does not include the proposed budget for unallocated: 7,503
2 Development share: Expenditure is qualified as development expenditure only where the beneficiary is a developing country and the equivalent expenditure is not available for developed
countries (consistent with past practice, countries with economies in transition are included for the purposes of the Program and Budget)

3The figures for Development Share include Development Agenda project resources
4 Expected results which benefit the broader membership, and not exclusively developing countries, do not reflect a development share
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Financial Overview

. FINANCIAL OVERVIEW

Table 1. Main Financial Parameters of the Organization
(in millions of Swiss francs)

Difference
2012/13 vs. 2010/11
2008/09 2010/11 2010/11 2012/13 | Budget after Transfers
Actual Approved |Budget after| Budget Amount %
Budget Transfers
INCOME
Contributions 348 34.8 34.8 34.9 0.0 0.1%
Fees
PCT System 443.6 446.2 446.2 480.6 344 7.7%
Madrid System 94.8 106.0 106.0 104.4 (1.6) -1.5%
Hague System 5.4 7.4 7.4 11.2 3.8 51.2%
Lisbon System 0.0 0.0 0.0 0.0* 0.0 0.0%
Total Fees 543.8 559.6 559.6 596.2 36.6 6.5%
Other income*** 28.8 242 242 16.4 (7.8) -32.4%
TOTAL INCOME 607.4 618.6 618.6 647.4 28.8 4.7%
EXPENDITURE ”
Personnel Expenditure 396.8 405.4 396.8 413.4 16.6 4.2%
Non-Personnel Expenditure 180.0 213.3 221.9 234.0 12.2 5.5%
TOTAL EXPENDITURE 576.8 618.6 618.6 647.4 28.8 4.7%
SURPLUS/(DEFICIT) 30.6 - - - - n/a
REGISTRATION ACTIVITIES
Number of PCT applications 318,632 333,900 333,900 368,000 34,100 10.2%
Number of Madrid Registrations and Renewal 115,616 131,600 131,600 128,900 -2,700 -2.1%
Number of Hague Registration and Renewals 9,103 12,300 12,300 17,800 5,500 44.7%

*Fee income for the Lisbon system is Sfr10 thousand in 2012/13
*SSA are shown under Non-Personnel Resources due to a change implemented in April 2010.
***This includes income from the Arbitration, Publications, Interest and Other categories.

9. The proposed Program and Budget for the 2012/13 biennium is submitted to Member States for
their consideration in accordance with the Financial Regulations and Rules of the Organization, and
the mechanism adopted by Member States in respect of the process for the submission and approval
of the Program and Budget of the Organization.

10. This section provides an overview of the main financial parameters for the 2012/13 biennium,
together with the key changes foreseen and proposed in the Organization’s income and expenditure
levels respectively.

11. At the forty-third session of the Assemblies from September 24 to October 3, 2007, the Member
States agreed in principle to the adoption by WIPO of IPSAS (International Public Sector Accounting
Standards) by 2010 (reference document A/43/5). This agreement formed part of a United Nations
system-wide initiative endorsed by the General Assembly (A/RES/60/283(1V)I) to replace the existing
United Nations Systems Accounting Standards (UNSAS) with IPSAS, which are internationally
recognized. Accordingly, WIPO'’s financial statements from the year 2010 are prepared in accordance
with IPSAS.

12.  WIPO'’s budget continues to be prepared on a modified accrual basis, in accordance with the
Organization’s Financial Regulations and Rules. All proposed figures for income and expenditure in
the 2012/13 biennium have been set out on a budgetary basis. Differences between the budgetary
and IPSAS based actual will be presented and reconciled in the Organization’s financial statements,
as required under IPSAS.

13.  WIPO’s budget continues to be adopted by the Assemblies on a biennial basis. In compliance
with IPSAS, the Organization must present financial statements on an annual basis. For this purpose,
annual budget figures are provided for both income and expenditure under Annex VIII of this
document.
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INCOME

14. The base case estimate for overall income in 2012/13 is projected at the level of 647.4 million
Swiss francs, representing an increase of 4.7 per cent over the base case income foreseen in the
Program and Budget for 2010/11. As illustrated in the table below, the base case scenario foresees
increases for both the PCT and Hague systems, while a slight downward adjustment is foreseen for
the Madrid registration system compared to the income estimates provided in the 2010/11 Budget.

15.  Income from Arbitration and Mediation activities is expected to increase by 2.6 per cent, while
interest income is foreseen to decline significantly as a result of lower interest rates expected to be
applied to WIPO’s deposits.

Table 2. Evolution of the Income of the Organization from 2004/05 to 2012/13
(in millions of Swiss francs)

Difference
2012/13
2004/05 | 2006/07 | 2008/09 | 2010/11 | 2012/13 vs. 2010/11
Actual Budget | Budget | Amount %
Contributions 34.4 34.7 34.8 34.8 34.9 0.0 0.1%
Fees
PCT System 400.6 4511 443.6 446.2 480.6 34.4 7.7%
Madrid System 60.8 90.3 94.8 106.0 104.4 (1.6) -1.5%
Hague System 5.0 5.0 54 7.4 11.2 3.8 51.2%
Lisbon System 0.0 0.0 0.0 0.0 0.0 0.0 0.0%
Sub-total, Fees 466.5 546.5 543.8 559.6 596.2 36.6 6.5%
Arbitration 2.5 3.2 3.3 2.7 2.7 0.1 2.6%
Publications 4.4 2.7 1.1 1.0 1.0 0.0 0.0%
Miscellaneous
Interest 8.9 15.8 17.8 16.3 8.1 (8.3) -50.6%
Other 6.0 6.4 6.5 4.2 4.6 0.3 8.1%
Sub-total, Miscellanous 14.9 22.2 24.3 20.5 12.6 (7.9) -38.5%
TOTAL 522.7 609.3 607.4 618.6 647.4 28.8 4.7%

16. Income is projected by Union, together with expenditures allocated to the same. While the
overall budget for the Organization is based on a balance between income and expenditure, the result
by Union on a budgetary basis indicates deficits expected for the Hague and Lisbon Unions. Further
details of the allocation of income and expenditure by Union are provided in Annex Il

Table 3. Financial Overview by Union 2012/13
(in thousands of Swiss francs)

CF Unions PCT Union Madrid Union Hague Union Lisbon Union Total
Amount | % Amount % | Amount | % | Amount % Amount | % | Amount %

2012/13 Income 36,479 488,117 109,872 12,111 850 647,430
2012/13 Expenditure 36,467 487,517 109,420 12,501 1,526 647,430
Surplus/Deficit 12 600 453 -390 -675

RWCF, Target* 18,234 50.0 73,128 15.0 27,355 25.0 1,875  15.0 - n/a| 120,591 18.6

*RWCF targets are calculated as percent of the biennial expenditure for each union
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17.  As in previous biennia, low case and high case scenarios are also presented for the fee income
estimates, which drive WIPQO’s overall income levels. Table 4 indicates that overall income levels are
projected to be in the range of 602 million Swiss francs in the low case, and 686.8 million Swiss francs
in the high case.

Table 4. Income Forecast Scenarios for 2012/13
(in millions of Swiss francs)

2012/13 FORECAST SCENARIOS
2008/09 | 2010/11 Base Difference Low Difference High Difference
Actual Budget Case from Case from Case from
2010/11 2010/11 2010/11
Contributions 34.8 34.8 34.9 0.04 34.9 0.04 34.9 0.04
Fees
PCT System 443.6 446.2 480.6 34.4 435.2 (11.0) 520.0 73.8
Madrid System 94.8 106.0 104.4 (1.6) 104.4 (1.6) 104.4 (1.6)
Hague System 5.4 74 11.2 3.8 11.2 3.8 11.2 3.8
Lisbon System 0.0 0.0 0.0 - 0.0 - 0.0 -
Sub-total, Fees 543.8 559.6 596.2 36.6 550.8 (8.8) 635.6 76.0
Arbitration 3.3 2.7 2.7 0.07 2.7 0.07 2.7 0.07
Publications 11 1.0 1.0 - 1.0 - 1.0 -
Miscellaneous
Interest 17.8 16.3 8.1 (8.3) 8.1 (8.3) 8.1 (8.3)
Other 6.5 4.2 4.6 0.3 4.6 0.3 4.6 0.3
Sub-total, Miscellaneous 24.3 20.5 12.6 (7.9) 12.6 (7.9) 12.6 (7.9)
TOTAL 607.4 618.6 647.4 28.8 602.0 (16.6) 686.8 68.2

18.  With the proposed expenditure level of 647.4 million Swiss francs, the financial result for the
Organization could vary significantly if income levels were to approach the low or high case scenarios
noted below. The Crisis Management Group (CMG), established under the chairmanship of the
Director General in 2009, continues to systematically monitor the evolution and potential impact of
global financial and economic developments on WIPQO’s actual and projected income, alongside the
regular monitoring of the Organization’s expenditure levels (the Terms of Reference of the CMG can
be found on the Financial Observatory for Member States’ information). The Financial Observatory,
via WIPO'’s internet site, continues to be updated quarterly with a series of tables illustrating the
financial status of the Organization for Member States.

Table 5. Scenarios for Financial Results
(in millions of Swiss francs)

2012/13 2012/13 2012/13

Budget LOW CASE | HIGH CASE
(BASE CASE)
Income 647.4 602.0 686.8
Expenditure

Personnel (incl. unallocated) 4134 413.4 4134
Non-Personnel (incl. unallocated) 234.0 234.0 234.0
Total, Expenditure 647.4 647.4 647.4
Surplus/(Deficit) -- (45.4) 394
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19. The main source of income for the Organization remains fees from services provided under the
PCT, Madrid and Hague systems. Fee income represented 90 per cent of the Organization’s total
income in 2008/09, and is estimated to represent a similar proportion in 2010/11. For the 2012/13
biennium, a slight increase in the share of fee income is foreseen, to 92.1 per cent of total income, as
a result of the decline projected in interest income primarily. The following Charts illustrate the share
of the various income elements (Chart 1A) and the various registration systems within the fee income

(Chart 1B) between 2004 and 2013.

Chart 1A. Evolution of the Share of Income of the Organization from 2004/05 to 2012/13 — by Source of Income
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2004/05 2006/07 2008/09 2010/11 2012/13
Actual Actual Actual Budget Budget

O Assessed Contributions 6.6% 5.7% 5.7% 5.6% 5.4%
OFee Income 89.2% 89.7% 89.5% 90.5% 92.1%
O Arbitration 0.5% 0.5% 0.5% 0.4% 0.4%
O Publications 0.8% 0.4% 0.2% 0.2% 0.2%
O Miscellaneous 2.9% 3.6% 4.0% 3.3% 2.0%

Chart 1B. Evolution of the Share of Income of the Organization from 2004/05 to 2012/13 — PCT and Madrid
Systems vs. Other income Components
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@ Hague System 1.0% 0.8% 0.9% 1.2% 1.7%
O Other 10.8% 10.3% 10.5% 9.5% 7.9%
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20. Estimates for fee income are based on the forecast models developed by the Secretariat.
Details of the models and the assumptions underlying the projected income figures are contained in
Annex IV of this document. The table below shows the estimates for demand for services (workload)
for 2012/13 under the PCT, Madrid and Hague systems, as compared to those included in the
2010/11 Budget, together with actual figures for the 2008/09 biennium.

Table 6. Estimates for Demand for Services (Workload) under the PCT, Madrid and Hague Systems

Total Total Total 2010 2011 2010/11 2012 2013 2012/13 Difference from 2010/11
2008 2009 2008/09 Budget Budget Budget Estimate Estimate Estimate Amount %
Actual Actual Actual
1.PCT
IAs filed: Base case 163,235 155,397 318,632 163,800 170,100 333,900} 180,800 187,200 368,000 34,100 10.2%|
IAs filed: Low case 169,200 172,900 342,100] 8,200 2.5%|
1As filed: High case 190,900 199,200 390,100] 56,200 16.8%|
2. Madrid
Registrations 40,985 35,925 76,910f 42,800 44,200 87,000] 42,100 43,500 85,600f (1,400) -1.6%
Renewals 19,472 19,234 38,706 22,700 21,900 44,600] 21,300 22,000 43,300] (1,300) -2.9%
Registrations & Renewals: Base case 60,457 55,159 115,616 65,500 66,100 131,600 63,400 65,500 128,900 (2,700) -2.1%
3. Hague
Registrations 1,522 1,681 3,203 3,100 4,000 7,100 5,000 7,500 12,500 5,400 76.1%]
Renewals 3,152 2,748 5,900 2,600 2,600 5,200 2,800 2,500 5,300 100 1.9%|
Registrations & Renewals: Base case 4,674 4,429 9,103 5,700 6,600 12,300 7,800 10,000 17,800 5,500 44.7%

OVERALL EXPENDITURE

21. The proposed level of total expenditure for the 2012/13 biennium is 647.4 million Swiss francs,
representing an increase of 28.8 million Swiss francs, or 4.7 per cent over the 2010/11 Budget.
Personnel costs are proposed to increase by 16.6 million Swiss francs, representing an increase of
4.2 per cent, and non-personnel costs are proposed to increase by 12.2 million Swiss Francs,
representing an increase of 5.5 per cent.

15



Proposed Program and Budget for 2012/13

Table 7. Budget for 2012/13 - by Object of Expenditure
(in thousands of Swiss francs)

2010/11 2010/11 2012/13 Difference
Approved Budget Proposed
Budget after transfers Budget Amount %
A. Personnel Resources
Posts®* 348,146 347,205 361,885 14,680 4.2%
Short-term Professional n/a n/a 20,086 n/a n/a
Short-term General Service n/a n/a 30,323 n/a n/a
[Consultants]? 11,5622 11,780 n/a n/a n/a
[Short-term Employees]2 40,717 36,670 n/a n/a n/a
Special Service Agreements (SSA)® 4,541 n/a n/a n/a n/a
Interns 448 1,129 1,100 (29) -2.6%
Total, A 405,374 396,784 413,393 16,609 4.2%
B. Non-personnel Resources
Travel and Fellowships
Staff Missions 13,386 14,613 15,721 1,108 7.6%
Third-party Travel 22,129 23,429 21,333 (2,096) -8.9%
Fellowships 3,475 4,522 4,560 38 0.8%
Sub-total 38,990 42,565 41,614 (950) -2.2%
Contractual Services
Conferences 5,993 6,479 8,707 2,228 34.4%
Experts' Honoraria 4,237 5,106 6,283 1,177 23.1%
Publishing 1,211 1,715 1,618 (98) -5.7%
SSA & Commercial Services4 86,365 89,402 110,325 20,923 23.4%
Sub-total 97,806 102,702 126,932 24,230 23.6%
Operating Expenses
Premises & Maintenance 51,842 49,935 46,058 (3,876) -7.8%
Communication n/a n/a 6,386 n/a n/a
Representation n/a n/a 1,200 n/a n/a
Admin & Bank Charges n/a n/a 508 n/a n/a
UN Joint Services n/a n/a 1,340 n/a n/a
[Communication and Other]' 9,869 11,664 n/a n/a n/a
Sub-total 61,711 61,599 55,492 (6,107) -9.9%
Equipment and Supplies
Furniture & Equipment 7,648 8,075 4,675 (3,400) -42.1%
Supplies & Materials 7,108 6,913 5,324 (1,589) -23.0%
Sub-total 14,756 14,988 9,999 (4,989) -33.3%
Total, B 213,263 221,853 234,037 12,184 5.5%
TOTAL 618,637 618,637 647,430 28,793 4.7%
POSTS 1,044 1,044 1,104 60 5.7%

' Communication & Other line is applicable for 2010/11, broken down into detailed cost categories in 2012/13.
Comparison is therefore provided on the corresponding sub-total level.

2 Consultants and Short-term Employees lines are applicable for 2010/11. The budget corresponding to these
categories is included under Short-term Professional and Short-term General Service lines in 2012/13.

¥ SSA are shown under Non-personnel Resources in 2010/11 Budget after Transfers and 2012/13 Proposed Budget,
due to a change implemented in April 2010.

* Unallocated Resources are included under Posts and SSA & Commercial Services cost categories.

22. The proposed allocation of expenditure by object of expenditure is shown in the table above,
while the proposed allocation of expenditure by Program is shown in Annex |, together with (i) the
table illustrating transfers across programs which were made in accordance with Financial Regulation
5.5, and (ii) the table illustrating changes proposed in the program structure from 2010/11 to 2012/13.
The proposed allocation of expenditure by Unions is shown in Annex Il

23. Program narratives are followed by detailed program budget tables, indicating the proposed

budget by result, as well as separately by object of expenditure for 2012/13, together with a
comparison of the proposed budget against the Budget after transfers for 2010/11 for the Program. All
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Program budget tables provide an indication of the resources included for the implementation of DA
projects, and Table 9 provides a comparative overview of the share of development activities by
Program for 2010/11 and 2012/13.

24. A number of changes have been introduced to naming and groupings of objects of expenditure,
with a view to (i) enabling more granularity in reporting; (ii) preparing for reporting personnel costs in
alignment with the contract reform process under way; and (iii) thus providing enhanced transparency
and disclosure to both program managers and Member States in reporting on resource utilization.
Appendix B provides an overview of the Definition of Budget Headings for further reference. The
changes can be summarized as follows:

(@) In previous biennia, Special Service Agreements (SSAs) were treated as part of
personnel expenditures. SSAs, however, are a contract form designed to hire independent
individuals (contractors) in expert capacity to perform specific time-bound and clearly defined
tasks; thus they are not a personnel contract type. Accordingly, these types of costs have been
moved from personnel to non-personnel costs.

(b)  The category of “Short-term Employees” was used in previous biennia to cover costs of
short-term general service employees, as well as a short term professional contract form known
as Special Labor Contract (SLC). Another category, known as “WIPO Consultant”, also covered
a short term professional contract form in WIPO. In order to streamline these categories and
prepare for the alignment with the contract forms which are expected to be introduced under the
contract reform process currently under way, the categories of Short-term Professional and
Short-term General Service have been introduced under personnel expenditures. The Short-
term Professional category covers the current contract forms of SLC and WIPO Consultant,
while the Short-term General Service category covers contracts of general service employees
on short-term contracts.

(c) The costs covering internships in WIPO have been retained as a personnel cost
category. In order to better manage these costs, however, the budget for these has been
centralized under HRMD in 2012/13.

(d) Under Non-personnel expenditures, changes have been made to names and/or
groupings of objects of expenditure under Contractual Services and under Operating Expenses.
The line “Other Contractual Services” has been re-named to clearly indicate that expenditures
under this category include SSAs and costs of commercial service providers. Under Operating
Expenses, the previously used category of “Communication and Other” was broken down into
its constituent parts to better illustrate the types of costs covered by the respective lines, which
are Communication, Representation, Administrative and Bank Charges, and UN Joint Services.

PERSONNEL EXPENDITURE

25. Personnel costs are projected to increase by 16.6 million Swiss francs, representing an
increase of 4.2 per cent over the 2010/11 Budget. This increase is due to the following key changes:

(@) The impact of re-costing approved posts (standard cost review, which takes into account
applicable mandatory ICSC adjustments and common staff costs, contribution to the provision
for after service employee benefits, including ASHI, step increases and the impact of re-
classifications done in the previous biennium, together with an assumption of a certain vacancy
rate and part-time work). In addition, the litigation compensation provisions, provisions of
accident insurances and closed pension fund contribution changes are also taken into account.
The total impact of re-costing amounts to an increase of 9.2 million Swiss francs;

(b)  The impact of re-costing of short-term positions (standard cost review and reflection of
re-classifications in the previous biennium), provision for short term conference staff, and the
impact of the changes in the number of short-term positions, amounting to a net increase of
1.7 million Swiss francs;

(c)  Under personnel costs, an amount of 2.0 million Swiss francs has been earmarked for the

regularization of 60 long serving temporary employees performing continuing functions. This is
in line with the commitment made by the Director General and endorsed by Member States at
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their Assemblies in 2010 (reference document WO/CC/63/5), and will result in the utilization of
60 of the 156 posts approved in principle for this purpose.

(d) In line with the strategic realignment process, the review of skills and competencies and
the appropriate resource structures is a priority for the Organization. As a result, a further
amount of 3.5 million Swiss francs has been earmarked for re-classifications to be implemented
in the course of 2012/13.

26. Itis highlighted that in order to retain overall post costs at a level which is accommodated by the
projected income envelope of the Organization, a downward adjustment was made to the percentage
applied to post costs for the funding of the provision for after service employee benefits, including
ASHI (After Service Health Insurance). The percentage charge against post costs was reduced from
6 per cent in previous biennia to 2 per cent for 2012/13, which has resulted in a budget proposal which
is 14 million Swiss francs lower. In view of the fact that this is seen as a short term measure to
address the potential risks currently seen in the global economy, which continue to urge the exercise
of caution on the base case income envelope projected for 2012/13, the Director General wishes to
indicate that a pick-up in the projected income levels would first and foremost be proposed to be
utilized to reinstate this provision at the appropriate time.

27. As in previous biennia, it is highlighted that the proposed personnel expenditures for the
2012/13 Budget do not include certain costs, which can not be reliably quantified at this point in time,
but the impact of which is likely to bring further upward pressure on personnel costs, to be
accommodated later in the biennium. These include (i) any decisions which may be taken by the
International Civil Service Commission (ICSC) in the course of 2012/13 in respect of mandatory
adjustments to salary scales or other elements of the UN system’s compensation and benefits
package; and (ii) the potential additional cost of implementing the human resources contract reform
proposal which is now expected to be finalized by the end of 2011.

NON-PERSONNEL EXPENDITURE

28. Non-personnel resources are proposed to increase from 221.9 million Swiss francs in 2010/11
to 234.0 million Swiss francs in 2012/13, representing an increase of 12.2 million Swiss francs or
5.5 per cent. This overall increase reflects the following key changes:

(@) With the move of staff from WIPO’s rented buildings to the new building, the premises
costs of the Organization will be lower by a net of 5.6 million Swiss francs for the biennium;

(b)  The loan approved for the financing of the new building has now been fully drawn down,
and the related interest costs, representing 7 million Swiss francs for the biennium have been
included in the budget. The approach utilized in the 2010/11 and in previous budgets to record
an expense related to the repayment of loan principal was based upon UNSAS which did not
permit for the recording of depreciation of fixed assets as expense. Now that WIPO has moved
to IPSAS, depreciation of each component of all of WIPO'’s buildings will be recorded as an
expense in the IPSAS ledger. Since WIPO’s financial statements will no longer be prepared in
accordance with UNSAS, the previous approach of treating loan principal repayment as a
budgetary expense will be discontinued from 2012/13, which will help to reduce the adjustments
required to be reconciled on the Statement of budget to actual comparison (Statement V) and in
the note required by IPSAS-24 to reconcile budgetary and IPSAS results.

In light of part of the savings generated above, it is proposed to set up a building maintenance
fund as proposed by some Member States in order to ensure that the buildings owned by WIPO
hav