
















 Executive Board First Session (Regu lar) Rome, 22 January  1996 INTERIM REVISED FINANCIAL REGULATION S Agenda item 7         D istribution: LIMITED W FP/ExB.1/96/2/A dd.1 18  January  1996 ORIGINAL: ENGLI SH  CO MMENT S BY THE FAO FINAN CE COMMITTEE  (January  1996) This document is produced in a limited number of copies. Delegates and observers are kindly  requested to bring  it to the meetings and to refrain from asking for additional  copies.  NOTE BY THE EX ECUTIVE DI RECTO R 1. The report of the Eigh t-Third Session  of the FAO  Finance Committee pertaining to  the Interim Revised Financial Regulat ions is attached. 2. T he text of the letter accompany ing this report of the FAO Finance Committee (document FC 83/Final) is as fol lows:  "17 January  1996 Dear Ms. Bertini,  I have
 pleasure of attaching herewith the Report of the E ighty -Third Session of the Finance Committee on the Interim Revised Financial Regulat ions. Y ours sincerely ,   Thomas A. Forbord Acting Chairman Finance Committee"  EIGHTY-THIRD  SE SSION OF THE FAO FINANCE COMMITTEE Rome, 16 January  1996 1. The Committee recognized the urgent need for WFP to introduce a new resourcing mechanism and agreed in general with the proposal  to introduce the new mechanism, on an informal trial basis,  with effect from 1 January  1996. It noted that the introduction of the new mechanism on a trial basis should not involve any  inconsistency  with the General Regulat ions currently  in force. However, in view of the far-reaching nature of the new resourcing mechanism, the matter should be
orted to the next session of the FAO Council. It was in this contex t that the Committee considered the proposed Interim Revised Financial Regulat ions submitted to it  for advice by  the Executive Director of WFP in accordance with the provisions of article 29(e) of the WFP General Regulations. 2. T he Committee was informed by  the WFP Secretariat that the adoption – at least on an in terim basis – of the revised Financial Regu lations  would be required in order to enable WFP to implement the recommendations made by  the Fortieth Session of the CFA,  even for a trial period. 3. The Committee also vo iced its concern over the fact that the documents had been received late and that there had been litt le time to analyze fully  the sugges ted amendments to a subject, such
as the Financial Regulat ions, w hich is ex tremely  complex, and to consult  with other Member Nations. 4. The WFP Deputy  Executive Director introduced the documents and highlighted that,  follow ing close consultat ions w ith the FAO Secretariat, especially  on the legal aspects, a certain number of further proposals had been made. Importantly , it was now proposed tha t the revised Financial Regulations be termed Interim Revised Financial Regu lations. This change was designed to make explici t that the Regu lations that the Board wou ld be inv ited to approve were not in any  sense final. They  would enable the Secretariat to implement the decisions of the CFA as qu ic kly  as possib le for the trial period.  5. The Committee was informed that the changes may  be categorized
o those required to reflect: – the creation of the Executive Board of WFP; – W FP's general policy  framework for introducing the Country  Programme Approach; – the recommendations of the Fortieth Session of the CFA for the introduction, on a trial bas is, of a new Resourcing Model for the Long-Term Financing of WFP; – the definit ion of financial terms as appearing in the CCAQ Glossary  and Accounting Standards. 6. T he Committee considered that i t wou ld be better for further work to proceed on the basis of the Interim Revised Financial Regulations as presented in document FC:83 /2 Rev. 1. It urged the E xecutive Board to proceed with i ts review, with the aim of finalizing the Financial Regulations before the beginn ing of the nex t financial period. 7. In reviewing
hese Regulations, the Committee operated on the princip le that terms did not need to be defined if the term was not used in the Financial Regulat ions or if the term was not considered essential. Definit ions shou ld not include substant ive provisions,  and acronyms should be avoided in the definit ions,  by  using the full wording and writ ing the acronym in parentheses. Definitions 8. The Committee reviewed in some detail the defin itions section  , of the draft Interim Revised Financial Regulat ions, and  recommended the following changes: "Admin istrative Budget" - to be dropped and replaced by  a new definition of the "WFP Budget". Further consequen tial changes wil l be needed in Part VI. "Allocation" - to be dropped as the term does not  appear in the main body  of
 Financial Regulations. "Appeal Process" - to be dropped and also removed from Financial Regulation 4.2. "Appropriat ions" - to be revised to read as follow s: "A ppropriation shall mean an amount approved by  the Board for specific purposes again st wh ich allotments w ill be made for those purposes up to the amounts so approved." "Multi lateral Contribution" - a new definition to be added. It should read as follow s: "`Mult ilateral contribu tion' shal l mean a contribution,  for which the donor accepts reports submitted to the Board as being sufficient for its own requirements, made to a Programme Category  or without regard to a Programme Category  if WFP determines for which Country  Programme or WFP project the contribution will be used and how it  wil l be used or a
ntribut ion made in response to an appeal made by  WFP for a specific operation." Fur ther, the three types of contributions under the new model should be grouped together under the general heading "Contributions".  "CPD" - to be dropped since the term is not used in the tex t. "CSO " - to be dropped since the term is not used in the tex t. Directed Multilateral Contribution" - to be reworded as follows: "`Directed Multilateral Contribu tion' shal l mean a contribution,  other than a response to an appeal made by  WFP for a specific emergency  operation, which a donor requests W FP to d irect to a specific activity  or activit ies in itiated by  WFP or to a specific Coun try  Programme or Country  Programmes." "Fund" - change to "WFP Fund" and define as follows: "W FP Fun d"
 mean the World Food Programme Fund established in accordance with General Regulation  29(a)." "Fund Accoun ting" - to be deleted since it is no t used in the main body  of the Financial Regu lations. "Fund ing Windows" - to be deleted since it is no t used in the main body  of the Financial Regu lations. "IDA" - to be deleted and the name spelled out in ful l in the Financial Regu lations . "Indirect Support Cos t Account" - to be deleted as the defini tion is adequatly  clear where it appearsin the text. "Operational Reserve" - a new definition should be added as follows: "Operationa l Reserve" shal l mean funds maintained as an account of the General Fund  to be used to ensure continuity  of operations  in the event of a temporary  shortfall of
resources." "PRO" - to be deleted as it is no t used in  the Financial Regulations. "Programme Category" - to be reworded as follows: "`Programme Category ' shall mean one of the following four WFP programme categories: Development; Protracted Relief Operations; Emergencies; and Special Operations. T he Development Programme Category  includes rehabilitation and disaster preparedness activit ies." "Programme Support and Admin istrative Services" - the second reference to "the Programme" should be changed to "W FP". "Project" - to be reworded as follows: "Project" means a separately  identified undertaking within a Programme Category ." "Trust Funds" - the following words to be deleted from the definition: "provided such activit ies are consistent w ith W FP's aims and
licies". "Replenishable fund" - to be deleted as it is no t used in  the Committee's suggested revisions to the interim Financial Regu lations. "Resourcing model" - to be deleted as it is no t used in  the Committee's suggested revisions to the interim Financial Regu lations. "Revolv ing fund" - to be deleted as it is no t used in  the Committee's suggested revisions to the interim Financial Regu lations. "Strategic and Financial Plan" - to be deleted as the defini tion is adequately  clear where it appears in the text. "Write-off" - to be deleted as the defini tion is adequately  clear where it appears in the text. Substant ive provis ions 9. The Committee, in  addition to numerous editorial suggest ions, made the follow ing recommendations on the main body  of
the Regulat ions. 10. The Committee recommended that Financial Regu lation  4.2 be s implified and rewritten as fol lows:  "Annual  resource consultations will be conducted in conjunction w ith a sess ion of the Board to supplement the b iennial p ledging conference. WFP will provide information on availabil ity  of resources and unmet needs of WFP activities on a quarterly  basis. In addit ion, indiv idual appeals may  be made by  WFP or in conjunction with the United Nations Department of Humanitarian Affairs for new emergencies as necessary ." 11. The Committee recommended that Financial Regulat ion 4.3 be rewritten as follow s: "In app ly ing the principle of full cos t recovery , WFP may  use the cash component of contributions w here necessary  to cover Direct Operational Costs,
Direct Support Cos ts, and Ind irect Suppor t Costs". 12. T he Committee recommended that Financial Regulat ion 4.6  be rewritten as follow s: "Pledges and contribu tions wil l be registered as Mu ltilateral, Directed Multi lateral, or Bilateral funding depend ing on donor s tipu lations,  if any , on the use of the contr ibut ions. 13. The Committee recommended that Financial Regu lation  4.7 be clarified as follows: " (a) Contributions to the Emergency  Programme Category  will consis t of contribu tions to the IEFR and to the IRA. (b) Donors contribu ting to the IE FR should ind icate the commodities and cash contribu tions which W FP might call upon for emergency  food purposes in accordance with United Nations General Assembly  resolution 3362 (S-VII). Developing countries not in a
osition to ma ke contribu tions  to the IEFR shou ld, when possib le, indicate their w ill ingness to prov ide to W FP interest-free loans of cash or commodities for emergencies. (c) The Board will  establish a target level for the IRA for each financial period. T he target level shou ld be maintained by  replenishment contribu tions from donors and, when possib le, by  repayment of advances made for specific emergencies. Contribu tions for food and food-related costs w ill  be dis tingu ished clearly  from contributions for non-food  related costs to enable reporting to the Food Aid Committee of the International Grains Council ." 14.  The Committee recommended that in the final version, Part V be reordered in order to reflect the sequence of approval of Coun try  Programmes and
ects. 15. There was substan tial discussion on the adequacy  of the provisions in Part VI of the Financial Regulat ions. T he Committee considered recommending that the ti tle of th is part be changed to "The Budget" rather than l imiting it to "T he Programme Support and Administrative Budget". Other appropriate changes shou ld be made in the text,  since the conso lidated budget tha t the Executive D irector is presenting  to the Executive Board includes more than programme support and administrative revenue and expenditures. While the Committee and the Secretariat agreed conceptually  that the Financial Regulat ions should  make provis ion for a conso lidated budget encompassing all e lements, including different programme categories as well as programme support and
rative costs, the Committee decided that th is revision could  be deferred until a subsequent  Executive Board meeting. 16. The Committee suggested that Financial Regu lation 6.2 be clarified as follow s: "The Executive Director shal l submit a Strategic and Financial Plan to  the Board for such a period as the Board may  determine, at its annual meeting in odd-numbered years of each financial period, for its review and approval. The Executive Director shall  forward copies of this  plan to  the ACA BQ and the Finance Committee for their review and comments, and shall submit to the annual meeting of the Board any  such comments." 17. Under Part VII, the Committee noted that  without compromising the term "the Fund", as used in the General Regulations, a clearer term,
 WFP Fund" should be u sed to deno te the total ity  of resources of WFP, since this fund will contain multip le individual funds, i.e., a General Fund, Programme Category  Funds, etc. Furthermore, the hierarchy  of these funds should be specified clearly . 18. Accordingly , Financial Regulation 7.1(a) shou ld be rewritten as fol lows: "The WFP Fund shall be subdiv ided into a General Fund, Programme Category  Funds, Trust Funds ; and such other funds as the Board has estab lished or may  establish from time to time. The Executive Director may  establish accounts within the funds as shall be necessary  to implement these Regulations." 19. Furthermore, Financial Regu lation 7.2 should be rewritten as fo llows: "All contributions will be classified as Multilateral, Directed
lateral, or Bilateral. The Executive Director may  accept Bilateral Contribu tions only  if they  are for activities consis tent with WFP's Mission Statement. The Executive Director shall report al l contribu tions to the Board." 20. Financial Regulations 7.4 and  7.5. The Committee noted that only  one Operational Reserve was approved for WFP. Therefore, the Financial Regulat ions should refer to only  one Operational Reserve. 21. Financial Regulation 8.2. T he Committee noted that there could be some contradiction on the treatment of income from investments in Financial Regulat ions 8 .2 and 8.3. Hence, it is recommended that the second sentence of Financial Regulat ion 8.2 be dropped and Financial Regulat ion 8.3 be rewritten as follow s: "Income from investments, except
by  bilateral trust funds, shall be credited to the fund or account wh ich generated the income. The income earned by  bilateral trust funds shall be u sed to replenish the IRA,  with the agreement of the donor(s) concerned." 22. In poin t 3 of the Annex, an issue was raised as to whether there shou ld be any  limits on the External Aud itor's access to privi leged documents. After some discuss ion i t was concluded that since i t is not directly  related to the new resourcing model, this issue should be deferred for future consideration.


