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Objective

The purpose of today’s discussion is to seek the Board’s feedback on the following areas that
will inform draft decision points at the 2018 second regular session:

1. Proposed amendments to WFP’s General Rules and Financial Regulations
i.  Recommendations related to full cost recovery
ii. Terminology and definitions to achieve alignment with the IRM structure

2. Additional issues for consideration during the 2018 second regular session

i.  Transitional governance arrangements for selected CSPs and ICSPs that will be
considered at the 2019 first regular session

ii. Extension of the duration of certain transitional ICSPs to allow approval of CSPs and
ICSPs at the 2019 second regular session

iii. Proposed approach to regional responses



1. Proposed amendments to WFP General Rules and

Financial Regulations

Implementation of the Integrated Road Map requires changes in three main areas:

et

2. Terminology and definitions that are coherent with
the CSP structure

3. Amendments to delegations of authority (DoA)

For approval at EB.2/2018
(proposed amendments
outlined in the 25 July
IRM paper)

Interim DoA approved at
EB.2/2017; permanent DoA to
be presented for approval at
EB.1/2020 following a review



Principle of Full Cost Recovery

« WFP is fully committed to the principle of full cost recovery
- Simple and transparent cost-recovery model

« Standard ISC for the vast majority of contributions (approximately
97 percent of USD 6 billion in 2017)

« Revision of General Rules requires us to focus on exceptions



Summary of recommendations related to full cost recovery (I/11)

1  Continue twinning arrangements for in-kind contributions as Unchanged from General Rule XIlI.4 (c)
provided for in existing General Rule XIl1.4 (f). 2018 annual session

2  Adjust General Rule XIll.4 (f) to allow cash as well as in-kind Substantively General Rule Xli1.4 (c)
contributions to be eligible for twinning. unchanged from

2018 annual session

3 Expand the current General Rule XIII.4 (e) to include relevant in-kind Unchanged from General Rule XllI1.4 (b)
contributions for the PSA or related activities. 2018 annual session

4 Maintain the ISC waivers provided for in General Rule XIlIl.4 (g) and Unchanged from General Rule Xll1.4 (e)

amend the wording of the General Rule to reflect the IRM framework 2018 annual session
and cost categories, including by adjusting the waivers to cover

broader support costs in line with the interim full cost recovery

formulation approved by the Board at EB.2/2017.

5 Maintain the flexibility of direct support cost (DSC) rates for Unchanged from General Rule Xil1.4 (a)
mandated common services and ensure that the General Rules and 2018 annual session
Financial Regulations allow for the possibility of more than one DSC
rate in a single country in such cases.

6  Continue to treat revenue generated from on-demand service Unchanged from Financial Regulations
provision as distinct from contributions as defined by Financial 2018 annual session 4.1, 4.8, 10.2, 10.3 and
Regulation I. 10.9.



Summary of recommendations related to full cost recovery (l1/111)
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8.a.

8.b.

Integrate country-level trust funds into the
CPB and maintain trust funds at the
headquarter and regional levels

Apply a reduced ISC rate for host
governments’ contributions to their own
programmes, with a proposed rate to be
presented in the management plan.

Apply a reduced ISC rate for contributions
made by one developing country or
countries with economies in transition to
another, with a proposed rate to be
presented in the management plan.

Adjust General Rule XIIl.4 (e) to allow for
exemptions from ISC for contributions to the
Operational Reserve.

Unchanged from 2018
annual session

Recommendation revised
following the 25 July
informal consultation.
Reduced ISC rate would be
applied for host
governments’
contributions to their own
programmes.

Recommendation revised
following the 2018
annual session;
Substantively unchanged
since the 25 July informal
consultation

Unchanged from 2018
annual session

Financial Regulations 4.6, 5.1, 5.2, 10.3
and 10.4.

No exception is required under
General Rule XllIl.4 as this
recommendation achieves full cost
recovery.

A separate ISC rate for host
government contributions to their own
programmes would be set on an annual
basis in the management plan.

Exception required. New General Rule
XIl1.4 (f).

Reporting requirement reference in
new General Rule Xllil.4 (g).

A separate ISC rate would be set on an
annual basis in the management plan.

General Rule Xli1.4 (b)



Summary of recommendations related to full cost recovery (111/111)

10 Delegate authority to the Executive Director for the
approval, on an exceptional basis, of twinning
arrangements for contributions from any donor.

11.a. Apply a reduced ISC rate to contributions to the
Immediate Response Account.
11.b. Apply a reduced ISC rate to cash contributions that

are not designated in any way.

New recommendation
following the 2018
annual session;
unchanged since the 25
July informal consultation

New recommendation
following the 2018
annual session;
unchanged since the 25
July informal consultation

New recommendation
following the 2018
annual session;
unchanged since the 25
July informal consultation

Exception required. New General
Rule Xlil1.4 (d).

Reporting requirement reference
in new General Rule XII1.4 (g).

Amendment of current General
Rule XIIl.4 (e) is required to
remove the current exemptions.
See new General Rule Xllil.4 (e).

No exception is required under
General Rule Xll1.4 as this
recommendation achieves full
cost recovery.

A separate ISC rate for these
contributions would be set on an
annual basis in the management
plan.



Updated proposals for full cost recovery

Based on feedback received from the Board at the 2018 annual session and the 25 July informal
consultation, the following proposals relating to ISC flexibility and twinning have been refined:

Revised following Revised recommendation 8.a.: Apply a reduced ISC rate for host governments'’
the 25 July informal contributions to their own programmes, with a proposed rate to be presented in the
consultation management plan.

Revised/new Revised recommendation 8.b.: Apply a reduced ISC rate for contributions made by one
recommendation developing country or countries with economies in transition to another, with a proposed
following the 2018 rate to be presented in the management plan.

annual session;
unchanged since
the 25 July informal

consultation Recommendation 11.a. (new): Apply a reduced ISC rate to contributions to the
Immediate Response Account.

Recommendation 10 (new): Delegate authority to the Executive Director for the approval,
on an exceptional basis, of twinning arrangements for contributions from any donor.

Recommendation 11.b. (new): Apply a reduced ISC rate to cash contributions that are
not designated in any way.



Apply a reduced ISC rate for host governments’ contributions to

their own programmes
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Revised recommendation 8.a.: Apply a reduced ISC rate for uly ¢

host governments’ contributions to their own programmes, with a
proposed rate to be presented in the management plan.

« Previously, WFP proposed to apply a reduced ISC rate for host
governments' contributions to programmes in their own countries,
including host governments with twinning arrangements.

« Following feedback from the 25 July informal consultation and internal
review, WFP proposes that the standard ISC rate (6.5 percent) would
need to be applied to contributions from host governments with
twinning arrangements which are directed to operations in their own
countries in order to cover the costs that would be incurred in
facilitating the twinning arrangement.

No exception is required under
General Rule Xlll.4 as this
recommendation achieves full
cost recovery.

A separate ISC rate for host
government contributions to
their own programmes would be
set on an annual basis in the
management plan.

If a 4 percent ISC rate had been
applied, foregone ISC (annually
between 2011 - 2016) =
USD 1 million for host
government contributions
to their own programmes

it} -
arrangements, with

buti i I
e =



Apply a reduced ISC rate for contributions made by one developing
country or countries with economies in transition to another

Unch : :
Recommendation 8.b.: Apply a reduced ISC rate for theggfzdsince Zxcept'?nRrﬁql;'(:ﬁd‘iNew
contributions made by one developing country or countries Wic R:;:rrt?ng ?eguireéne(rf\)t.
with economies in transition to another, with a proposed rate to be reference in new General
presented in the management plan. Rule XII1.4 (g).

A separate ISC rate would
be set on an annual basis

» Previously, WFP proposed to apply a reduced ISC rate for contributions made by one in the management plan.

developing country to another through South-South and triangular cooperation.

« The proposal has been refined to align with General Regulation XIll.2 and the criterion If a 4 percent ISC rate
for determining eligibility to receive support in meeting full cost recovery outlined in had been applied,
the 2004 document “New Partnerships to Meet Rising Needs - Expanding the WFP USD 0.3 million would
Donor Base” to determine countries’ eligibility for reduced ISC. have been foregone

between 2011 - 2016
(i.e. USD 0.05 million
foregone annually)

« Eligible countries are least developed countries, low-income countries and lower-
middle-income countries, as defined by the Organisation for Economic Co-operation
and Development (OECD).

» The reduced ISC rate would help to encourage additional contributions in line with
the 2004 strategy for enhancing the donor base and strengthening partnerships.



Delegate authority to the Executive Director for the approval, on an
exceptional basis, of twinning arrangements for contributions from any donor

U
tha"ged : Exception required. New
Recommendation 10: Delegate authority to the Executive ezsju,ysl?ce General Rule XI11.4 (d).

Reporting requirement
reference in new

Director for the approval, on an exceptional basis, of twinning
arrangements for contributions from any donor.
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Through twinning contributions, all associated and support costs would be fully
covered from two or more different sources.

This proposal will only be applied as a last resort (hence its exceptional nature) - under
all circumstances, full cost recovery would be pursued.

This recommendation would provide additional opportunities for resource mobilization
and incentivize more donors to contribute to WFP.

WFP’s ISC policy does not change - the ISC rate that would apply would either be the
standard (6.5 percent) or the reduced rate (4 percent), subject to donor eligibility.

To ensure transparency, the approval of any related twinning arrangements would be
shared with the Executive Board through the annual report of the Executive Director
on the utilization of contributions and waivers of costs.

Calls for additional criteria to define the “exceptional” nature of this proposal may drive
WEFP to a more restrictive environment than intended, leading to missed opportunities.

General Rule XII1.4 (g).

General Regulation XIil.2
allows deviation from the
full cost recovery principle in
“exceptional situations.”

The exceptional nature of
this approach would
correspond to the
application of current
General Rule XII1.4 (g),
which exceptionally allows
the ED to waive ISC on in-
kind contributions that
cover DSC.

Propose to extend the
application of the current
General Rule Xlll.4 (f) to
such contributions.
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Recommendation 11.a.: Apply a reduced ISC rate to
contributions to the Immediate Response Account. Yic

Recommendation 11.b.: Apply a reduced ISC rate to cash contributions
that are not designated in any way.

General Rule XIlll.4 (e) currently provides that cash contributions that are not
designated in any way or are designated to the Immediate Response Account (IRA)
shall not be required to provide additional cash.

Contributions to the IRA are currently confirmed with no ISC. However, some
management costs are incurred in administering IRA contributions, which are
eventually converted into grants in support of life-saving operations. In 2016 and 2017,
IRA allocations that became grants (USD 84.5m) were nearly equal to total donor
contributions to the IRA (USD 94.4m).

“Contributions not designated in any way” refers to unearmarked contributions that
are given to WFP without any donor conditions, which means WFP can fully determine
the appropriate use of these funds. Such contributions incur lower management costs,
as they do not require elements such as individual donor reporting.

A reduced ISC rate is therefore proposed for both types of contributions to ensure
that overhead costs are sufficiently covered and full cost recovery is achieved.

Apply a reduced ISC rate to contributions to the Immediate Response
Account and cash contributions that are not designated in any way

5 Juf ds’"ce

Amendment of current
General Rule XIl1.4 (e) is
required to remove the
reference to no additional
cash or services being
required in respect of IRA
contributions or cash not
designated in any way. See
new General Rule XlI1.4 (e).

No exception is required
under General Rule XIIl.4
as this recommendation

achieves full cost recovery.

A separate ISC rate would
be set on an annual basis
in the management plan.

If a 4 percent ISC rate had
been applied to
contributions not
designated in any way,
USD 1.2 million would have
been foregone in 2017



Total annual foregone ISC if the proposals were implemented

Recommendations related to reduced ISC Foregone ISC (annual)

8.a.  Apply a reduced ISC rate for host governments’ - USD 1 million: Host government contributions to their own
contributions to their own programmes, with a programmes (excluding twinning arrangements and
proposed rate to be presented in the government counterpart cash contributions)
management plan. -Usb 3.7 millien:-Host governments with twinning

hich.di Tt hei
programmes-[excluded from proposal / not applied]

8.b.  Apply areduced ISC rate for contributions made - USD 0.05 million (on average)
by one developing country or countries with
economies in transition to another, with a
proposed rate to be presented in the
management plan.

9 Adjust General Rule XllII.4 (e) to allow for No impact on current levels of ISC income, as no direct donor
exemptions from ISC for contributions to the contributions have been received to date
Operational Reserve.

11.a. Apply a reduced ISC rate to contributions to the + USD 1.8 million (annual increase)
Immediate Response Account.

11.b.  Apply a reduced ISC rate to cash contributions - USD 1.2 million
that are not designated in any way.

Total - USD 0.45 million (less than 1 percent of annual ISC)
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1. Proposed amendments to WFP General Rules and
Financial Regulations

Implementation of the Integrated Road Map requires changes in three main areas:

1. Application of full cost recovery and introduction of

new cost categories For approval at EB.2/2018
(proposed amendments

outlined in the 25 July
— o

| Interim DoA approved at

EB.2/2017; permanent DoA to
be presented for approval at
EB.1/2020 following a review

3. Amendments to delegations of authority (DoA)



General Regulation Xlll.2

“Except as otherwise provided in [WFP’s] ... General Rules in respect of
developing countries, countries with economies in transition and
other non-traditional donors, or in respect of other exceptional
situations, each donor shall provide cash contributions sufficient to
cover the full operational and support costs of its contributions.”
(emphasis added).



2. Additional issues for consideration during the 2018
second regular session

I.  Transitional governance arrangements for selected CSPs and ICSPs that
will be considered at the 2019 first regular session

ii. Extension of the duration of certain transitional ICSPs to allow approval of
CSPs and ICSPs at the 2019 second regular session

lii. Proposed approach to regional responses



I. Transitional governance arrangements for selected CSPs and
ICSPs that will be considered at the 2019 first regular session

Proposal: Extend transitional governance arrangements approved by the Board at the 2017
second regular session to select country offices submitting CSPs or ICSPs for approval at the
2019 first regular session.

This approach, previously used for CSPs considered at the 2018 first regular session, would allow select country
offices to implement certain ongoing activities for the first three months of 2019 under the rubric of the IRM

framework by submitting short-term ICSPs to the Board for approval by correspondence.

Country Offices At the same time, each ,
Proposed  to submit draft concerned Country Office Board approval of Programmatic and ,
. : . short-term ICSPs by budgetary controls in
process. CSP/ICSP for EB will publish a 3-5 page . :
: : correspondence place for implementation
written review short-term ICSP

Draft decision point to be presented in the final Board paper for the 2018 second regular session
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Ii. Extension of the duration of certain transitional ICSPs to allow
approval of CSPs and ICSPs at the 2019 second regular session

Proposal: At the 2018 second regular session, seek the Board’s approval by correspondence to
allow the duration of some transitional ICSPs to be extended beyond 18 months.

Probosed Country Offices to submit T-ICSP extension EB members notified EB members have
rO(F.',ESS' request and corresponding budget revisions when the documents 10 working days to
P " for EB approval by correspondence were posted provide comments

Draft decision points to be presented in the final Board paper for the 2018 second regular
session.
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ili. Proposed approach to regional responses

The Policy on Country Strategic Plans (para 35) provides for regional responses in the following scenarios:

1. Regional initiatives, excluding emergency responses, are normally implemented through individual
CSPs and/or ICSPs with additional or augmented WFP Strategic Outcomes as appropriate. The
regional bureau coordinates the planning, design and pursuit of these Strategic Outcomes in the
countries participating in the regional response, and develops and oversees joint resource
mobilization strategies.

2. Country-specific CSPs and ICSPs may include a regional strategic chapeau developed by the
regional bureau to implement the regional response.
Proposed approach for regional responses with a single focus (e.g. disaster preparedness) across a

number of similarly situated countries.

> Implement a regional strategic plan - a single plan covering all the countries where WFP would
implement the response. A specific country in the region or a regional bureau could act as the
regional response coordinator for managing the regional strategic plan.

» This approach to be applied to the Regional ICSP for the Pacific at the 2019 Annual Session.
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2018 Informal Consultations

13-17 November 2017
second regular session

16 March
informal

(Approval of Update on the consultation

Integrated Road Map:

on update on

interim governance the IRM
arrangements for 2018;
Approval of CSPs and ICSPs) 24 April

7 February

informal consultation

on implementation
the IRM

16 January
informal consultation
on CSPs and ICSPs

¢ Honduras, Pakistan,
Timor-Leste, Tunisia,
Burundi

« Afghanistan, Bolivia
(Plurinational State of),
Egypt, Kenya, Philippines
(concept notes)

informal consultation
on CSPs for approval at

2018 annual session

» Afghanistan, Bolivia
(Plurinational State of),

Egypt, Kenya, Philippines Committee

18-22 June I 6 September

of

26-28 February
first regular
session
(Approval of CSPs
and ICSPs)

27 April 25 July
informal informal consultation
consultation on on update on the IRM

update on the IRM, and proposed

including proposals amendments to the

on full cost recovery general rules and
financial regulations

23 May
ACABQ annual session
(For consideration
24 April, 26 April Update on the
informal consultations on Integrated Road
CSP/ICSP concept notes Map; For approval

(for approval at 2018 second EeSZIEI RO

regular session)

e Burkina Faso, Chad, Ghana,
India, Liberia, Mauritania,
Nepal, Rwanda, Senegal,
Somalia, Syrian Arab Republic,
Sudan, The Gambia, Yemen

25 and 27 July, 6 September
informal consultation
29-31 May on CSP/ICSP concept notes
FAO Finance (for approval at 2019 first
regular session)

29-31 October (TBC)
Advisory Committee
on Administrative and
Budgetary Questions
(ACABQ)

informal consultation
on update on the IRM
and proposed
amendments to the
general rules and
inancial regulation

26-30 November
second regular session
(For approval Update on
the Integrated Road Map:

amendments to the
general rules and
financial regulations; For
approval CSPs and ICSPs)

5-7 November
FAO Finance
Committee

8 November
informal consultation
on CSP/ICSP concept
notes (for approval at
2019 annual session)
and the Regional ISP
for the Pacific (for
approval at 2019
annual session)



Discussion



