FC 149/INF/2

May 2013
v 138y Lakaie
\/ A s 3l g
paatiall

A E
RREX
R AR

Food and
Agriculture
Organization
of the
United Nations

Organisation des
Nations Unies
pour
I'alimentation
et I'agriculture

MpofoBonbCTBEHHAs 1
CerbCKOXO3ANCTBEHHAs
opraHusauus
O6beanHeHHbIX

Hauwit

Organizacion
de las
Naciones Unidas
parala
Alimentacion y la

Agricultura

FINANCE COMMITTEE

Hundred and Forty-ninth Session

Rome, 27 - 28 May 2013

Financial Rules Update

Queries on the substantive content of this document may be addressed to:

Mr Robert Opp

Director, Office of Business Innovation and Support

World Food Programme
Tel: +3906 6513 2146

This document is printed in limited numbers to minimize the environmental impact of FAO's processes and
contribute to climate neutrality. Delegates and observers are kindly requested to bring their copies to meetings
and to avoid asking for additional copies. Most FAO meeting documents are available on the Internet at

www.fao.org

E



FC 149/INF/2 2

EXECUTIVE SUMMARY

» The Executive Director has established and issued new Financial Rules with effect from
1 June 2013. The primary reasons for amending the Financial Rules were to reflect:

e changes to WFP processes since the Rules were last issued in full in 1999;

e the application of International Public Sector Accounting Standards (IPSAS), changes to
budget processes, and the introduction of a new statement on internal control;

e changes to procurement processes and delegated procurement authorities.

» The Legal Office and the Oversight Office reviewed the proposed Financial Rules, and their
comments and suggestions were taken into account.

GUIDANCE SOUGHT FROM THE FINANCE COMMITTEE

» The Finance Committee is invited to take note of this information document.

Draft Advice

» In accordance with Financial Regulation 2.2 of WFP, the Finance Committee takes note
of the “Financial Rules Update”.
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FINANCIAL RULES UPDATE

* In accordance with the Executive Board’s decisions on governance, approved at
the Annual and Third Regular Sessions, 2000, items for information should not be
discussed unless a Board member specifically requests it, well in advance of the
meeting, and the Chair accepts the request on the grounds that it is a proper use of
the Board’s time.
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NOTE TO THE EXECUTIVE BOARD

This document is submitted to the Executive Board for information.

The Secretariat invites members of the Board who may have questions of a technical
nature with regard to this document to contact the WFP staff focal points indicated
below, preferably well in advance of the Board’s meeting.

Assistant Executive Director RM* Mr M. Juneja tel.: 066513-2885
and Chief Financial Officer:

Director, RMI**: Mr R. Opp tel.: 066513-2146

Should you have any questions regarding availability of documentation for the
Executive Board, please contact the Conference Servicing Unit (tel.: 066513-2645/2558).

* Resource Management and Accountability Department
** Business Innovation and Support
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EXPLANATORY NOTE ON FINANCIAL RULES

1.

In accordance with Financial Regulation 2.2, the Executive Director establishes
Financial Rules consistent with the General Regulations and the Financial Regulations, and
circulates these Rules for information to the Executive Board, the United Nations Advisory
Committee on Administrative and Budgetary Questions (ACABQ) and the
Finance Committee of the Food and Agriculture Organization of the United Nations
(FAO).

The Executive Director has established and issued new Financial Rules with effect from
1 June 2013.

The primary reasons for amending the Financial Rules are to reflect:
» changes to WFP processes since the Rules were last issued in full in 1999;

» the application of International Public Sector Accounting Standards (IPSAS), changes
to budget processes, and the introduction of a new statement on internal control;

» changes to procurement processes and delegated procurement authorities.

The Financial Rules also include — for the first time — a Charter of the Oversight Office
promulgated by an Executive Director Circular in March 2012. The Charter is reproduced
as an Annex to the Financial Rules.

Changes to the Financial Rules were made through consultation among the concerned
offices in WFP. The Legal Office and the Oversight Office reviewed the proposed
Financial Rules, and their comments and suggestions were taken into account.

Minor editorial changes were made to enhance consistency and clarity and improve the
language or format. Numbering changes were also made to reflect the amendments.
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ANNEX

Charter of the Oversight Office
(Executive Director’s Circular No.: EDD2012/002 dated 15 March 2012)

Establishment

1. The Executive Board establishes Financial Regulations to govern the management of the
WEFP Fund under General Regulation XIV.5. The Oversight Office (OS) is established by
the Executive Director under Financial Regulation 12.1. The Oversight Office comprises
two units: the Office of Internal Audit (OSA), and the Office of Inspections and
Investigation (OSI). The Director of OS performs the role of Chief Audit Executive as
well as of Inspector General.

Purpose

2. The mission of the Oversight Office is to provide assurance to the Executive Director on
governance, policy, risk, resources, operations and accountability through independent
and objective oversight services; and to facilitate WFP’s adoption and implementation of
best United Nations and private-sector practices to enable managers to provide assurance
on their work to the Executive Director.

Organization

3. The Director of OS reports and is accountable to the Executive Director.

4. The Executive Director takes all decisions regarding the appointment and removal of the
Director of OS, on advice of the Audit Committee and with prior consent of the Executive
Board. Termination should be for just cause, as per established procedures for WFP staff,
and subject to the Board’s review and consent. The Inspector General’s tenure will be of a
four-year term, renewable once, without the possibility of further employment within
WEFP at the end of the term.

Authority

5. OS, with strict accountability for confidentiality and safeguarding records and
information, has full, free and unrestricted access to any and all WFP records, physical
properties, and personnel considered by the Director of OS to be pertinent to the work of
OS. All personnel are, within the framework of due process rights applicable to WFP
employees, required to assist OS in carrying out its activities.

6. OS has full, free and unrestricted access to the Executive Board (in a manner consistent
with the Rules of Procedure of the Executive Board) and the Audit Committee.
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Professionalism

7.

10.

The Director of OS may delegate authority to OS staff to carry out oversight work, but
may not delegate the responsibility to achieve the OS mandate.

The Director of OS is responsible for ensuring that policies, procedures and practices are
established and applied for all OS activities in order that OS may operate efficiently and
effectively and its services contribute to improving the Programme’s operations and
administration.

The Director and staff of OS shall abide by the Standards of Conduct for the International
Civil Service and shall at all times maintain and safeguard their independence, objectivity,
and professionalism in fulfilling the responsibilities assigned under this Circular.

Oversight activities carried out by OS staff, including its consultants, are performed in
accordance with the Institute of Internal Auditors’ mandatory guidance (including the
Definition of Internal Auditing, the Code of Ethics and the Standards), the Uniform
Principles and Guidelines for Investigations adopted by the Conference of International
Investigators, this Circular and OS policies, practices and procedures.

Independence and objectivity

11.

12.

13.

14.

The oversight activity of OS will remain free from interference by any element in WFP,
including matters of engagement selection, scope, procedures, frequency, timing or report
content.

The Executive Director will ensure that OS is provided with the necessary resources in
terms of appropriate staffing, adequate funds and appropriate training to achieve its
mission and maintain its independence. To ensure independence, the Director of OS has
managerial responsibility and control over the human and financial resources of the
Division while abiding by WFP’s rules and regulations.

OS will have no direct operational responsibility or authority over any of the activities
reviewed. OS will not implement internal controls, develop procedures, install systems,
prepare records, or engage in any other activity that may impair oversight staff’s
judgement.

The reviews, appraisals and advice provided by OS do not in any way substitute or relieve
management of WFP of the responsibilities assigned to them.

Responsibility

15.

16.

17.

The oversight services provided by OS include internal auditing, investigation, inspection
and advisory functions. The scope of work includes all systems, processes, operations and
activities undertaken by WFP.

The Director of OS will verify and report on the integrity, efficiency and effectiveness of
WFP’s management, administration and operations.

The Director of OS is responsible for issuing reports on the results of audit, investigation,
and inspection work as soon as practicable after the audit, investigation, or inspection
work has been completed.
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18.

19.

20.

21.

22.

23.

The scope of internal auditing encompasses, but is not limited to, the examination and
evaluation of the adequacy and effectiveness of the entirety of WFP’s internal control,
governance and risk management processes as well as the quality of performance in
carrying out assigned responsibilities to achieve WFP’s stated goals and objectives.

The scope of investigations encompasses a legally based and analytical process designed
to gather information in order to determine whether a wrongdoing has occurred and, if so,
the persons or entities responsible. Investigations are conducted in response to allegations
of violations of rules, regulations, policies, standards and other issuances.

The scope of inspections encompasses the provision of objective information to
management about field offices, units in Headquarters and processes, in order to assist
management in ensuring optimal use of resources and compliance with regulatory
instruments and Executive Board decisions, to facilitate accountability and ensure
effective monitoring systems, and to recommend actions to promote effectiveness,
efficiency and integrity.

OS provides advisory services, which are principally initiated by management requests
and relate to advice on development and review of policies, guidance, systems and work
processes.

OS work seeks to determine whether WFP’s network of internal control, governance, and
risk management processes, as designed and represented by management, is adequate and
functioning in a manner to ensure that:

a. Risks to achieving Programme-wide objectives, results and outcomes are appropriately

identified, analysed, managed, including through interaction with the various
governance groups;

b. Significant financial, managerial, and operating information is accurate, reliable and
timely;

c. Staff and management’s actions are in compliance with policies, procedures,
standards, guidelines, and applicable rules and regulations;
Resources are acquired economically, used efficiently, and adequately protected,

e. Continuous qualitative improvements are fostered in the Programme’s control
processes; and

f. Allegations of irregularities (fraud, waste, malfeasance, abuse of authority, etc.) are
investigated and that efforts are made to promote an ethical working environment.

Opportunities for improving management control, cost effectiveness and the Programme’s
image identified through OS’s work are communicated to the appropriate level of
management.

Responsibilities of WFP management and staff members

24. WFP managers and staff members must, within the framework of due process rights

applicable to WFP employees:
a. Cooperate fully with OS inspections, internal audits, investigation and other reviews

and provide support, as required, at all levels;

b. Provide prompt and unrestricted access to all WFP records (paper and electronic),
documents, personnel, premises and physical assets and timely responses to all queries
and requests made by OS;

c. Provide a response to OS reports and recommendations in a timely manner and
implement oversight recommendations, as agreed;
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25.

26.

d. Seek the agreement of OS before carrying out activities for securing external services
that fall within the OS mandate of internal audit, inspection and investigation; and

e. Inform OS of known significant failures of the Programme’s internal control systems,
any fraud or weakness that would permit fraud, and significant issues relating to the
efficient and effective use of resources.

Management shall implement oversight recommendations as appropriate, and shall in all
cases provide timely information to OS on the implementation status of recommendations.
Should the responsible manager not agree with an oversight recommendation, OS may
escalate the matter to a senior manager, up to and including the Executive Director, and if
required to the Audit Committee.

When the Director of OS believes that senior management has accepted a level of residual
risk that may be unacceptable to the organization, the Director of OS must discuss the
matter with senior management. If the decision regarding residual risk is not resolved, the
Director of OS must report the matter to the Executive Director for resolution.

Work planning

27.

At least annually, the Director of OS will submit a work plan to the Executive Director for
approval after receiving comments thereon from the Audit Committee. The work plan will
include a flexible internal audit work plan developed based on appropriate risk-based
methodology.

Reporting and monitoring

28.

29.

30.

31.

32.

The Director of OS is responsible for preparing an annual report of OS activities,
including a summary of significant oversight findings and the implementation status of
recommendations, and confirmation of the organizational independence of OS activities,
and submitting this report to the Executive Board in accordance with General Regulation
VL2 (b) (viii).

The Director of OS is responsible for expressing an annual assurance opinion on the
adequacy and effectiveness of internal controls, governance and risk management
processes in achieving WFP’s objectives.

The Director of OS is responsible for preparing summary periodic reports of OS activities
including significant oversight findings and implementation status of recommendations,
and submitting these reports to the Executive Director and the Audit Committee.

The Director of OS will submit internal audit, inspection and investigation reports to the
Executive Director, and appropriate senior management. The Director of OS will submit
these reports to the Audit Committee, External Auditor and other parties upon their
request and in line with WFP policies.

OS will be responsible for appropriate follow-up and reporting on internal audit,
investigation and inspection recommendations.
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Amendments to this Circular and related Directives

33. The Director of OS is responsible for applying this Circular, reviewing it periodically and
proposing changes to keep it up-to-date to the Executive Director. The Director of OS is
requested to issue the necessary directives to accomplish its mission.

34. This Circular, approved by the Executive Director taking into consideration comments of
the Audit Committee, shall form an annex to the Financial Rules and be communicated to
the Executive Board. Amendments to this Circular are subject to the approval of the
Executive Director taking into consideration the comments of the Audit Committee.

35. This Circular supersedes ED Circulars ED2001/009, ED2005/007 and ED2009/002.

36. This Circular is effective immediately.
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