WFP/EB.1/2009/6-A/1 Fourth Update on the WFP Management Plan (2008-2009)

Draft Decision

The Board takes note of the total Programme of Work for 2008-2009 of US$10.9 billion, excluding provision for unforeseen emergencies.

Background

The Biennial Management Plan outlined the expected requirements of current operations and programmes for 2008-2009, which totalled to US$5.4 billion, rising to US$5.8 billion with indirect support costs (ISC). The Programme Support and Administrative (PSA) budget of US$345 million took into consideration the expected level of ISC income that could be derived from these requirements, based on historical funding levels and predicted reserve balances. [par.2]
During the first year of the implementation of the Management Plan unprecedented volatility in global commodity markets and large new operational requirements changed many of the assumptions on which the Programme of Work for the biennium was based. The secretariat had to re-cost the Programme of Work during the first year of the biennium. [par.3-4]

In addition, more than US$4 billion in new operational requirements for new and existing operations arose during the first eight months of 2008. The final update of 2008, presented at the Executive Board session in October, outlined a Programme of Work with a 97 percent increase from the Management plan presented in October 2007. [par.5]

In October 2008, the Executive Board also approved a supplementary PSA appropriation for the biennium and a one-time allocation of US$40.8 million funded from the PSA Equalization Account. Allocations will be used to arrest a reduction in posts previously planned for 2009, and to add a limited number of new posts in selected areas. [par.6]

Follow-Up to Third Update

Since the third update on the Management Plan presented in October 2008, the Secretariat:

· provided additional information to the Board informally, including additional context for the PSA decisions and further rationale for PSA priorities and posts;

· arranged a meeting between the Executive Director and the Executive Board Bureau on 10 December to review additional information and to discuss ideas on more extensive interaction with the Board;
· released this fourth update on the Management Plan on a timely basis with a view to reviewing its contents at an informal consultation prior to the First Regular Session of the Board;

· plans to redirect US$1 million of PSA in 2009 from within the current PSA appropriations to the Office of Evaluation for project-specific evaluations, instead of using direct support costs (DSC) funds. [par.9]

Changes in the Programme of Work

The operational requirements outline in the 2008-2009 Management Plan were US$5.414 billion, to cover intended distribution of 7.8 million mt of food to 90 million beneficiaries. During 2008, a number of new operational requirements arose, with 89 million beneficiaries targeted in 2008 and 98.3 million expected to be targeted in 2009. [par.11-13]

Re-Costing of the 2009 Programme of Work

The 2009 re-costing requirements are 17 percent lower than in the third update. Below are the impacts of these factors by component:
· Food Commodities: a reduction of 24 percent [par.19]

· External Transport: a reduction of 5 percent [par.20]

· Landside Transport, Storage and Handling: a reduction of 12 percent [par.21]

· Other Direct Operational Costs and Direct Support Costs: a reduction of 3 percent [par.22]

New Operational Requirements

Since the third Management Plan update, unexpected new requirements and expansions of existing programmes have increased the Programme of Work to a total of total of US$449 million. [par.24]
Programme of Work 2008-2009
The 2008 Programme of Work requirements remained similar to the level estimated in the third update. The 2009 Programme of Work was re-costed to US$4.8 billion; however, new requirements bring the new total to US$5.2 billion for 2009 and US$10.9 billion for the biennium, excluding any provision for future unforeseen emergencies. [par.25]
Projected Resource Levels

Although the Secretariat is committed to funding the entire Programme of Work, management considers an anticipated funding level of US$8 billion to be a prudent basis for PSA planning purposes. Therefore, the ISC income projection and the PSA expenditure proposal remain unchanged from the third update in November. [par.28]

Status of the Programme Support and Administrative Equalization Account

The PSA Equalization Account is unchanged from the third update. The balance is expected to increase by US$36.8 million over the biennium. [par.29]

Status of the General Fund

The main income source for the unearmarked portion of the General Fund is interest income; thus, market conditions and interest rates have a large impact on the General Fund. The net impact on the over the first 11 months of 2008 amounted to a loss of US$20 million. [par.32]

The return on the short-term investment portfolio since its inception in February 2000 is satisfactory. However, the Secretariat has determined that the volatility necessary to realize better-than-average yield is an unacceptable risk. Accordingly, the Secretariat is working with the investment advisor and investment managers to assume a more conservative position. [par.33]

Given that the central banks are lowering interest rates, WFP’s interest income forecast for the 2008-2009 biennium has been reduced to zero. However, the General Fund has received a projection of US$16 million miscellaneous income for 2008-2009. [par.34-35]

