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presented by the Director General
 AUTONUM  
The present document contains the Proposal for Revision of the Financial Regulations and Rules (document WO/PBC/14/7), which will be submitted to the fourteenth session of the WIPO Program and Budget Committee (PBC) to be held from September 14 to 16, 2009.

2.
The recommendation of the PBC in respect of this document will be included in the “Summary of Recommendations Made by the Program and Budget Committee at its Fourteenth Session Held from September 14 to 16, 2009” (document A/47/15). 

3.
The Assemblies of the Member States of WIPO and of the Unions administered by it, each as far as it is concerned, are invited to approve the recommendation of the Program and Budget Committee made in respect of document WO/PBC/14/7, as recorded in document A/47/15.

[Attachment follows]
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WO/PBC/14/7

ORIGINAL:  English

DATE:  August 15, 2009

	WORLD  INTELLECTUAL  PROPERTY  ORGANIZATION

	GENEVA


program and budget committee

Fourteenth Session

Geneva, September 14 to 16, 2009

PROPOSAL FOR REVISION OF THE FINANCIAL REGULATIONS AND RULES

presented by the Director General

1.
At their forty-third session, the Assemblies of the Member States of WIPO approved the new Financial Regulations of the Organization.  They further “requested the Secretariat to submit to the first 2008 formal session of the Program and Budget Committee (PBC) a revised draft text of Regulation 5.6 (Flexibility Adjustments), with a view to enabling the Program and Budget Committee to submit a final recommendation for adoption to the 2008 session of the Assemblies of WIPO Member States” (A/43/16).

2.
As there was no opportunity to present the revised draft text of Regulation 5.6 for consideration by the Program and Budget Committee or the Assemblies of the Member States of WIPO during their respective 2008 sessions, the proposal for a revised draft text is presented for consideration by the Program and Budget Committee for its present, fourteenth session, with a view to enabling it to submit a recommendation for adoption to the 2009 session of the Assemblies of the Member States of WIPO.

3.
A number of further changes to Regulations and/or Rules have been identified as necessary as (i) part of the preparations for the implementation of IPSAS and the related implementation of IT modules (procurement and asset management modules of PeopleSoft – see also WO/PBC/14/6), and (ii) as a result of the change in senior management due to take place as of December 1, 2009 or earlier (WO/CC/61/2).  The changes in respect of IPSAS implementation are proposed to come into effect as of January 1, 2010, while all other changes are proposed to come into effect as of October 1, 2009.
4.
The following changes in Regulations are proposed for consideration and approval.  All proposed amendments are indicated in track change mode in the Annex to this document.

(i) Regulation 3.12

As initially approved:  “Monies accepted for purposes specified by the donor shall be treated as trust funds.”

As proposed to be amended:  “Monies accepted for purposes specified by the donor shall be accounted for in special accounts.”

Reason for proposed change:  With the introduction of IPSAS, the funds held by WIPO as Funds in Trust (FITs or extra-budgetary contributions) will be accounted for under “special accounts”.

(ii) Regulation 3.14

As initially approved:  “Monies accepted in respect of which no purpose is specified shall be treated as miscellaneous income and reported as gifts in the accounts of the financial period.”
As proposed to be amended:  “Monies accepted in respect of which no purpose is specified shall be treated as miscellaneous income and reported in the financial management report of the financial period.”

Reason for proposed change:  With the introduction of IPSAS, the specific details regarding monies in respect of which no purpose is specified upon receipt (e.g. who provided such monies, in what amounts, etc.), will be disclosed as part of the financial management report of the Organization.  The financial statements (accounts) will continue to disclose the amount of miscellaneous income received, and the notes to the same will disclose the breakdown of the same, but will not include the details specified above, as these will be provided in the financial management report.

(iii) Regulation 4.7

As initially approved:  “If, after the approval of the final accounts, any Union shows a surplus of income, such surplus shall be paid into the reserve funds, unless otherwise decided by the General Assembly or the Assembly of the Union concerned.”
As proposed to be amended:  “If, after the closure of the financial period, any Union shows a surplus of income, such surplus shall be accounted for under the reserve funds, unless otherwise decided by the General Assembly or the Assembly of the Union concerned.”

Reason for proposed change:  With the introduction of IPSAS, the appropriate terminology has been introduced in the above Regulation, i.e. “approval of the final accounts” is replaced by “closure of the financial period”; “shall be paid into the reserve funds” is replaced by “shall be accounted for under the reserve funds”.

(iv) Regulation 4.8

As initially approved:  “If, after the approval of the final accounts, any Union shows a deficit, not coverable out of reserve funds, the General Assembly of WIPO or the Assemblies of the interested Unions, as the case may be, shall decide upon measures to redress the financial situation.”
As proposed to be amended:  “If, after the closure of the financial period, any Union shows a deficit, not coverable out of reserve funds, the General Assembly of WIPO or the Assemblies of the interested Unions, as the case may be, shall decide upon measures to redress the financial situation.”

Reason for proposed change:  With the introduction of IPSAS, the appropriate terminology has been introduced in the above Regulation, i.e. “approval of the final accounts” is replaced by “closure of the financial period”.

(v) Regulation 5.3

As initially approved:  “Appropriations shall remain available for twelve months following the end of the financial period to which they relate to the extent that they are required to discharge obligations in respect of goods supplied and services rendered in the financial period and to liquidate any other outstanding legal obligation of the financial period.”
As proposed to be amended:  “Expense accruals shall remain available for twelve months following the end of the financial period to which they relate, to the extent that they are required to cover payments in respect of goods supplied and services rendered in the financial period.”

Reason for proposed change:  With the introduction of IPSAS, the appropriate terminology has been introduced in the above Regulation.

(vi) Regulation 5.4
As initially approved:  “At the end of the twelve-month period provided for in Regulation 5.3 above, any unliquidated obligations of the financial period in question shall be cancelled or, where the obligation remains a valid charge, transferred as an obligation against current appropriations.”
As proposed to be amended:  “At the end of the twelve-month period provided for in Regulation 5.3 above, any expense accruals of the financial period in question shall be cancelled or, where the obligation remains a valid charge, transferred as an obligation against current appropriations.”

Reason for proposed change:  With the introduction of IPSAS, the appropriate terminology has been introduced in the above Regulation.

(vii) Regulation 5.6

As initially approved:   This Regulation refers to the Flexibility Adjustments, for which no approved text existed.  The draft text presented to the PBC at its twelfth session in September 2007, which had not been adopted, was as follows: 

“(a)
In the implementation of the program and budget, the Director General shall have the flexibility to make proportionate upward or downward adjustments to the resources appropriated for the operations of the PCT, Madrid and Hague systems, and of programs providing common services to those systems, to reflect any increase or decrease in demand for services in these systems as compared to the estimates contained in the initial or revised budget.  These adjustments shall be made in accordance with a formula to be contained in the approved Program and Budget for the relevant financial period.
(b)
Such formula shall consist of a correlation between the higher (or lower) level of demand for PCT, Madrid and Hague systems, as compared to the estimates in the initial or revised budget, and the corresponding increase (or decrease), in the financial resources that may be appropriated to the relevant program(s).  The formula shall define, for each given financial period the amount of additional (or less) financial resources triggered by its implementation, as required.”
Proposed new text:  “(a)  In the implementation of the program and budget, the Director General shall have the flexibility to make upward or downward adjustments to the resources appropriated for the operations of the PCT, Madrid and Hague systems, and for WIPO programs providing administrative support to these operations.

(b)  These adjustments shall be made in accordance with the methodology and formula(e) approved by the respective assemblies of the PCT, Madrid and Hague Unions, and presented in the proposed program and budget for the relevant financial period.”
Reason for proposal:  In line with the decision of the Assemblies, the Secretariat is submitting a revised draft text of Regulation 5.6 (Flexibility Adjustments), with a view to enabling the Program and Budget Committee to submit a final recommendation for adoption to the Assemblies of WIPO Member States.  The revised draft text recognizes the authority of the respective assemblies of the PCT, Madrid and Hague Unions to establish the methodology and formula for the flexibility adjustments, and requires that this be disclosed in the proposed Program and Budget being presented for approval by the Assemblies.

(viii) Regulation 6.1

As initially approved:  “The Director General shall submit accounts for the financial period. In addition, he or she shall maintain and safeguard against damage, destruction, unauthorized access and removal such accounting records as are necessary for management purposes, including interim accounts for the first calendar year of the financial period. Both the interim accounts and the accounts for the financial period shall show:.  [listing follows]”
As proposed to be amended:  “The Director General shall maintain and safeguard against damage, destruction, unauthorized access and removal, such accounting records as are necessary for management purposes. The Director General shall prepare financial statements for both years of the financial period, which shall show:  [listing follows unchanged]”
Reason for proposed change:  With the introduction of IPSAS, annual financial statements will be prepared in addition to the full biennial accounts for the financial period.

(ix) Regulation 6.2

As initially approved:  “Appropriate separate accounts shall be maintained for all trust funds and reserve and special accounts.”
As proposed to be amended:  “Appropriate separate accounts shall be maintained for all trust and reserve funds and special accounts.”
Reason for proposed change:  With the introduction of IPSAS, the appropriate terminology has been introduced in the above Regulation.

(x) Regulation 6.3

As initially approved:  “The accounts of the Organization shall be presented in Swiss francs.  Accounting records may, however, be kept in such currency or currencies as the Director General may deem necessary.”
As proposed to be amended:  “The financial statements and the financial management report of the Organization shall be presented in Swiss francs.  Accounting records may, however, be kept in such currency or currencies as the Director General may deem necessary.”

Reason for proposed change:  With the introduction of IPSAS, the financial statements and the financial management report will be two different sets of documents.  Both will need to be presented in Swiss francs. 

(xi) Regulation 6.5

As initially approved:  “The accounts for the financial period shall be submitted by the Director General to the External Auditor and the Audit Committee no later than March 31 following the end of the financial period.”
As proposed to be amended:  “The financial statements for both years of the financial period shall be submitted by the Director General to the External Auditor and the Audit Committee no later than March 31 following the end of each year of the financial period.  Final financial statements covering both years of the financial period shall be submitted to the External Auditor and the Audit Committee not later than April 30 following the end of the financial period.”
Reason for proposed change:  With the introduction of IPSAS, annual financial statements will be prepared in addition to the full biennial accounts for the financial period.  Accordingly, it is proposed that the annual financial statements would be submitted to the External Auditor by March 31, while the biennial financial statements (which would be the second set of statements produced in the second year of the biennium), would be submitted a month later, i.e. by April 30.

(xii) Regulation 6.6

As initially approved:  “Within five months after the end of each financial period, the Director General shall prepare the financial management report for that financial period. That report shall include the statements of account, the balance sheet, a report on investments and a statement on the contributions of the Member States.”
As proposed to be amended:  “Within five months after the end of each financial period, the Director General shall prepare the financial management report for that financial period.  That report shall include the financial statements covering the financial period, statement of budget and actual income and expenditure for the financial period reported on the same basis as the adopted budget in accordance with Regulation 6.1, a report on investments and a statement on the status of contributions of the Member States.”
Reason for proposed change:  With the introduction of IPSAS, the appropriate terminology has been introduced in the above Regulation

(xiii) Regulation 6.7

As initially approved:  “After audit, the financial management report and the report of the External Auditor shall be transmitted to all the interested States.”
As proposed to be amended:  “After audit, the annual financial statements, financial management report and the report of the External Auditor shall be transmitted to all the interested States.”
Reason for proposed change:  With the introduction of IPSAS, the appropriate terminology has been introduced in the above Regulation, together with the reflection of the separation of the financial statements and the financial management report as separate documents.

(xiv) Regulation 8.10

As initially approved:  “The External Auditor shall issue a report on the audit of the financial statements relating to the accounts for the financial period, which shall include such information as the External Auditor deems necessary with regard to matters referred to in Regulation 8.5 and in the annex to the present Regulations referred to in Regulation 8.4.”
As proposed to be amended:  “The External Auditor shall issue an opinion on the financial statements for each year of the financial period, and a report on the audit of the financial statements for the financial period, which shall include such information as the External Auditor deems necessary with regard to matters referred to in Regulation 8.5 and in the annex to the present Regulations referred to in Regulation 8.4.”
Reason for proposed change:  With the introduction of IPSAS, the appropriate terminology has been introduced in the above Regulation, together with the reflection of the need for the External Auditor to issue an opinion on the annual financial statements and a report on the biennial financial statements.

5. The Program and Budget Committee is invited to recommend the approval of the amended Financial Regulations listed in paragraph 4 above to the General Assembly, effective (i) January 1, 2010, in respect of amended Regulations 3.12, 3.14, 4.7, 4.8, 5.3, 5.4, 6.1, 6.2, 6.3, 6.5, 6.6, 6.7, and 8.10;  and (ii) October 1, 2009 in respect of amended Regulation 5.6. 
6.
In accordance with Financial Regulation 10.1, Rule 110.1, the “present Rules may be amended by the Director General in a manner consistent with the Financial Regulations”.  Accordingly, the following amendments will be made by the Director General to the Financial Rules.  All proposed amendments are attached to this document and are indicated in track change mode.

(i) In respect of IPSAS implementation – effective January 1, 2010 and subject to approval by the General Assembly of the proposed amendments to Financial Regulations 3.12, 3.14, 4.7, 4.8, 5.3, 5.4, 6.1, 6.2, 6.3, 6.5, 6.6, 6.7, and 8.10;
Rule 101.3 Definitions:  Rule 101.3(h), (k), (o), (p), and (q) are amended to reflect IPSAS terminology.  Rule 101.3 (i) is deleted as fund accounting is not relevant under IPSAS; with the deletion of (i), the subsequent points are re-numbered.

Rule 103.2 Reimbursement of expenditures:  Rule 103.2(b) are amended to reflect IPSAS terminology, and to accurately indicate that once a special account is closed, any subsequent adjustments can only be made against miscellaneous income under the regular budget (WIPO’s accounts).

Rule 105.8 Establishment and amendment of obligations:  Rule 105.8(a) is amended to accurately reflect the concept and definition of accruals under IPSAS.

Rule 105.29 Authority and responsibility:  Rule 105.29(b) is amended to reflect the annual reporting requirements (financial statements) under IPSAS.

Rule 106.1 Principal accounts:  Rule 106.1 main paragraph, and 106.1(v) and (vi) are amended to reflect IPSAS terminology and to accurately reflect the concept and definition of accruals under IPSAS.

Rule 106.5(c) Accounting for exchange rate fluctuations:  Rule 106.5(c) will be deleted.  IPSAS provides clear and detailed guidance, under IPSAS-4 The Effects of Changes in Foreign Exchange Rates, in respect of this subject.  Accordingly the only Rules necessary to retain are those related to WIPO specific aspects of the implementation of this Standard. 

Rule 106.6 Accounting for proceeds from the sale of property:  Rule 106.6(d) has been amended to provide clarity in the formulation of the text.

Rule 106.7 Accounting for commitments against future financial periods: The Rule has been amended to address redundancy and duplication with Rule 105.1 and ensure accurate reflection of IPSAS terminology.
Rule 106.10 Direct and indirect expenses: Rule 106.10(c) has been amended to clarify that the information regarding direct and indirect expenses shall be provided as part of the financial management report and not the financial statements.

Regulation 106.11 Financial Statements: Rule 106.11(a) has been amended in line with Regulation 6.5 to reflect that the annual financial statements would be submitted to the External Auditor by March 31, while the biennial financial statements, would be submitted a month later, i.e. by April 30.

(ii) In respect of the procurement module implementation – effective October 1, 2009

Rule 101.3 Definitions:  Rule 101.3(k) and (l) to reflect the terminology to be used for “commitments” in the procurement module (“purchase requisition”), and to ensure that “officers” of the Organization, who are assigned approving or certifying authority, also include employees on temporary appointments (i.e. short term employees).  The latter is essential for the appropriate functioning and resourcing of the administrative areas of the Organization.

Rule 105.4 Checks and balances:  Rule 105.4 is amended to more accurately reflect the future process whereby signatures will be replaced by electronic approvals to a large extent, although conventional approval methods (via signatures) will also be retained.

Rule 105.5 Program Managers:  Rule 105.5(a) is amended to explicitly include pre-encumbrances (commitments) under the certification procedure performed by certifying officers, and Rule 105.5(b) is amended to reflect the possibility of Program Managers to designate more than one alternate.

(iii) In respect of the change in senior management – effective October 1, 2009

In view of the change in titles and functions in the new senior management team (WO/CC/61/2) and the early departure of the Deputy Director General previously responsible for procurement functions, the official designated by the Director General to take responsibility for procurement functions will be a “High Level Official in charge of Procurement”.  Accordingly, the “Deputy Director General in charge of Procurement” will be replaced by the “High Level Official in charge of Procurement” (or “HLOP”) in all the following amended Rules: Rule 105.12(a), (b), (c); Rule 105.16(a); Rule 105.17; Rule 105.18 main paragraph and 105.18(i); Rule 105.19; Rule 105.21; Rule 105.23; Rule 105.25; Rule 105.29; Rule 105.30(a), and (b).

7.
The Program and Budget Committee is invited to take note of the amendments to Financial Rules and their respective effectiveness dates, as detailed in paragraph 6  above.
[Proposed amendments to the FRR follow]




