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STOP TB Partnership Secretariat

Draft Financial Policy

A. Introduction

1. The financial policy given in this paper sets out the guiding principles for making financial decisions with respect to the activities of the Stop TB Partnership Secretariat (herein after referred to as the Secretariat), and for recording in a transparent manner the financial transactions entered into by the Secretariat.

2.  It gives the objectives of the policy, provides a general framework within which the policy is expected to operate.  It set out the bases for reporting the financial transactions entered into by the Stop TB Partnership Secretariat

3.  The financial policy set out in this paper is a dynamic construct and is based on the requirements of different parts of the Secretariat.  It does not give the full operational details of how the policies described therein will be implemented. 

4. The policies given herein will be applicable after they have been endorsed by the Coordinating Board meeting in March 2004.

5. The policies set out herein are expected to be in line with the financial rules and regulations of WHO. However, in the unlikely event of their being a potential conflict between the two in addressing a financial issue and the underlying transaction the WHO will be requested for a ruling on the appropriate regulation(s) together with an interpretation thereof. On receiving such a clarification the provided ruling will be applied.

B.
Objective

6. The objectives of this financial policy paper are to provide a framework for:

i. Guiding decisions that have explicit financial implications for the Partnership Secretariat.

ii. Accounting for the resources entrusted to it, and reporting thereon in a transparent manner. 

7. Underlying these objectives are needs for the partners and other contributors to the goals of the Partnership to have means to judge the manner in which the resources made available to it are used, and to demonstrate that the Partnership Secretariat has fulfilled its responsibility towards stewardship and accountability of financial resources entrusted to it.  

8. The policies reflect generally accepted financial and accounting principles taking into account the specific characteristics and needs of the Partnership Secretariat.

C.
General Framework

9. Going concern, consistency and accrual are the fundamental accounting assumptions, which are described below as they will apply to the partnership. Where these fundamental accounting assumptions are followed in financial statements, disclosure of such assumptions will not be explicitly stated. If these are not followed, then that fact will be disclosed in the annual financial report together with reasons.

i. Going Concern: The partnership will be viewed as a going concern, that is, as continuing in operation for the foreseeable future. It is assumed that the partners have neither the intention nor the necessity of liquidation or of curtailing significantly the scale of its operations.

ii. Consistency: It is assumed that the accounting policies are consistent from one financial period to another.

iii. Accrual: The accrual basis of accounting for revenue in each financial period means that income is recognized when it is due and not when it is received, and costs are recognized when obligations arise or liabilities are incurred and not when payments are made. 

10. Prudence, substance over form, and materiality will govern the selection and application of financial policy contained in this paper.

i. Prudence: Due care  will be taken in making financial decisions that will allow the partnership operations to continue with minimum uncertainty surrounding financial transactions the partnership will enter into.

ii. Substance over form: Transactions and other events should be accounted for and presented in accordance with their substance and financial reality and not merely their legal form.

iii. Materiality: Financial statements should disclose all items which are material enough to affect evaluations or decisions and all material information that is necessary to make the statements clear and understandable.

11. The framework for the preparation of the Financial Statements for the Stop TB Partnership Secretariat will be based on the following International Accounting Standards (IAS):

i. IAS1:    Presentation of Financial Statement

ii. IAS 7:   Cash Flow Statements

iii. IAS 8: Net Profit or Loss for the Period, Fundamental Errors and  Changes in Accounting Policies

iv. IAS10: Events After the Balance Sheet Date

v. IAS18:  Revenue

vi. IAS 34: Interim Financial Reporting

vii. IAS37:  Provisions, Contingent Liabilities, and Contingent Assets

12. Six monthly forecasted income and expenditure schedules will be prepared for guiding the decisions relating to appropriations.  The forecasted figures will be based on pledges received, or likely to be received and activity level as per the approved workplan for the period under review.  Data to determine the money amounts for the activities will be provided by the functional units of the Secretariat.

D. Income

13. Income for a financial period is defined as the money, or money equivalent received or accrued during the financial period in which it is received. 

14. The income of the Partnership Secretariat comprises: 

a.
Voluntary contributions pledged:

i. -in cash, or 

ii. -in kind (e.g. drugs, services etc.)

b.
Interest earned on cash available to the partnership

c.

Income  derived from services rendered, and charged for by functional units of the Secretariat (e.g. direct procurement)

15. Voluntary contributions formally pledged represent a good faith commitment of the contributor for the period and/programme to which they relate. Such income shall be accordingly recognized as at the date it is made and recorded as such in the period in which the formal documentation for it is signed. However, in the interest of prudent financial management, provision may be made as appropriate where the realization of that income is considered doubtful. 

16. On receiving a pledge the donor will be requested to confirm it in writing and to indicate the likely remittance of the pledge in cash or in kind to the Secretariat.  In case of multi-year pledges a request will be made to the donor to indicate a likely schedule of remittances.

17. In the specific case when the pledge is deemed uncollectible a write off will be required. 

18. Significant voluntary contributions in kind, which can be used in the normal course of the Secretariat’s work, and provided that a fair value can be reasonably estimated, will be reported in the annual financial statements of the Partnership Secretariat.

19. Voluntary contributions not formally pledged will be recorded only when received.

20. Interest on fund balances with respect to specified funding will be recorded when the related allotment advice has been received from WHO and the amount has become available for use.  In case of the Trust Fund balances the interest will become available for use when it is credited to the Stop TB Partnership Account.

E.  Appropriations

21. Appropriations up to the amounts specified in the operational work plans approved by the Coordinating Board for various identified activities of the Secretariat will be made by the Executive Secretary subject to the total appropriations not exceeding the total firm pledges
 in case of GDF, and total cash available under pledges for other Secretariat activities.

22. All appropriations  will be based on approved work plans submitted by different segments of the Secretariat namely: (i) Governance; (ii) Coordination and Growth Partnerships; (iii) Advocacy and Communication; (iv) the Global Drug Facility(GDF); (v) Working Groups; and (vi) Administration.  These segments may be redefined due to exigencies of work.

23. Appropriations for the GDF will be made from the funds made available for GDF while appropriations for  the Secretariat activities will be made from the funds earmarked for the latter. These appropriations will be made after taking into account the need to build a reserve for all activities to ensure that the operations of the Secretariat in general and GDF in particular, can be run smoothly in a sustainable manner.

24. An amount not less than 10% of the smaller of firm pledges or cash available will be appropriated by the Executive Secretary for building up a reserve fund for both the GDF and other Secretariat activities.

25. The GDF reserve will be kept separate from the reserve for other activities of the Secretariat and monies withdrawn from it will only be used for GDF activities. 

26. Appropriations will not be charged as expenses.

27. At the end of the financial period, any unliquidated balance of the Appropriations shall be credited to the reserves.  Any such balances arising from GDF-related obligation shall be credited to GDF reserves.

28. At the end of the financial period, any unliquidated obligation from the prior financial period shall be cancelled and credited to the respective reserves.

29. Any claim that continue to exist against under unliquidated obligation cancelled in accordance with regulation E28 shall be transferred to a new obligation established for the current financial period. 

F. Expenditure

30. Expenses incurred out of appropriated funds will be charged as expenses in the year incurred and the related appropriations will be reversed once the expense has been incurred.

31. For approval beyond the limit set by appropriation the reserve funds may be used on an exceptional basis for urgent activities at the explicit discretion of the Executive Secretary up to a maximum of 75% of the reserves.

32. If the reserves have been used to cover any sudden emergency, then on receipt of the funds an appropriation will be made to replenish the reserves by the amount withdrawn, prior to any other appropriations.

33. Operating expenditure will comprise amounts actually disbursed plus un-liquidated balances.

34. Decision to use the reserves will be made only on an exceptional basis on the specific recommendation by the respective Secretariat section team leaders to the Executive Secretary. All such requests will be cleared by the finance section prior to their approval.

35. The Executive Secretary will have the delegated authority from the Coordinating Board to approve all expenditure including GDF grants subject to WHO financial rules as long as the total amounts so approved do not exceed the appropriated amount for the year. 

36. In case the approval of a GDF grant would make the cost of “total grants approved” exceed the amount appropriated for GDF for the year, only the portion of the grant that takes the total approved to the full amount appropriated will be approved. 

37. If the monetary value of some GDF grants recommended by the Technical Review Committee (TRC) for approval is above the appropriated amount, and the amount cannot be reasonably covered by the reserves to the extent decided by the Executive Secretary, such grants will await approval by the latter till such time as the required resources become available. When the resources become available the authorized grants will be approved according to the priority set by the TRC.  However, such grants may still be approved on an exceptional basis by the Coordinating Board or an appropriate committee thereof if submitted to the latter by the Executive Secretary.

38. A regular grant GDF is a grant for three years. It will be approved subject to there being reasonable assurance of there being pledges to the extent of approval sought. However, no contractual obligations will be entered into beyond the cash resources actually available for GDF.
39. An emergency GDF grant is a grant for one year. It will be approved only if there are reasonable assurances of resources being or becoming available to cover it, but no contractual agreements will be entered into till such time as there is cash to cover the underlying liability.
40. A Cumulative Commitment Schedule (CCS) will be prepared after each Technical Review Committee. This will  show the total  cash requirement if all  regular and emergency grants recommended by that TRC are approved. It will also show any commitments that have been entered into till that date and those that will have to be met in the future.

41. A Cumulative Resources Schedule (CRS) will also be prepared after each  TRC indicating the total resources and pledges available for the current and future periods for which grants have been recommended by the TRC.

42. The CCS and CRS will be matched and the net resource position will be made available to the approving authority for guiding its decision on the recommendations of the TRC.  If this match indicates a shortage of resources, the grants, which if approved, will lead to the shortage will be referred to the Coordinating Board or an appropriate committee thereof so that appropriate action can be determined.  (see section 37)

43. A Grant Agreement will be prepared by the Secretariat after approval of the Grant by the Executive Secretary or an appropriate committee of the Coordinating Board under delegated authority and sent to the country for agreement.   

44. A grant will become operational once signed by both parties and will be recorded as a commitment to be fulfilled if all stipulated conditions are met.

45. If conditions cease to be met the grant will be suspended and reinstated after the Secretariat is satisfied that the stipulated conditions have been met. 

46. With respect of an increase in the cost of approved grants an increase in the cost of 25% over the amount initially granted or the limit set by WHO can be authorized by the Executive Secretary as per WHO financial rules. Funding of such cost overruns for grants already approved will have priority over new grant applications.

47. If the cost of the second or third year commitments under a 3-year GDF grant is over 25% of the first year such commitments will be submitted to the Coordinating Board or an appropriate committee thereof, for review and approval.   

48. Application review by the Technical Review Committee will be held twice a year except for Emergency applications.

49. A report on the projected available funds for the year will be made available quarterly.

50. Approval of contracts for the selection of service providers will be made by the Executive Secretary on the recommendations made by the heads of sections for which funds have been appropriated and the standard WHO practice for award of contracts will be followed.

G. Financial statements

51. Financial statements will have the qualitative characteristics required to make the information provided useful to readers. These are understandability, relevance, reliability (accuracy, neutrality, and completeness), and comparability over time

52. Financial Statements will be presented in thousands of US dollars rounded to the nearest thousand and will be prepared under the historical cost convention.

53. The fundamental objective of the statements is to provide the financial position and performance of the Secretariat. 

54. For the Stop TB Partnership Secretariat the following statements will be prepared annually. These will be presented in the formats shown in the Appendices and supplemented with notes if necessary for explaining the figures and the transactions underlying them.

i. Statement of Income and Expenditure (Appendix I)

ii. Statement of Cash Flow (Appendix II)

iii. Statement of  Reserves (Appendix III)

iv. Statement of Appropriations (Appendix IV)

55. Any adjustment to estimates and assumptions that affect the reported amounts in the financial statement with respect to revenue and expenditure will be made through the income and expenditure statement as appropriate in the reporting year.

56. Interim financial statements for the Secretariat may be prepared for monitoring progress.

H.  Key Operating Procedures

57. The Activity Management System (AMS) of WHO will be used for preparing work plans.

58. The functional sections of the Secretariat will identify the products they seek to deliver  during the financial year, and associated activities for each product.

59. The functional sections will make  an allotment demand for each product to be delivered by the section giving a breakdown into activities envisaged for delivering the product. This will be reviewed by the finance section and cleared for approval by the Executive Secretary. A funds sufficiency check will be carried out and if  the allotment demand is in excess of funds currently available the section will be asked to reduce the demand to what is available. The original allotment demand or the revised one will be cleared by finance section of the Secretariat and submitted to the Executive Secretary for approval.  On approval an allotment advice will be issued for the section setting out allotments for each product.

60. Requests for expenditure initiated by the respective sections will be matched with the related appropriations made, authorized activities and if within it, authorized for approval.

61. The financial policies set out in this paper will be operationalised  through appropriate procedures established by the Executive Secretary of the Partnership Secretariat. 

62. The Executive Secretary shall ensure, through delegation to professionally qualified staff, effective financial administration, the exercise of economy, and safeguarding of the assets of the Secretariat.

63. Staff responsible for sections for which funds have been appropriated may initiate proposals for expenditure, including procurement of goods and services and for incurring of financial commitments. Such requests will need to be cleared by the financial section prior to their approval by the Executive Secretary.

64. All approved expenditure will be routed through the finance section of the Secretariat for financial tracking.

I.  General

65. The financial policy shall become effective as of the date of its approval by the Coordinating Board unless otherwise specified by the Coordinating Board.  It may subsequently be amended by the Coordinating Board.

66. The Executive Secretary will maintain, through delegation of authority, an effective internal control system to ensure the accomplishment of established objectives and goals for the operations of the Partnership Secretariat; the economical and efficient use of resources; the reliability and integrity of information; compliance with policies, plans, procedures, rules and regulations and for  safeguarding the assets.

67. The financial data needed for decision making and preparing financial statements will be obtained from the Administration and Financial Information (AFI) System of WHO and the statements regarding the Trust Fund provided by the World Bank.

68. The AMS and, or the AFI will be used for establishing an Activity based costing to the extent practicable.  
Appendix I
Statement of Income and Expenditure
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Statement of Cash Flow
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31 December 200X

(All figures in Thousands of US Dollars)
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Statement of  Reserves

For the year ending
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Statement of  Appropriations

For the year ending
31 December 200x

(All figures in Thousands of US Dollars)
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� A firm commitment is a commitment that has been given in writing, or has been remitted in cash.
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