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STOP TB PARTNERSHIP TRUST FUND

PROPOSED CHANGES IN ADMINISTRATIVE ARRANGEMENTS

Task Force Report and Recommendations

5 March 2004

1.
This report presents the conclusions of the Stop TB Partnership Task Force on trust fund operations.  The Task Force recommends that the Coordinating Board of the Stop TB Partnership approve the changes described herein in the current structure for handling the expenditure of funds from the Stop TB Partnership Trust Fund, and take the decisions listed in paragraph 10.  
Reasons for changes

2.
Following a decision of a meeting of the Stop TB Partnership Coordinating Board (“STB CB”) held 19-21 February 2001 in Osaka, Japan, the STB CB requested that the World Bank (“the Bank) establish a trust fund for the Stop TB Partnership. The STB CB and the Bank agreed on principles for the operation of the Stop TB Partnership Trust Fund to be established at the Bank. The purpose of this Trust Fund was to provide a partnership mechanism for pooling resources and applying them to Stop TB workplan activities. 

3.
The Trust Fund became operational in January 2003.  The present Trust Fund arrangements were designed to provide some separation of the financial and implementation arms of the Partnership. Many donors continue to provide financing directly to WHO for the operation of the Stop TB Partnership Secretariat and some partnership functions. However, WHO has raised questions as to whether the structure conforms to financial best practices, in particular as defined in WHO legal and accounting rules. Moreover, during 2003 delays arose in applying resources in the Trust Fund to operations carrying out Partnership objectives through service agreements between the Stop TB Partnership Secretariat and recipients.

Proposed changes in present arrangements

4.
A Stop TB Partnership Task Force was established in August 2003 to review options to resolve these difficulties. The Task Force consists of the Chair of the Working Committee of the STB CB and five members of that board, including the Bank task manager overseeing the Trust Fund, and the director of the Stop TB Department in WHO. After discussing the available options, the Task Force decided that while continuation of the status quo is unacceptable, the Trust Fund should remain at the Bank with funds flowing to a WHO account and thence to the Stop TB Partnership Secretariat on a call-down basis. The Task Force proposes the model below, based partially on the African Program for Onchocerciasis Control (APOC), which has a Trust Fund at the Bank with drawdown of resources by WHO as the APOC executing agency. The Bank has sought internal clearance for the new model, and in this process has reexamined the appropriate percentage fee based on estimated annual income and calculation of estimated actual costs of its services rendered in serving as Trustee of the Trust Fund.

5.
The following arrangements are proposed:  

a.
The Bank will continue to maintain a Stop TB Trust Fund at the Bank, as a means to mobilize and channel resources.  The Bank will develop donor agreements and perform banking functions. 

b.
As at present, the WHO-based Stop TB Partnership Secretariat will prepare an annual workplan and submit it to the STB CB for Board approval. Major revisions to this workplan will be approved by the STB CB.

c.
On the basis of the approved workplan, the Stop TB Partnership Secretariat will make written requests periodically (two to four times per year) for withdrawal of funds from the Trust Fund, on account of estimated payments to be made during the following quarter or half-year. The Bank will then transfer funds from the Bank’s Stop TB Trust Fund to a new trust fund account to be established at WHO for the Stop TB Partnership Secretariat.

d.
The Stop TB Partnership Secretariat will identify and select agencies, other entities and/or consultants to pursue the activities specified in the approved workplan. The Stop TB Partnership Secretariat will also draw up service agreements with these entities in accordance with the rules and regulations of WHO. 

e.
The Stop TB Partnership Secretariat will then access funds directly from the new WHO trust fund account without further authorization by the STB CB, in order to make payments under the service agreements in accordance with WHO policies and procedures. 

f.
Amounts disbursed by the Bank to the Stop TB Partnership Secretariat Trust Fund at WHO and any interest earned by such amounts will be used by the Stop TB Partnership Secretariat exclusively to finance the cost of goods and services required to carry out the approved workplan. The WHO Secretariat will furnish to the Bank and to the Partnership all reports agreed regarding the use of the monies disbursed.
6.
The Bank’s task manager for the Bank Trust Fund, and the responsible officials at WHO, have provided estimates of their actual costs for services they will provide in the limited APOC-type structure described above (i.e., the costs of setting up and maintaining a trust fund account, concluding letters of agreement with donors and amendments to those agreements for additional contributions, accounting for expenditures and payments, transferring money, and external auditing of the account).  These estimates are presented in Attachment 1.  WHO and the Bank will charge administrative fees approximately equivalent to these costs on an ongoing basis.  This arrangement is designed to facilitate the APOC-model structure and is without prejudice to any financial arrangements that may be agreed between the Coordinating Board and WHO regarding compensation to WHO for WHO services in supporting activities under the Stop TB workplans. 

7.
It is expected that all concerned, including the Bank and WHO, will be in a position at the 22-23 March 2004 meeting of the STB CB or shortly thereafter to confirm that senior management at their respective institutions are likely to approve the arrangements as described above. These arrangements could then be the subject of a Memorandum of Understanding between WHO, the Bank and the STB CB, to be drawn up as soon as possible following endorsement by the STB CB of the decisions listed in paragraph 10 below. 

8.
These proposed changes are not intended to alter the existing financial arrangements regarding overhead charges for the Trust Fund and program support charges (PSC) for WHO administrative support of Stop TB workplan activities. During the work of the Taskforce, various parties raised issues regarding the structure and governance of STB Partnership operations, or possible expansion of Trust Fund activities. The Task Force was unable to consider any of these suggestions because they are beyond its mandate. Attachment 2 to this document lists the points raised, for consideration at the New Delhi meeting and afterward. 

9.
Partners, including donors, have been operating on the basis of the “Principles for the Operation of the Stop TB Partnership Trust Fund.”  For reference by the Coordinating Board, the changes to the Principles consequential to a decision by the Board to implement the “APOC model” described above are indicated in redline/strikeout in Attachment 3.

Decisions proposed by the Task Force to the Board  


10.
The Task Force recommends that the Board take the following decisions at its meeting on 22-23 March 2004, on the basis of the cost estimates in Attachment 1 and upon confirmation by responsible staff that senior management of WHO and the Bank are likely to approve the arrangements described in this report. 

a.
The Board would agree to endorse the proposed “APOC model” changes to Trust Fund operations as proposed in the Task Force report, for implementation effective immediately.

b.
The Board would agree to discuss at this meeting the technical implications of expanding use of the Trust Fund in the directions indicated in Attachment 2, and to decide whether or not to explore one or more of these options.  

c.
The Board would agree to open a serious discussion with WHO on providing compensation to WHO for its services in supporting the Stop TB Partnership Secretariat’s activities carrying out workplans approved by the Board. 

d.
The Board would agree to open discussions with WHO and the Bank as soon as possible with a view to concluding in the near term a Memorandum of Understanding regarding their collaboration in Stop TB Partnership activities.

Attachment 1: Cost estimates for Trust Fund-related services 

Attachment 2: Points raised outside the Task Force’s mandate

Attachment 3: “Principles” document with changes indicated, for reference 

* * *

Attachment 1
Cost Estimates - Financial Services Provided by WHO and the

World Bank for the Stop TB Partnership Trust Funds

[costs of setting up and maintaining a trust fund account, concluding letters of agreement with donors and amendments to those agreements for additional contributions, accounting for expenditures and payments, transferring money, and external auditing of the account]

Attachment 2

Concerns Raised Outside the Task Force’s Mandate


The mandate of the Task Force was to review options to resolve the particular difficulties that had occurred in Trust Fund operations during 2003.  The proposed changes in the Principles address these issues.


During its work, the Task Force engaged in a dialogue about the Trust Fund with all those directly concerned in its day-to-day operation, including the World Bank task manager and operational staff responsible for the Trust Fund, the Stop TB Partnership Secretariat, and the WHO Secretariat.  Some parties in this dialogue raised significant issues outside the Task Force’s mandate, regarding the financial and administrative arrangements for the activities of the Stop TB Partnership. These issues are listed below. 

1.
Existing arrangements on governance and structure of the Partnership should be changed

· The WHO Secretariat expressed the view that there should be a single document setting forth the basic parameters for the Partnership and the mandate for WHO to provide Secretariat services for the Partnership. 

· The WHO Secretariat also expressed the need to open a discussion with the Board regarding compensation to WHO for its services in supporting the Stop TB Partnership Secretariat’s activities.
· WHO also argued that approval of service agreements by a STB CB representative should be eliminated. 

2.
The scope of the Trust Fund’s operations should be expanded 

· The Global Alliance for TB Drug Development has expressed the desire to use the Trust Fund as a financial mechanism to transfer money from a donor to a partner outside the approved STB workplan. 

· The Bank officials responsible for management of the Trust Fund suggested that STB CB and the Stop TB Partnership Secretariat consider using the Trust Fund for financing of frontline staffing or intervention in countries.
· The Bank officials responsible for management of the Trust Fund suggested that the Trust Fund maintain a reserve fund, to avoid uncertainty when the level of current spending approaches the level of current resources in the Trust Fund account.
* * * 

Attachment 3

Principles for the Operation of the Stop TB Partnership Trust Fund

Revised [date] 2004 

1.  Background


The Stop TB Partnership was established at the end of 1998 and now involves over 200 entities including WHO, the International Bank for Reconstruction and Development (the “Bank”), UNICEF, U.S. Centers for Disease Control, bilateral donors, foundations, high-TB burden countries, national representatives of geographical regions, technical and implementation NGOs, and agencies involved in Research and Development activities. Its purpose is to eliminate TB as a public health problem and, ultimately, to obtain a world free of TB. The recipients of the Trust Fund will include partner organizations or contracted agents entrusted with carrying out activities to be supported, including procurement of drug supplies for the Stop TB Global TB Drug Facility, training, social mobilization, technical assistance and organization of working group meetings.

2.  Institutional, operational and administrative arrangements


The basic framework document for the Stop TB Partnership can be accessed at the following web address: 


http://www.stoptb.org/Forum/Documents/Final_STBframework5oct.pdf.  

The following principles of operation for the Stop TB Trust Fund subscribe to this framework.  This document describes the institutional, operational and administrative arrangements for the Global Partnership to Stop TB. The Partnership comprises the following components: the Partners’ Forum; the Coordinating Board; the Working Groups; and the Stop TB Partnership Secretariat. A full description of each of the components of the partnership is available at the Stop TB website. 

· The Forum is the main assembly of the Partnership and consists of representatives of all the partners. Financial management oversight responsibilities of the Forum include the review of reports presented by the Coordinating Board. The Forum meets at least once every two years. Its recommendations are adopted by consensus.  A full description of each of the components of the partnership is available at the Stop TB website.  

· The Coordinating Board, comprised of representatives of different constituencies, governs, represents and acts on behalf of the Partnership. It is the responsibility of the Board to approve the workplans and budgets, to mobilize adequate resources for the various activities, and to review the annual financial statement prepared by the Executive Secretary. The Board is headed by a Chairman and meets at least twice a year, with more frequent conference calls. A Working Committee of the Coordinating Board provides ongoing support and guidance to the Stop TB Partnership Secretariat. The Board’s decisions are not binding upon the organizations that make up the Partnership and do not override their respective governing bodies.
· The Working Groups are the primary means for coordinating activities mandated by the Coordinating Board in furtherance of the Partnership’s objectives. These groups address: expansion of the recommended TB control strategy, DOTS; coordinated action to address the new threats of HIV-associated TB and multi-drug resistant TB; and research and development priorities (diagnostics, vaccines and drugs).
· The Stop TB Partnership Secretariat, based in the WHO, is the administrative component of the Partnership. It is led by an Executive Secretary appointed by the WHO Director General in consultation with the Board. It also comprises WHO staff and staff seconded from WHO and from other Partners. It prepares annual workplans and budgets for approval by the Board. It implements activities, coordinates and monitors the progress of activities, and collects and collates information and disseminates it within and outside the Partnership. Staff within the Stop TB Partnership The Secretariat also provides the staff that manage the Global TB Drug Facility (the GDF). 
· The GDF considers applications for drug supply financing or procurement services for governments and/or NGOs that have defined workplans and technical partners to expand effective TB control. An independent technical review panel reviews applications. Successful applicants receive procurement support for a minimum of three years, based on provision of progress reports on TB control interventions and on satisfactory independent monitoring of drug delivery and TB services.

3.  Proposed Trust Fund


The proposed Stop Tuberculosis Partnership Trust Fund (the “Trust Fund”)  facilitates aims to enablethe efficient flow of funds to support Partnership functions and activities defined in the Stop TB work plan. Among the functions to be financed through the proposed Trust Fund are partner planning and coordination activities, social mobilization and advocacy efforts, and training/research collaboration/information dissemination. The Trust Fund will also finances the contracting of procurement and quality control agents who will be purchaseing drugs on behalf of the Global TB Drug Facility (GDF) for distribution to recipients. The GDF is managed by the Secretariat. 


The Stop TB Partnership Secretariat will implement the workplan in accordance with WHO Financial Regulations and Financial Rules.


The International Bank for Reconstruction and Development has been requested by the Partnership to serve as the Trustee of the proposed Trust Fund.  It will perform this role according to the following terms.

(a)
Contributions to the Trust Fund


The Coordinating Board will oversee resource mobilization for the Trust Fund. As the trustee of the Fund, the Bank will accept resources into the Trust Fund through the signing of administration agreements with donors, following these principles and the standard provisions as set out in the attached Annex II. The Bank will charge an administrative fee of three ___ per cent (3__%). on the contributions made by donors. Any interest accruing on the Trust Fund will be deposited in the Trust Fund account. 


An amount estimated to range from US$10 million to US$30 million is expected in annual contributions from bilateral and foundation sources. 

(b)
Selection of activities and recipients to be funded


The activities to be supported under the Trust Fund will be among the activities in the workplan of the Stop TB Partnership, as approved by the Coordinating Board. As agreed by the Coordinating Board, the Stop TB Partnership Secretariat will have the responsibility to identify and select agencies, other entities and/or consultants to pursue the approved activities. The selection will be carried out after determining the adequacy of their fiduciary and technical capacity to implement the defined activities, manage the resources and report on use of funds and results. The WHO-based Stop TB Partnership Secretariat will develop service agreements between WHO and recipients (which will may include legally constituted Stop TB partners), in accordance with WHO’s Financial Regulations, Rules and Manual provisions. rules and procedures. Recipients may apply their own administrative fees for the functions undertaken, and this will be noted in the budget incorporated in the Service Agreements. It is expected that there will be 10-20 recipients per year and these will not include Governments.


A designated representative of the Coordinating Board will act on the Board’s behalf in approving service agreements for activities to be funded by the Trust Fund. 

(c)  Procurement


The Trust Fund assets will be used to support the contracting of agent(s) to perform various functions including competitive procurement from pre-qualified suppliers of anti-tuberculosis drugs, quality control, and monitoring of the delivery and use of supplies; training, technical assistance; social mobilization and communications, and other approved activities within the Stop TB workplan. The procurement policies and procedures of the WHO shall apply. These policies and procedures are broadly consistent with the Bank’s own procurement guidelines in terms of transparency, efficiency and value for money. 

(d)     Instructions to make payments Disbursements from the Trust Fund and flow of funds to recipients


On the basis of its annual workplan approved by the STB CB, the WHO-based Stop TB Partnership Secretariat will make a written request to the Bank, periodically (e.g. two to four times per year) for withdrawal of funds from the Trust Fund, on account of estimated expenditures to be incurred during the following three- to six-month period.  The Bank will then transfer funds to WHO for the account of the Stop TB Partnership Secretariat Trust Fund.  Amounts disbursed by the Bank to the WHO account and any interest earned on such amounts will be used by the Stop TB Partnership Secretariat only to finance the cost of goods and services required to carry out the approved workplan. 

The WHO-based Secretariat will provide copies of all approved service agreements requiring payment from the Trust Fund to the Bank. Based on the terms of the service agreements, specific disbursement instructions to the Bank will be prepared by the Secretariat and signed by the designated representative of the Stop TB Coordinating Board.


For subsequent disbursements related to an approved service agreement, instructions to the Bank will be accompanies by confirmation from the WHO-based Secretariat that the report or other product required from the recipient has been received by the Secretariat so as to trigger the disbursement, as per the terms of the relevant service agreement.   

The Stop TB Partnership Secretariat will then utilize the funds in the WHO Trust Fund account in accordance with WHO Financial Regulations and Financial Rules, in order to incur expenditures under the approved work plan. WHO will charge a administrative fee equivalent to its cost for services rendered in this connection, i.e. the cost of setting up and maintaining a trust fund account, of accounting for expenditure and the related payment,  and of external auditing of the trust fund.  
(e)   Reporting to donors and the Coordinating Board


Trust Fund recipients will be required to submit regular financial and technical reports as defined by WHO on activities and results to the WHO-based Stop TB Partnership Secretariat. The WHO-based Stop TB Partnership Secretariat will be accountable for reporting to the Coordinating Board on results of the Trust Fund-financed activities. The Bank will be responsible for submitting to the Stop TB Partnership Secretariat, on behalf of the Coordinating Board, within 90 days of the end of each quarter of a calendar year, for as long as any Contribution funds remain in the Trust Fund, an unaudited statement of contributions, disbursements and fund balance in United States dollars with respect to the Contribution funds. In addition, the Bank will annually provide to Trust Fund donors, and to the Coordinating Board, a management assertion together with an attestation from the Bank’s external auditors concerning the adequacy of internal control over financial reporting for trust funds as a whole held by it.  


The Stop TB Partnership Secretariat will be responsible for ensuring that the information contained in reports submitted by service agreement recipients meets the requirements stipulated in the service agreements. 

4.
The Role of the Stop TB Partnership Secretariat Based in WHO
· Select contractors and pPrepare service agreements in line with the activities of the approved workplan of the Stop TB Partnership to be funded from the Trust Fund. Prepare specific instructions to the Bank on disbursements from the Trust Fund with copies. These instructions will be completed and signed by the Designated Representative of the Coordinating Board of the Stop TB Partnership. 

· Deliver to the Bank at least semi-annually a written request for withdrawal of funds from the Trust Fund, on account of anticipated expenditure to be incurred during the following period.

· Incur expenditure in respect of service agreements which will be recorded in the WHO Trust Fund account and authorize related payments required under service agreements.

· Prepare semi-annual technical reports (for the period January to June and July to December), with consolidated financial reports reflecting progress of activities funded by the Trust Fund, for review of by the Coordinating Board and for distribution to partners. 
· The WHO Stop TB Trust Fund will be subject to internal audit by the WHO’s Office of Internal Oversight Services (IOS). The Trust Fund will also be subject to audit by WHO’s External Auditor, who will issue an audit opinion on a biennial basis.

5. 
The Bank’s Role as a Fiscal Agent

The Bank’s role as a Fiscal Agent will be limited to:
· Entering into administrative agreements with donors to accept contributions to the Trust Fund and manage the Trust Fund account;

· Disburseing Trust Funds to WHO for credit to the Stop TB Partnership Secretariat Trust Fund held by WHO recipientsbased on written requests received instructionsfrom the SecretariatCoordinating Board, in line with an annual workplan approved by the Coordinating Board; and
· Prepareing quarterly unaudited statements of contributions, disbursements and fund balance within 90 days of each quarter of every calendar year as long as Contribution funds remain in the trust fund, and an annual management assertion together with an attestation from the Bank’s external auditors concerning the adequacy of internal control over financial reporting for trust funds.

* * * 
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