Disbursement Request Package Guidance -- Annex 2a
Updated May 2009

INSTRUCTIONS FOR PREPARING 

QUARTERLY FINANCIAL REPORTS (QFR/DFP/DR)
Introduction  

This document provides instructions for the completion of the MCC financial reports which are intended to provide an overview of the financial developments since the last disbursement period and to explain and justify any proposed cash request for the next period. The financial reports template includes the Detailed Financial Plan (DFP),  Quarterly Financial Report (QFR) and Disbursement Request (DR).  Financial reports are due to MCC twenty (20) days prior to the end of the calendar quarter (i.e. March 10, June 10, September 10 and December 10). For out of cycle requests please see “Guidance on Out-of-Cycle Disbursement Requests.”  

Separate financial reports are required for all MCC funding sources.  There are three types of MCC funding sources:  

· Compact funding,  

· Compact Implementation Funding (CIF) and   

· 609(g) grants.  

A disbursement request package for a compact is required once the compact has entered into force and an Accountable Entity is submitting an initial disbursement request.  
Quarterly financial reporting for CIF grants or Compact Development 609(g) grants should begin upon execution of the grant and implementation agreements, unless otherwise agreed with MCC.  The financial reports must be submitted for CIF and Compact Development 609(g) grants until the funds are exhausted or rolled-over.  The final financial reports must be clearly marked as “FINAL,” after which there is no further need to submit financial reports.  

Financial Report Schedules  
They  consist of seven excel-based worksheets further referenced as schedules:

· DFP Commitments 

· DFP Cash

· QFR Schedule A (Multi Year Financial Plan Adjustment Request Form)
· QFR Schedule B (Summary of Multi Year Financial Plan Adjustments to Date)
· QFR Schedule C (Actual Expenditures Report)
· QFR Schedule F (Cash Reconciliation and Interest Summary)

· Official DR (Disbursement Request)

The first two schedules (DFP Commitments and DFP Cash) correspond to the Detailed Financial Plan (DFP),
 which reflects the funding that the Accountable Entity expects to commit and the cash (in the form of spending authority) it expects to need with respect to the Work Plans.  For planning purposes, the DFP breaks down these categories to the sub-activity level (or beyond, as appropriate) on a quarterly basis.

The DFP covers the full value of the Compact, 609g or CIF, as appropriate, over the period of performance for such funding source.  The first DFP is required for the Initial Disbursement after Entry into Force of the Compact. There may come a point wherein the remaining CIF funding is merged (rolled over) into the Compact schedules, however this guidance will be given to the Compact country separately. 
QFR Schedules A and B are designed to account for proposed and executed reprogramming/reallocation of funds across projects and/or activities within projects. 

QFR Schedules C establishes cash requirements, which are driven by actual and projected disbursements.  Schedule C reflects the utilization of two payment processes.  One payment process (NA/NA) uses a local bank (“Permitted Account”) to receive direct grant disbursements from the US Treasury after which time a disbursement is subsequently executed from the Permitted Account to the end beneficiary according to Fiscal Agent instructions. Generally, any amount in this column (NA/NA) is to satisfy small payments of which the exact Project and Activity under the compact cannot be determined at the time of the request for funds.

The other payment process consists of a direct payment request (via a Payment Request Form, or PRF) made from the Fiscal Agent to the MCC Common Payment System (CPS)
 for payment remittance to the end beneficiary, either directly or via the permitted account. These payment requests are based on invoices, which have been duly approved by the Accountable Entity and Fiscal Agent; and they usually correspond to contract payment schedules and reoccurring payments.  Therefore, the Project and Activity codes are known at the time of the request. 

QFR Schedules D and E were removed to eliminate duplicative information.

QFR Schedule F reports on general bank balances and interest remittance.

The Disbursement Request (DR) is a notification to MCC of the total expected cash requirements that will occur under the two payment processes during the next period.  To account for unexpected payments that would exceed the Disbursement Request figure, a Working Capital amount will be automatically calculated and authorized by MCC, following the receipt and formal approval of the Disbursement Request.  The Working Capital amount is not an addition to the disbursement amount, but simply a contingency ceiling provided automatically by MCC to cover payments that were approved by MCC; but for which inadequate funds were budgeted or whose timing is later than planned.
Also note that the terms “current period,” “prior period,” and “next period” (the latter is referenced as “disbursement period”) are widely used in these instructions and on the forms and warrant definition.  “Current period” refers to the quarter in which the Accountable Entity is presently operating during the preparation of this report, and for which financial reports have previously been submitted and approved.  “Next period” refers to the quarter which is to begin at least twenty (20) days after the submission of this report, and for which any Disbursement Request, as attached to the QFR and DFP, is intended. “Prior Period” refers to the quarter immediately preceding the current period in which the Accountable Entity is presently operating. It is advisable during preparation of the financial report package to enter the relevant dates for each period in the column headings, to avoid any confusion. 
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For all schedules, the following identifying information must be provided:  

· Name of country

· Name of the Accountable Entity  

· Compact, 609(g) or CIF number

· Date submitted

· Disbursement period, and   

· whether the report is being submitted out of the quarterly cycle 

All amounts presented should be expressed in US Dollars.   

DFP Commitments 

The DFP-Commitments spreadsheet is used to forecast commitments by project and activity
 (or beyond, if appropriate) to establish the commitment budget for the Compact.  Commitments are defined as follows:

· Value of any contract planned to be signed/executed in the future.  Where a contract allows for a base period and optional extensions to be exercised by the MCA, the base period value should be entered on the DFP Commitments in the month the contract is signed.  Each option period value should be entered into the DFP according to the timing of when the option may be exercised.  This method of recording commitments assumes that each option will be executed, therefore it is imperative the MCA validate the option has indeed been exercised and the amount has been verified with the MCA Procurement Director.

· Any recurring expense (outside of an executed vendor contract) that can be forecasted through the next period(s), such as salaries, utilities, telephone, etc.
· Value of an Implementing Entity Agreement, less MCA’s in-kind contribution as detailed below.
Implementing Entity Agreements

Financial data associated with Implementing Entity Agreements (IEA) should also be reported on this Schedule. 

Expenditure categories and payment structures differ according to the type of IEA. Regardless of variations, the maximum projected value of MCC funding to be provided directly to the Implementing Entity (IE) or its personnel during the duration of the IEA should be forecast or reported as a commitment during the quarter of IEA signature. 

Since these types of expenditures are often tied to maximum amounts not to be exceeded during a calendar month (rather than the life of the IEA), Accountable Entities and their Fiscal Agents should perform an annual review of IEA commitments and reduce the overall commitment amount where monthly maximums have not been met. This downward revision of an IEA commitment should be reported as a negative value in the detailed budget, or in the DFP if detail is provided at the individual contract or IEA level as shown in the example below. 

MCC funding associated with an IEA is often not provided directly to the IE, but rather requires the Accountable Entity to procure and pay for in-kind contributions (i.e. goods, works and services that support IE’s function).  These types of expenses should be forecasted or reported in the quarter of contract signature between the MCA-Entity and the vendor of these goods, works or services. Please refer to the exhibit below displaying the different types of commitment forecasting:
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Instructions for Completion of DFP-Commitments
Populate the DFP Commitments Schedule first.
Column 1:  Actual Cumulative Commitments at Beginning of Current Period – reflects all commitments: executed contracts, recurring expenses, etc. (as defined above), which have occurred in prior period(s) through and including the last day of the prior period.  For example, all commitments made before April 1, 2009 should be listed in Column 1 of the DFP Commitments Schedule for the QFR prepared and submitted for MCC’s approval on June 10, 2009.

Column 2:   Projected Commitments during Current Period – reflects commitments made to date in the current period, plus projected commitments for the remainder of the current period.  For example, an Accountable Entity signed 7 contracts during the quarter starting April 1, 2009 and ending on June 30, 2009.  It is submitting a disbursement request package to MCC for approval on June 10 (with 20 days still remaining in the current period) and it anticipates making two more commitments in the time remaining.  If the probability of executing these projected commitments is high, the Accountable Entity should include all 9 commitments in the Column 2 of the DFP Commitments Schedule. 

Columns 3-5:  Next Period – These columns show expected new commitments, by month, for the next period.

Column 6:  Next Period – is a self-calculating summation of the monthly breakdown that shows forecasted commitments for the next period. 

Column 7- Column N+3:  Projections for Future Quarters – These columns show expected new commitments, by quarter, for the life of the compact.

Column N+4 Commitments as Currently Forecasted – is a self-calculating summation of cumulative commitments made in a prior period(s), plus projected commitments in the current period, plus forecasted commitments through the end of the compact.  

Figures in this column should be close to those in the Column N+5 (Commitments as per Current Approved MYFP), while some difference is probable. Variance between forecasted commitments and allocations in the current MYFP could result from contracts being signed “over” and “under” budget and/or from revisions of the cost estimates for the future procurements.  Such divergence is to be expected from time to time, although it does flag an imbalance that must be addressed. 
Assessing variance in each project will help MCA later determine if and when reprogramming of funds (via Schedule A) may become necessary.  By utilizing variance tracking mechanism in the DFP Schedules, MCA should identify and then explain in the narrative report any significant variances. The narrative should include a clear plan for determining what variables must be known prior to making a reallocation request in a timeframe designed to minimize any risk of overcommitment.

Column N+5 Commitments as per Current Approved MYFP – shows the current approved funding allocations by Project/Activity.

Column N+6 is a self-calculating column which shows the difference (over/under) between Commitments as Currently Forecasted (Column N+4) and an Approved MYFP (Column N+5).  The grand total in this column should be close to zero:

· High negative figures will convey a risk of “over commitment” (if current forecasts were to become a reality, there will not be enough funds to implement the compact).

· High positive figures indicate risk to compact completion and or expectation of substantial savings at the end of the compact, because current projections are such that total amount of expected costs is less than the current budgeted amount.

DFP - Cash

The DFP-Cash spreadsheet is used to forecast cash flow needs by project, activity (or beyond, if appropriate) to establish the cash flow budget for the compact.  Cash requirements should be based on actual or forecasted contract payment/fee schedules and recurring expenses planned outside of contracts, such as salaries, utilities, etc. 

Populate DFP-Cash Schedule only after completing DFP-Commitments.  Changes in the commitment figures will likely trigger corresponding ones in the DFP Cash Schedule. 

The logic of this Schedule is identical to that of DFP Commitments. The only exception is that the DFP Cash Schedule is designed to track cash flows rather than contracts and other commitments. Projected cash flows should reflect the deliverables/payments schedules of executed contracts; recurring costs (such as salaries, utilities, etc.); and projected payments against forecasted commitments as reported on the DFP Commitments Schedule.  Particular attention should always be paid to the cash projections when reviewing against the DFP Commitment schedule. 
Schedule A. Multi-Year Financial Plan Adjustment Request Form (or CIF Financial Plan or 609(g) Financial Plan)

Schedule A of the QFR is used to request formal adjustments (reallocations) of funding from one project or activity to another in the Multi-Year Financial Plan (MYFP). Schedule A should be completed even if no changes in the MYFP are being proposed.  Variance between the current approved MYFP and the Cash/Commitments as currently forecasted (per DFP Schedules) does not have to automatically result in a formal request for reallocation of funds via Schedule A.  If and when the risk of over-commitment arises, imbalances reported via variance columns of the DFP Schedules can be corrected by virtue of proposing a formal change to MYFP as described below.
The left-most column with project and activity titles does not change and no action is required once project and activity titles in the Compact have been entered. 

Column 1:  Column 1 does not change and no action is required once original MYFP values have been entered.  

Column 2:  Column 2 reflects cumulative adjustments to the MYFP last approved by MCC, and should be taken from the final column of Schedule B from the previously approved QFR (Current Approved Multi-Year Financial Plan).  Column 2 contains the full compact amount by project and activity and the grand total of this column must always match the grand total of Column 1.   

Columns 3 and 4:  Show any proposed increases in the MYFP for each project and activity in Column 3 and decreases for each project and activity in Column 4.  Display all amounts as positive numbers. The column totals for Columns 3 and 4 must be equal to each other, as the increases and decreases must not change the overall budget total for all activities.  

Column 5:  Column 5 shows the proposed MYFP to be in place for the next period after considering the proposed increases and decreases.  Column 5 is the result of adding the amounts across each row in Columns 2 and 3 then subtracting the amount in Column 4.  

Schedule B:  Summary of Multi-Year Financial Plan Adjustments to Date (or CIF Financial Plan or 609(g) Financial Plan)

Schedule B provides a historical log of all of the approved changes to the MYFP by project and activity.  This table should not include proposed changes to the MYFP in the current QFR submission. 

The left-most column with project and activity titles does not change and no action is required once project and activity titles in the Compact have been entered. 

Column 1:  Column 1 does not change and no action is required once original MYFP values have been entered.  

Columns 2, 3, etc.:  Columns 2, 3, 4, etc. record the changes that have been approved through the current period, by quarter.  This information is the sum of the amounts in Schedule A, Columns 3 and 4, of the previously approved Financial Reports.  Amounts from Schedule A, Column 3, are expressed as positive numbers and amounts from Schedule A, Column 4, are expressed as negative numbers.  The grand total for each of the Approved Adjustments columns in Schedule B must always be zero.  Insert the applicable QFR submission date at the top of the respective adjustment column(s) to identify the QFR adjustments that were approved by MCC.  As necessary, add additional columns by copying Column 3 and inserting it to the right.  In order to print properly, hide earlier columns and show only the most recent three periods, but the electronic version should contain the complete history of changes.  

Column 4 (or the right-most column if others have been inserted after Column 3):  Column 4 contains the cumulative effect of previously approved adjustments by adding all the adjustments for each project and activity (across Columns 2, 3, etc.) to the original Multi-Year Financial Plan in Column 1.  The amounts in Column 4 (Final Column) must be transferred to and the same as the amounts in Schedule A, Column 2.  

Schedule C:  Actual Expenditures Report 
Schedule C is used to report how much MCC funding has been disbursed using each of two available payment mechanisms in the Prior and Current Periods.  

Column 1: Designed to show cumulative disbursements before the beginning of the prior period.
Column 2a and 2b: The prior period actual disbursement amounts for Column 2a and 2b should come from accounting reports as of the end of the prior period. This column does not contain cumulative actual disbursement amounts, but rather the amounts for the prior period only.  Column 2a refers to those prior period payments executed from the Permitted Account and from funds which were originally requested through the CPS using the Project and Activity codes of “N/A, N/A”.  Column 2b refers to those prior period payments executed via the CPS, including payments which are transferred directly to a beneficiary account and vendor specific payments for which funds have been requested through a PRF to the permitted account using the relevant Project and Activity codes instead of, “N/A, N/A”.  

Column 3:  shows the cumulative actual disbursements at the beginning of the current period.  It is the sum of Columns 1, 2a and 2b.  This column should match Column 1 of the DFP Cash Schedule.
Column 4a and 4b:  Columns 4a and 4b contain estimated amounts, assuming the QFR will be prepared twenty to thirty (20-30) days prior to the end of the current period.  The amount should be derived from the actual disbursements made during the current period, plus estimated disbursements for the remainder of the current period.  The estimated remaining payments should include predictable recurring expenses (e.g., salaries, utilities, etc.) as well as forecasted contract payments obtained from project and activity managers that are likely to occur through the end of the current period. 
Under the CPS structure, there are two separate columns to address disbursement requests.

· Column 4a If the Accountable Entity had requested funds using NA/NA coding (as explained above) actual/projected use of those funds in the current period should be reported in this column.  At the point of the report preparation, actual use of funds originally coded as NA/NA should be known for payments made during the first 60 days of the quarter.  If pending payments are due to be issued in the last 20 days of the quarter, the Accountable Entity should still report the projected allocation of NA/NA funds to the specific project/activity.  

· Column 4b is used to report payments projected to be paid through the CPS, including payments which are transferred directly to a beneficiary account and vendor specific payments for which funds have been requested through a PRF to the permitted account using the relevant Project and Activity codes instead of, “N/A, N/A”. Those payment estimates should be entered into this column and expressed in US Dollars.  

Column 5:  Column 5 is the sum of Columns 3, 4a and 4b.  

Schedule F – Cash Reconciliation and Interest Summary  

Cash Reconciliation  

Line 1:  This cash balance comes from accounting reports and/or bank reports on the status of the Permitted Account as of the beginning of the current period.  

Lines 2 a-c:  Show amounts received from various sources during the current period in the appropriate line. With the exception of interest earned and received (Line 2b), the sources of cash amounts should include any MCC disbursements or other income anticipated to be received during the current period into the Permitted Account. It is important to remember that Line 2a only consists of funds transferred to the permitted account through a PRF which specifies “N/A, N/A” for the applicable Project and Activity codes.

Line 3:  Show the total of amounts received during the current period (sum of Lines 2 a-c).  

Line 4:  Show the sum of the Cash balance at the beginning of the period (Line 1) and the receipts (Line 3).  

Line 5a:  Show the projected disbursements for the current period. This amount should only reflect that portion of the disbursement which will be sent to the Permitted Account.  This should be portion of the total from Schedule C.  

Line 5b:  Indicate any return of interest to the U.S. Government made during the current period.  

Line 6:  Show the sum of Lines 5a and 5b.  

Line 7:  This is the projected cash balance in the Permitted Account at the end of the current period determined by the formula of Line 4 less (-) Line 6.  

Interest Summary 
The Interest Summary represents amounts that are actual (have been credited to the account) as of the day of report submission.  No projections to the end of the current period should be included in this section.   If the local bank agreement is absent the demand for interest, this section is not applicable and need not be completed. 
Line 1:  This will come from accounting reports or bank statements.  

Line 2:  Include the interest earned and received during the current period (do not include any estimates for the current period).  This amount will also be available on accounting reports and/or bank statements.  Amount should be the same as the amount on Line 2b of the Cash Reconciliation section.    

Line 3:  This is the sum of Lines 1 and 2.  

Line 4:  The amount of interest returned as of the beginning of the current period should be the same as the amount shown on Line 6 of the same section in the Cash Reconciliation report of the prior disbursement period.  

Line 5:  The amount of interest returned during the current period will be available from accounting records.  This may be the same as the amount calculated in Line 7 of the Cash Reconciliation report of the prior disbursement period, but in any event show here the actual amount paid during the current period (no estimates of future payments).  Amount should be the same as the amount on Line 5b of the Cash Reconciliation section.  

Line 6:  This is the sum of Lines 4 and 5.  

Line 7:  This amount is determined by the formula of Line 6 less (-) Line 3.  This should be a positive number.  Arrangements should be made to pay this amount back to the U.S. Government during the next period.

Disbursement Request Form
This schedule is a summary document, which requires signatures from the Chief Executive Officer of the Accountable Entity, Chair of the Board of the Accountable Entity, and the Fiscal Agent in order to confirm compliance with the relevant agreements and authorization for the funds to be disbursed as planned.


















� In certain Compact and Disbursement Agreements, the Detailed Financial Plan is referred to as the Spending Plan or the Detailed Budget.


� The CPS refers to any system used by MCC to process payments in US dollars or foreign currency to vendors for goods, works or other services received.


� MCC requires that the formal submission of the DFP Cash/Commitments worksheets resembles Annex II of the Compact (Multiyear Financial Plan).  MCAs may choose to utilize the same template detailing cash/commitments forecasts on a more granular level (i.e. individual contracts) for internal programmatic and budgeting needs, but this is not a requirement for the formal submission to MCC, and approval of the DFP does not represent approval of individual contract expenditures.
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