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1 Grants Program Policies and Procedures

1 Introduction

1 Vision and Mission

Vision:  A Micronesia-wide system of protected areas enhancing the lives and livelihoods of our people and the environmental integrity of our islands.

Mission: To support Biodiversity Conservation and related sustainable development for the people of Micronesia by providing long term, sustained funding.

1 Goals and Objectives

The goals and objectives of MCT are to:

a) Support community awareness about biodiversity conservation and related environmental education programs;

b) Support the conservation of priority natural biodiversity resource areas; and

c) Strengthen the capacity of the biodiversity conservation community networks, conservation and development NGOs, and other appropriate organizations to improve biodiversity conservation.

1 Operating Principles

a) In the accomplishment of its goals and objectives, MCT provides funding, capacity-building and technical support to its implementing partners but does not implement projects itself.

b) Guiding and advising implementing agencies on the ground, MCT will act as an agent of change to promote new and innovative ways of thinking, while recognizing the value of traditional methods of natural resource management and encouraging a wider use of such practices.

c) MCT encourages Micronesians to take responsibility for the sustainable management of their ecosystem for their own survival and for the benefit of all Micronesia. Effective biodiversity conservation can occur only when the people dependant on natural resources for their survival participate and are integrated into conservation efforts. 

d) MCT prioritizes areas where there is organizational and political will, and where the local population is aware of environmental problems, is already committed to safeguarding the environment, and where projects have been conceived and designed with significant community participation.

e) MCT supports programs with a comprehensive development strategy to both increase public understanding of the value of the natural resources and ecological services, and the need to achieve long term ecological and economic sustainability.

f)  MCT supports work in all types of terrestrial and marine ecosystems.  The concept of conservation encompasses both protection and ecologically sustainable use of natural resources.

g) MCT supports efforts to bring together organizations with a common interest in biodiversity conservation and sustainable ecological practice.  MCT establishes innovative partnerships between the people using the natural resources in targeted ecosystems and non-profit organizations, the private sector and government agencies, working to combine and enhance their conservation efforts.

h) MCT supports the development of the technical, financial and management capabilities of organizations committed to the long-term protection and conservation of the biodiversity of their ecosystems.

i) MCT is committed to the highest level of ethical behavior. We establish and carry out policies that recognize multiple obligations for accountability: to the provisions by which our donors define basic expectations, to the charitable institutions we serve, to the general public, and to appropriate national and local governmental agencies.

j) MCT affirms and values human diversity in its many forms. We seek diversity to ensure that a range of perspectives, opinions and experiences is recognized and acted upon to enhance our ability to contribute to the common good in our changing society. We reflect this diversity in multiple ways, such as through our grantmaking, through membership on our boards, committees, staff and advisors, and through our business practices.

k) MCT promotes local financial support of its grantees. 
1 MCT Grants Program

1 Categories of Grants

MCT has two components in its grant programs:  Direct Grantmaking Program and Intermediary Grantmaking Program
1 The Direct Grantmaking Program aims to achieve MCT’s long-term vision through commitment to biodiversity conservation activities, and initiatives that promote a change of attitude and behavior to reduce and eventually eliminate the unsustainable use of natural resources. The Direct Grant Making Program is currently funded through a variety of advised sinking funds and will eventually be financed by sustainable revenue provided by MCT’s Endowment Fund.  The Direct Grantmaking Program makes several different types of grants depending upon the availability of funds: 

i. Project Grants, dedicated to a specific program or initiative undertaken by an individual organization or a group of organizations working cooperatively; 

ii. Capacity Building Grants that increase the capacity of organizations to perform at a higher level of effectiveness and impact; 

iii. Just In Time Grants designed to provide timely, short-term funding.  Just In Time Grants are awarded through a streamlined approval process by a committee consisting of the ED, a Board representative and a donor representative, in most cases.  Just In Time Grants are smaller in size, ranging from $500 to $5,000; and 

iv. Operational Grants that fund support of an NGO’s mission rather than specific projects or programs. Organizations can use these funds at their discretion to cover an array of expenses, from program costs and salaries to administration, office expenses, technology, training, fundraising and marketing, and more.  MCT makes a grant of this type when it believes that it will make an organization stronger, and improves its ability to work more effectively over time and deliver on its mission.

With the Direct Grantmaking Program, all steps in the grantmaking process are managed and implemented by MCT staff, with oversight and approval by the Board.
1 With the Intermediary Grantmaking Program, MCT serves as an Intermediary to other foundations and donors that share MCT’s mission of conservation in Micronesia but who need assistance in their grantmaking.  With its expertise and experience with conservation in Micronesia, and understanding of the local culture, politics, and landscape, MCT partners with these funders, assisting them through the re-granting of their funds to appropriate conservation organizations and projects in Micronesia.  

i. MCT may serve as a simple “pass-through” intermediary, or can provide a menu of re-granting services including administrative support, access to regional contacts and networks, direct operational activities (including selecting and administering the grant, performing due diligence; transferring funds; grant monitoring and evaluation), and capacity building to grantee organizations.
ii. The focus, criteria and investment strategy of these grants may mirror MCT’s Direct Grantmaking Program, or they may specify related issues or themes, driven by the unique interests and priorities of the various foundations and individual donors who contract with MCT for re-granting services. 

iii. With the Intermediary Grantmaking Program, MCT manages various steps in the grantmaking process, depending on contractual agreements with each funder.

1 Grants Criteria for MCT’s Direct Grantmaking Program

MCT Trustees are committed to deploying its resources for maximum positive impact in selected areas of focus. To further this goal, MCT will support innovative and effective Conservation Projects and Activities in the following mission related areas:

a) Support community awareness about biodiversity conservation and related environmental education programs,

b) Support the conservation of priority natural biodiversity resource areas;

c) Strengthen the capacity of the biodiversity conservation community network, conservation and development NGOs, and other appropriate organizations to improve Biodiversity conservation.

1 Eligible Projects

Some examples of Conservation Projects and Activities that may be supported include:

a) Projects/activities that involve education in, and/or the dissemination of information about conservation of biodiversity, the importance of biodiversity and/or techniques for conserving biodiversity;

b) Projects/activities designed to help protect areas or regions of critical conservation value from inappropriate development or exploitation;

c) Projects/activities that establish or encourage alternatives to ecologically and socially unsustainable development;

d) Projects/activities that help resource owners to integrate conservation activities into development projects;

e) Projects/activities that provide technical assistance supporting biodiversity conservation.

1 Habitat Focal Areas

Endangered habitat, very high and high priority biodiversity areas (as designated by various national and international documents; e.g. NBSAP) in:

a) Coastal ecosystem (beaches, coastal strand areas, atoll forests, territorial and economic zone);

b) Marine ecosystems (reefs, mangrove forests, lagoon, others); 

c) Terrestrial ecosystems (coastal forest, lowland forest, upland forest, mountain cloud forests);

d) Watershed catchments, including freshwater stream ecosystems; 

e) Freshwater wetland ecosystems (swamp forests, marshes and other coastal wetlands).

1 Eligible Grant Recipients

a) Non Governmental Organizations (NGOs), (including associations, schools, colleges and universities, religious organizations, research organizations);

b) Community-based organizations (CBOs), organizations who are defined geographically and whose mission is the betterment of their total community (ie not just conservation focused)

c) Specific biodiversity conservation projects from Government agencies (national, regional, municipal); 

d) Specific Projects of business enterprises and individuals: only when the proposed activities contribute to biodiversity conservation and sustainable development.

1 Criteria for Organizations making Grant applications

Organizations applying for assistance must meet the following criteria to be eligible for consideration by MCT:

a) They should be registered and have been in existence for at least two years.

b) If they have not yet been in existence for two years, they must be fiscally sponsored by another organization that has been registered for 2 years. MCT must be familiar with the sponsoring organization and approve its project management and monitoring capacity. The role of the Fiscal Sponsor is to receive and disburse funds for the project in a timely manner and to maintain prudent and accurate records of all transactions as required by MCT.  A non-registered CBO should be prepared to accept to be a sponsored CBO so that they may ultimately become a registered CBO or NGO and be able to operate independently; they will be allowed to receive up to a fixed ceiling amount, which will be determined by the Board of Trustees of MCT.  

c) They should have project management experience, particularly in the field of conservation or natural resource management and/or in a development context where environmental concerns are incorporated into the project objectives;

d) They should possess expertise in the specific fields covered by the project. (For example: training, research, NGO management, conservation, biodiversity survey, delineation of protected area boundaries, community-based planning and management, creation of eco-enterprise and cooperative,);  

e) They should have the human resources and institutional capacity to manage and/or implement the project;

f) They should be able to establish and work within budget guidelines;

g) They should be able to produce activity reports and financial reports for previous financial periods;

h) They should be integrated (presently working or having worked previously) in the area where the project will take place, and the project beneficiaries must have a positive opinion of the project and the organization(s) that will implement the project. 

i) If they are already receiving a grant from MCT, they must demonstrate effective and responsible use of that support to be considered for a second or additional grants. This would include timely and accurate reporting, positive project progress, and effective financial management.

1 Ineligible Projects

Considering the limited sources of funds available through MCT, unless a specific donation has been granted to MCT to cover one of the areas described below, projects with the following characteristics will normally be ineligible for a grant by MCT:

a) Relief projects in direct response to specific incidents of natural disasters, such as typhoons, landslides, flooding, etc.;

b) Projects exclusively intended for conventional large scale urban management and conventional (non-nature based) infrastructure construction (i.e, stabilization of coastlines with seawalls, storm-water control, retention ponds, watershed land areas, etc.);

c) Projects  to decontaminate or mitigate the impacts of toxic or nuclear substances;

d) Projects exclusively intended for fire control and prevention

e) Projects involving the financing of environmental impact assessment projects for industrial  or a civil/governmental enterprises such as dams, waste water, sawmill etc.;

f) Projects linked to a legislative program or public project with a development component related to the environment (large-scale agricultural, commercial fisheries or forestry projects);

g) Project which require financing on a multi/year basis with no alternative source of financing;

h) Projects presented by a Corporation exclusively for the purpose of profit, even though the project may be an environmental project; 

i) Projects for individual profit or benefit;

j) Projects or groups requesting only capital to build or purchase equipment (vehicles, boats, etc);

k) Projects where a conflict of interest has arisen (see section 1.2.10);

l) Activities that should be part of the regular costs of doing business, such as environmental protection equipment and treatment facilities, and conservation practices associated with development that should be borne by the shareholders of the developer;

m) Activities that should rightfully be funded by the business enterprise as part of the cost of protecting the environment impacted by a proposed development;

n) Projects that are rightfully the responsibility of government for funding, such as those required of industrial and infrastructure monitoring and regulatory activities under State and Federal Laws.

1 Grant Cycle Overview

Below is the typical Grants Cycle.  This process applies to all grants made through MCT’s Direct Grantmaking program and may be varied according to Donor preference or portions of the process applied through Intermediary Grantmaking agreements.  Steps in the grant cycle are as follows:

a) The Board will determine the amount of funding available each year for each cycle of grants, and set general parameters for the grant portfolio.

b) The Grants Program Manager (GPM) will prepare an announcement of funding availability and timeline (“Call for Proposals”) and make it available to potential grantees and other stakeholders;

c) The first step in the application is a concept paper.  All preliminary concept papers must be addressed to the GPM who registers them in the Grants Book, and classifies them by the specific Call for Proposal they are responding to.

d) MCT may provide, subject to funding availability, assistance with the development of concept papers, in the form of workshops and the services of independent consultants.  Independent consultants may also be made available for the development and submission of full proposals, as well.

e) All concept papers (and subsequent full proposals) must be completed in the format provided and submitted by the date specified at the time of the Call for Proposals in order to be eligible for review and consideration. 

f) All applicants receive acknowledgement of the reception of their concept papers by mail, fax or electronic mail.

g) The Management Unit screens concept papers. Applicants meeting established grant criteria are invited to submit full proposals; concepts not meeting criteria are declined in writing. 

h) The GPM will conduct the MCT due diligence process described in section 1.2.9, below.

i) Following receipt of invited full proposals, all applications are updated in the Grants Book and applicants receive acknowledgement of the reception of their proposal by mail, fax or electronic mail.

j) The Regional Grants Technical Committee, which includes a Board representative, reviews completed final proposals as a package each grant cycle, in consultation with technical experts or stakeholder group representatives as needed (an Ad-Hoc Scientific Committee may be created). They submit a recommendation to the full Board on proposals to be funded; 

k) The Board approves projects to be funded and acts on each proposal.  This action may result in total or partial acceptance of the proposal, in complete declination, or in a request to the proposing organization to re-submit with modifications. 

l) Following Board action, staff issues award or declination letters. All applicants should receive information of their project’s status regardless of the subsequent steps, within two weeks of the decision, in areas where normal communications exist.

m) The GPM finalizes negotiations with the successful applicants; the Management Unit (The ED, DED and FO) signs legally binding Grant Agreements, and makes disbursements.

n) Management oversees Grant implementation: project monitoring, grant reporting and final evaluations of projects are carried out in accordance with the terms of Grant Agreements and as described in section 1.2.13 of this document. 

o) The GPM will report quarterly to the Regional Grants Technical Committee the list of every proposal that MCT received during the preceding quarter and the status of each proposal.

p) Management will collect and disseminate best practices and lessons learned through the implementation, monitoring, and evaluation processes.  The Management Unit will compile data annually to identify what’s working, and what isn’t, as they and their grantees seek to implement their strategies for change, and present the results to the Board of Trustees annually.  MCT Management is committed to applying new learning as they grow and evolve — modifying grantmaking strategies in response to results from grantees on the ground.  
1 MCT Accountability and Due Diligence

MCT requires all applicants to provide certain information to prove their ability to meet the goals and objectives in their proposed grant projects with integrity and financial responsibility.  This package of information is designed to provide MCT with evidence of qualification, current fiscal status, program consistency, and capacity required for a successful grant.  It also provides evidence that proposed grantees comply with applicable laws and regulations, and can deliver the benefits they claim to provide.  Materials requested include:
· For all MCT grants:

· a copy of the organization’s Charter, Articles of Incorporation and By-Laws

· Detailed Budget of the project
· a Workplan outlining how the project will be executed
· Demonstration of a bank account in the organization’s name and proof that they require at least two authorized signatures for cash withdrawals
· Demonstration of an appropriate accounting system
· a copy of the organization’s Financial Audit, or Profit and Loss Statement and Balance Sheet for the last 2 years
· Letters of agreement/support by local communities and authorities
· For Grants over $10,000 all of the items above. as well as:
· Resume of the Project Coordinator and other significant staff of the project 
· History of prior grants from other funders

· Annual Report or documents describing the organization’s activities and accomplishments of the last two years

· For grantees whose annual operating budget exceeds $350,000, MCT requires that the organization provide a copy of an external audit of its financial records.  Alternatively, the FO may grant an exception determined on a case-by-case basis, based on an in depth assessment of the fiscal and reporting capacity of the grantee organization.

Once the grant is awarded, a written grant agreement with specific provisions setting forth mutual responsibilities is signed by MCT and the grantee.  Throughout the life of the project, periodic written reports from the grantee to MCT are required.  Failure to adhere to the reporting schedule and requirements may adversely affect consideration for future grants and may result in penalties as outlined in the contract agreement.
1 Conflict of Interest

At the time of submission, all project applicants must disclose any familial, organizational, or financial relationship with any member of MCT’s Board, Staff or Regional Grants Technical Committee. Similarly, any MCT director, staff, or advisor having, or potentially having, such a relationship, will excuse him/herself from the grant applications evaluation process.  A conflict of interest occurs when anyone in an advisory or decision-making role (MCT Board member, staff, consultant or member of the Regional Grants Technical Committee, or a member of the public making recommendations in a Stakeholder forum) meets any of the following conditions:

a) The person is directly involved in the project, contract, agreement, or conflict to be dealt with, or the person has a direct interest in the matter under consideration;

b) The person’s spouse, parent, child, brother, sister, cousin, or the spouse of any of those relatives, is involved in the project, activity, or decision;

c) There is a blood, marriage or clan relationship with any person involved in the project, activity, resolution or matter under consideration;

d) There is clear friendship or hostility with parties involved in the project, activity, resolution or matter under consideration;

e) There is or has been a professional or legal relationship with a person involved in the project, activity, resolution or matter under consideration;

f) There is also a conflict of interest when a proposal comes from a Substantial Contributor. Substantial contributors are all individuals, organizations or corporations who have made a gift to MCT of more than 5,000 US Dollars within the past three years.

Failure to disclose a conflict of interest by any party may result in the disqualification of any concept paper or proposal and/or the nullification of any subsequent or related contracts. 

1 Application Review and Ranking Process

Grant proposals are evaluated according to established criteria and a corresponding scoring system.  The Management Unit and the Regional Grants Technical Committee (and the Scientific Committee, acting as a Grants sub-committee for specific disciplines when required) review project selection criteria and the scoring system, and evaluate each proposal. Scoring criteria includes:
a) Consistency with the mission and goals of MCT;

b) Involvement of the community in the conceiving, designing and planning of the project;

c) Proactive targeting of high priority conservation areas where resources are threatened from unsustainable development;

d) Coherence (the goals, strategies and interventions selected are in agreement);

e) Clarity of objectives; quantifiable expected outcomes and results; and probability of success; 

f) Inclusion of strategies to ensure that activities and project outcomes are self-sustaining after MCT support ends;

g) Community commitment, and active involvement in generating matching community contributions to the project;

h) Project leadership and management;

i) Monitoring and evaluation process is included in the proposal to measure the impact of the project;

j) Capacity of applicants to implement the activity;

k) Technical soundness and feasibility;

l) Social soundness and feasibility;

m) Cost estimates which are reasonable and within accepted levels for the type of project;

n) Availability of other funds for the project.

1 Fund Disbursement

The disbursement terms for each grant will be spelled out in the grant agreement and agreed to by signature of both parties.  In all cases, the following will apply:

a) In no case may a one-year or a multi-year grant be disbursed in a lump sum.

b) Disbursements for each project longer than three months are made on a quarterly basis and are subject to ongoing financial and technical reports. 

c) The system of disbursement will involve payment of a fixed amount, agreed to in the beginning; it will be replenished every three months according to expenses, proved by receipts or vouchers made during that period, and appropriate progress and reporting.

1 Project Monitoring and Evaluation

1 Project Monitoring and Evaluation Plans

All MCT- funded grants are required to have a monitoring and evaluation plan to test the success of the proposed projects.  This should:

i. Include activities for defining performance indicators, and collecting and monitoring data to measure baseline conditions, and later, to measure project outcomes. 

ii. Designate who will be responsible for this monitoring activity, on what timeframe, and how the data will be collected, stored, analyzed and disseminated, and ultimately integrated into future activities. This is especially important in projects focused on conservation of biological diversity.  

1 MCT Grants Project Monitoring

MCT may provide technical assistance to grant recipients to strengthen their capacity to effectively monitor their work and evaluate their project outcomes.  Procedures for this include:

i. As monitoring data becomes available through quarterly reports, MCT will make periodic evaluations of project performance relative to stated objectives.  

ii. MCT will conduct quarterly site visits during the grant period, including interviewing of grantees and their community partners, verification of capital inventory, monitoring of activities and, in some cases, identification of additional needed supports.

iii. All grantees are expected to submit quarterly and final reports on their projects that include status of goals and objectives, successes and failures, and lessons learned.  

iv. MCT makes best practices and lessons learned available to all grantees and other stakeholders on an annual basis.

1 MCT Program Impact Monitoring and Self-Assessments

MCT will conduct periodic external/independent reviews of the conservation impact of its re-granting and capacity-building programs on the ground as well as periodic independent assessments of its internal program management.  These independent reviews will be conducted every five years.

2 Reception and Handling of Donations and Grants

2 Introduction

MCT is defined by its Articles of Incorporation as a Non-Profit and Charitable Institution, whose mission is to support Biodiversity Conservation and related sustainable development for the people of Micronesia by providing long term sustained funding.  In order to provide for long term sustained funding, MCT must secure a variety of donations through various fundraising activities.  Donations may be made to MCT in a variety of forms and to one of several Funds.  When MCT raises money of any type, it will clearly state the type of fund for which it is raising the money, and this money will be used only for the specific purpose of the fund for which the money has been raised. The Board of Trustees acknowledges that doing otherwise will be an act misleading a third party. The policy and procedures set forth in this manual for the reception and handling of donations, apply to most donations given to MCT. It sets out the basic rules on how MCT will handle such donations.

2 Operating Principals

a) MCT’s governing body, its Board of Trustees, has legal and fiduciary control over all contributions received.

b) MCT is the steward of all its charitable funds, and is committed to investing and prudently managing these funds and maintaining accurate financial records.

c) MCT honors the charitable intentions of its donors, consistent with regional needs and applicable laws and regulations.

d) Gifts to MCT are irrevocable.
2 Gift Acceptance Policy

The purposes of the gift must fall within the broad charitable purpose of MCT.  In addition, MCT Board and Staff must be able to ensure that gifts accepted by MCT do not place other assets at risk and that they can be easily converted into assets that fall within MCT’s investment guidelines.  MCT must also ensure that it can administer the terms of the gift in accordance with the donor’s wishes.  Acceptance decisions are made by the Management Unit.

2 Refusal of Donations

The MCT Board of Trustees reserves the right to refuse any gift it believes is not in the best interests of the foundation.   Refusal is made by a majority decision of the Board itself, without other formalities.

2 Prohibitions 

2 Additionally MCT prohibits itself:

i. From accepting any donation whose nature and conditions are such that it could have been made directly to the final beneficiary without requiring MCT's intervention.  MCT will only handle funds specifically intended for another organization if it can add significant value by providing other services and leveraging additional resources.

ii. In the management of its properties, any operation that has a purely speculative character. It also prohibits itself from any direct management of any commercial or industrial Corporation or institution.

2 Types of Funds

2 Funds’ Purposes 

Within MCT, various funds exist to enable donors to: 

a) support MCT’s mission generally, or with a more restricted programmatic focus;

b) direct their gift through MCT’s Direct Grantmaking Program or to contract with MCT to utilize its Intermediary Grantmaking Program;

c) focus support on the short term (1 to 5 years) or more long term (6 to 10 years); 

d) make gifts that are put to work directly and immediately, or by contributions to MCT’s Endowment, to ensure the gift is invested and only a defined portion is available for current use.

2 MCT Endowment Fund

The purpose of MCT’s Endowment Fund is to sustain MCT’s mission over time. Gifts to the Endowment Fund are invested for the long term to enable ongoing support to both MCT’s annual operations and its Direct Grantmaking program. The following apply:

a) The MCT Board of Trustees defines a spending policy for the Endowment – based on current financial markets and inflation rates -- to determine available annual funding for these areas. 

b) A gift to the Endowment Fund may be restricted by a donor, to focus their support on a particular programmatic area.
2 MCT Sinking Fund

The purpose of MCT’s Sinking Fund is to support MCT’s grantmaking and operations over a predetermined timeframe. Also:

a) In contrast to the Endowment Fund, all Sinking Fund capital is used (for payments to cover project, administrative and other costs).  

b) The Fund allows gifts to be made to MCT over time, so that grants can be made, or assets can be purchased, when needed – now or in the future. 

c) A gift to the Sinking Fund supports MCT’s Direct Grantmaking Programs. It may be restricted by a donor to limit their support to a specific programmatic focus.

2 Advised Sinking Fund

2 Purpose

MCT often serves as an Intermediary to other foundations, donors and funders that share MCT’s mission of conservation in Micronesia and need assistance in their grantmaking.  In these cases, the donor makes a gift to MCT and a new Advised Sinking Fund is created. 

2 Definition

An Advised Sinking Fund (ASF) is an account created and managed in MCT’s accounting system with the deposit of an irrevocable gift for a specific re-granting purpose and whose capital is used for awarding grants in compliance with an Intermediary/Regranting agreement between the Board of Trustees of MCT and the donor.
2 Rules

Advised Sinking Funds are managed within MCT in accordance with the following rules:

i. The purpose of an ASF is to specify in advance, and by written agreement, the allocation of grants to be awarded by this Fund and the associated responsibilities and fees. The ASF will be administered by MCT based on the written agreement.

ii. A new ASF must have a non-profit interest and purpose related to biodiversity conservation or related sustainable development to be created under the cover of the legal entity of MCT.

iii. The Donor will advise MCT of the name that (s)he wishes to see assigned to the fund and under which the attributions will be executed.

iv. A new ASF may have its own Special Grants Committee to make decisions regarding the disbursement of the fund for grant purposes. The composition and methods of designation of such special Committees are proposed by the Donor and agreed to by the Board of MCT. It should comprise no less than 3 persons and must include at least one member representing MCT. 

v. Right of veto:  The Board of MCT has the right of veto on any decision of such special ASF Grants Committee that does not respect one of the clauses of MCT’s Articles of Incorporation, By-Laws, financial policy and procedures, environmental legislation in the appropriate political jurisdiction, as well as the agreement binding MCT with this ASF donor. If a Special Grants Committee does not fulfill its stated obligations, MCT will, after consultation with the Donor, by registered courier, terminate the ASF in accordance with the agreement. 

vi. The ASF will be administered by MCT on the Donor's instructions written into the agreement or, if the Donor is deceased, by MCT in accordance with the Board’s interpretation of donor intent.

vii. The payment of grants, scholarships, prizes, etc. is carried out by MCT on the Donor’s instructions set in the agreement. MCT has 15 days to exercise its right of control on these allocations. It can refuse to proceed with an allocation it considers contrary to its Articles of Incorporation, By-Laws and financial policy and procedures or the purpose of the account as defined in the ASF agreement.

viii. The operating expenses for the management of ASF by MCT will be billed to the ASF pursuant to the conditions provided in the agreement.  In a case where a donor is deceased, the charge will be billed at the real cost.

2 Conditions and Costs Associated with Acceptance and Administering Gifts

Unless otherwise specified in a specific/individual Grant Agreement or Award, MCT will adhere to the following in handling donations: 

a) Unless otherwise specified, MCT treats all undesignated gifts as donations to the Endowment Fund or to the Operating Budget, a case-by-case decision made by the Board. 

b) Generally, costs associated with the acceptance of a gift, such as attorney fees, accounting fees, other professional fees, as well as other costs to establish a gift will be borne by the donor.

c) MCT offers a range of funds designed to be responsive to donor needs.  Administrative costs associated with a relatively small fund may require special arrangements. 
d) MCT has the sole responsibility and authority for investment of the assets of each Fund. Decisions with respect to the retention, investment, or reinvestment of assets with respect to co-mingling of assets shall be made by the Board of Trustees.

2 Disbursement of capital managed as Sinking Fund

The entirety of the Sinking Fund capital is to be disbursed for grant making purposes minus administration fees, in accordance with the agreement between the Parties;

a) The revenue made from the investment of part of the Sinking Fund capital will be added exclusively to the amount of this particular Sinking Fund capital unless otherwise prescribed by the agreement between MCT and the donor(s);

b) If the money is given offshore of the Federated States of Micronesia, the money will be brought in from an offshore bank account to the specific local MCT bank account for this project, through a cash flow budget determined at the same time as the budget for this particular Sinking Fund. 

2 Disbursement of revenues from Endowment Fund

Gifts made to MCT and invested through the Endowment Fund will be managed through the Investment Policy determined by the Board of Trustees, and implemented by the MCT Investment Committee with the assistance of an Investment Consultant and Advisor.

3 Finance and Administration
3  General

MCT’s financial management system is comprised of accounting records and a series of processes and procedures assigned to staff, Board, and outside professionals. The goals of MCT’s system are to ensure that financial data and economic transactions are properly entered into the accounting records and that financial reports necessary for management are prepared accurately and in a timely fashion.
MCT’s financial management policies and procedures also provide assurance that assets are used solely for the benefit of the organization, and not for personal or other gain, and that donated funds are used for the purposes which donors intended, as specified in their grant agreements.  Internal controls help ensure operational efficiency and prevent the deliberate or misguided use of funds for unauthorized purposes. 

Through this series of procedures, MCT expects that financial information is reliable, so that managers and the board can depend on accurate information to make programmatic and other decisions; that assets and records of the organization are not stolen, misused, or accidentally destroyed; and that government regulations are met.
3 Finance Officer

The Finance Officer (FO) is responsible, under the authority of the Executive Secretariat, for managing MCT’s financial records, and performing all accounting duties with the appropriate internal controls. The Finance Officer follows the policies and procedures for handling financial transactions in accordance with Generally Accepted Accounting Practices as outlined in this Operations Manual.
3 Fiscal Year

The MCT Fiscal Year for all business transactions is from January 1 through December 31 of a given calendar year.

3 Accrual Basis Accounting

All MCT accounting is done on an accrual basis. Accrual basis allows MCT to track receivables and payables and to match revenues to the expenses incurred in earning them, giving more meaningful financial reports. 
3 Annual Budget Planning

The Management Unit prepares the upcoming annual budget with consultation from the Treasurer and other Board Members as needed.  The budget, based on the annual workplan, is presented to the Board for vote and must be approved by December 15 of the preceding fiscal year. 
3 Signatures of documents, checks and bank account

The Executive Director (ED), the Deputy Executive Director (DED) and a designated local board member are authorized to sign checks on behalf of MCT. For all checks, two signatures are required.

3 Chart of Accounts

MCT’s chart of accounts is a list of each account that the accounting system tracks.  It is designed to enable MCT to capture the financial information that the Executive Secretariat and the Board need to keep track of all financial data and to make informed financial decisions.

3 Accounting Software

MCT uses Quickbooks (QB) accounting software.  These systems allow for the tracking of restricted donations and grants, and for the functional classification of expenses and income.MCT breaks expenses down into line items (such as salaries or supplies) and into functional categories (such as programs, administration, and fundraising) allowing them to see how well the separate activities are supported.

Access to this software will be limited to persons authorized by the Board and the Executive Director, namely the Deputy Executive Director and the Finance Officer.  Only these people may enter or adjust this data.  The Administrative Assistant will have limited access to QB so that she is able to provide reports as requested by other staff.

3 Reserve Fund

MCT aspires to have a reserve fund that would cover at least 3 months fixed operating expenses.

3 Annual Report

MCT produces an Annual Report each year.  This report will be completed within 6 months of the end of the fiscal year to openly communicate financial and program information to constituents and others who request such information.

3 Accounting Procedures

3 Deposits
3 Processing Cash receipts:

MCT’s cash receipt system is designed to ensure that all money intended for the organization is properly received, promptly deposited, accurately recorded, reconciled, and kept under adequate security.
i. When a check payment is received, the Administrative Assistant (AA) makes a copy of the check and gives it to the Finance Officer (FO) to review and to assign to its appropriate account.   FO then gives the copy of the check to the Deputy Executive Director to confirm or edit accounting line. 
ii. AA creates a deposit slip for the check(s), makes the deposit and receives a receipt from the bank. The receipt is attached to the deposit slip, and copies of each are attached to the copy of the checks and filed.  FO records each check into Quick Books in the approved account line within the appropriate time frame.
iii. When MCT receives payment through a wire transfer, the amount of the deposit, and the name of the organization or individual making it, will appear on MCT’s electronic and hard copy bank statements. All wire transfers will be recorded in QB by the FO on the date they are received in MCT’s bank account.
iv. Most funders deduct the cost of making the wire transfer from the grant amount.  Both the full amount of the grant, and the wire transfer cost charged to MCT, will be accounted for in QB by the FO. 
v. Cash contributions will be acknowledged by numbered receipts and signed by two members of the management team.
3 Invoicing

i. Staff members may make requests to produce invoices for funders of MCT programs by completing the designated form for this, and submitting it to the AA who collects them and gives them to the Executive Director (ED) or the Deputy Executive Director (DED) once a week. The ED or DED reviews them, approves them and passes them on to the FO, who creates the invoice(s).
ii. All invoices are numbered and dated the date that they are originally created, even when it is a second or third sending of that invoice.
iii. Once invoices are created, FO gives them to ED or DED to review and approve. Then ED/DED gives them to AA, who makes a copy of each invoice, and mails out the original(s).  AA organizes the copies by invoice number in a special binder for this purpose.

3 Receiving Payments on Invoices

As AA receives payments, she checks the Invoice Binder to match each payment with an invoice and writes the invoice number on the copy of the check for FO.  

3 Re-Invoicing

FO will re-invoice all open invoices that are 30 days or older, the first week of each month.  She will give these to ED/DED for review, and then they will go to AA. She will make copies of all of the new invoices and mail the originals. For older invoices she will put that day’s date in blue ink on the invoice copy in the Invoice Binder, and mail the new original. Once a third invoice is produced, phone follow up may take place, by the appropriate person, to attempt to get payment.

3 Accounts Receivable Report

Each time FO creates invoices, she will print an A/R Summary for AA to put in the Invoice Binder. When a payment comes in, she can check that report to see if there is an invoice.  Some payments are received without a preceding invoice.  If the payment has a corresponding invoice, she will put the invoice number on the copy of the check, and process as noted before.

3 Write-offs

If invoices haven’t been paid for six months and the probability of payment is low, ED may decide to write it off.  He will let FO know, to process that decision in Quick Books. FO keeps a file of past write offs for the year for auditing purposes.

3 Grants, Gifts, and Government funding

MCT handles donations in a way that ensures that all grants, gifts, and government funds are received and properly recorded, and that compliance with the terms of any related restrictions is adequately monitored. 
i. When MCT receives this funding, the Grants Program Manager is charged with the responsibility of understanding and monitoring specific restrictions, regulations and compliance factors.  These are communicated to the FO to ensure that the funding is properly accounted for and that appropriate reporting can be provided when needed. 

i. MCT follows rules for accounting for contributions in nonprofits, including the recording of contributions in one of the following categories: unrestricted, temporarily restricted, or permanently restricted.
ii. Donations to MCT are handled through the cash receipt process outlined above, and accounted for to reflect the appropriate grant timeframe and programmatic focus, and to enable MCT to provide the specific financial reporting requested by the donors by their deadlines, as specified in their grant agreement.
3 Noncash receipts

Additional internal controls are required to ensure proper recording of donated materials and services, pledge, in kind contributions and other revenues. These include in-kind support from other organizations (e.g. free use of TNC conference room and pro bono work from a technical advisor). These controls will be developed by the end of 2010 and be appended to this Operations Manual.
3 Disbursements
MCT’s disbursement system is designed to ensure that cash is disbursed only upon proper authorization of management, for valid business purposes, and that all disbursements are properly recorded.
3 Accounts Payable

i. When invoices from MCT vendors come in the mail, AA collects them in a Request Payment File. As she does so, she stamps them with a stamp that includes Account Line, Date of Approval, and Approved By.  
ii. Alternatively, staff members may request payments for expenses. They must complete the appropriate form and submit it with supporting documents to the AA who adds it to the Request Payment File above.
iii. At the end of each week, AA will give this file to the ED or the DED to designate the account line, and approve the payment.  Then these are turned over to FO to process through Quickbooks, and pay. FO certifies that there is adequate funding in checking account to cover these payments. Then the checks are returned to the ED and DED for signing.

iv. FO produces a list of checks in check number order from QuickBooks so that she knows the total number of checks and the total amount being written; ED or DED double checks this list to ensure subsequent bank transfer (from savings account to checking account to cover the checks – see below) is for the appropriate amount.  

v. The AA delivers payments to vendors within Pohnpei and obtains receipt of payment with a signature from each vendor or vendor representative. If the vendor is outside of Pohnpei, and uses MCT’s bank (the Bank of Guam), MCT will do a direct deposit into the vendor’s account.  If not, MCT will prefer to pay by check.  If the vendor wants MCT to make a wire transfer, the associated cost will be deducted from the amount due to the vendor ($50 for transfer nationally; $75 for international transfer).

vi. With either a direct deposit or wire transfer, MCT will get a receipt from the Bank, which will be filed with the original invoice.

3 Transfers between MCT Accounts:

MCT keeps as much money as possible in its savings account where interest is generated.  Because payments are made through its checking account, money is transferred each week, by the FO, from savings to checking to cover all check disbursements. The transfer amount each week is for the total amount of checks written.  The FO makes the transfer as follows:

i. FO prepares checks and other payments (wire transfers, etc.) per the procedure described in section 3.2.2.1.
ii. FO prepares the list of payments, including check numbers, payee and purpose of the payment, attaches the relevant supporting documents, savings withdrawal slip and two copies of the checking account deposit.

iii. DED or ED verifies the calculations and the FO gathers the two required signatures on the withdrawal slip.
iv. AA takes the endorsed documents to the bank to make the transfer and returns the duplicate checking deposit slip stamped by the bank teller.
3 Grant Expenses
Revenue received by MCT from donors is contingent upon performance of work, which involves a variety of expenses.  Accurate accounting of expenses related to each grant is critical.  Staff will carefully specify the nature of each expense for each grant as they make requests for payment.  FO will account for each expense as appropriate in QB.
3 Petty cash

MCT’s petty cash procedures ensure that petty cash funds are disbursed only for proper purposes, are adequately safeguarded, and properly recorded.

i. MCT Petty Cash is typically for expenses such as water, postage, and meeting refreshments as well as others.

ii. The FO drafts a check for $50 payable to AA and AA and cashes it.  As employees request money for incidentals, AA logs costs and collects receipts.  When approximately 80% is spent, FO replenishes the Petty Cash Fund.  Petty Cash is accounted for in QuickBooks as its own account.

3 Payroll

MCT follows procedures to ensure that payroll disbursements are made only upon proper authorization to bona fide employees, are properly recorded, and that related legal requirements (such as payroll tax deposits) are complied with.

i. MCT gives each employee a 2 week Time Sheet.  Each staff completes their own time sheet and returns it to FO.  Time sheets are approved by DED, but in her absence, by the ED.  The ED signs the DED’s Time Sheet .
ii. FO enters time sheet data into QB, which does the payroll computations; checks get produced, signed and approved per disbursement procedures described above.
iii. Per FSM National Law, FO submits payroll reports to the national government every quarter: she submits social security reports 10 days after the end of the quarter, and income tax reports 30 days after the end of the quarter. Failure to meet deadlines results in a financial penalty to MCT.
3 Travel

If an employee has work related travel plans, MCT will make a travel advance (TA) payment.  All travel must be in accordance with MCT’s travel policies and procedures.  All travel should be arranged and conducted with the aim to achieve the travel objectives at the least cost. TAs are based on thorough documentations outlined in the MCT Employee Manual.

i. Non-staff Travel
Consultants and other persons that may be authorized to travel on MCT expenses are subject to the same policies and procedures set out above, or in the future, for MCT staff and Board members.   

ii. Submission of Expenses and Clearance of Travel Advances
The traveler must submit a Statement of Travel Expenses within 5 working days of completion of travel.  The balance of any unused travel advance must be paid in cash or check upon submission of the statement.  If expenses have exceeded the advanced amount and such additional expenditure has been authorized, the statement will be processed as an invoice and remittance made to the traveler.

3 Fixed Assets/Property Management

MCT has a set of policies and procedures to ensure that fixed assets are acquired and disposed of only upon proper authorization, are properly recorded, and are adequately safeguarded and maintained.
i. MCT maintains a record of all fixed assets, including specifications about the product, when and from where they were purchased, and their rate of depreciation.  This includes furniture, office equipment, vehicles, etc. Capital needs are reviewed annually and priorities are established and budgeted. FO oversees budget of maintenance and purchase of fixed assets but may ask other staff to shop around to find a specific product within an established budget.

ii. Depreciation and disposal of fixed assets are recorded in Quick Books each year to accurately record and reflect their value to the organization.
iii. When MCT disposes of property, they will do so in an environmentally responsible way. Disposal must be authorized in writing by the ED or the DED. This authorization is collected to give to auditors at the end of the year. When disposing of computers and other office equipment purchased with a tax exemption from the government, they will notify the government that they are doing so.

iv. If MCT chooses to donate used assets to other organizations, they must give a Letter of Donation to the recipient that specifies the asset and its estimated value.  The recipient must give MCT a receipt for the donation. Both the Letter of Donation and the receipt will be filed for the auditors.

3 Vehicle Usage and Mileage

MCT owns a vehicle, which is available to staff for MCT-related travel.  The following apply:

i. When not in use, the MCT vehicle is parked at the office.  
ii. The AA is responsible for planning regular maintenance, including scheduling appointments for tune-ups and tire checks every 6 months.
iii. Each driver checks fuel level; if there is not adequate fuel, the employee must obtain the designated “Letter requesting a fill up.” This letter must be signed by ED or DED and taken to Ace Service Station where MCT has an account.  Staff member should bring back the receipt and give it to AA to put in Request Payment File. 
iv. Before taking the car, staff members write an entry in the Vehicle Destination Log, maintained by the AA, so that management knows where the car is and for how long at all times. 
3 Office Cleaning

MCT hires a cleaning person to clean the office once per week. Cleaning supplies are purchased by AA after she submits a request for payment.

3 Insurances

MCT buys building insurance to cover fire and theft, travel insurance, and car insurance to protect employees when they are driving the MCT vehicle.MCT conducts a regular risk management review to ensure appropriate insurances are in place to protect the organizations, its employees and its assets.
3 Records Management

MCT organizes and maintains both hard copy and computerized records of all significant activities and transaction.  Financial records are kept for at least three years, per FSM law, and longer as needed to fulfill grant agreements with donors.
3 Maintaining the Integrity of the Accounting System
The key tasks for maintaining the integrity of an accounting system include the following:
3 Segregation of Duties

No financial transaction is handled by only one person from beginning to end. This principle is central to MCT’s internal controls system. 
3 Bank Reconciliation

MCT receives monthly bank statements for its checking account and savings accounts. The FO and AA do the Bank reconciliation together through QB on a monthly basis. Once this is completed, the FO shares it with the ED or DED, who reviews it and signs off on it.
3 Financial Statements

MCT Finance Officer produces and provides quarterly financial statements to the Executive Secretariat and the Board of Trustees.
These include the:  

· Balance Sheet 

· Income and Expense Statement (consolidated) comparing budget to actual information, 

· Brief narrative report including highlights, important grants received, deviations from budget, etc.

· Fundraising Reports; actual vs. projections for donations; status report on all foundation proposals.
3 External Audit

Each year MCT hires an accounting firm to conduct its audit by March 31 of the next year. The auditing firm has full access to all MCT financial records. Their report includes audited financial statements for the entire organization, including Statement of Position, Statement of Activities, Statement of Cash Flows, and Statement of Functional Expenses. In addition the auditor provides a Management letter with recommendations, as needed to MCT Executive Secretariat and Board related to improving the accounting system, internal controls, and financial planning. Audit adjustments and recommendations will be implemented in a timely manner.

3 Receiving Mail

The AA goes to the post office several times per week to pick up all MCT mail.  Upon returning to the office, she will stamp each opened piece with a “received” stamp that includes the date.  She will sort it and distribute it to staff as appropriate.

Most MCT mail arrives electronically.  Each staff person is responsible for saving and filing important emails and attachments in 1) Outlook, which includes the date the email was sent, and 2) on the hard drive.

As grant proposals are received, they are also logged into the MCT Grants Book.
3 Sick and Vacation Time

Every 2 weeks, when completed Time Sheets are collected, the AA will record vacation days, sick days and personal days used in that pay period.  The FO will review and approve the AA’s work, and will oversee the Excel Spread Sheet developed for this purpose. 

Each pay period, employees will receive an update on their status related to how many vacation, sick and personal days they have accrued.
3 Procurement Policy

All purchases of goods and services above $250 must be made as a result of analysis of three or more competitive bids/quotations, when available, with a memo written for the file justifying the selection of a particular item or vendor, based on cost, quality, warranty, compatibility with present equipment, availability of service, etc.
3 Consultant Services

All consultants and other contractors will be hired through public advertising and analysis of three or more competitive quotations, when available. 

Staff requesting a consultancy service will submit a copy of the Terms of Reference for the proposed consultancy to the Executive Secretariat for authorization.  If authorized, the Financial Officer will approve the advertising expense and will prepare a consultancy agreement, based on the TOR. The contract will be signed by the ED.

All consultants must sign a contract with MCT outlining their work scope, timeframe, conditions, deliverables and payment schedule. Consulting work will not be started prior to having a signed agreement.
3 Records Backup System

Each staff member is currently responsible for backing up their files once a month on the external hard drive. In the future, the AA will back up each computer each week on the external hard drive.  A monthly copy of the backup disk, including Quickbooks, will be kept off site. 
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