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Introduction
This document CP 5.01B Financial Control and Administration Policy EXAMPLE is a completed example of an Incorporated JV Financial Control and Administration Policy Document that follows the CP 5.01 Guidelines for Financial Control and Administration.
This document is discretionary and provided to assist JVs who wish to use the this CP 5.01B Word template to develop their own Financial Control and Administration Policy Document based on their own JV Governing Documents and other directions of the JV Board. The values provided within this document are examples and are not a recommendation of best practice and should be reviewed to suit the JV’s specific requirements.
1 FINANCIAL CONTROL AND ADMINISTRATION POLICY
1.1 Objective

This document summarises the financial control and administration policies for the ZYX Limited (JV) as defined in the JV Governing Documents and approved or agreed by the JV Board.

The objective is to establish and maintain financial controls and administration procedures which comply with statutory requirements, control financial risks, follow business principles, maintain Participants' financial assets and deliver continual improvement in financial performance as defined by Participant KPIs.
1.2 Definitions

1.2.1 JV Governing Documents

The suite of legal agreements, including the Participants’ Agreement, between the Participants and other parties which together commit the Participants and the JV to how they have agreed to conduct their JV business (which include agreed operating standards and business principles).

1.2.2 User

A JV Participant or other party that has an agreement to use the JV to throughput fuel volume
1.2.3 Key Positions

JV Manager

JV Supervisor

Administrator

JV Accountant – external company

1.3 Financial Roles and Responsibilities and Delegations of Authority

A Delegation of Authority document (DOA) is produced and approved by the Board for key processes within the JV. The DOA sets the authority limits for key positions and is reviewed and updated by the Board every 2 years. The current DOA is attached in Appendix 1.
In periods of absence, the JV Manager may delegate their authority to the JV Supervisor by documenting in writing for a specific period of time. This delegation evidence shall be retained for a period of 3 years.
JV job descriptions also contain individuals’ financial and administrative responsibilities. 

1.4 JV Financing and Dividend Policy

1.4.1 Participant Loans
The JV policy as stated in the Operating Agreement is to request Participant Loans in direct proportion to its Shareholding for additional long-term capital requirements of the JV and be approved by majority decision of the Shareholders. The terms of the repayment are set at the time of each loan but are also subject to JV entry and exit provisions.
1.4.2 Bank Accounts and 3rd Party Loans (Bank Financing)

Opening or closure of any JV bank account shall be approved by the Board.

The JV policy on the dealings with banks and other financial institutions is stated in the JV Participant Agreement. The JV can raise 3rd party loans with the unanimous approval of the Board. Such loans, overdrafts and other borrowing facilities from third party lenders place certain obligations on the JV. A copy of all agreements is held by the JV Manager who reviews compliance with the requirements it places on the JV and reports to the Board annually.
1.4.3 Dividend Policy

The JV Operating Agreement states the dividend policy for the JV. Dividends are approved annually by the Board with the target that dividend levels should not reduce from year to year. All cash not required for the following operating year should be distributed to Shareholders.
1.5 Capital Expenditure 

1.5.1 Definition

Items of equipment purchased by the JV are treated as Capital Expenditure if over $5,000 and the anticipated service life is in excess of 1 year. 
Items with a purchase price of less than the expenditure limit or service life need not be capitalised. 
1.5.2 Capital Expenditure Plan and Capital Expenditure Budget Approval

The JV Manager maintains a Capital Expenditure Plan for a minimum of the next 2 years detailing proposed asset purchases. This is submitted to the JV Board at the 3Q Board meeting for approval of Capital Expenditure Budget for the following year.

An Authorisation for Capital Expenditure is documented for each capital commitment, identifying the budget year and description of the capital item or project with estimated start and completion dates, estimated cost/benefits and estimate accuracy (+/- percentage). All Capital Expenditure authorisation requests require approval in accordance with the DOA.
The JV Manager has authority, subject to the purchasing procedures and limits detailed in the DOA to commit expenditure and approve invoices for payment. 
1.5.3 Management of Capital Projects

Individual project files are maintained containing records of internal and external project approvals, tenders, copy invoices and final capitalisation details.
A report indicating actual expenditures against approved Capital Expenditure Budgets is prepared as a part of the Management Accounts.
Project over-runs require additional approval if they are anticipated to exceed the approved budget by 5%. 
Once the project is completed it should be capitalised within 3 months in accordance with the JV Governing Documents and local accounting practices. 
1.5.4 Maintenance of an Asset Register and Depreciation Schedule
An asset register with original cost, depreciation and depreciated value is maintained in an excel file by the JV Accountant and updated annually. A copy is held by the JV Manager.
All capitalised items of equipment are uniquely identified on the asset register showing the purchase date and cost. A capital depreciation schedule is prepared in accordance with the following depreciation periods: 
Buildings 


– over the remaining period of the lease

Tanks 


– 25 years 

Office Equipment

– 10 years (except computers 4 years)

Refueller Vehicles
- 12 years

Other Vehicles 

– 6 years

1.5.5 Disposal of Assets

The JV Manager has authority to dispose of surplus capitalised assets that had an original cost of less than $10,000. All other capital disposals require JV Board  approval. Unless otherwise agreed by the JV Board , all disposals where realisable asset is expected to be in excess of $20,000 shall be in accordance with a sealed bid procedure using the same process as for tenders in section 1.6.4 below. If an asset requires a write off due to a realisable value being less than current net book value it shall only be made with the approval of the JV Board.
1.5.6 Asset Register Verification (Physical Count of Assets)
The assets appearing in the asset register shall be physically verified as existing at the site each December by the JV Manager. Any differences between the assets appearing in the register and assets on the site shall be advised to the JV Accountant and included in the Board review of the annual accounts. At least every 5 years the asset verification shall be carried out by an independent third party nominated by the Board.

1.6 Operating Expenses 

1.6.1 Annual Operating Expense Budget Approval

It is the responsibility of the JV Manager to present at the 3Q Board meeting for approval a proposed Operating Expense Budget for the following year.
The Operating Expense Budget is to be broken down into major areas of expenditure. The proposed increase in JV employee remuneration and benefits are to be specified for Board approval.

1.6.2 User Fees
To ensure the JV’s user fees fulfil principles of transparency, JV’s operating budgets contain the fully built up cost of operating the JV including:-

· Direct operating costs;
· Participants’ support costs (management and technical services, audit and inspection costs);
· Participants’ uninsured risk costs,

· JV operating profit (for managing the day to day operation) 
· Depreciation costs
· JV’s return on assets utilised to provide required services to Users
The Operating Expense Budget and the forecasted airport sales volumes are used to calculate budget user fee unit rates for all Users for the low, medium and high volume uplift bands as set in the annual Operating Expense Budget. 
1.6.3 Amendment of User Fees

The user fees may be adjusted during the year with Board approval if they are estimated to over or under recover the forecast operating budget.
A year end reconciliation is carried out and any over or under-recovery is used to adjust the final user fee for the year. The JV Manager should notify Users of estimates in December so that Users can make their own year end provisions.

1.6.4 Operating Cost Report versus Budget

The Quarterly Management Accounts include a report of actual expenditures against approved Operating Expense Budgets and are distributed to JV Participants.
1.7 Purchasing / Tender Process
1.7.1 Purchasing Procedures

The JV Manager receives annual training in Anti-Bribery and Corruption, Anti-Money Laundering, Trade Sanctions and other local regulations and considers such legislation in dealings with suppliers.
Training and any further assistance or advice on appropriate due diligence procedures is provided by Participant [B].
1.7.2 Financial Commitments and Invoice Approval
Purchase Orders & invoice approval levels of the JV Manager & Board Directors are specified in the DOA. Where Board Director authority is required, it shall be obtained by e-mail & a copy of the e-mail retained with the order.
Purchase Orders (or Blanket Purchase Orders) are prepared for all purchases of goods or services. 

Blanket Purchase Orders with a maximum duration of one year may be established with regular suppliers of goods or services where many items of a similar nature are purchased from the same supplier during a year. The JV Manager has authority to sign Blanket Purchase Orders with an annual value as specified in the DOA. Amounts in excess of this limit require approval of a Board Director. The JV Manager and JV Supervisor have authority, up to their purchase order authority limits per item, to call off goods and services against approved Blanket Purchase Orders. An up to date list of current Blanket Purchase Orders is held by the JV Manager.
Authority limits for approval of invoices are the same as the purchase order limits. A check is completed by the Administrator that the invoice received is correct and that the goods or services have been provided. 
1.7.3 Payment Process

The authorised cheque signatory list is held by the bank and a revised list is approved by the Chairman of the Board when changes occur.
It is the responsibility of the Administrator to prepare the cheque payments for signature by the correct level as specified in the DOA. The JV Manager signs the weekly payroll list before payment by the payroll agency.

1.7.4 Purchasing Tender Process
Competitive tenders (quotes) are required for purchases of equipment or services in excess of the value stated in the DOA when the following process is used:-

· Tenderers should all be on the Approved Suppliers List or added if required,

· There should be at least 3 Suppliers asked to tender,
· Qualifying tenders are to be received by the specified submission date with Tenders received late returned to the Tenderer.

· Bids are opened and reviewed by the JV Manager and a JV Supervisor.

· Provided that the Tenderer meets the tender specification the lowest bid should be accepted.

Competitive tenders are not required if:

· The specialist nature of the equipment or services means that there are less than three suitable suppliers available, or
· By special written waiver from the Chairman of the Board due to exceptional circumstances (e.g. the cost of delaying the purchase is unacceptable).

1.7.5 Purchasing Terms and Conditions

The JV has a set of standard terms and conditions to provide to Suppliers.
1.7.6 Approved Suppliers List

The approved list of major and specialist fuelling equipment suppliers is maintained by the JV Manager for significant purchases. 
The purchase limit above which only suppliers on this list need to be used is on the DOA.  Any supplier of goods or services shall only be removed or added to the list with the approval of a representative of the JV Board, though the JV Manager is responsible for making recommendations. Purchases should be made using the approved suppliers and in cases where this is not possible, justification for not using approved suppliers shall be documented, e.g. single source justification and approved by a representative of the JV Board.

1.7.7 Register of Consumable Stocks (Materials, Spare Parts etc.)

A Register of Consumable Stocks for vehicle and other maintenance spare parts over $300 is held by the JV Supervisor. The Register has details of each item and the purchase price. The minimum critical level of essential spares is also held in this register. Every 6 months the JV Manager checks the quantity of consumables as appearing in the register versus the actual quantity held and investigates the reason for any difference.

1.8 Routine Accounting Procedures
The JV Accounting Procedures Manual contains routine accounting procedures that need to be completed to control the JV, how they are to be completed and who completes each task. The Manual and any updates are approved by the Board and includes the following areas:
1.8.1 Invoicing User Fees
Invoices for User fees are issued monthly for the actual monthly volumes per User by the 7th of the following month. The payment terms are for Users to pay their invoice by the end of the month of issue.

1.8.2 Daily Record Keeping and Periodic Account Reconciliation.
All invoices, receipts from sales and other financial transactions are input to the XYZ accounting system by the JV Accountant.
Each month, the JV Accountant completes a reconciliation of the bank account and the Administrator for the Petty Cash account. A reconciliation of the purchase ledger, sales ledger and other accounts are completed quarterly by the JV Accountant. All reconciliations are reviewed and approved by the JV Manager

1.8.3 Accounts Receivable

Each month, the JV Manager reviews the aged debtor report and follows up any overdue debts with those debtors. Any debt overdue by more than 30 days is to be reported to the JV Board.
1.8.4 Accounting Provisions and Write-offs
Provisions and write-offs are made in accordance with the DOA and details included in the Quarterly Management Accounts.
1.8.5 Cash Sales

Cash received for sales are stored in a secure safe, counted by 2 people and banked within 3 days into the bank account nominated by the relevant Supplier. 

1.8.6 Petty Cash Accounting and Control

The petty cash float held by the Administrator is as set by the Board and replenished monthly. Invoices are obtained and recorded for all purchases. These are reviewed by the JV Manager prior to the end of month replenishment.
1.8.7 Periodic Management Accounts

Quarterly Management Accounts are prepared by the JV Accountant. It is the responsibility of the JV Accountant to check the accounts and to record any necessary accruals and adjustments. The contents of the Management Accounts are:-

· Financial KPI vs. Target Report Summary

· Profit and Loss Report

· Balance Sheet

· Volume analysis

· Expenditure versus capital budget
· Expenditure versus operating budgets

· Full year profit forecast (6 monthly)
· Cash flow forecast (6 monthly)
1.8.8 Custom Duties, Indirect Taxes (e.g. VAT) and Other Taxes
VAT on JV activities is calculated quarterly by the JV Accountant and reviewed by the JV Manager before payment is made to Customs. 
1.8.9 Administration of Payroll

The Administrator maintains records of overtime hours worked and sickness records for all JV employees. All overtime & sickness is approved by the JV Manager before the monthly payroll schedule is sent to ABC Payroll Agency for processing by the 25th day of each month. The JV Manager reviews the payroll proposal sent by the ABC Payroll Agency before the end of the month before the ABC Payroll Agency processes employee and tax authority payments on behalf of the JV. The JV Manager completes month versus month checks by employee to check for an unusual payments.
1.8.10 Administration of Pension Schemes

ABC Payroll Agency calculates the monthly payment to the DEF Pension Plan and advises the Administrator of this amount, who raises a cheque payment for approval in line with the DOA. The monthly payment consists of the contracted percentage of employee salaries equal to the amount deducted from monthly salaries, plus the contracted JV contribution.
1.8.11 Administration of Other Employee Benefits

The Board approved performance bonus payments and holiday entitlements are monitored by the JV Manager.
1.8.12 Employee Expenses Policy

The JV Manager shall submit business expenses to the Chairman of the Board for approval. Other employees need to agree expenses with the JV Manager in advance who also approves payment subject to the DOA limit.
1.8.13 Records Retention

A records retention guidance document is in place defining the retention period for all important documents. This includes financial accounting documentation, e.g. invoices, annual accounts, bank statements, that shall be kept for a period of 7 years
1.9 Systems

1.9.1 Systems Controls 

Systems used for financial and operating purposes are risk assessed for impact of loss of the system or data. The systems that are currently assessed as having a material risk to the JV are the GHI Accounting System & the JKL Airport Stock Accounting system. Appropriate controls are in place including:- 
· A support agreement with the vendors for resolution of issues within 72 hours plus a general computer support agreement for 24 hour support for general computer hardware & software problems at the JV. Stock control can be completed manually for the 72 hours maximum expected outage period 72 hours and the accounting system is not time critical for that period.
· All computers have logon passwords and each person needing access to JV systems assigned their own Identification (ID) other than the generic sales ticket entry ID.
· Virus protection software is installed on all computers.
· There is weekly back-up of key systems & spreadsheets.
1.9.2 Aviation Fuel Stock Accounting and Control 
Stock accounting and control procedures comply with JIG Bulletin 54 and are documented separately.
1.10 Communication Procedure for Changes in User Contract / Credit Arrangements

All communications between JV employees and Users are in accordance with the JV Core Principles. The JV has established clear communication procedures for the following:-

· All Users need to notify the JV of start date and end date of all new contracts before the end of each month and any particular contract requirements (e.g. additional services, split contracts and contract volume splits such as long-haul/short-haul & seasonality 

· Users need to inform the JV by e-mail when a customer is no longer to be supplied by the JV for credit or other reasons
· Users need to provide a 24 hour contact number to allow JV to check whether customer can be fuelled on credit (e.g. ad-hoc customer).

· JV staff are trained on procedures to check customers can be fuelled on credit for contract / card customers.
1.11 Financial Audit Procedures 
1.11.1 Appointment of Auditor

The annual accounts are prepared by the JV Accountant and audited by the independent auditor appointed by the JV Board.
Appointment of the auditor is reviewed by the Board every 3 years.
1.11.2 Annual Audit and Submission of Statutory Accounts
The auditors discuss any proposed changes or recommendations with the JV Manager before preparing draft audited accounts. The draft audited accounts are circulated to the JV directors for approval. Final audited accounts are signed by the directors and the auditors.
Accounts are submitted to Companies House by the end of the September following the year end.
1.11.3 Participant & Other Audit of JV

Any JV Participant or other party who wishes to conduct an audit of the JV needs to give a minimum notice of 1 month to the JV Manager. Any audits should be arranged to minimise the inconvenience to the JV Operation.

1.11.4 Airport Authority Audit of JV Activities
Airport authorities and other parties are allowed access to audit in accordance with the commercial agreements with these parties.
1.12 Assurance that JV, Participant and User Insurances are in Place

The level of cover and confirmation that the insurance is in place is reviewed annually. The insurances listed below are required by the shareholder agreement.

· Users aviation liability [$1 billion],

· JV Operator aviation liability [$1 billion]
· JV Operator’s employee liability [$8 million],

· JV public liability [$100 million],

· JV property damage [$95 million],

· JV business interruption [$15 million – equivalent of 2 years airport rent],

· JV vehicle 3rd party liability [$10 million],

· JV Directors and Officers liability [$5 million].

APPENDIX 1 – DELEGATION OF AUTHORITY (DOA) – XYZ LIMITED
Note: This guide is designed to provide easy reference to the specific authority delegated by the Board of XYZ Limited to enable the efficient and controlled day to day management of the business. If no specific reference is made to delegation then, as normal, the authority resides with the XYZ Board.

	DOAG Profile
	Job Title Authority Holder

	A
	Shareholders

	B
	BOARD

	C
	Director

	D
	JV Manager

	E
	JV Supervisor

	F
	Administrator


Approved by:
__________________________

Name:

__________________________

Position:

Chairman of the Board

Date:

__ / __ / __
	Delegation of Authority (all figures in K USD)
	Shareholders (A)
	Board of Directors

(B)
	Individual Director

(C)
	JV Manager

(D)
	JV Supervisor

(E)
	Administrator

(F)

	1. MATTERS RESERVED FOR SHAREHOLDERS
	
	
	
	
	
	

	1.1. Changes to the JV Governing Documents
	X
	
	
	
	
	

	1.2. Endorsement of waivers to minimum operating standards (e.g. JIG)
	X
	
	
	
	
	

	1.3. [Refer to shareholders agreement to add other matters]
	X
	
	
	
	
	

	2. 1. ORGANISATION & CORPORATE MATTERS
	
	
	
	
	
	

	2.1. Elect JV Committees and delegate express authorities to officers in accordance with local laws/regulations
	
	X
	-
	-
	-
	-

	2.2. Adoption of shareholder policies or strategic directions, including significant changes in operating practices
	
	X
	-
	-
	-
	-

	2.3. Establish / change general guidelines / policies (financial / administrative) following shareholder guidelines / policies
	
	X
	-
	-
	-
	-

	2.4. Adoption of Delegation of Authority document (Review required every 2 years)
	
	X
	-
	-
	-
	-

	2.5. Assign individuals to authority profiles within DOA document
	
	Level C/D
	Level E/F-
	-
	-
	-

	2.6. Opening /closing of bank accounts & agreeing banking terms & conditions e.g. overdraft limits.
	
	X
	-
	-
	-
	-

	2.7. Appointment of the JV Manager.
	
	X
	-
	-
	-
	-

	2.8. Start legal proceedings
	
	X
	-
	-
	-
	-

	2.9. Settle litigation / claims
	
	X
	25
	1
	
	

	3. BUSINESS PLANS
	
	
	
	
	
	

	3.1. Approve Operating Expense Budget & Capital Expenditure Plan
	
	X
	-
	-
	-
	-

	4. CONTRACTS, AGREEMENTS, LEASES & COMMITMENTS
	
	
	
	
	
	

	4.1. Purchase order approval (note 5)
	
	X
	200
	20
	10
	-

	4.2. Purchase order approval for goods & services from related parties e.g. shareholders, JV Participants.
	
	X
	-
	-
	-
	-

	4.3. Blanket Purchase Order approval
	
	X
	200
	20
	-
	-

	4.4. Capital Expenditure Authorisation approval (within Plan)
	
	X
	500
	20
	-
	-

	4.5. Approve Capital Expenditure over-run over 5%
	
	X
	30
	-
	-
	-

	4.6. Approval of JV standard purchasing terms & conditions. 
	
	X
	-
	-
	-
	-

	4.7. Set level at which tenders are required 
	
	X
	-
	-
	-
	-

	4.8. Add a vendor to the Approved Suppliers List
	
	X
	X
	-
	-
	-

	5. PAYMENTS
	
	
	
	
	
	

	5.1. Payments (e.g. Invoices) under the terms of reviewed contracts, purchase orders, agreements, leases, commitments, etc.
	
	X
	500
	20
	10
	1

	5.2. Approve monthly payroll payments
	
	X
	500
	50
	-
	-

	5.3. Corporate and other taxes (e.g. Income, excise duties, etc.)
	
	X
	500
	-
	-
	-

	5.4. Employee expenses (except own)
	
	X
	20
	2
	-
	-

	5.5. Payment of penalties and fines
	
	X
	5
	-
	--
	-

	5.6. Payment of interest for late payment
	
	X
	25
	1
	-
	-

	5.7. Payments not covered above (e.g. without contract)
	
	X
	20
	5
	-
	-

	5.8. Approval of monthly petty cash
	
	X
	5
	1
	-
	-

	6. PERSONNEL MATTERS
	
	
	
	
	
	

	6.1. Establish Employee Expenses policy 
	
	X
	-
	-
	-
	-

	6.2. Hire regular employees 
	
	X
	X
	-
	-
	-

	6.3. Hire temporary / fixed term / agency staff 
	
	X
	X
	-
	-
	-

	6.4. Terminate employees contracts
	
	X
	X
	-
	-
	-

	6.5. Authorise Salaries and discretionary bonus
	
	X
	X
	-
	-
	-

	6.6. Authorise Overtime & other payments within policy
	
	X
	X
	X
	-
	-

	6.7. Authorise holiday carry-over greater than policy 
	
	X
	X
	-
	-
	-

	6.8. Grant special leave of absence
	
	X
	X
	-
	-
	-

	7. 6. GENERAL
	
	
	
	-
	-
	-

	7.1. Approve disposal of asset (original cost value)
	
	X
	50
	
	
	

	7.2. Approve accounting provisions & write-offs
	
	X
	50
	1
	
	


Notes:

1. X = unlimited authority

     - = no authority

    Amounts in $k excluding VAT

2. Payments to suppliers require a supporting invoice or equivalent - the invoice, order or receipt must have a minimum of 2 signatures verifying the transaction.
3. Approvals should be by hardcopy signature though e-mail approval accepted for Directors.
4. The JV Manager may delegate their authority in writing to the JV Supervisor during periods of absence.

5. Tender process using suppliers on the Approved Suppliers List is required for purchases over $30,000.
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