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	Title of the training
	Political Finance Transparency and Regulations


	Trainees
	· Party Leadership (Members of Presidency / Executive Board, Secretary General)
· Party’s regional representatives
· Party officials who deal with financial oversight and/or management
· Representatives of Women and Youth Forums
· Candidates


	Training Objective
	The goal of this training is to introduce party representatives to key concepts of political finance regulatory systems and principles that guide the regulation of political finance. This includes an overview of basic components of political finance regulatory systems and international and regional conventions, which are provided as annexes. In addition, the training aims to educate parties on voluntary disclosure of financial reports as a means for increasing public trust in their integrity. Group work is suggested as a means to strengthen their knowledge about local regulations governing political finance. 


	Training Outcomes
	
Parties start internal discussions about increasing political finance transparency 
[bookmark: _GoBack]Parties are better equipped to implement political finance regulations in accordance with national legislation and international standards.
Parties draft and improve internal regulations on managing, overseeing and disclosing financial reports.


	Key Topics
	What is political and electoral finance?
Components of political finance regulatory systems
Political parties’ internal regulations 


	Duration
	5 hours (approx.)

	Training Methods 
	Presentations, Brainstorming, Breakout Groups, Facilitated Discussions  

	Resources Needed
	Flip Chart, Printed Annex 1 A4 papers, stickers


[bookmark: _Toc109831671]Training overview









[bookmark: _Toc109831672]Training Agenda[footnoteRef:1] [1:  This is only a generic agenda; the trainer should feel free to tailor it accordingly. ] 



	Timing
	Topic
	Training Method
	Resources

	00:00 – 00:20
	Introductions
· Ground rules 
· Expectations 
	
	Flip chart

Stickers

	00:20 – 
01:10
	What is “Political Finance”, how do we define it and why it matters?
	Presentation

Facilitated Discussion



	


	01:10 – 01:40
	What are the key components of a political finance regulatory system? 

	Presentation

Facilitated Discussion
	Flip chart


	01:40 – 02:00
	Break
	
	

	02:00 –
02:45
	Income and expenditures
	Presentation

Brainstorming
	Flip chart



	02:45 – 03:15
	Disclosure, oversight and enforcement 
	Presentation

Facilitated Discussion
	Flip chart



	03:15– 04:00
	Party internal regulations 

	Presentation

Facilitated Discussion
	Flip chart


	04:00 - 04:30  
	Exercise

	Breakout groups

Facilitated Discussion
	Flip chart



	04:30 - 
05:00
	Training Reflections and Summary 
	Facilitated Discussion
	















[bookmark: _Toc109831673]Introductions

The trainer welcomes the participants and introduces himself/herself then participants are given the chance to introduce themselves. The attendees might introduce themselves by mentioning their names, position within the party, and the reason they decided to attend today's workshop. The latter is crucial for you as a trainer to understand each participant's motivation, or why they decided to attend a training on this particular topic. This could help you in better managing the workshop's conversations and content. The trainer could also come up with other creative ways to conduct the introduction session, such as having each participant present the person seated next to them by stating two or three qualities that best describe that person.

After the presentations, you might want to consider establishing ground rules for the training, such as for e.g. keep the phone on silent, please use the phone outside of the room, respect each-other’s opinion, speak only when you are given the floor, etc. Use a flipchart to write down the ground rules first and then put it in the wall so that you can refer to as needed in case participants are not respecting the rules. After setting the ground rules, it might be useful to ask participants to list their expectations from this training. Use another flipchart to write down the expectations from the training (or you might also use yellow stickers and ask participants to write down at least two or three expectations and they can stick them in the flipchart). It’s important for you as a trainer to understand the expectations of the group and address them from the outset, by acknowledging that the training will be able to address either most of them or at least some of them. 

[bookmark: _Toc109831674]What is “Political and Electoral Finance”?

Let’s begin the training by first defining what is political and electoral finance. The term “political and electoral finance” (PEF) refers to all the resources acquired and spent by electoral candidates and political parties for election campaigns and or party operations. In other words, it encompasses both political party funding and campaign finance. Campaign finance is more narrowly-defined and covers funds raised and spent for electioneering purposes. Party funding includes not only campaign expenses, but also costs of maintaining permanent offices; carrying out policy research, engaging in political dialogue, voter registration and other regular functions of parties.[footnoteRef:2]  [2:  Political Finance Oversight Handbook, IFES, Washington DC, 2006 pp 7-8  http://www.ifes.org/sites/default/files/tide_political_finance_oversight_handbook_0.pdf] 

When we say “resources” we don’t only mean financial resources but also other resources such as “in-kind” resources that parties and candidates can avail themselves to, as for e.g. venues used for electoral purposes which are provided for free (or at a discounted rate) either by the state or private donors, or other types of services which are given at no cost (or at a discounted rate). In other words, it entails any funds or others type of support that political parties and candidates use for the purposes of funding their campaign. However, these “resources” could be legal or illegal, for e.g. if an incumbent candidate or party is taking advantage of the state resources by using them in an illegal way, then they are undermining the principle of equal chances in a campaign, and are seriously hampering the chances of other contestants to win elections.  As you provide some basic explanations as what is political finance, you might want to ask participants about the importance of regulating this area. Ask them why they think that political finance is important to be regulated? 


[bookmark: _Toc109831675]What are the key components of a political finance regulatory system? 
Starting from the premise that political parties and candidates are essential to a democracy and require sufficient funds to run successful election campaigns, then we all should accept that they should be entitled to funding, both public and private. On the one hand, international agreements recognize the freedom of organization and assembly, the right to privacy, and the freedom of expression in addition to establishing the right to vote and participate in political processes. However, in order to maintain the integrity of the election process, certain regulations should be introduced to prevent excessive influence from affluent donors, preventing malign foreign influence, conflict of interest and ultimately corruption of the election process. The principle of accountability, on the other hand, asserts that political players must be held accountable for their acts through rigorous oversight and sanctions. Such principles, serve as the foundation for global rules on political funding. The regulations around the world, have one common purpose: prevent illicit money and undue influence in the election campaigns. Interest in political finance has increased over the last decades with more and more countries regulating this area, however each country has a different approach to the regulation and different scope as well[footnoteRef:3]. [3:  See IDEA database at http://www.idea.int/data-tools/data/political-finance-database.
] 

A good system for regulating political finance should be built on a well-developed set of components, and there are a number of widely accepted principles regarding the objectives that regulation of political finance is intended to achieve. As mentioned above, different countries take a different approach in terms of the scope of regulations however we can generally distinguish four areas in political finance regulating regimes. 
1. Sources of income (monetary and in-kind); 
2. Expenditures;
3. Disclosure requirements; 
4. Oversight & Enforcement.  
[bookmark: _Toc109831676]Sources of income: There are two distinct sources of income: first is state funding and second is private funding (individuals and legal entities). In some countries parties and candidates can also obtain loans from the banks to fund their campaign or political parties can generate their own incomes to fund party and election operations (for e.g. membership fees or rental fees). For each of these sources of income there are rules that govern the amounts, criteria for distribution, ceiling and permissibility, that parties and candidates should abide by. For e.g. for the state funding there are specific criteria in the legislation that determine which political parties and/or candidates are entitled for it and how the public funds are distributed. The state support may take the form of financial subsidies (such as direct public money) or indirect assistance, including free or discounted use of state services or property. The amount of public support varies from country to country, but eligibility requirements are important considerations everywhere public funding is provided because the creation of new political parties may be challenging if the eligibility requirements are set too high. On the other hand, improperly lax qualifying requirements can save otherwise dying parties and they may also promote the formation of phony parties whose founders are more interested in obtaining government funding than in putting up election platforms. Some of the criteria used for distribution of state funding might include for e.g. the number of votes obtained in the previous election, the degree of representation in the elected body, or the number of candidates/constituencies in which the party is running[footnoteRef:4].  [4:  OECD (2016), Financing Democracy: Funding of Political Parties and Election Campaigns and the Risk of Policy Capture, OECD Publishing, Paris at pages 37-45.] 

On the other hand, private donations have been praised as a way for political parties and politicians to connect with the public and ask for support. Also, for the funding obtained by private donations (individuals or entities) there are rules that govern who are the eligible donors and what are the maximum amounts that they can donate. Obviously, there is a reason why the law sets some limits in terms of the amounts that a given individual or company can give to a certain party or candidate. This would be a good moment for you as a trainer to ask participants why should the law impose such limits on donations? You should emphasize though that not all countries impose limits on donations, some of them do not, for e.g. the US. However, some countries do set limits on expenditures that a political party or candidate can incur.



In France private entities such as companies are not allowed to donate, and both anonymous and foreign donations are illegal in many other countries. The reason why the law in some countries sets limits on donations is to prevent undue influence over a political party or candidate. Imagine if a company or person donated millions of euros to a party or a candidate. Our first reaction would be: "Why is this company or person doing that?" What's the motivation therein?  During this session of the training, you might use similar questions to encourage some group discussion on the caps for donations.



[bookmark: _Toc109831677]Expenditures: Controls on expenditures is another important component of the political finance regulatory systems. When it comes to expenditures, usually the regulations impose caps on how much a political party or candidate (or non-contestant campaigners explained below) can spend on its electoral campaign and/or banned types of expenditures. As you start speaking about caps on expenditures, this might be an adequate moment for you as a trainer to engage participants in a discussion about why regulations should impose caps on the amount of expenditure that a given party of candidate can incur (what is the rationale behind)? This would encourage some critical thinking and would help them understand the rationale behind such regulations.



Generally, the spending cap applies to all expenses incurred, whether by the central office of the party, its district/branch offices or its candidates. It is important that the law is as clear as possible on the definition of what constitutes "election expense" and the duration of the election campaign so that spending cap can be enforced properly. In some countries, as for e.g. in Albania, the electoral law stipulates that regardless of when the expenses were incurred, for as long as it was incurred for electoral purposes, then it counters toward the spending limit and is reported as such. Different countries employ different methods to determine the limit or spending caps for election campaigns. Some determine the expenditure cap based on the average monthly earnings or minimum wage, while still others take into account the population of the electoral area or the number of votes when determining the absolute limit. Whatever strategy is used, the cap must be appropriate. If it is set too high then it won’t serve the purpose, and if it’s set too low, it can prevent effective electoral campaigning and might even induce parties or candidates to circumvent rules in place. 
Some countries can place limitations on specific spending categories in addition to spending caps. The most typical ones are restrictions on media advertising. Misuse of public funds is another area where the regulations need to be clear otherwise the incumbent party or candidate can unduly take advantage of resources which otherwise are not available to the other electoral contestants. If that was the case, when the separation between party and state does not exist and the power of incumbency is exploited, then we lose the core tenet of democratic governance—equal treatment and equal access to the election process. Vote-buying is another negative phenomenon that undermines the integrity of elections. However, even though it entails use of money (usually criminal) for election purposes, it’s an area that is not regulated by political finance regimes as it would fall under criminal activity which is otherwise stipulated in the other laws, such as the criminal code. 
We should note that in particular over the last decade, the evolution of the digital world has also shaped the way how political parties and candidates run campaigns. A great deal of attention has shifted to online campaigning and this has brought about new challenges regarding reporting and transparency of expenditures but also has opened venues for online foreign influence. The law has to catch up with these new trends in a number of countries and fill in any gaps on the reporting, monitoring, and transparency standards for news portals, websites, and social media which are used as venues for the dissemination of political and campaign materials.
There is an emerging trend of so called “third parties” or “non-contestant campaigners[footnoteRef:5]” who are playing an ever-increasing role in the election campaigns by supporting a given candidate or party or campaigning against a certain candidate or party. The amount of money spent by “non-contestants” at times can be significant and in countries where no regulation exists on non-contestants, then they can be used to channel illicit money in the campaign or parties can use these venues to circumvent expenditure caps. More and more countries are turning their attention towards regulating such groups or individuals. However, we will not extend more on this topic as it would require a separate training to discuss non-contestant campaigning, but it’s worth mentioning to the participants as a general concept.    [5:  “Third parties” is used interchangeably with “non-contestant campaigners”, the latter is gaining wider use recently among the community of international experts who conduct research on political finance. ] 

[bookmark: _Toc109831678]Disclosure requirements: One of key the factors in any political finance system is transparency: knowing where parties and politicians obtain their funding from and how they use it. This is the part of the training where you could focus not only on what disclosure requirements might be set out in the law, but emphasize the role that parties themselves can play by strengthening their internal rules of procedure on financial management and voluntary disclosure. How can political parties gain electoral advantage by making financial transparency? See the section below on political parties’ internal rules of procedure.


International conventions, protocols and guidelines affirm the importance of transparency and accountability in party finance as a tool for protecting voter rights; keeping the public informed; holding political parties accountable; and preventing corruption.[footnoteRef:6] Disclosure and independent oversight of party finance are two main tools for transparency and accountability in party finance. The methods used to accomplish reporting and disclosure obligations differ from one country to the next but regardless of it, reports must be timely, complete, detailed, and understandable in order to be transparent. The manner the financial data is made available is crucial since transparency is a key element of almost every political finance regulating scheme. Information reporting and dissemination possibilities have been transformed by developments in information technology (IT) which are shaping the way how we obtain information, not just in time but also in the way how it presented.  [6:  OSCE/ODIHR Guidelines on Political Party Regulation, adopted by Venice Commission on October 25, 2010, paras 201 – 206, at http://www.osce.org/odihr/77812?download=true ] 


There is a general absence of information reported and published electronically in a format that allows the viewer to conduct in-depth searches of published material, despite the fact that some governments have IT-enabled systems and/or e-filing systems in place for internal purposes. This limits the ability of the general public, the media, and civil society to examine how the law operates, check on its compliance, and/or hold the regulator accountable. Parties, candidates, oversight and enforcement organizations may all report and publish information more easily with the help of a well-designed IT system.

A sufficient amount of information must be provided in a format that enables effective oversight and compliance checking. The demands of people who must adhere to the reporting obligations must also be considered. For instance, the legal deadlines should enable the reporting organization enough time to gather and verify the necessary information. It must also be taken into account how much, when, and in what format of the information supplied to the oversight body will be made public. Information that needs to be reported can be entered, transmitted, and questioned with the aid of digital technologies.

International standards on party finance disclosure require data to be: 

· Summarized and itemized, clearly distinguishing between income and expenditures;
· Accessible, in terms of presentation and description, so that members of the public can easily find or obtain the information disclosed (e.g. through prominent links on party websites or on the sites of oversight bodies);
· Timely, to allow for maximum “real time” information with minimal burden to political parties and contestants;
· Comparable (based on standardized reporting templates issued by the oversight body and used by all reporting entities) so that the public and oversight agencies can easily identify trends and differences between parties or candidates and over multiple periods; and
· Downloadable, for data available electronically.[footnoteRef:7] [7:  See the open election data initiatives listed in Election Data Guide, NDI, http://www.openelectiondata.net/en/guide/principles/ ] 

Good practice emphasizes:
· Data to be machine readable and searchable, so that members of the public can query the data; 
· Information to be separately identifiable (by income and expenditure as well as by headquarters, branch and candidate); and
· Thresholds for reporting donations to the oversight agency be meaningful, i.e. sufficiently detailed, to facilitate transparency and the fight against corruption. 




Each country's socio-legal-political environment has an impact on all facets of political finance regulation, but it is most perceptible in the area of reporting and publishing financial data. What must be disclosed to the monitoring body may be subject to constitutional or other restrictions. Such legal restrictions might for e.g. include those governing the protection of personal data. Some countries require the disclosure of political party donations that exceed a predetermined amount but not those that fall under a given amount. 


[bookmark: _Toc109831679]Oversight and Enforcement: The requirement for an efficient oversight and enforcement system is the last element of any political finance regime. This implies that there must be a body or entity in charge of monitoring adherence to the legislation, and apply penalties for non-compliance. Legislation should precisely outline the authority of the governmental agency tasked with monitoring and implementing party financial regulations. Regulatory authorities must be impartial and well-resourced to carry out their mandate in order to effectively supervise party financing. A regulatory authority should create, publicize, and uphold an enforcement policy that outlines the strategy, values, and steps it will take to carry out its mandate. They must have the power to compel the efficient application of the legal framework, including the following:

· Providing advice and guidance to political parties to facilitate compliance; 
· Engaging with political parties and other external stakeholders (such as civil society) in designing templates, policies and reporting/disclosure mechanisms; 
· Proactive monitoring of party activity to provide a basis for assessing the completeness of financial reports so that its auditing is meaningful and not simply an exercise in ticking boxes; 
· Using technology and other tools to maximize transparency; and
· Assessing the effectiveness of the regulatory framework.

Political parties and other organizations should be required by law to report certain types of information to the oversight body, and the oversight body should also be required to publish certain types of information. Parties as a whole, specific candidates, and independent lists of candidates should all be subject to these restrictions for income and expenditure. The monitoring organization must provide instructions on how to determine the value of in-kind donations, citing any index of prices set by statistical authorities. The law should provide for proportional and appropriate sanctions for violations.[footnoteRef:8] [8:  OSCE/ODIHR Guidelines, para 211 - 217] 


Around the world, various countries have employed different models of oversight mechanisms, for e.g. the responsibility for oversight is given to the election management body, whereas others give this responsibility to a government ministry. Other options include giving a court, a state audit institution, or a specialized body the responsibility for oversight. Regardless which organization is in charge of supervision, the oversight body must have the proper resources—including personnel, policies, and procedures—to carry out its duties. The political will is crucial for such body to carry out its mandate. 

Administrative fines, forfeitures, required corrective actions, cuts to public funding, deregistration, and/or criminal punishments are all examples of sanctions. However, sanctions should be effective, proportionate and dissuasive. These are the three guiding principles when drafting the sanctioning policy. Sanctions should be used to correct the problem, penalize the offender so they don't profit from their misconduct, and discourage future non-compliance. The idea that sanctions should be "effective, reasonable, and dissuasive" is widely shared on the global stage. Of course, only having such sanctions authorized by law is insufficient unless they are really applied impartially and without bias. However good practice suggests that regulatory bodies should engage in preventive rather than punitive approaches. This would entail informing political parties of upcoming report deadlines, evaluating filed reports for accuracy, and raising concerns with parties.
In order to enforce compliance, some oversight bodies might engage in real time election campaign activities monitoring. The advantages of "real time" monitoring range from encouraging good behavior (political entities are aware that they are being watched, which may deter them from underreporting spending) to giving the regulator the chance to spot potentially improper behavior and bring it up with the political entity before a violation actually occurs. It also provides a basis for evaluating submitted reports based on the evidence that has been presented. Monitoring activities should be carried out based on thorough risk assessments, which is good regulatory practice. Cases of non-compliance must be evaluated and, if necessary, investigated when they are discovered through the oversight body's monitoring program and/or through complaints made to the agency.
In certain countries, the oversight body may be permitted to undertake a thorough investigation, whereas in others, it may only be permitted to perform a preliminary investigation before referring the case to another body (such as the prosecutor's office, an administrative division, or a court).

[bookmark: _Toc109831680]Political parties’ internal rules of procedure

Sound internal financial management practices are key building blocks for external transparency and accountability. They build public confidence in parties’ commitment to accountable management of resources, and help to ensure that financial information disclosed accurately reflects reality. Political parties can increase public trust, establish credibility, and promote fundraising by practicing sound and proper financial management. Parties require precise protocols for keeping track of who donates money to the party and its candidates, how that money is utilized, and how it is reported in order to maintain internal accountability. One of the main goals of such regulations is to make sure that money supplied to party representatives and staff is utilized effectively and solely for the benefit of the party. Such mechanisms aid in shielding parties from financial scandals that could harm their reputation.

When parties receive government subsidies, they have a greater obligation to handle their finances appropriately. Legal frameworks specify certain financial management and/or reporting procedures for political parties in many European countries and the US. Political parties are obligated to publish information on each donor, including name, address, date of donation, amount, and kind, on their websites. Political parties must include donor information in campaign finance reports as well as the rationale of each cost. The price of media advertising utilized during the campaign must be made publicly available by political parties, independent lists, and candidates. But even in the absence of such legislative requirements, internal financial transparency is politically advantageous. Public disclosure of party accounts helps parties to dispel public skepticism that party actions are motivated more by pleasing donors’ private interests than by the general welfare[footnoteRef:9] [9:  National Democratic Institute, Minimum Standards for Democratic Functioning of Political Parties (Washington D.C.: National Democratic Institute, 2008), p 8. ] 


Below are some general guidelines that aim to strengthen political parties’ internal management, oversight and disclosure of financial reports:
Internal controls: Party rules should designate a sole individual wholly responsible for financial management. Staff with the knowledge and backing to ensure efficient management of party resources is necessary for good financial management. The chief financial officer should be a merit-based, fully paid post in larger organizations that is only open to those with an accounting degree. Smaller parties should still adhere to these standards, although a volunteer or part-time financial officer may be more practical. Financial responsibilities of the Chief Financial Officer (CFO) that can be conducted independently should be limited and clearly defined, i.e. what type of contracts the CFO can sign alone, vis-à-vis contracts that need a second signature or approval of a governing/oversight body before signing. An internal party governance structure that holds the CFO to account should be detailed, including the establishment of some oversight board such as for e.g. National Finance Committee (NFC) (or Financial Oversight Board) at national and local levels to oversee and sign-off on reports produced by the CFO.

Internal controls or checks and balances help ensure that:
· Assets belonging to the party are protected;
· Financial records are accurate and up to date; and
· Fraud, human mistakes are detected and prevented
Rules and procedures should set:
· controls (limits) on expenditure approval authority for budget holders; and
· clear guidelines and timelines for reporting by branches and candidates. 

Handling donations (income): Internal policies should specify what kind of donations are permissible and inappropriate, as well as how to handle them. Some parties lay out precise standards for candidate fundraising and record-keeping, while others provide clear limits to restrict cash handling. The code of conduct specifies where money should be deposited, how checks should be addressed, forbids accepting donations from impermissible donors, and reaffirms the party's dedication to adhering to disclosure laws. 

Recordkeeping & Accounting Systems: Systems for tracking revenue and expenses for political parties must be reliable and accurate. These include:

· Defined procedures for processing money and maintaining records (to include supporting documentation for each entry);
· Registering contributions in the party's books, including the evaluation of in-kind contributions and sponsorship deals; and 
· Regular physical cash counts and bank statement comparisons with party records.

Internal auditing and reporting: Political parties require financial reports and current data to track expenditure in order for party officials to make choices about how to best manage their funds. Income and expenses should always be included in reports, and both should be compared to budgets. They should give enough information to ensure proper oversight. It is advised to set up a National Audit Committee (NAC) at both the national and local levels of the party to supervise and approve things relating to policies on expenses and income, staffing arrangements within finance departments, and any instances of non-compliance.

Independent auditing: It is best practice for parties to have their financial reports submitted to the authorized oversight agency previously having undergone an independent audit. External, independent audits are helpful in confirming the correctness of party financial records and the efficiency of cash management and recording systems, even when they are not required by law or made public. This enables party leaders to hold financial officers responsible for their actions and to increase the trust of party members in the efficient and open administration of resources.


[bookmark: _Toc109831681]
Annexes

[bookmark: _Toc109831682]Key documents:

· OSCE/ODIHR Guidelines on political party regulation 2011
· United Nations Convention Against Corruption 
· Council of Europe Recommendation 2003(4)
· Copenhagen Document (CSCE) 1990
· Venice Commission Guidelines on the financing of political parties 2001

[bookmark: _Toc109831683]Sample exercises:

As a trainer your goal should be to ensure that participants have a better understanding not only of the general principles regulating political finance and what the core components of political finance regimes are, but also what are the regulations governing political finance in their respective countries. In order to reinforce their knowledge, you might want to divide the participants in group of four or so (bigger groups are not recommended as some of the participants might not engage as they should) and provide each group with few questions as below. Give each group about 20 minutes to prepare and 10 minutes to present. 

Group 1.

1. What are the permissible sources of funding for my party and candidates?
2. Who are permissible and impermissible donors? List them down in a flipchart and explain why? Which ones (if any) are considered in conflict of interest?
3. What are the sanctions for not complying with the law?

Group 2.
1. Are there donations caps that your party should abide by? What about expenditure caps?
2. What regulations apply to candidates self-financing of the campaign? Do they differ from the rules that apply to private donations?
3. Does your party have internal rules in distributing campaign funds for candidates? If yes, please describe.

Group 3.
1. How should cash donations be handled and what should your party do before accepting them? What about donations via bank, credit card, etc?   
2. List few typical examples of what constitutes abuse of state resources during election campaigns!
3. Describe few examples of in-kind donations and what are the rules for valuing and reporting it?

Group 4.
1. What steps must your party take with regards to raising election funds in order to ensure that is abiding by the legal requirements?
2. What are the rules regarding campaign spending? What expenses are to be included as campaign spending?
3. What reports are to be submitted by your party, where should they be submitted and what is the timeframe for doing so?
2

