ETUCE Internal Audit 
Scrutineers’ Report on Accounts for 2008
1.
General Points
1.1 The Scrutineers have been very pleased to note that the improvements in the handling of accounts have continued to be maintained.  The administration, organisation, transparency and clarity of the financial arrangements are of a very high standard. The work of the accountant, Roger Jonckeer and his administrative support has been a crucial factor in maintaining such a high standard. Their analysis and care has brought maximum benefits to the ETUCE.
1.2 The accounts have undergone professional auditing by Ernst and Young thereby providing financial security for the transactions made and in their words giving “a true and fair view of the Association’s financial position and the results of its operations”. As scrutineers our responsibility lies more in the general political consideration of those processes and the long-term financial security of the organisation. 
1.3 The separation of Foundation and ETUCE accounts continues to be a major benefit. 
2.
The Foundation 

2.1.
The Foundation is now operating in a totally independent framework.  The original arrangement for the Foundation means that a further capital injection of 100.000 € has not been inserted because it is apparent that it is at the moment not needed, and to move 100.000 € from ETUCE into the Foundation could create unnecessary pressures.

2.2.
During the fiscal year activities relating to 4 Agreements were dealt with: 
· “, Social Dialogue IV”, Truce – Violence” and “Europe Needs Teachers” for which the final reports were sent but Commission approval and the final grant have not yet been received. 

· “Elfe2” activities started in January 2008 and, as it is a 2 year project will end in December 2009, a first advance of 106.970 € was paid by the Agency and a second one of 93.465 € will be paid begin 2009

The activities of 3 Agreements, “Gender Equality”, Work Related Stress II”  and “Social Dialogue V”, did start before the end of the fiscal year, in December and September, but will not be finalised until the next fiscal year. These Agreements brought advances of 71.530 €, 56.593 € and 73.052 € € respectively from the Commission but it will be 2009 before the full grant is paid and that is dependent on the final Report.

Scrutineers were pleased that former problems of Report completion no longer existed.
2.3.
The Agency of European Commission (EACEA) still requires a bank guarantee  to cover advances.  At the end of the fiscal year, the ING Bank guarantees 3 advances from the EACEA: one for “Teachers for a Social Europe” and 2 for “Elfe2”. Where a deposit to secure the bank guarantee can be provided, it ensures interest is paid on the reserve and the bank then only charges 1 % for its service.  The Scrutineers were pleased to note that two out of three of the guarantees were able to operate with a deposit and thereby bringing some financial benefits. Only one guarantee cost the Foundation in bank charges because the need to ensure adequate cash flow meant a deposit was not possible
2.4.
The bank charges total of 2.083,66 € was better than budgeted for  but are higher than last year’s costs as they include the cost of a second bank guarantee for EACEA.  These charges with the costs of audit are an inevitable financial drain.
2.5.
It is essential that all participants in seminars, conferences, meetings which are part of ETUCE projects present their claims and receipts promptly, otherwise there is a risk of further delay in payment to the Foundation when the system is already a protracted one.  

2.6. Scrutineers felt that the accountant’s claw-back of 10 % on all projects in budget planning from the original figures given to the Commission was a sensible and cautious approach.

2.7. The Foundation at the end of 2008 had assets of 491.444 €, but this very positive public face has to acknowledge that its long term liabilities were for the same amount. However, it is very pleasing to see that the Foundation is in now a strong and increasingly sound financial position. The close of year saw a surplus of income over expenditure of 632,19 € which offsets last year’s deficit of 396,81 € very positively.
2.8. Congratulation is due in particular to the skill of staff who always strive to maximise grants by regularly monitoring projects so that opportunities are not lost to maximise where projects could come into the budget and to evaluate whether the focus for the expenditure is appropriate. The understanding of the operations which are influenced by varying attitudes of different Agencies and regular monitoring to keep up to date are guaranteed by the effort, ability and understanding of these complexities by the staff.
2.9. The budget planning for 2009 appears much more realistic and sound than in previous years and is an excellent step forward.
3.
The ETUCE-CSEE
3.1 The increase in dues from 0.302 in 2007 to 0.313 in 2008 has brought an increase in income of euro 816.754 € against 804.220 € in 2007. In 2008 in spite of additional income in dues there is a deficit of euro 33.641 €. However, this is a great improvement on last years’ deficit of 102.658 €.  

3.2 A major factor in this improvement has been a very careful control on staff expenditure which meant a maternity leave was extended without replacement, a member of staff leaving was not replaced and an individual staff member was allowed to reduce her time commitment by 10 %.  This produced an overall saving of 23.345 € (despite that three index-linked staff increases in 2008 created an unexpected burden of about 34.000 €), and has been a major factor in reducing the deficit. However, although the Scrutineers welcome such careful control, there is a concern that the situation may ultimately place excessive burdens on remaining staff and ask the situation be kept under regular review.
3.3 The major burden of cost on ETUCE is that of representatives and staff costs. 
3.4 The Scrutineers are pleased that the negativity in expectations from project activities has been wrong.  There is a valuable benefit emerging from project activities which is helping the ETUCE.

3.5 The dependence on due payment from EI is now settled and regular payments are made usually between May and July.  However, ETUCE has no control over the invoice membership figures, their reliability or the pressure to achieve full dues.  Any failure within the EI system has a cost-implication for the dues in ETUCE.  Scrutineers are aware that EI is striving to update its invoice figures and would urge all member organisations to operate positively with EI to ensure this happens.

3.6 The main areas of activity reflected closely expenditure in previous years.

3.7 The budget for 2008 was prepared in the past and has not proved to be very accurate (for example over dues).  However, Scutineers were heartened by the clearly more effective and efficient budget planning for 2009.  Here costs were based on current figures with alterations where necessary.
3.8 Scrutineers welcome the response to the report in 2006, to see that there was now some additional training for staff, both in languages and IT skills, the latter necessitated because of updating of the computer-system. 

4.
Conclusion
The Scrutineers continue to be pleased at the clarity and organisation of the information provided. Although deficit levels have been considerably reduced to 33.641 € compared to 102.658 € in 2007 the Scrutineers are still concerned at the excess of expenditure over income. The Scrutineers appreciate the inclusion of asset depreciation which is essential to ensure the future replacement of equipment. An acceptance of a regular deficit could build a future crisis which can only be supported by reconstruction, or increasing dues, or improving the efficiency of dues collection. There would also seem to be some opportunity of increasing the income from the EU Commission through the Foundation which could help, but would be a limited amount. 
The Scrutineers wish to thank the staff for all their support and help in compiling this Report and for their valuable and skilful handling of the finances throughout the year. The improvements in process each year are noteworthy and positive.

[image: image1.png]





[image: image2.png]



Sue Rogers 





Frank Kuijpers
