ETUCE Internal Audit. 
Scrutineers’ Report on Accounts for 2007.

1.
General Points.

1.1 The scrutineers are delighted to report that the transparency, clarity and organisation of the accounts continue to be of a high standard under the skilful direction of accountant Roger Jonckeer. This full time appointment is valuable for both the organisation of the accounts and the requirements demanded in financial detail by the Commission. 
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.
Although this is regarded as the first fiscal year of the Foundation it actually covers 26 months from October 2005 to December 2007. During that period the Foundation signed 3 Grant Agreements with the European Commission and 3 with the Education, Audiovisual and Culture Executive Agency. It also entered into a formal Service Agreement with the ETUCE which it instructed to implement the Activities relating to the signed agreements. The persistent time delay between Agreement, implementation and final full payment is still often painfully long so that there can be a gap of over a year before payment is received on a project by the Foundation and therefore before it can then pay the ETUCE for the work done. 
2.2.
During the fiscal year activities relating to 3 Agreements were completed: “Social Dialogue III” for which the final grant was paid, and “Work- Related Stress and “Teachers for Social Europe” for which the final reports were sent but Commission approval and the final grant have not yet been received. The activities of 2 Agreements, “Europe Needs Teachers” and “Truce- Violence in Schools”, did start before the end of the fiscal year, in November and September, but will not be finalised until the next fiscal year. These Agreements brought advances of euro 74.394,00 and euro 64.786,00 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.
Activities relating to “Elfe2” (January 2008-December 2009) will start next year. For the first time the Foundation faced the problem that with 2 of the 3    Agreements signed with the Executive Agency (Teachers for Social Europe and Elfe2) the Agency requested a bank guarantee to cover the first advances. The first guarantee of euro 64.000,00 was provided from the Foundation’s assets which meant that money is then tied and inaccessible until the final grant payment. However interest (currently 3.25%) is paid on this reserve and the bank then only charges 1% for its service.
2.4.
The Foundation did not have sufficient capability to tie down the euro 106.970.00 needed as guarantee for the second Agreement and had to reach agreement with ING Bank to act as the guarantor. This arrangement costs the Foundation between 3%-3.5%. The Scrutineers appreciated the need for liquidity and the difficulty of tying down a large sum for a long period but saw the financial cost of the lack of sufficient Foundation assets to provide itself as guarantor (about euro 3.200,00p.a). The bank charges for 2007 totalled euro1.167,84 and are likely to continue to rise. The Scrutineers wondered whether creative arrangements from a union’s assets could be explored as an alternative solution.
2.5 The Foundation’s assets and financial report are in the public domain and have to be published in the Belgian Gazette on company information. This also has a cost of euro 314.73 which with the audit costs resulted in a Foundation deficit of euro 396,81.
2.6 This situation is a cause for concern. Although last year we accepted that rationally there was little purpose in tying ETUCE finance into the Foundation it is appreciated that euro 100.000,00 could still be expected to be transferred to the Foundation under the original planning. This transfers the problems to the ETUCE whilst leaving the Foundation more secure. However the external and bank pressures make this an increasingly possible requirement.
2.7 In addition to achieve full grants on some projects is increasingly demanding; for example, the Daily Subsistence Allowances and maximum staff rates are strictly applied even for minor differences. The level of detailed and receipted information is an absolute and demanding requirement for grant success. The staff is to be congratulated for their skills and effort in achieving grants particularly from the Agency.
3.
The ETUCE-CSEE.

3.1 The increase in dues from 0.27 in 2006 to 0.302 in 2007 has brought an increase in income of euro 89.075 or 13%. This will rise again in 2008 to 0.313 but this growth can be seen as essential. In 2006 there was a deficit of euro 43.198,00 supported by reserves. In 2007 in spite of additional income in dues there is a deficit of euro 102.658,00.
3.2 The Scrutineers are aware that 2006 included income from projects closed in the year but covering activities from previous years and thereby raising the income level. This was not the case in 2007 as project finances are now updated. The decrease of euro 111.175,00 from projects more than offsets the increase in dues ending in a total decrease of income of 22.192,00.
3.3 The Scrutineers are concerned at the unrealistic expectations for income from Project Activities. In the budget for 2008 a projection of achieving euro 165.000,00 whereas the reality based on previous experience would suggest the achievable maximum is closer to euro 50.000,00. This is still a valuable benefit for both income and ensuring an active and effective organisation.
3.4 The dependence on due payment from EI has continued to be regular and positive although there may be over reliance on outdated membership figures which are limiting possible income increases.

3.5 The current reserves of the ETUCE, after the deduction of the 2007 deficit, stand at euro 164.741,00 but euro 100.000,00 of this is committed to the Foundation and may have to be transferred in 2008. This leaves only euro 64.741,00 which can be felt as secure assets. If the deficit is repeated these reserves could be lost within one or two years.

3.6 There were budget savings in that there was no General Assembly which meant that although the cost of a Council Meeting has to be set against this approximately 10,000 euros were saved.

3.7 Savings were also made by linking Networks to project activities so they brought no additional costs.

3.8 The production of a History of the ETUCE may have been valuable and timely but created an unbudgeted expenditure of euro 31.000,00.

3.9 Staff salary revisions were achieved by retirement and pension benefits which controlled salary levels by preserving their interests, but cost euro 27.000,00 this year. In addition the ETUCE now has to meet the fulltime accountant costs when these were previously shared with EI. Staffing costs continue to form approximately 50% of the budget once payments from the Commission are received. Savings have been made by not replacing with temporary staff a maternity leave although there must be concern on the workload implications for all.
3.10 The main areas of activity reflected closely expenditure in previous years.

3.11  In 2006 a negative budget proved very accurate in reality. The decision of the Bureau to reject items on a deficit budget seems dangerously unrealistic to the Scrutineers. To have an expectation of a loss of only euro 2.819,00 seems irresponsible. The Scrutineers believe the reality may be between 50.000,00 to 60.000,00 euros.

3.12  In addition there is no allowance in the budget for a General Assembly. Although it may be acceptable to leave all these costs to 2009 the additional financial pressure this would cause must be considered.
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4.
Conclusion.

The Scrutineers continue to be pleased at the clarity and organisation of the information provided but wishes to express a growing concern at the excess of expenditure over income. This is building a future crisis which can only be supported by reconstruction, or increasing dues, or improving the efficiency of their collection. There would seem to be limited opportunity of increasing the income from the EU Commission through the Foundation. 
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