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AUDITOR'S REPORT -
TO THE MEMBERS OF
SERVAS INTERNATIONAL, ZURICH, SWITZERLAND.

We have audited the attached Balance Sheet of SERVAS INTERNATIONAL (SI), Zurich,
izerland as at 31¢ December 2004 and also the annexed Income and Expenditure Account
for the year ended cn that date. These financial statements are the responsibility of the SI
management. Our responsibility is o express an opinion on these fnancial statements based
on <ar audit.

We have conducted our audit in accordance with the auditing standards generally accepted in
Those Standards require that we plan and perform the audit to obtain reasonsble
urance about whether the financial statements are free of material misstatement. An audit
on a test basis, evidence supporting the amounts and disclosures in the
1 statements. An audit also includes assessing the accounting principles used and
ificant estimates made by management, as well as evaluating the overall financial
presentation. We believe that our audit provides 2 reasonable basis for our opinion.

We report that:

2) We have obtained all the information and explanations, which to the best of our knowledge
and belief were necessary for the purposes of our audit;

b) In our opinion, traditional books of accounts viz., Cash/ Bank books, Journal Register and
Ledger Accounts only, have been kept by Servas International, Zurich, Switzeriand so far
a3 it appears from our examination of these books;

¢} The Balance Sheet and Income and Expenditure Account dealt with by this report are in
agreement with the books of accounts maintained by Servas International, Zurich,
Switzeriand.

4 Attention invited to the following:

L Non provision of reimbursement of expenses, if any, incurred by former/ present
Executive members/ officers, Refer Note No. B 1{a);

i Non availability of conftrmation on existence of Fixed Assets and review of
Ppolicy on purchase and disposal of these Assets, Refer Note No. B 2(a);

i#. Recoverabllity of advances from former/ present Officers / Executive members,
Refer Note No. B 2b);

2. Confirmation with regard to unused stamps with Servas Countries, Refer Note
No. B 2(cj;

2. Implementation of accounting procedure / system for receipts, issues and stock
of stamps, Refer Note No. B 3(a);

vi. Non availability of vouchers and supporting documents, Refer Note No. B S{a);

vii. Ratification / approval for expenditure incurred by the former/ present Executive
Committee Members and other Servas Officers, Refer Note No. B 5(b) j
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€ In our opinon and to the best of our information and explanations given to us,
subject to our comments in Para d (J to (»if above and its consequential effect, if
any, on Income & Expenditure for the year 2004 thereon which can not be q'nlnﬂﬂnd,
the said accounts read together with the Notes t Accounts give a true and fair view in
conformity with the accounting principles generally accepted in India:

-ase of the Balance Sheet, of the Stats of affairs of Servas International, Zurich,
Switzerland as at 31st December 2004 And

Income and Expenditure Account, the excess of Expenditure over
ed on that date.

i) in the case of ¢
Income for the year

for VASUDEV PAI AND COMPANY
Chartered Accountants

N it o

Place : Bangalore, India. T VASUDEV FAI
Dated: 02 05 o7 M.No.20906
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INCOME & EXPENDITURE FROM 15t JANUARY 2004 TO 3st DECEMSER 2004
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SIGNIFICANT ACCOUNTING POLICIES & NOTES FORMING PART OF ACCOUNTS
FOR THE YEAR ENDED 31.12.2004:

A. Significant Accounting Policies:

1) Recognition of Income and Expenditure:
All items of income and expenditure have a material bearing on the financial statements are
recognized on accrual basis and interest on Bank Deposit is accountad on receipt basis.

2) Fixed Assets:
Fixed assets are stated at cost less depreciation.

3) Depreciation:
During the year, the Depreciation has been provided on fixed assets at the rates herein
below mentioned:

31.12.04 311203
Computer S 33.33% 33.33%
Software - 50.00% 50.00%

The depreciation on Fixsd Assets sold has been provided on pro-rata basis, ie., up o the
date of sale.

B. Notes on Accounts

1. Liabilities:

) The Labilites of Servas International consist mainly of reimbursement of expenses
advanced by Officers.

The actual reimbursement of expenses has to be made to the Officers only after
reconciliation of these accounts country-wise/ person-wise.

Further the stamp fee recoverable account and/or advance to officers have also to be
reviewed before reimbursement.

b) The advance compensation from Servas Countries, Advance Receipts of Stamp Fees and
Other Short-Term Credits mainly consists of opening balances as on 01.01.2004. In the

absence of detailed schedule of these accounts, we are unable to form an opinion on these
accounts. .
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Assets:
2) Fixed Assets:
The Sl has the following Fixed Assets listed in the Balance Sheet:

i) Computers - 3 Nos.
) Book keeping Programme - 1 No.

The confirmation on physical existence of these assets has 1o be cbtained and the policy
‘with regard to purchase/ disposal of these Assets has also to be reviewed.

b) Advances to Officers:

In the absence of party-wise details of these advances, we are unable t form any opinion
on its recoverability.

<) Stamp Fee Debts Recoverable from Servas Countries:

Represents the amount recoverable towards issue of stamps by Servas International.

In the absence of detailed records, confirmation with regard to the opening and closing
stock of stamps with Servas Countries including the invoice-wise details for issues of

stamps during the year, we are unable to form an opinion as the exact amount of stamp fee
recoverable from Servas Countries.

Income Recogaition:

2] Stamp fes collections from Servas Countries:

The detailed records with regard to opening stock, receipts (bill-wise), issues (imvoice-wise)
and closing stock of stamps are not available with Servas International.  Hence, we are
unable form an opinicn on the total stamp fee collected as income during the year 2004,

b) Other income:

Represents the advance from Area Coordinators and other Servas Officers which are no

more payable and written back amounting o CHF 696.74 and profit on foreign currency
conversion amounting to CHF 22.00.

Expenses:

a] SI Conference expenses:
Represents the net of registration fees collected and the payments made towards
accommodation and traveling expenses 1o National Secretaries on behalf of delegates.





[image: image6.jpg]Consumables for Laptops -Cl A

Membership fee paid to other organization CHF  470.00
Loss on sale of fixed asset CHF 1594.42
Expenses incurred for Youth Project CEF 16292
Other petty expenses CHF 37288
Total CHF 2687.22

{) Bank expenses represent payment order and other eXpenses debited by the Bank and
foss on foreign exchange conversions,

5. Others:
2] Most of the vouchers, records and other supporting have not properly arranged and
produced for verification,

As per our report of even date
4 for VASUDEV PAI & CO,

7 Chartered Accountants
A ’(L{“I g o
P £7 T VASUDEV PAT
Hony. President M.No.20905
e o
e
2 Hony.Senemr?\ Fony. Treasurer
Place : Romgain Place : Bangalore, india.

Dated: oz Ny o7 Dated: o3 Moy ©F
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July 7, 2007.

Copy nr .. out of 5.

Report of S| Audit Committee on the SI 2094 Financial Accounts
as presented by the S Treasurer

for the purpose of external audit performed in 2007 in India

1. The members of the Audit Committee, elected in February 2008, reviewed and
inspected the following materials:

a) the balance sheet and the profit and loss report for 2004,
b) the report of the external auditor.

2. The members of the Audit Committee considered additional oral and written
comments and explanations obtained from SI President and from the
Treasurer.

Section not approved by Florencio Gomez who wishes to add the following
paragraph: “The member Florencio Gomez is against this point, because he
never received such information given at the Frankfurt’s meeting, and he has
never informed about:

Who organize such meeting?, what was the proposal?, what was the agenda?,
if it was an official meeting of the Committee?, what was discussed?, what
were the conclusions and the information given for the president of Servas in
such meeting?, and if some Servas budget was expended and how?.”

3. Based on the above the Audit Committee is of an opinion that the balance
sheet and the profit and loss report, together with the report of the external
auditor, present true and fair view of the financial situation of Si as of the end
of 2004 and make a sound basis for closing the Sl accounts for 2004.

4. The Audit Committee wishes to make the following additional comments on
the 2004 accounts:

4.1. The members of the Audit Committes were not able to check and review
detailed financial documentation supporting individual book entries due to lack
of technical and organizational possibilties. The Audit Committee recognizes
however the fact that a member of the Audit Committee, who obtained a leave
of absence and did not take part in the final review of the S 2004 Financial
Accounts, was making all the required book entries and was responsiole —
together with the SI Treasurer - for all technical aspects leading to producing
the balance sheet as well as the profit and loss report. Tnus the Audit
Commities is of an opinion that the integrity, accuracy and professional
qualiies of this person guarantee the correctness of all financial data
presented in the balance sheet and in the profit and loss report to the degree
that was possible to achieve in current conditions.
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Section approved by Florencio Gomez with the following comment: “In the second
panrt, the paragraph 4.1 you wrote “lack of technical and organizational
possibilities”, if it is an honor point for you I will be neutral, but | suggest you
to change taking in consideration the limited resources of Servas and | believe
that it too strong to say that. Instead, you can indicate the specific aspects
where Servas has these deficiencies and how to improve them.”

Rita Torsvik made the following remark: “/ follow Florencio Gomez's comment and
will be neutral”.

4.2. The Audit Committee agree with all the points of the report of the external
auditor. Some of these points must be considered as crucial and openly critical
about the state of the S| accounts, book-keeping practices and polices,
accountabilty of stamps and advances, management of fixed assets,
supporting documentation as well as policy on provisions.

4.3. The Audit Committee is of an opinion that it is unfair to claim that any
money is missing in the finances of Sl in the sense that it is not presented in
the Sl accounts for 2004. The unsettled and unaccounted for individual
advances to SI Officers and ex S| Officers pose a difficult and serious issue
however, both in financial and organizational terms. This issue must be a
matter of deep concern. In the opinion of Audit Committee each of these
advances need 1o be identified and settled case by case by Exco ascertaining
whether it is recoverable or to be written off as non-recoverable. More exercise
of control and monitoring must be employed in the area of advances. It is
suggested that a principle of asking the officers to pay out of their personal
money and then claim reimbursement by producing the expense statement
supported with bona fide invoices and cash memos should be used more
often. The advances should be settied immediately by giving a cut off date
after which they need to be followed up for settiement. Finally, it is important
that provisions need to be established at the year end for all the non settied
advances.

4.4. The Audit Committee recommends EXCO to publish a case-by-case list of
all unsettled or unaccounted for advances to Servas officers and other
persons as of December 31, 2004 — possibly without presenting names of the
individuals in question but with numerical codes representing each case —
together with a brief explanation of the approach intended by EXCO for each
case and a status of each individual case as of December 31, 2005 and then
December 31, 2008.

Florencio Gomez wishes to add the following individual comment: “The member
Florencio Gomez proposed that our 2004 report must include a case-by-case
list of all unsettied or unaccounted for advances to Servas officers and other
persons as of December 31, 2004.”

45. The Audit Committee sees no grounds for objecting any cost item as
excessive or unjustified or unreasonable, especially when applying the
2006/07 evaluation perspective. At the same time the Audit Committee
recommends to look for and to explore all possibiliies for seeking cost




[image: image9.jpg]effectiveness and savings, especially whenever the travel expenses,
operational costs and financial costs are concemned

4.6. The external auditor report was prepared under the Indian Statutes which
are not familiar to the Audit Committee but the auditor has found a good
solution for the accounting process, the accounting policies applied are proper
and in conformity with the statements. The Audit Committee obtained
satisfying explanations that the exteral audit does not need to be done
according to the Swiss law, being the law of the domicile of SI, and that the
reporting according to the Swiss reporting norms is not required either.

47. Bank Ledger vouchers and bank statements are required for the
verification. It is also necessary to check out whether SI is getting the best
rates of interest for the corpus deposit money and also seek banks which can
offer low rates of service charges for conversion and remittance to overseas

payees.

4.8. Additionally Florencio Gomez wishes to include the following statement:
“The member Florencio Gomez taking in consideration that the funds
from the stamps are our main income, proposed to include a list of
Countries with all the unsettled or unaccounted payments of the 2004
stamps made or not after March 1% 2005.”

Section approved by Miroslaw Wasilewski
Section introduced by Florencio Gomez
Section approved by Rita Torsvik

The above report was prepared by SI Audit Committee elected in February 2006 and
consisting of

Miroslaw Wasilewski, Convenor,
Rita Torsvik,
Florencic Gomez.

The above report is approved by all members of the SI Audit Committee with
additional individual comments and remarks attached to the sections 2, 4.1, 4.4 and
4.8 as presented above in detail.

Miroslaw Wasilewski, Convenor,

Rita Torsvik, T \Q | ('\3\\,(&
A

Florencio Gomez.
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