July 7, 2007.

Report of SI Audit Committee on the SI 2004 Financial Accounts

as presented by the SI Treasurer 

for the purpose of external audit performed in 2007 in India

1. The members of the Audit Committee, elected in February 2006, 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 SI 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 Committee were not able to check and  review detailed financial documentation supporting individual book entries due to lack of technical and organizational possibilities. 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 SI 2004 Financial Accounts, was making all the required book entries and was responsible – together with the SI Treasurer -  for all technical aspects leading to producing the balance sheet as well as the profit and loss report. Thus the Audit Committee is of an opinion that the integrity, accuracy and professional qualities 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.

Section approved by Miroslaw Wasilewski

Section approved by Florencio Gomez with the following comment: “In the second part, 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 I suggest you to change taking in consideration the limited resources of Servas and I 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: “I 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 SI accounts, book-keeping practices and polices, accountability 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 SI in the sense that it is not presented in the SI accounts for 2004. The unsettled and unaccounted for individual advances to SI Officers and ex SI 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 to 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 settled immediately by giving a cut off date after which they need to be followed up for settlement. Finally, it is important that provisions need to be established at the year end for all the non settled 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, 2006.

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 unsettled or unaccounted for advances to Servas officers and other persons as of December 31, 2004.”
4.5. 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 possibilities for seeking cost effectiveness and savings, especially whenever the travel expenses, operational costs and financial costs are concerned.

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 external 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.

4.7. 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 1st 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,

Florencio 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,

Florencio Gomez.
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