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ST Exco member motion for SI Exco decision Full Version

Title of motion (3-5 words):
SI DV motion to approve SI financial reports

Heading for motion (No more than 10 words)

SI DV motion to accept the Audited SI financial reports for 2019-20

SI Exco member proposing motion:
Jonny Ségénger (SI P) & Radha B. Radhakrishna (SI T) SI Exco

Brief summary of the motion:
To approve the April 1 2019 — March 31 2020 audited accounts (Financial statements, External audit
report, Internal audit report, and EXCO response to the internal audit report attached).

Background information and reasons for proposing the motion:
This is routine business required under our statutes.

Likely benefits for Servas International and national groups if the motion is passed:
Provides transparency on Servas International Finances.

Resource implications if the motion is passed in terms of time, human resources and specialist
expertise:
Someone needs to write the standard SI DV motion mentioned above.

What are the budget implications, if any, of the motion for Servas International in the short and
longer term?
None.

What are the budget implications, if any, of the motion for national groups, in the short and
longer term?
None.

Identify who should be responsible for the actions arising from the motion in terms of planning,
development and management, for example which officer within SI Exco or SI Committee:
SI Treasurer and/or the SI General Secretary, in cooperation with the ST DVA.

Would there be any implications for the Servas International statutes if the motion is passed?
None.

What is the likely impact if the motion is not passed?
There is a risk of delay in the SI member group acceptance of the audited and approved annual SI
accounts (financial reports).




Independent Auditor’s Report

TO THE MEMBERS OF SERVAS INTERNATIONAL, ZURICH, SWITZERLAND

REPORT ON THE FINANCIAL STATEMENTS

We have audited the accompanying financial statement of SERVAS INTERNATIC AL
(SI), Zurich, Switzerland which comprise balance Sheet as at 31% March 2020, the Statement
of Income & Expenditure for the year then ended and a summary of significant Accounting
Policies and other Explanatory Information.

EXECUTIVE COMMITTEE’S (EXCO) RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The EXCO is responsible for the preparation of these financial statements that given a true
and fair view of the financial position and the financial performance of the SI in accordance
with the generally accepted accounting principles. This responsibility includes the design,
implementation and maintenance if internal control relevant to the preparation and
presentation of the financial statement that gives a true & fair and are free from material
misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express on option on these financial statement based on our Audit.
We conducted our audit in accordance with the Standards on Auditing issued by the Institute
Of Chartered Accountants Of India. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosers in the financial statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risk of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessment, the auditor
considers internal control relevant to the organization, preparation and fair presentation of the
financial statement in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an option on the effectiveness of the
Organisation’s internal Control. An audit also includes evaluation the appropriateness of the
accounting polices used and the reasonableness of the accounting estimates made by the
EXCO, as well as evaluation the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to providéa™ -

basis for our Audit option. “f N












SERVAS INTERNATIONAL
BECKHAMMER 32, 8057 ZURICH, SWITZERLAND
STATEMENT OF CASH FLOWS FOR YEAR ENDED 31st March 2020
T TTICULAL. AS AT 31.03.2020 AS A’

Receipts

Member receipts 56,415 60,648

SICOGA Fees - 57,658

Donations 2,454 2,786

Interest 25 25
Total receipts 58,894 121,117
Payments

Youth/Regional Meetinigs 5,474 2,828

Information Technology Maintenance Expenses 40,345 36,916

Other operating expenses 7,175 13,437

Development reserve disbursements 2,954 6,264

SICOGA Expenses - 128,037

Capital Work in Progress 1,018 -

FX Loss 3,637 (0)
Total payments 60,603 T
Excess of payments over receipts (1,709) Wy
Bank balance (beginning of the year) 370,385 436,750
Bank balance (end of the year) 368,676 370,385

The notes are an integral part of the financial statements.

For and on behalf of Executive Committee
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SCHEDULE - 1
DEVELOPMENT FUND RESERVE
Opening Balance

Add : Amount transferred from Corpus (Membership) Fund
Add : Donation from Member Organizations

Less: Expenses charged to Fund

a) Servas Portugal Youth Meetings
b) Youth grants for SICOGA 2018
¢) Asia Meeting disbursements

d) Africa Meeting disbursements

SCHEDULE -2
CURRENT LIABILITIES
a) EXCO Members Expense Claims

i) Exco Members - Jonny Seganger, Member
ii) Exco Members - R.Radhakrishana, Member

b) Advance Receipts - Stamps 2018
i) From Austria
ii) From Finland
iii) From Brazil
iv) From Spain
v) From Germany
vi) From Great Britain
vii) From New Zealand
viii) From Korea
ix) From Georgia

¢) Accounts Payable Other
i) Andreas Becker
ii) Argo
iii) RenéSteimer
iv) Talorig Portage Salarial
v) PixNGraph
vi) Danielle serres

d) External Audit Fees

i) Sen & Ray., Chartered Accountants, Kolkata, India.
ii) Vasudev Pai & Co., Chartered Accountants, Bangalore, India.

e) Book Keeping Expenses
i} S.R. Consultancy, Kolkata, India.

ii) KP Associates, Proprietor: K Pramod, Bangalore, India.

SERVAS INTERNATIONAL
BECKHAMMER 32, 8057 ZURICH, SWITZERLAND

159.94
159.94
30.00
0.30
130.00
6,094.84
1.91
285.00
10.00
6,552.05
105.84
549.30
949.40
1,604.54
1,148.50
- 1,148.50
1,148.50
- 1,148.50
lU,l)lD.D’?

SCHEDULE TO BALANCE SHEET AS AT 31st MARCH, 2020

1.62 1070

AS AT 31.03.201%

wAawount in CHE)

33,365.66

2,536.42
35,902.08

(587.10)
(2,367.02)
7 047,96

13.50

411.50
425.00

170.02

130.00

6,324.00

30.00

10.00
6,664.02

4,459.00

2,900.00

144 .61
7,503.61

1,195.00
954.00 2.149.00

1,195.00
1,179.00 2,37_4.00
10.115.63

(Amount in CHF)

18,846.38
18,000.00

2,783.38
39,629.76

(1,162.88)
(5,101.22)

J33,303.00




SERVAS INTERNATIONAL

BECKHAMMER 32, 8057 ZURICH, SWITZERLAND

SCHEDULE -3
FIXED ASS! i AS AT 31st MARCH, 2020
Opening Accumulated Closing
S1No Descrintion Gross Block as | Additions during | Disposals during | Gross Block as at dea:;:(l:lir:tlil(l)zrllt/(:rino Aﬁiﬁ?j@iﬁzsn{or m‘:j;?;;g‘;gnén 2:0322?;3?1?/ Net Block asat | Net Block as at
PO P on 01.04.2019 the year the year 31.03.2020 prect ; \ precia 31.03.2020 31.03.2019
rtisation as on the year Disposals during | amortisation as
01.04.2019 the year on 31.03.2020
CHF CHF CHF CHF CHF CHF CHF CHF CHF CHF
1 [Dolphin Software 15,234.84 - - 15,234.84 15,082.84 - - 15,082.84 152.00 152.00
2 |Servas Online Software 64,094.00 - 64,094.00 42,302.00 21,151.00 - 63,453.00 641.00 21,792.00
3 |Capital Work-in-progress - 1,017.60 1,017.60 - 1,017.60 -
79,328.84 1,017.60 - 80,346.44 57,384.84 21,151.00 - 78,535.84 1,810.6( 21,944.00



















As per our report of even date

For and on behalf of for SEN & RAY.
Executive Committee Chartered Accountants
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SERVAS INTERNATIONAL - INTERNAL AUDIT REPORT
FOR THE YEAR ENDED MARCH 31. 2020

The Internal Audit Committee

Rick Wolfe (Convenor of IAC)
Phyllis Chinn (Member of IAC)
Gilsen Elyak (Member of IAC)

We received the following documents from the Treasurer on 27" May 2019 for the financial year ending 31
March 2020 for our review:

1. Tally Files.

2. S| Draft BS, IE Statement

3. Preliminary Draft Cash Flow Statement.

4. Budget vs Actual comparative statement.

5. Preliminary Draft SI Notes.

6. A late journal entry for a payable has been sent to the Internal Audit Committee (10C).

Based on the above, we have reviewed the financial statements and we find that these present a true and fair
view of the transactions conducted during the year commencing on 1% April 2019 to 31° March 2020 vide the
Income & Expenditure Account and also of the Sl finances as reflected by the Balance Sheet as of 31 March
2020 subject to our following observations.

1. Increase in SOL maintenance allocations were approved at the GA despite the fact that Income and
Expenditure statement reflected year-wise accumulated deficit. SI contracted external agencies at high
costs for SOL maintenance owing to absence of in-house expertise. SOL has been operational for the
past three years and the SOL maintenance expenses has grown from CHF 9,434 in FY17/18 to CHF
36,870 in FY18/19 and now CHF 39,810 for the year under review. The proposed yearly budget for each
the FY 19/20, 20/21 and 21/22 is CHF 72,450. Sl Currently has two six month contracts with Talorig
Portage Salarial (Web Maintenance) and Cyprien Roudet (Web Development) €16,800 and €14,000
respectively for the time period 4/1/20-9/30/2020 which total €30,800. This being the largest budget
line item, the cost benefit should be looked at closely. IAC suggests the budget schedule FRA-001 be
revised.

2. Itis noted that Dolphin CHF 152 in still in the Assets schedule. Please review the response last year and
verify that it still has value.

3. The Stamp revenue of CHF 56,294 this year increased slightly from last year. Stamp revenue was
consistent with the budget.



10.

11.

12.

13.

14.

Due to the current COVID 19 pandemic, travelling is restricted and will have a direct impact on revenues.
It appears very few expenses may be reduced. The IAC suggests that a revised 3 year budget should be
planned.

The Development Fund Reserve has a current balance of CHF 32,948. The IAC questions why the GA vote
to set aside extra money for the development fund when the group had not even spent what was
allocated. In reading the response to this same issue last year, The GA has set this reserve as a restricted
fund. The notes to the FS should explain what the actual restriction is.

The IAC notes that the bank charges have reverted back to historical costs and are in line with the
budget.

The registration of Sl remains incomplete despite EXCO having obtained legal consultation from the
Swiss legal attorneys. This year, CHF 1,499 of the CHF 10,000 budget was spent. Do we expect to incur
any further legal fees and what is the status?

To date, there is no insurance policy in place for any liabilities that may occur for any actions made by SI.
The IAC suggests the Capitol WIP for software should be considered an expense.

The IAC notes that transactions in foreign currencies during the year have been translated at the
exchange rates prevailing at the dates of these transactions, except for 2 of them. It was explained that
these two transactions were recorded at a different rate in order to correct an error committed in a
previous year when the two EUR invoices were booked at a rate different from the prevailing exchange
rate. As aresult of the correction, the financial reports presented for the year are now correct. In light
of this policy, there should be a line item added to the budget for these costs.

The IAC notes that some expenses are low since there are no regional meetings and EXCO travel has
stopped at this time. 10C questions if all countries will be able to meet the current charges -- if it were
still based on use of stamps, countries would owe less. Individual countries are certainly getting less
income when people are not requesting LOls.

I0C suggests that EXCO seriously consider a four year gap to the next GA since that is a major expense.

The I0C notes There were seven one-off grants, none of them were expended.

The I0C notes the budgeted SOL expenses for the next two years are CHF 72,450 each. This will reduce
cash reserves of CHF 368,700 in the amount of CHF 90,684.

The non sustainable budget trend of expenditures for the coming years 2020-21 and 2021-22 will
further deplete the corpus funds.



Our recommendations:

(a)

(c)

(d)

(e)

(f)

Control all the expenses especially the SOL Maintenance costs with better contractual terms
benefitting SI. Also evaluate in-house expertise so that the outside agency costs can be brought
down. EXCO to exercise financial prudence and austerity measures like cutting down travel costs
and face to face meetings to be replaced by skype meetings.

Contact an insurance broker to request quotes for protection of assets.

Develop new revenue streams like donations to Sl subject to the conditions laid out in the Financial
Operating Practices (FOP). This is possible after SI’s formal registration.

Critically review the expenditure budgets from the various committees and check vis-a-vis their
committed activities and curtail expense allocation wherever possible.

Extend the GA from the 3 year gap to 4 years so that the incidence of additional deficit can be
deferred.

Continue and complete the Sl registration on timely basis so that the benefits of registration will
accrue to SI. The formal registration of SI will permit it (a) to move bank accounts to ethical banking
institutions offering higher rates of interest on deposit account, lower bank remittance charges and
other banking privileges, (b) may claim refund of income tax deducted from interest income (c) seek
donations and financial help from core agencies like UN and other support groups. It is therefore
imperative that Sl registration is to be taken with utmost urgency as considerable delay has already
occurred.

We are confident that the above measures go towards stabilizing the Sl finances.

We appreciate responses from the EXCO to our observations.

Respectively Submitted

Internal Audit Committee
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Dear Internal Audit Committee:
Thank you for your report for the year ended 31 March, 2020.
Given below are the responses to IAC’s observations.

1. Increase in SOL maintenance allocations were approved at the GA despite the fact that Income
and Expenditure statement reflected year-wise accumulated deficit. Sl contracted external
agencies at high costs for SOL maintenance owing to absence of in-house expertise. SOL has
been operational for the past three years and the SOL maintenance expenses has grown from
CHF 9,434 in FY17/18 to CHF 36,870 in FY18/19 and now CHF 39,810 for the year under review.
The proposed yearly budget for each the FY 19/20, 20/21 and 21/22 is CHF 72,450. Sl Currently
has two six month contracts with Talorig Portage Salarial (Web Maintenance) and Cyprien
Roudet (Web Development) €16,800 and €14,000 respectively for the time period 4/1/20-
9/30/2020 which total €30,800. This being the largest budget line item, the cost benefit should
be looked at closely. IAC suggests the budget schedule FRA-001 be revised.

Response: S| EXCO agrees that this is the largest cost on our budget. As such, it continuously gets SI
EXCQO’s attention. An example of that is that the budget for 2019-20 was CHF 72,450, but we spent only
CHF 39,810 based on need, as a result we were CHF 32,640 below budget for the year. The amount of
CHF 72,450 that was approved at the GA in 2018 is a consolidated budget for both maintenance, and for
building a new version of Servas Online. Our current platform is approaching its end of life. For the
period 2020-21, we have identified some major projects relating to building the next generation of
Servas Online. Consequently, we anticipate that we will spend the full budgeted amount of CHF 72,450
this year, most of which will be spent on capital projects. That is reflected in the contracts of € 30,800
for the first six months of the current fiscal year, most of which are directed towards the new build.
These contracts were approved because they were within the amount that was budgeted in the 2018
GA. We expect that once we move to the next generation of Servas Online, we can bring our annual
maintenance to a significantly lower level. For the next budget cycle, we will separate out the build
costs from the maintenance costs in our budgets.

2. ltis noted that Dolphin CHF 152 in still in the Assets schedule. Please review the response last
year and verify that it still has value.

Response: As noted last year, we are waiting for all functionality from Dolphin to move to Servas Online
before deactivating Dolphin. At that time, we will be writing off the remaining account balance in
Dolphin.

3. The Stamp revenue of CHF 56,294 this year increased slightly from last year. Stamp revenue was
consistent with the budget.



Response: Agreed.

4. Due to the current COVID 19 pandemic, travelling is restricted and will have a direct impact on
revenues. It appears very few expenses may be reduced. The IAC suggests that a revised 3 year
budget should be planned.

Response: Agreed.

5. The Development Fund Reserve has a current balance of CHF 32,948. The IAC questions why the
GA vote to set aside extra money for the development fund when the group had not even spent
what was allocated. In reading the response to this same issue last year, The GA has set this
reserve as a restricted fund. The notes to the FS should explain what the actual restriction is.

Response: This was a decision by the General Assembly and it is outside the ability or remit of the SI
EXCO to comment on why the General Assembly took such a decision. The funds are restricted in the
sense that they are set aside for disbursement by the development committee (based on their remit).

6. The IAC notes that the bank charges have reverted back to historical costs and are in line with
the budget.

Response: Agreed.

7. The registration of Sl remains incomplete despite SI EXCO having obtained legal consultation
from the Swiss legal attorneys. This year, CHF 1,499 of the CHF 10,000 budget was spent. Do we
expect to incur any further legal fees and what is the status?

Response: SI EXCO’s remit is to do the following (a) To explore the conditions for registering Servas
International with the Commercial Registry Office of the Canton of Zurich, and identify needed changes
in the statutes for registration, and (b) To apply for tax exemption with the Cantonal Tax Office of the
Canton of Zurich. At the moment, we are awaiting a response from the Commercial Registry office in
Zurich on the approved wording of our statutes for registration. Simultaneously we are exploring the
requirements for filing for tax-exempt status. Progress has been delayed because of COVID restrictions.
We are likely to incur additional legal fees as we continue to work on the registration and filing for tax-
exempt status.

8. To date, there is no insurance policy in place for any liabilities that may occur for any actions
made by SI.



Response: Earlier this year, SI EXCO reached out to insurance companies / brokers to conduct a review
of our insurance needs. Unfortunately, shortly thereafter, we entered a global period of lockdown and
there has not been much progress on our enquiries. Once things return to normal, we will be following
up. The previous time SI EXCO conducted an insurance review was before SICOGA 2018. At that time it
was determined that the only risk that needs to be insured is event insurance for the general assembly
and conference organized by SI. SI EXCO decided to self-insure and we did not purchase insurance for
SICOGA 2018. We did not incur any loss from uncovered risks during SICOGA 2018.

9. The IAC suggests the Capitol WIP for software should be considered an expense.

Response: The Capital WIP is planned to be folded into the larger project that we referred to under
Point 1 above. When we complete the project we will be capitalizing it. Consequently, we feel that it is
best to keep it as Capital Work in Process till the project is complete and set up a depreciation schedule
for the asset after completion.

10. The IAC notes that transactions in foreign currencies during the year have been translated at the
exchange rates prevailing at the dates of these transactions, except for 2 of them. It was
explained that these two transactions were recorded at a different rate in order to correct an
error committed in a previous year when the two EUR invoices were booked at a rate different
from the prevailing exchange rate. As a result of the correction, the financial reports presented
for the year are now correct. In light of this policy, there should be a line item added to the
budget for these costs.

Response: All transactions are recorded at the prevailing exchange rates at the time of the transaction.
We report the effect of the FX changes in our report each year. However, it would be very difficult to
budget for such gains or losses since that would require predicting the movement of these currency
exchange rates in the future.

11. The IAC notes that some expenses are low since there are no regional meetings and SI EXCO
travel has stopped at this time. IOC questions if all countries will be able to meet the current
charges -- if it were still based on use of stamps, countries would owe less. Individual countries
are certainly getting less income when people are not requesting LOls.

Response: That is an important question, and there is a funding proposal (proposed by Servas France)
being discussed currently with that question in mind.

12. IAC suggests that SI EXCO seriously consider a four year gap to the next GA since that is a major
expense.



Response: SI EXCO is already considering it and will be making a decision on it.

13. The IAC notes there were seven one-off grants, none of them were expended.

Response: Agreed.

14. The IAC notes the budgeted SOL expenses for the next two years are CHF 72,450 each. This will
reduce cash reserves of CHF 368,700 in the amount of CHF 90,684.

Response: Agreed. Quite likely that cash reserves will be reduced assuming there are no other changes.

Given below is the response to IAC recommendations:

We agree with the recommendations and reiterate that we are already following such procedures. For
example (a) we do not have any travel costs, since all meetings are virtual. (b) A lot of work is done in-
house and we are continuously doing more and more in-house. (c) Also, we are constantly evaluating
our contractual terms. (d) We have an ongoing process of reviewing insurance needs. (e) We are
engaged with member groups around the world to ensure that funding for Sl is adequate to meet our
needs, and have undertaken several initiatives to increase memberships and improve our finances. (f)
We have procedures to maintain a very tight control over costs. (g) We are already reviewing the option
of deferring the next GA. (h) Finally, we are closely following up on the Sl registration process.

On behalf of SI EXCO, | thank you for your report and all the work you do on behalf of Servas.
Sincerely,

Radha Radhakrishna

Treasurer,

Servas International Executive Committee



