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1.   Introduction

According to Article 20 of the Financial Regulation of 24 October 2006, Applicable to the Budget of the European Schools, “The Financial Controller shall make an annual report which shall be communicated to the Court of Auditors and to the Board of Governors”. The Financial Control Unit presents this annual report to the Board of Governors, which covers the previous financial year, 2013. The report describes the work done by the Financial Control Unit in accordance with the relevant provisions of the Financial Regulation, it provides with data on the execution of the budget, it comments on the way in which the Schools exercised their responsibilities, it refers to the main findings of the financial control made on the Schools’ transactions, and it concludes with some recommendations that should be taken into account by all stakeholders involved in the administration of European Schools Budgets.   
2.   The role of the financial controller

The financial control unit is responsible for the monitoring of the commitments and authorisations of all expenditure and of the establishment and collection of all revenue.

The monitoring of the transactions in practise takes the form of a verification of the individual items of expenditures and revenues recorded on the accounts of the European Schools.  The monitoring is carried out by means of inspection of the files relating to expenditure and revenue and, if the financial controller deems it necessary, on the spot.

The basic aim of the work done by the Financial Control Unit is to ensure that the budget is implemented in accordance with the rules decided by the Board of Governors and the principles of sound financial management laid down in article 2 of the Financial Regulation. Another second function for the Financial Controller, formally recognised by the new Financial Regulation that came into force in 2007, is to make recommendations on best practice and to give advice on administrative procedures. This second aspect is increasing in importance and the unit devotes appropriate attention to it, in particular with a view to compliance with the recommendations of the Internal Audit Service of the European Commission (IAS). 
2.1 The IAS and the financial control unit
During 2013 the Internal Audit service of the European Commission (IAS) undertook a process of optimization and follow-up of the status of open recommendations for the European Schools issued during the period 2008-2011. The objective of the follow-up engagement is to assess the progress made by the OSG and the European Schools on the recommendations that resulted from the following IAS audits:

-2008-2009: Audits of Human Resource management at the Office of the Secretary-General and the Schools of Luxembourg-I, Varese and Brussels I.
-2011: Audit of Financial management at the OSG and the Schools of Alicante and Brussels II.

Based on the results of an electronic questionnaire sent to all 14 European Schools, the subsequent analysis of the responses, and the discussions held with the OSG, it allowed the IAS to perform an optimization of the relevant information (e.g: eliminating obsolete recommendations, merging some duplicate recommendations, simplifying the wording, re-assessing the rating of certain recommendations, and finally, leaving aside the “desirable” recommendations and concentrating on “very important” and “important” recommendations”). This process lead to a decrease of the total number of outstanding recommendations from 140 to 32, from which, according to the relevant information, 9 were considered as “ready for review”, and 23 still “not ready for review”. The results of this process are stated in the document of the IAS “Follow-Up Status Report on Audits in the European Schools”.
For the 9 recommendations considered as “ready for review”, the IAS visited in November 2013 a sample of Schools (Brussels II, Brussels III, and Brussels IV) to check on the spot the state of play of the recommendations. Based on the results of this review, a note for the attention of the Directors of these Schools was issued by the IAS on January 2014, and a consolidated report addressed to the Secretary-General is also to be prepared. A draft of this consolidated report was already discussed at a meeting held with the IAS on last 14th February. The preliminary results show that 3 of these recommendations (Justification for low-value purchases; Cash reconciliation; and Clarification of a particular case of salary calculation with the OSG -Lux-) were considered completely implemented in all the System and then are definitively closed by the IAS. For the other 6 (Transparent salary calculation; Recruitment procedure for AAS (or PAS); Timely approval of entitlements for seconded staff; national salary slips provided by seconding authorities; Recovery of the outstanding balances of teachers; and Standard structure of staff files), it is considered by the IAS that some degree of improvement is still to be made and, therefore, the recommendations will remain opened.
For the remaining 23 recommendations considered as “not ready for review”, a detailed action plan was provided to the IAS on last 21st February 2014 by the OSG, and it is under its analysis at the time of writing this report. It may be underlined that one of the remaining recommendations, considered as very important by the IAS, is the change in the role of the central financial control unit. This issue is specifically addressed on the report presented to this Budgetary Committee (document 2014-02-D-44-en-1) by the working group on the below mentioned revision of the Financial Regulation.
On the other hand, on November 2013, the Central Office provided the IAS with detailed information requested with the objective of the update of the “IAS Strategic Audit Plan 2013-2015” for the European Schools. The information provided concerned the following items: Important internal or external developments concerning the European Schools affecting the risk map; The state of play of the actions plans regarding the processes classified as high risk areas in the initial version of the Strategic Audit Plan, and Information regarding the opinion of the Central Office concerning the remaining prospective audit topics for 2013-2015 (Procurement; Enrolment; Whole School inspections; and Risk management). As per risk management is concerned, it may be underlined that a presentation on risk management was made by the IAS on the in-service training for the Directors meeting, being an objective for this year 2014 that the Schools could develop a risk register following an homogeneous model, similar to the one presented by the IAS at this training.
On the basis of this update of the IAS Strategic Audit Plan 2013-2015 it is expected that one of the most important possible new audit (or consulting) topics for 2014/2015 could be the process of transition from the current ICT tool (Cobee) to the new one (SAP).
In addition to the development of the abovementioned actions with the IAS, for which an important attention has been paid by the financial control unit in cooperation with the rest of the units of the Central Office, other specific actions to point out taken by the financial control unit during the previous year 2013 in line with the recommendations of the IAS related to Financial Management (budget implementation) in the European Schools, would be the development of a new Memorandum on payment procedures, and draft of guidelines for the use of extra budgetary accounts, and for the reinforcement of the financial and operational ex-ante verification function at the decentralised level. 
Regarding the payment procedures, in effect a new Memorandum was released on 30th October 2013 (document Ref: 2013-10-M-1-en-1/KK) on which use is made of the alternative solution (until an effective link can be made between the ICT accounting tool and the electronic payment systems) stated by the IAS, and also recommended by the Court of Auditors, of requesting the signature of the payments -in the case of the most important transactions- by the Authorising Officer.

In the case of the guidelines for the management of extra budgetary accounts, the final draft was circulated to the Schools for information and comments. The consulting period is ending on March 5th and it is expected that the final document will be in place and applicable for the whole system within the second quarter of 2014. 

Concerning the development of a guideline (check-list) for the reinforcement of the financial and operational ex-ante verification function at the decentralised level, a specific document was developed by cooperation between the accounting and financial control units of the OSG, and is under discussion at this moment with the representatives of SAP in order to include the relevant checks defined on our financial rules under the work flow of the new ICT accounting tool.
Finally, it may be mentioned that during December 2013 and January 2014 an engagement, (initially foreseen as assurance engagement and finally performed as consulting engagement, as so considered more appropriate by the IAS) has been performed by the IAS on the Management and Monitoring of working groups. On 21st February, preliminary results from this engagement were presented by the IAS at the Central Office.

2.2 The review of the Financial Regulation
In September 2013, a working group for the review of the Financial Regulation was decided to be set up by the Secretary-General in order to address some very important recommendations issued by the Court of Auditors and the IAS. These were mainly the examination of the possible introduction of an accruals based accounting system for the European Schools and the future role of the financial control unit. These changes are also closely linked with the introduction of the new accounting software, and it was judged that this was the right moment to examine the abovementioned issues in order the development of the new tool to take into account from the very beginning possible changes in these two fields. The change in the procurement rules was also added in the agenda, since the revised Financial Regulation applicable to the general budget of the European Union which came into force on 1st January 2013, brought changes on low value purchases, and then it was considered appropriate that a relevant review should be also taking place for the corresponding rules applicable to the budget of the European Schools. Finally, the revision of the rules on payment procedures, in order to set the general principle that payments should be made by more secure electronic means, was also included in the agenda of the revision. 

The first meeting of the Working Group took place on 14th of October 2013 while the second one was held on 26th of February 2014. The outcome of these meetings and the proposed new text on the review of the Financial Regulation and its Implementing Rules are set out under document with reference number: 2014-02-D-44-en-1, which is also presented to this Budgetary Committee on 11th and 12th March 2014. 
2.3 The work done by the Financial Control Unit

From the beginning of summer 2011, the Unit started recording the checks that are being done and their results.
According to the collected data for the financial year 2013, up to 31 of December 2013, 3.490 operations and transactions in total were closely checked. This year closer checks were also done on transactions concerning salaries, as explained further under point 4.1 of this report.
	Table 1. Controls

	 
	Proposals of Commitment1
	Payment Orders2
	TOTAL
	REFUSALS3
	Advice and approval of contracts and procurement procedures

	
	Q
	€
	Q
	€
	Q
	€
	Q
	€
	Ad.
	Appr.
	Total

	Al
	34
	   1.210.633,22

 € 
	34
	831.685,94€ 
	68
	2.042.319,16 € 
	13
	19.183,94 € 
	1
	3
	4

	Be
	10
	      105.914,81€ 
	36
	581.511,78 € 
	46
	687.426,59 € 
	1
	749,60 € 
	6
	10
	16

	Bxl I
	60
	4.972.078,60 € 
	73
	1.708.547,81 € 
	133
	6.680.626,41 € 
	41
	111.524,63 € 
	4
	21
	25

	Bxl II
	53
	2.159.666,40 € 
	39
	1.166.664,27 € 
	92
	3.326.330,67 € 
	4
	53.519,55 € 
	12
	11
	23

	Bxl III
	68
	1.463.802,64 € 
	33
	1.036.290,01 € 
	101
	2.500.092,65 € 
	9
	  28.037.12 € 
	7
	35
	42

	Bxl IV
	19
	426.349,57 € 
	45
	2.039.473,08  € 
	64
	2.465.822,65 € 
	18
	159.886,98 € 
	4
	5
	9

	Cu
	12
	275.636,96 € 
	17
	373.437,64 € 
	29
	649.074,60 € 
	42
	25.667,34 € 
	9
	0
	9

	Ff
	26
	253.623,85 € 
	38
	3.542.942,72 € 
	64
	3.796.566,57 € 
	24
	667.537,71 € 
	1
	5
	6

	Ka
	36
	714.124,44 € 
	39
	960.865,35 € 
	75
	1.674.989,79 € 
	10
	43.698.32 € 
	5
	4
	9

	Lux I
	29
	1.370.845,98 € 
	67
	4.777.255,62 € 
	96
	6.148.101,60 € 
	3
	303.025,06 € 
	5
	3
	8

	Lux II
	54
	5.561.299,24 € 
	75
	1.424.619,90€ 
	129
	6.985.919,14 € 
	62
	864.976,80 € 
	12
	9
	21

	Mol
	28
	430.718,54 € 
	24
	405.590,49 € 
	52
	836.309,03 € 
	13
	180.483,20 € 
	6
	0
	6

	Mun
	61
	2.446.264,45 € 
	22
	722.102,74 € 
	83
	3.168.367,19 € 
	6
	21.710,18 € 
	5
	4
	9

	Va
	60
	1.770.152,90 € 
	34
	2.746.026,73 € 
	94
	4.516.179,63 € 
	77
	165.505,90 € 
	9
	2
	11

	TOTAL All Schools
	550
	23.161.111,60€
	 576
	    20.277.541€
	1.126
	43.438.652,6 €
	323
	2.573.770,89€
	86
	112
	198

	OSG4
	330
	 10.193.954€
	2.034
	10.193.954€
	2.364
	20.387.908 €
	18
	143.104,97 € 
	4
	10
	14

	GRAND TOTAL
	880
	  33.355.065,60 €
	2.610
	30.471.495 €
	3.490
	63.826.560,60€
	341
	2.716.875,86€
	90
	122
	212

	
It should be noted that “Constatations de Créances” were also taken into account in this column.

2It should be noted that Recovery Orders were taken into account for this column.
3 It should be mentioned that in the case of the Schools of Varese, Culham, Lux II and Brussels I the vast majority of the refusals include also those who were asked by the Schools due to some ICT software problems in booking the right transactions. 

4Controls recorded in this Table do not include transactions regarding salaries except the OSG for which the figures (up to 2.364) represent the final budget both at level of commitments and payment orders.


The majority of the  checked transactions, concerns those which are taken place in the Office of the Secretary General where all the supporting documents are systematically presented in the relevant dossiers. 1.126 transactions from the different Schools were reviewed. The total value of all transactions checked reached the amount of € 63,8 million. The main bulk of the transactions carried out at the level of the Schools concerned expenditures on salaries, allowances for arrival and departure of the seconded staff, for purchasing several kind of goods, (especially ICT equipment), and removal expenditures. 
341 refusals were recorded, linked mainly to the calculation of the allowances on arrival and departure of the seconded staff, on removal expenditures and in few cases where purchase of goods was proposed without previously running the appropriate tendering procedure. In hundred other cases of the checked transactions visa was finally given after the appropriate correction or completion of missing elements, especially in relation with the stamp-check list on the invoices.  
Additionally, 122 approvals were granted after examination of the relevant procedure concerning recruitment of locally recruited staff and of the contracts in relation to purchasing several kinds of equipment for pupils.
Moreover, at least 90 detailed advises were given, mainly on procurement procedures, removal procedures, granting of allowances, salary matters and booking in the accountancy  related issues.

The main concern of the Unit during the checks is that the principle of sound financial management and the rules stemming from the Financial Regulation are  respected and applied by all stakeholders in the budget implementation process. In this regard it is considered that the work of the Unit contributed to the improvement of the quality of the financial information in the system and to savings in the budget of the Schools.

The financial control unit consists of three posts. In summer 2013, after the corresponding selection procedure for locally recruited staff for the replacement of the position, a new assistant to the financial controller took up her appointment on  1st of September 2013.
Chart 1.a shows the total checks carried out by school. 
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2.4 Specific financial controls undertaken in 2013
2.4.1 European School of Bruxelles I
As reported on previous year, on 4th June 2012, a control on the spot was decided to be started at this school, based on the fact that a fraudulent action was detected to have been done on some payment instruments of the School. The facts were reported by the Head of the School to the Police and Courts of Justice, as foreseen for these situations by article 19.8 of the Financial Regulation.
Taking into account the considered criminal nature of the facts, and the subsequent findings at the level of the School and of the financial control unit, and after discussion of the issue with the representatives of the Court of Auditors on February 2013, it was considered appropriate to carry out a specific forensic investigation on the payments made by the School on the previous years. After the corresponding procurement procedure, a contract was signed with the company KPMG to perform the engagement as from August 2013.The scope initially set covered the period January 2007-June 2012, being later widened to include also the payments corresponding to the years 2003-2006.
The results of the aforementioned review, ended on December 2013, show evidence of a systematic fraudulent scheme addressed against monetary funds of the European School of Brussels I-Uccle, involving material amounts, and taking place during the years 2006-2012.

Concerning the described facts, all the relevant information was provided to the judicial authorities and judicial proceedings are taking place at the Tribunal de Première Instance of Brussels.
The facts have been also communicated to the OLAF (European Anti-Fraud Office) on 6th February 2014 in order for this body to assess whether additional investigation is to be carried out on its side, in addition to the ongoing procedures at the level of the Court of Justice.

The financial control unit will be monitoring during 2014 the developments of the abovementioned proceedings.

2.4.2 European School of Mol

As reported on previous year, on 9th November 2012, based on the available information at the financial control unit, a control on the spot was decided to be started at this school, related to extra budgetary accounts and payment procedures. 
In particular, the control was focused on the treatment of the income (212.867, 41 euros) received by the European School of Mol on the year 2006 from the Rijksdienst Voor Sociale Zekerheid. For that purpose, analysis was made in the transactions related to the account 230-0300055-54 “Eurosport” since 06 January 2006 up to 21 November 2012,  in order to check the matching of these transactions with the relevant financial rules related to bookkeeping, commitment of expenditures and payment procedures.
A preliminary report (document Ref.: 2013-05-D-23-en-1) was issued on 24th May 2013. Allegations and documentation was received by the financial control unit on 1st July 2013, and the definitive report was issued on 5th August (document Ref.: 2013-05-D-23-en-2), being notified to the Head of the School and to the President of the Administration Board and Secretary-General. A copy of the report was also notified to the Administrator-Bursar for information purposes. 
Below are summarised the main conclusions and recommendations resulting for the referred to report:
“CONCLUSIONS

1. The income (212.867, 41 euros) received by the European School of Mol from the Rijksdienst Voor Sociale Zekerheid,  should have gone to the normal budgetary account of the School as an income, following the rules of the Financial Regulation. This did not happen;

2. According to the information provided, the bank account “Eurosport/kultuur” was opened by the School in 1998 in the framework of their extra budgetary activity called Eurosport. Even when after several years this activity came to an end, the bank account has not been closed, and the School, in the person of the Administrator-Bursar, kept on using it up to now to purchase goods and services for which no enough evidence has been given about their link to normal and necessary activity of the School, and for which payments are issued outside the procedures stated in the relevant financial rules in force. 
3. (…) The official procedure for committing the funds, by issuing a proposition of engagement (PE) and then a payment order (OP/OPR) was not followed; therefore, the use of the funds was not subject to the controls foreseen in the financial rules, in particular approval of the Authorizing officer and visa of financial control; (…).
4. By this way of working, the required separation between the duties of the Accounting Officer and the Authorizing Officer, stated in article 18 of the Financial Regulation, was completely ignored.

5. The rules governing the use of budgetary funds, mainly procurement procedures, were ignored, being as well ignored the rules governing the use of extra budgetary accounts and extra budgetary management.

6. In an important number of cases, payment orders transmitted to the bank were actually sent by simple emails (…).
7. The transactions were not covered by any procedure and not booked in the accountancy;

8. Supporting documents apart from a mere unstamped and unsigned invoice were missing;

9.  As a consequence, the Administrator-Bursar did not follow the relevant rules and procedures in place for the registration, booking and use of public funds.

In fact, it is considered that the use of the financial resources on the bank account subject to this financial control has not been neither transparent nor in accordance with virtually any relevant article of the Financial Regulation and its Implementing Rules. 

(…)

RECOMMENDATIONS

1. It is recommended that the Direction of the school monitors that commitment of expenditures and payment orders sent to the bank strictly follow the financial rules in force. (…)

2. It is recommended that all assets and liabilities of the school are included in the balance sheet, and in the closure of the accounts, including extra budgetary related bank accounts.

3. It is recommended that all assets belonging to the School are included in the inventory, where appropriate in accordance to financial rules.

4. It is recommended that the remaining financial resources on the bank account “Eurosport/kultuur” are re-entered in the budget of the School and subsequently closed. 

5. It is recommended that the Direction of the School should reduce and rationalise the number of bank accounts used that is considered to be exceptionally high in comparison with other European Schools with comparable size.
6. It is recommended to the Direction of the school to evaluate the facts described in this report in the light of articles 81 and 84 of the Financial Regulation that set the possible liabilities of Accounting officers”.

3.   Implementation of the budget

To supplement the data given in document 2013-10-D-3-en-1, “Facts and Figures on the Beginning of the 2013-2014 School Year in the European Schools”, the following tables provide a summary of financial data that was not available when that document was published in December 2013.

Table 2 shows the development of costs from 2008 to 2013.  The figures show an increase of 6,87% over the five-year period and a decrease, for a second consecutive year, after several years of steady increases, of 0,34% in 2013. This development is due to cuts decided when the budget of the financial year 2013 was approved and due to the new salary rates which came into force from 1st of September 2011 and onwards.  It should be noted that the pupil population (as a weighted average for the financial year calculated as in Table 3) increased by 7,77% from 2010 to 2013, and by 2,84% between 2012 and 2013.  (Pupil numbers can be found in document 2013-10-D-3-en-1, referred to above.). The differences between the initial budget approved per year and the actual implementation of the relevant appropriations is shown below at tables 6 and 7.
	Table 2: Development of costs from 2008 to 2013 - Expenditure (€)

	
	2008
	2009
	2010
	2011
	2012
	2013
	%

08 - 13
	%

12 - 13

	Al
	11.265.097
	12.236.285
	12.139.108
	13.060.752
	13.236.930
	13.232.780
	17,47%
	-0,03%

	Be
	9.017.315
	8.957.569
	8.862.205
	9.168.279
	7.855.243
	7.878.617
	-12,63%
	0,30%

	Br I
	31.691.818
	32.639.312
	33.126.483
	34.136.002
	32.469.655
	31.064.382
	-1,98%
	-4,33%

	Br II
	31.336.148
	31.906.989
	33.123.327
	33.538.842
	32.803.011
	32.904.497
	5,00%
	0,31%

	Br III
	28.679.058
	28.326.826
	29.403.027
	31.764.900
	29.484.264
	28.215.190
	-1,62%
	-4,30%

	Br IV
	3.451.431
	4.745.841
	6.362.991
	8.429.405
	11.442.564
	12.945.861
	275,09%
	13,14%

	Cu
	9.846.605
	9.369.762
	9.344.272
	9.462.066
	8.443.687
	7.901.310
	-19,76%
	-6,42%

	Ff
	10.425.896
	11.066.933
	11.465.586
	11.970.985
	12.344.572
	11.873.700
	13,89%
	-3,81%

	Ka
	12.483.991
	12.734.208
	12.846.356
	11.917.882
	11.761.967
	11.095.498
	-11,12%
	-5,67%

	Lux I
	37.009.986
	38.965.091
	39.537.147
	40.150.686
	34.093.699
	27.636.492
	-25,33%
	-18,94%

	Lux II
	6.989.029
	7.421.163
	7.740.478
	8.184.407
	14.183.713
	22.015.900
	215,01%
	55,22%

	Mol
	11.219.276
	11.784.623
	12.106.724
	12.321.631
	11.386.474
	10.874.357
	-3,07%
	-4,50%

	Mun
	18.941.426
	20.252.301
	22.116.802
	22.180.083
	22.245.333
	21.885.363
	15,54%
	-1,62%

	Var
	18.296.045
	19.096.570
	18.596.747
	18.596.427
	17.570.518
	18.697.214
	2,19%
	6,41%

	OSG
	9.071.996
	9.036.140
	8.836.111
	8.281.565
	8.450.149
	8.648.526
	-4,67%
	2,35%

	TOTAL
	249.725.117
	258.539.613
	265.607.364
	273.163.912
	267.771.779
	266.869.687
	6,87%
	-0,34%

	The figures for 2008 - 2012 show actual expenditure, after deductions of appropriations that were carried forward to the following year and subsequently cancelled. The figures are thus not the same as just the commitments shown in the closure.

	The figures for 2013, which include appropriations carried forward to 2014, are the best figures available at the year end and are subject to adjustment.


Table 3 shows the development of the cost per pupil over the same five-year period. It should be mentioned that Brussels IV up to now has occupied only year 1, 2, 3 and 4 of the secondary cycle since 2010, so its cost is not fully comparable with that of the other schools.  For Luxembourg and Brussels, the table shows aggregated costs as well as the cost of the individual schools.  For 2013, the cost per pupil of the Brussels Schools continued declining by 4,1%, compared to the previous year, while the decline for the Luxemburg Schools was 0,7% in comparison with last year’s figures.
The average cost per pupil per year across the Schools, including the costs of the Office of the Secretary-General, is € 11.076, showing a decrease of 302 € in absolute figures compared to the previous year, or 2,7% in percentage terms. For the period 2008-2013 a 5,8% decrease is recorded. It should be noted that the inflation for the same period increased by 2,3% (on a yearly basis average) in the European Union, according to data published by Eurostat.
	Table 3: Cost per pupil (€)

	 
	2008
	2009
	2010
	2011
	2012
	2013
	%
08 - 13
	%
12 - 13

	Al
	11.033
	11.926
	11.843
	12.652
	12.785
	12.619
	14,4%
	-1,3%

	Be
	16.170
	15.660
	14.936
	15.306
	13.717
	14.094
	-12,8%
	2,7%

	Br I
	10.394
	10.613
	10.714
	11.037
	10.472
	10.171
	-2,1%
	-2,9%

	Br II
	10.818
	10.831
	10.861
	10.757
	10.363
	10.540
	-2,6%
	1,7%

	Br III
	10.903
	10.480
	10.348
	10.925
	10.132
	9.781
	-10,3%
	-3,5%

	Br IV
	13.241
	9.685
	9.559
	9.446
	9.410
	7.780
	-41,2%
	-17,3%

	Br I, II, III & IV
	10.255
	10.682
	10.766
	10.775
	10.219
	9.802
	-4,4%
	-4,1%

	Cu
	11.868
	11.221
	11.317
	12.033
	11.663
	12.069
	1,7%
	3,5%

	Ff
	10.395
	10.405
	10.567
	10.863
	10.694
	9.816
	-5,6%
	-8,2%

	Ka
	12.564
	13.021
	13.312
	12.679
	12.697
	12.117
	-3,6%
	-4,6%

	Lux I
	10.897
	11.303
	11.393
	11.440
	10.360
	10.091
	-7,4%
	-2,6%

	Lux II
	7.818
	8.289
	8.404
	8.636
	10.970
	10.951
	40,1%
	-0,2%

	Lux I & II
	10.255
	10.682
	10.766
	10.844
	10.532
	10.455
	2,0%
	-0,7%

	Mol
	16.564
	16.158
	16.224
	15.763
	14.995
	14.655
	-11,5%
	-2,3%

	Mun
	11.168
	11.335
	11.855
	11.488
	11.044
	10.407
	-6,8%
	-5,8%

	Var
	13.808
	14.373
	14.210
	13.940
	12.807
	13.467
	-2,5%
	5,2%

	All Schools
	11.335
	11.405
	11.439
	11.529
	11.019
	10.717
	-5,5%
	-2,7%

	OSG
	427
	413
	393
	360
	359
	359
	-16,0%
	0,0%

	Schools + OSG
	11.763
	11.818
	11.832
	11.890
	11.378
	11.076
	-5,8%
	-2,7%

	Expenditure is based on the figures in Table 2.

Pupils: Weighted average.  (N° in October of year n-1 x 8/12) + (N° in October of year n x 4/12)


Table 4 below shows a more detailed breakdown of the cost per pupil of certain budget items, selected to exclude some of the costs that the schools cannot influence, for example the correcting coefficient for the country of the school, employers’ social charges which vary from one country to another, the differential adjustment allowances which vary according to the circumstances of each teacher, like household allowances, the expatriation allowance,  etc. The selected budget items (excluding the above mentioned allowances and expenditures under column G), may provide a more useful comparison of the efficient use of resources than the total budget figures.

The figures show that in total, taken into account the entire budget (column H) for all the Schools (the office is not included), the average cost per pupil has been decreased by 2,20%, compared to the relevant cost in 2012. The decrease is 3,20% if the other costs under column G (as explained above) are not taken into account.  
The picture concerning the cost per pupil in the Schools with low population of pupils is rather mixed concerning the four Schools in Bergen, in Culham, in Karlsruhe and in Mol. In Mol the cost in terms of the total budget, decreased by 341 euros, in Karlsruhe the decrease was 580 euros per pupil, while in the Schools of Bergen and Culham the cost increased by 379 and 406 euros per pupil, respectively. 
Chart 4a depicts the situation concerning the cost per pupil when only selected budget items, as illustrated in Column F of the Table 4, are taken into account. Based on this, the cost for Bergen stands out and Schools of Mol, Varese and Karlsruhe follow. Chart 4b shows the picture for total budget expenditure. The Schools of Mol, Bergen Varese and Alicante in this case constitute the first four Schools in terms of cost per pupil. It should be noted that the cost per pupil in Alicante has been decreased in 2013 by 166 euro, compared with the relevant cost in 2012.
It should be also mentioned that in total, in 2013 the entire population in the 14 Schools increased by 2,84% or by 678 pupils compared to 2012, while the cost per pupil decreased by 2,20%.

Key to table 4
A: Budget items 1001 + 1201 to 1205 + 7101

B: Art. 13

C: Art 20 (The figure for Varese excludes costs funded by the special contribution of the Italian government, to aid comparability.)

D: Art.21 to 26 + 28 + 29

E: Art 27 + Chapter 3+7001
H: Total budget
Pupils: (Number in October of year n -1 x 8/12) + (Number in October of year n x 4/12)

Expenditure: the figures for 2012 are based on actual expenditure excluding appropriations carried forward to 2013 and subsequently cancelled.   Figures for 2013 include all appropriations carried forward and are provisional at the time of writing this report.
	Table 4. Comparative cost per pupils (€) in 2012 and 2013

	 
	A
	B
	C
	D
	E
	F
	G
	H

	
	Basic salaries: teaching and direction
	Basic salaries: admin & teaching support (AAS)
	Buildings: cleaning; heating, improve-ments
	Other running costs & consum-ables
	Material & equip- ment
	Total: selected budget lines (A+B+C+D+E)
	Other
	Total budget  (F + G)

	Al
	2012
	7.403
	951
	625
	281
	177
	9.437
	3.347
	12.784

	
	2013
	6.964
	986
	565
	311
	155
	8.981
	3.637
	12.618

	Be
	2012
	8.366
	1083
	817
	311
	225
	10.802
	2.913
	13.715

	
	2013
	8.636
	1141
	844
	309
	142
	11.072
	3.022
	14.094

	Bru I
	2012
	6.316
	735
	513
	169
	193
	7.926
	2.546
	10.472

	
	2013
	6.190
	685
	520
	157
	59
	7.611
	2.560
	10.171

	Bru II
	2012
	6.320
	710
	466
	141
	79
	7.716
	2.647
	10.363

	
	2013
	6.207
	737
	502
	152
	97
	7.695
	2.844
	10.539

	Bru III
	2012
	6.082
	692
	633
	156
	137
	7.700
	2.432
	10.132

	
	2013
	5.973
	742
	579
	142
	78
	7.514
	2.266
	9.780

	Bru IV
	2012
	4.481
	881
	774
	291
	1143
	7.570
	1.840
	9.410

	
	2013
	4.155
	688
	839
	165
	202
	6.049
	1.731
	7.780

	Cu
	2012
	7.516
	745
	554
	213
	75
	9.103
	2.561
	11.664

	
	2013
	7.493
	784
	563
	252
	99
	9.191
	2.879
	12.070

	Ff
	2012
	6.792
	748
	668
	218
	134
	8.560
	2.133
	10.693

	
	2013
	6.287
	711
	660
	201
	153
	8.012
	1.803
	9.815

	Ka
	2012
	8.038
	984
	829
	297
	245
	10.393
	2.305
	12.698

	
	2013
	7.518
	1066
	819
	278
	256
	9.937
	2.181
	12.118

	Lux I
	2012
	6.434
	863
	610
	97
	71
	8.075
	2.284
	10.359

	
	2013
	6.113
	969
	724
	102
	57
	7.965
	2.127
	10.092

	Lux II
	2012
	5.212
	1.387
	687
	177
	1349
	8.812
	2.157
	10.969

	
	2013
	6.157
	1.172
	764
	148
	302
	8.543
	2.408
	10.951

	Mol
	2012
	8.405
	1.295
	1171
	277
	170
	11.318
	3.678
	14.996

	
	2013
	8.124
	1.451
	1112
	228
	89
	11.004
	3.651
	14.655

	Mun
	2012
	6.393
	703
	621
	202
	150
	8.069
	2.974
	11.043

	
	2013
	6.109
	689
	631
	191
	132
	7.752
	2.654
	10.406

	Var
	2012
	7.785
	967
	670
	277
	123
	9.822
	2.985
	12.807

	
	2013
	7.605
	998
	754
	293
	333
	9.983
	3.484
	13.467

	Average
	2012
	6.825
	910
	689
	222
	305
	8.951
	2.629
	11.580

	
	2013
	6.681
	916
	705
	209
	154
	8.665
	2.660
	11.325

	% incr. 12-13
	-2,10%
	0,59%
	2,46%
	-5,70%
	-49,59%
	-3,20%
	1,20%
	-2,20%


Chart 4.a. Cost per pupil (selected budget lines only - Column F of Table 4) and number of pupils
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Chart  4.b. Cost per pupil (total expenditure - Column H of Table 4) and number of pupils
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Table 5 shows the contributions to the budgets of the European Schools made by the various partners in the system over the period since 2008. The percentages for the contribution of the Member States show a rather slight decrease, while the contribution of the Commission shows an increase, representing in total the 61,4% in 2013, compared to 59,7% in 2012. It should be noted that the number of pupils belonging to Category I, increased by 747 pupils in 2013, accounting for over 76% of the pupil population of the system as a whole. The fees arising from Category II continued showing an important decline reflecting, possibly, the influence of the economic crisis (nevertheless, it should be mentioned that the figure for 2013 does not include data for the school Brussels I as they were not available at the time of writing this report due to some technical difficulties). More in detail, we observe a general decrease of receipts from Category II fees for the majority of the Schools and in particular: -18% for Varese, -20% for Frankfurt and slightly over -50% for Mol. The revenues from Category III school remains in fact stable, showing a slight increase in absolute figures, despite the fact that the number of pupils under this category decreased by 86, compared with the relevant numbers in 2012. One reason for this slight increase could be the fact that the new rates on fees and the new rules on reductions came into force in 2013. The remarkable (over 50%) decrease of “Other” receipts for 2013 stands mainly for the fact that there was an unrisen special levy (under budget line 704001 “Contribution Temporaire”) of 2.800.000 euros.
	Table 5 Budget contributions (excluding surplus carried forward and use of reserve funds)

	 
	 
	2008
	2009
	2010
	2011
	2012
	2013

	Member
States
	€
	54.454.918
	53.742.828
	55.717.090
	56.197.583
	55.557.843
	54.458.669

	
	%
	22,1%
	20,8%
	21,0%
	20,4%
	20,3%
	20,0%

	Commission
	€
	138.910.044
	151.907.627
	155.393.053
	163.975.427
	163.882.693
	167.081.001

	
	%
	56,5%
	58,7%
	58,6%
	59,6%
	59,7%
	61,4%

	EPO
	€
	15.338.041
	 17.353.943
	18.926.539
	18.778.658
	18.979.623
	19.042.443

	
	%
	6,2%
	6,7%
	7,1%
	6,8%
	6,9%
	7,0%

	Category II fees
	€
	13.894.567
	13.909.948
	13.283.884
	14.258.680
	12.953.535
	11.871.4781

	
	%
	5,7%
	5,4%
	5,0%
	5,2%
	4,7%
	4,4%

	Category III fees
	€
	17.723.591
	17.087.017
	16.914.580
	16.530.565
	17.017.985
	17.155.979

	
	%
	7,2%
	6,6%
	6,4%
	6,0%
	6,4%
	6,3%

	Other
	€
	5.540.086
	4.764.977
	5.148.829
	5.548.971
	5.471.257
	2.676.366

	
	%
	2,3%
	1,8%
	1,9%
	2,0%
	2,0%
	0,9%

	TOTAL*
	€
	245.861.247
	258.766.340
	265.383.975
	275.289.884
	274.270.240
	272.285.936

	For the years 2008 to 2012, the figures show revenue as recorded in the final accounts, those for 2013 are the best figures available at mid-March 2014 and are subject to adjustment.

	* The figures exclude the surplus carried forward and use of the reserve fund.

1 Figure does not include data for school Brussels I


Tables 6 and 7 show a summary of receipts, expenditure and the budget surplus for 2012 and 2013.  The figures for 2013 are still provisional and subject to confirmation.  In 2013, the surplus is estimated to be € 11 million, 3,81 % of the final annual budget and 4,05 of the total implemented budget (on the expenditure side). 
Under the Financial Regulation, any budget surplus remaining after the Reserve Fund has been replenished must be entered as budget revenue for the following financial year.  
One point of concern should perhaps be the fact that there is nothing in the Financial Regulation that prevents the possibility of ending the year with a deficit. If the schools do not receive the revenue as estimated in the budget, they can nevertheless continue with the total amount of expenditure as originally foreseen.  In practice, the Office of the Secretary-General monitors the situation to ensure that the system as a whole does not end the year in deficit, but it is a potential risk that might usefully be examined.

	Table 6.  2012 : RECEIPTS, EXPENDITURE AND SURPLUS : €

	 
	A

Initial Budget
Expenditure & receipts
	B

Final Budget
Expenditure & receipts
	C

Actual Receipts
	D

Difference


C - B
	E

Expenditure
commit-ments
	F

Difference


B - E
	G

Surplus


D + F
or
C - E
	H

Exchange difference
	I

Credits brought forward from 2011 and not used
	J

Total surplus


G + H + I
	K

Trans-ferred to Reserve Fund 
	L

Other results
	M

Surplus carried forward as receipt to 2013

J - K + L

	Al
	14.189.748
	14.189.748
	14.054.829
	-134.919
	13.242.671
	947.077
	812.158
	0
	3.189
	815.347
	0
	0
	815.347

	Be
	8.209.110
	8.209.110
	8.226.341
	17.231
	7.864.583
	344.527
	361.758
	0
	11.285
	373.043
	0
	0
	373.043

	Br I
	34.018.639
	34.353.631
	33.678.544
	-675.087
	32.568.038
	1.785.593
	1.110.506
	0
	140.505
	1.251.011
	0
	0
	1.251.011

	Br II
	33.458.850
	33.708.850
	33.498.727
	-210.123
	32.816.591
	892.259
	682.136
	0
	8.481
	690.617
	0
	0
	690.617

	Br III
	31.277.075
	31.277.075
	30.721.732
	-555.343
	29.517.839
	1.759.236
	1.203.893
	0
	25.557
	1.229.450
	0
	0
	1.229.450

	Br IV
	11.727.329
	12.515.552
	12.030.906
	-484.646
	11.493.129
	1.022.423
	537.777
	0
	17.155
	554.932
	0
	0
	554.932

	Cu
	8.897.971
	9.166.642
	9.096.626
	-70.016
	8.448.410
	718.232
	648.216
	55.932
	2.942
	707.090
	0
	0
	707.090

	Ff
	12.724.508
	12.724.508
	12.885.734
	161.226
	12.345.964
	378.544
	539.770
	0
	7.617
	547.387
	0
	0
	547.387

	Ka
	13.146.593
	13.146.593
	11.907.216
	-1.239.377
	11.769.221
	1.377.372
	137.995
	0
	22.050
	160.045
	0
	0
	160.045

	Lux I
	35.636.111
	35.186.111
	35.539.016
	352.905
	34.107.531
	1.078.580
	1.431.485
	-6.313
	9.252
	1.434.424
	0
	0
	1.434.424

	Lux II
	15.881.492
	15.400.137
	14.336.376
	-1.063.761
	14.229.505
	1.170.632
	106.871
	0
	6.742
	113.613
	0
	0
	113.613

	Mol
	11.732.045
	11.732.045
	11.476.622
	-255.423
	11.413.560
	318.485
	63.062
	0
	41.417
	104.479
	0
	0
	104.479

	Mun
	24.183.020
	24.183.020
	23.026.437
	-1.156.583
	22.247.597
	1.935.423
	778.840
	0
	29.509
	808.349
	427
	0
	807.922

	Var
	18.656.805
	18.656.805
	18.725.140
	68.335
	17.570.518
	1.086.287
	1.154.622
	0
	0
	1.154.622
	0
	0
	1.154.622

	OSG
	8.763.069
	8.796.902
	8.776.809
	-20.093
	8.574.160
	222.742
	202.649
	0
	319.496
	522.145
	35.741
	0
	486.404

	Total
	282.502.365
	283.246.729
	278.259.902
	-5.265.674
	268.209.317
	15.037.412
	9.771.738
	49.619
	645.197
	10.466.554
	36.168
	0
	10.430.386


	Table 7.  2013 : RECEIPTS, EXPENDITURE AND SURPLUS : €
(provisional figures at 21/02/2014)

	 
	A
	B
	C
	D
	E
	F
	G
	H
	I
	J
	K
	L
	M

	 
	Intial Budget
Expenditure & receipts
	Final Budget
Expenditure & receipts
	Actual Receipts
	Difference

C - B
	Expenditure
commit-ments
	Difference

B - E
	Surplus

D + F
or
C - E
	Exchange difference
	Credits brought forward from 2012 and not used
	Total surplus

G + H + I
	Trans-ferred to Reserve Fund *
	Other results
	Surplus carried forward as receipt to 2014

J - K + L

	Al
	13.794.025
	13.794.025
	13.710.078
	-83.947
	13.297.176
	496.849
	412.902
	0
	5.745
	418.647
	0
	0
	418.647

	Be
	8.415.701
	8.415.701
	8.576.466
	160.765
	7.952.880
	462.821
	623.586
	0
	9.340
	632.926
	0
	0
	632.926

	Br I
	33.552.420
	33.552.420
	32.582.110
	-970.310
	31.547.717
	2.004.703
	1.034.393
	0
	98.383
	1.132.776
	0
	0
	1.132.776

	Br II
	34.177.453
	34.177.453
	33.559.652
	-617.801
	32.992.639
	1.184.814
	567.013
	0
	13.580
	580.593
	0
	0
	580.593

	Br III
	31.949.630
	31.949.630
	30.693.815
	-1.255.815
	28.570.477
	3.379.153
	2.123.338
	0
	33.575
	2.156.913
	0
	0
	2.156.913

	Br IV
	13.194.867
	14.140.957
	14.535.348
	394.391
	13.432.936
	708.021
	1.102.412
	0
	50.565
	1.152.977
	0
	0
	1.152.977

	Cu
	8.349.265
	8.349.265
	8.440.273
	91.008
	7.905.364
	443.901
	534.909
	-64.827
	4.723
	474.805
	0
	0
	474.805

	Ff
	12.433.053
	12.433.053
	12.302.810
	-130.243
	11.959.205
	473.848
	343.605
	0
	1.392
	344.997
	0
	0
	344.997

	Ka
	12.397.631
	12.397.631
	11.252.554
	-1.145.077
	11.228.636
	1.168.995
	23.918
	0
	7.254
	31.172
	0
	0
	31.172

	Lux I
	29.117.253
	29.117.253
	28.583.439
	-533.814
	27.795.648
	1.321.605
	787.791
	0
	13.832
	801.623
	0
	0
	801.623

	Lux II
	24.878.577
	24.878.577
	23.828.189
	-1.050.388
	22.934.978
	1.943.599
	893.211
	0
	45.792
	939.003
	0
	0
	939.003

	Mol
	11.666.820
	11.666.820
	10.893.289
	-773.531
	11.183.060
	483.760
	-289.771
	0
	27.086
	-262.685
	0
	0
	-262.685

	Mun
	23.457.565
	23.457.565
	23.220.548
	-237.017
	21.942.380
	1.515.185
	1.278.168
	0
	2.264
	1.280.432
	427
	0
	1.280.005

	Var
	19.954.485
	19.954.485
	19.749.031
	-205.454
	18.733.012
	1.221.473
	1.016.019
	0
	0
	1.016.019
	0
	0
	1.016.019

	OSG
	8.657.954
	10.193.954
	10.148.878
	-45.076
	9.925.309
	268.645
	223.569
	0
	124.011
	347.580
	60.000
	0
	287.580

	Total
	285.996.699
	288.478.789
	282.076.480
	-6.402.309
	271.401.417
	17.077.372
	10.675.063
	-64.827
	437.542
	11.047.778
	60.427
	0
	10.987.351


One of the functions of the financial controller, specified by article 100 of the Financial Regulation, is to give advance approval to the use of the Reserve Funds to meet short-term cash-flow problems in the schools.  There are two Funds: a centralized Fund for all schools, except Munich, and a separate Fund for Munich.  In 2013, the centralized fund was used four times to meet short-term cash flow problems at Mol, Karlsruhe, and Frankfurt twice.  At the end of the financial year, the total reserves of the Fund stood at € 2.59 millions.  It is proposed to add a further €60k to the Fund from the surplus of 2013 to keep the total in line with the amount permitted by the Financial Regulation. With regard to Munich, no calls were made on the Fund during the year and it stood at €241k at the end of 2013.  

4.   Expenditure
4.1 Seconded staff - salaries and allowances
The financial control unit monitors the monthly salaries and allowances of seconded staff through sample checks on the data in the salary system. Starting from May 2013, the Schools, are now asked to submit to the Financial Control Unit analytical data concerning the calculation of aggregated figures stated in the “Ordres de Paiement” and tables that include all the staff they employ. A more intensive work on installation, reinstallation and departure allowances was and is still being done. 

Although an objective is to make sample checks on salary and allowances of newly appointed or transferred seconded staff, in practice this is difficult to achieve, since it normally requires an on-site check of each individual file. There is still a backlog as reported in previous years, since other priorities took precedence.

Apart from the above mentioned tables and the relevant checks on the cumulative figures, the checks on salaries also include advises to the Schools on how to deal with specific cases of national monthly payslips. In this context the Unit elaborated and circulated a Memorandum on the issue of the basic national salary for the purpose of the calculation of the departure allowance within the context of Article 72 of the Regulations for Members of the Seconded Staff of the European Schools (Reference: 2013-04-M-2/KK of 29.04.2013). 
It should be noted that  the budget for salaries under Chapter I of the annual budget, over the last five years account for 83% approximately of the total expenditures, on a yearly basis.
4.2   Differential adjustment

The differential adjustment can be either an addition or a deduction in the European salary of seconded teachers, according to the amount of national tax that they pay. The adjustment is calculated provisionally during the year on the basis of the taxes shown on the national salary statement, and a definitive calculation is made as soon as possible after the year-end, when final national tax assessments are available. The schools are responsible for ensuring that staff provides their tax assessments; the Office of the Secretary-General makes the final calculation on the basis of these documents. This calculation is based on programs that are the subject of in-depth tax analysis, which is updated annually according to the changes in national tax legislations. For illustration purposes, the Office has recorded 1,775 cases related to year 2012 for which a document is required.
In the course of 2013, the Office continued to make good progress in dealing with a big part of its outstanding cases and in decreasing the waiting period for seconded teachers. There were 1,337 cases finalised in 2013. 
When analyzing the tax situation of the seconded staff, the Differential Adjustment unit also makes a review of the taxable national salary and the information recorded by the schools as national salary. Additionally, a comparative analysis is performed between the different tax legislations which ensures an equal treatment between each seconded staff from different Member States.

In view of improving the situation of outstanding cases, the schools have been instructed to apply the following procedures :

· As from the month of April of year N : the application of reductions on the European salary for seconded teachers who fail, without good reason, to provide the necessary documents within three years (memorandum 2007-M-11 based on the decision of the Board of Governors dated 31 January and 1 February 2006) . These reductions are applied until the national tax is set at zero. 

· When seconded staff leave the schools : the application of withholdings of a lump-sum amount from the departure (or other) allowances (memorandum 2007-M-35 according to a comment made by the European Court of Auditors).

For information purposes, until 2012, there are in total 686 cases for which a reduction has been applied. Amongst these, there is 153 cases where the national tax has been set to zero so that the cases can be considered as closed.

The strict application of these standardised procedure closely together with the schools concerned has led to a substantial decreasing of all pending cases. As a result, there is currently no more outstanding cases prior to 1999. 

These measures should ensure that the backlog from earlier years should not be repeated.  Moreover, all schools provide regular situation reports on outstanding cases to their Administrative Boards. 

Table 8 - Outstanding cases for the period 1990 – 2012 (Staff in and out)
	Schools
	Cases from 1990 to 1998
	Cases from 1999 to 2010
	Cases from 2011 to 2012
	Total

	
	Staff in ES
	Staff out ES
	Total
	Staff in ES
	Staff out ES
	Total
	Staff in ES
	Staff out ES
	Total
	

	Al
	 
	 
	0
	31
	39
	70
	96
	55
	151
	221

	BSGEE
	 
	 
	0
	
	3
	3
	2
	4
	6
	9

	Bergen
	 
	 
	0
	1
	1
	2
	38
	6
	44
	46

	Br I
	 
	 
	0
	13
	53
	66
	231
	104
	335
	401

	Br II
	 
	 
	0
	46
	130
	176
	212
	90
	302
	478

	Br III
	 
	 
	0
	9
	51
	60
	148
	61
	209
	269

	Br IV
	 
	 
	0
	6
	5
	11
	69
	22
	91
	102

	Cu
	 
	 
	0
	2
	3
	5
	8
	13
	21
	26

	Ff
	 
	 
	0
	
	
	0
	55
	13
	68
	68

	Ka
	 
	 
	0
	1
	2
	3
	43
	27
	70
	73

	Lux I
	 
	 
	0
	17
	85
	102
	224
	43
	267
	369

	Lux II
	 
	 
	0
	10
	5
	15
	96
	13
	109
	124

	Mol
	 
	 
	0
	2
	12
	14
	85
	28
	113
	127

	Mun
	 
	 
	0
	3
	3
	6
	78
	29
	107
	113

	Var
	 
	 
	0
	2
	21
	23
	88
	31
	119
	142

	Total
	0
	0
	0
	143
	413
	556
	1473
	539
	2012
	2568


Table -9 Outstanding cases for the period 1999 - 2012

	Schools
	Cases from 1999 to 2012
	Total

	
	1999
	2000
	2001
	2002
	2003
	2004
	2005
	2006
	2007
	2008
	2009
	2010
	2011
	2012
	

	Al
	
	
	
	
	
	
	
	2
	3
	3
	16
	46
	65
	86
	221

	BSGEE
	
	
	
	
	
	
	
	
	
	1
	
	2
	2
	4
	9

	Bergen
	
	
	
	
	
	
	
	
	
	
	
	2
	7
	37
	46

	Br I
	
	
	
	
	
	1
	
	
	3
	7
	16
	39
	149
	186
	401

	Br II
	
	12
	13
	9
	7
	5
	5
	5
	7
	7
	32
	74
	130
	172
	478

	Br III
	
	
	
	
	
	
	
	
	1
	10
	17
	32
	74
	135
	269

	Br IV
	
	
	
	
	
	
	
	
	
	
	1
	10
	38
	53
	102

	Cu
	
	
	
	
	
	
	
	
	
	1
	3
	1
	7
	14
	26

	Ff
	
	
	
	
	
	
	
	
	
	
	
	
	17
	51
	68

	Ka
	
	
	
	
	
	
	
	
	
	
	
	3
	15
	55
	73

	Lux I
	1
	1
	4
	4
	5
	5
	6
	10
	11
	11
	14
	30
	93
	174
	369

	Lux II
	
	
	
	
	
	
	
	
	
	2
	5
	8
	25
	84
	124

	Mol
	
	
	
	
	
	1
	
	
	
	1
	2
	10
	37
	76
	127

	Mun
	
	
	
	
	
	
	
	
	
	1
	
	5
	20
	87
	113

	Var
	
	
	
	
	
	
	
	
	1
	5
	7
	10
	39
	80
	142

	Total
	1
	13
	17
	13
	12
	12
	11
	17
	26
	49
	113
	272
	718
	1294
	2568


As shown in the chart hereafter, for the period relating to the oldest outstanding cases (period 2000 to 2005), it could be noted that the missing documents mostly concern the Luxemburg and UK nationalities.
Chart  – Outstanding cases for the period 2000 – 2005 (by nationalities)
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4.3   Allowances on arrival and departure

The Financial Control Unit carries out sample checks on a high proportion of the allowances payable on arrival and departure of seconded staff members and the reimbursement of removal expenses, in view of the substantial amounts involved. The checks also include verification of the amounts withheld in respect of outstanding differential adjustment – see section 4.2 above.  

Thanks to checks on the above mentioned allowances, some ambiguous cases in the field of installation allowances came into light and led to the preparation and release of a new Memorandum in 2012, in order to clarify the implementation of these rules. The ambiguity in the case of the installation allowance is mostly related to the question whether the member of staff had really relocated to a new place of residence or was really accompanied by other members of the family. 

For the departure allowance, the schools make an initial payment before the Board of Governors decides on the annual adjustment of remuneration for the year in question. The final amount is paid when the new rates (of adjustment in remuneration) are known.  However, the variation of exchange rates and the changes to the coefficients that are included in the annual adjustment can have a major impact on the amount of the departure allowance, and the final amount due can in fact be considerably less than the amount initially calculated. The schools need to keep this in mind when calculating the initial payment. 
Savings were also made whenever a forth offer was requested by the financial control unit in the case of removal expenses.  It should be mentioned that the Unit paid particular attention to a coherent and harmonised approach in relation to removal procedures. For this purpose, additional instructions and clarifications were given to the Bursars since September 2012.
4.4   Locally recruited teaching staff (chargés de cours)
Problems arising from the hybrid situation of locally recruited teachers, whose conditions of service are subject both to the regulations fixed by the Board of Governors and to national legislation, were reported to the Board in October 2004 in document 2004-D-299-2, and are still subject to several judicial proceedings mainly in front of the labour court in Germany.  

The German court cases are focusing on the question whether the contracts of employment of the locally recruited teachers are fixed term or permanent, on the arrangements for staff representation, and on the issue of equality of treatment compared with seconded staff. Having doubts on the admissibility of the complaints the German Federal Labour Court passed in summer 2013 several questions linked to the interpretation of Article 27 of the Convention defining the Statute of the European Schools to the Court of Justice (CoJ) for preliminary ruling. A decision of the CoJ is not expected before the end of 2014.

In order to tackle the hybrid situation of locally recruited teachers and to reach a coherent approach concerning the jurisdiction, the Board of Governors had renewed its mandate for a working group to provide the Board with a comprehensive proposal of service regulations. The revitalized working group took up its work in September 2011 and provided the Board of Governors in April and December 2012 and again in April 2013 with a draft proposal for 'Staff Regulations for Locally Recruited Teachers'. Mainly due to reservations of the Belgium delegation an urgently needed final agreement could not be reached yet. 

4.5   Locally recruited administrative and service staff (AAS)
The financial controller gives prior approval to the contracts of AAS recruited to fill permanent posts under the service regulations.  The purpose of the check is to ensure not only that the number of staff does not exceed the limits laid down in the budget, but also that the recruitment procedure and the terms and conditions of the contracts meet the requirements of the regulations. This scrutiny also provides the opportunity to follow up the recommendations of the IAS audit on human resources management that better documentation is needed to record the recruitment process. There has been a marked improvement in this documentation since the audit.
AAS salaries are calculated locally and there is no centralised database that would allow the monthly salaries to be monitored systematically. The financial control unit also checks that increases in the salary scales are in line with the rules in the AAS regulations. In most schools, there are now two separate sets of salary scales; one for staff recruited after the introduction of the new regulations in 2007, for whom salary increases follow those of seconded staff, and another for staff already in post at that time, who maintain acquired rights to the method of indexation previously adopted, in addition to the right to follow the index of seconded staff if that is more favourable. This method of calculation for the staff recruited before April 2007 was challenged in front of a German Labour Court, but the Court decided in favour of the European Schools and rejected the complaint as unfounded.

In order to align the organisation charts with the real situation at the schools, the Board of Governors agreed, based on a proposal of the AAS Working Group, to define a more coherent and restrictive policy on the employment of auxiliary staff and agreed in this context in April 2012 on the transfer of 30 auxiliary functions to AAS posts.

4.6   Appeals

Seconded staff (teachers or others) and part-time teachers (except AAS) have the right to take disputes to the Complaints Board in accordance with article 80 of the Regulations for Members of the Seconded Staff of the European Schools.

In 2013, 15 appeals, a far lower number than the previous year, (27 ones in 2012, something which was accounted for in particular by the changes to salaries applied as from the beginning of the 2011-2012 school year) have been lodged by teaching staff in front of the Complaints Board. 

The Complaints Board ruled on these cases as following:

· 3 appeals resulted in annulment

· 8 appeals were dismissed

· 2 appeals were removed from the Register

· And 2 decisions are still pending. 

Complete information is contained in the “Annual report for the year 2013 of the Chairman of the Complaints Board of the European Schools” under reference 2014-02-D-16-en-1, also presented in this Budgetary Committee.
4.7   Sickness insurance fund

The financial controller is a member of the management committee of the Sickness Insurance Fund. Until 2007, the rate of contribution to the Fund was deliberately set below the level needed to cover expenditure in order to reduce a substantial surplus that had built up.  In April 2007, the Board of Governors agreed a proposal from the committee to increase the contribution rate with the intention of balancing income and expenditure and thus stabilising the reserves. The increase took effect from January 2008.  As shown in Table 10, income and expenditure were almost equal in 2008.  In 2009, there was a significant reduction in expenditure which resulted in a net surplus of €1.5 million (including an additional €0.2 million as a result of the adoption of new accounting standards). For 2010, the surplus amounted €0.5 million. The figures for 2011 showed a surplus of 0.8 million.
The figures for 2012 showed a surplus of €1,4  million, mainly due to less expenditure by over € 1 million, compared to the previous year. 
The figures for 2013 are based on provisional data, however a surplus of € 1,1 million is expected due to the higher contributions (operating revenues) by around € 0,9 million over the expenses and by adding € 0,2 million as interest received in 2013. The net assets are thus estimated to reach around € 9,0 million, according to the last available data.
Table 10.  Sickness insurance fund (€ million)

	
	2003 
	2004
	2005
	2006
	2007
	2008
	2009
	2010
	2011
	2012
	2013

	Contributions

Interest

Total income
	1.4

0.4

1.8
	1.5

0.4

1.8
	1.5

0.3

1.8
	1.6

0.2

1.8
	1.6

0.3

1.9
	3.6

0.2

3.8
	3.7

0.2

3.9
	3.7

0.2

3.9
	4,0

0,3

4,4
	3,8

0,3

4,1
	3,6
0,2

3,8

	Expenditure
	2.8
	2.4
	3.3
	2.9
	3.2
	3.7
	2.6
	3.2
	3.6
	2,7
	2,7

	Annual surplus / deficit
	- 1.0
	-0.6
	- 1.5
	- 1.1
	- 1.4
	+ 0.1
	+ 1.3
	+ 0.7
	+0,8
	+1.4
	+1,1

	Net assets at year end
	8.1
	7.6
	6.1
	5.0
	3.6
	3.7
	5.3
	5.8
	6.5
	7.9
	9.0*


* Based on provisional data as of 24th of February 2014. Final figures will be sealed by mid-April. 

4.8 Other running costs and capital expenditure

For expenditure in Chapters 2 and 3 (non-staff running costs and capital expenditure), the financial control unit selects a sample of transactions for verification and prior approval.

Major changes in purchase procedures in the new Financial Regulation came into force in January 2008 and more recently in 2011. The financial control unit devotes a considerable amount of time to checks on tender procedures and advice to the schools. As the schools have become more familiar with the requirements, compliance with the procedures has improved, but there is still some way to go. During 2012 and 2013 special attention was given to the right implementation of the European Court of Auditors’ observations concerning procurement procedures and the necessity of the Schools to follow a full tendering procedure for all purchases above 6.000 euro. The recommendations issued by the Unit in this regard had to do with the adequate planning of the Schools´ needs, especially in the field of IT equipment  (for which the combined value of the purchases from each supplier usually exceeds the threshold of 6.000 euro), in order to organize tender procedures and to achieve better prices in the market. Guidance was also given on how to conclude framework contracts and to make use of the possibilities not to issue invitations to tender under certain conditions and requirements fully described in Article 70 of the Financial Regulation.

At the end of February 2013, the revised Memorandum (Ref. Num. 2013-02-M-2-en-1) for the purchases of goods and services was put on circulation, after a long period of consultation with the Bursars. Additional instructions and clarifications were also sent to the Bursars on this issue. The main changes that were incorporated in the revised Memo concern the introduction of the open procedure for contract value above 125.000 euro and the new lightening rules for purchases between 600 and 6.000 euro under Article 71 paragraph 4 of the Rules for Implementing the financial Regulation. 
5.   Receipts
5.1.   School fees – legal action

In December 2012 the Board of Governors decided to increase the school fees for newly enrolled category III pupils in a ‘one shot’ ranging from 20% to 30%. Moreover, it was decided to reduce the reductions for siblings from 50% to 20% for the first sibling and from 75% to 40% for the following siblings. The new rules will apply for all pupils newly enrolled as category III pupils as of the 2013/2014 school year. The Administration Boards of most of the schools decided for an increase of 25%; in Munich an increase of 30% was chosen.

This general decision of the Board of Governors and the individual decision of the administration board in Munich were challenged by parents in front of the Complaints Board. In its decision 13/50 the Complaints Board ruled out that the general decision of the Board of Governors  ‘to increase the schools fees (one shot’ increase between 20% and 30%) and the reduction of the school fee reductions for siblings were lawful. Nevertheless, the Complaints Board cancelled the individual decision of the Administration Board of the European School Munich to increase the school fees for newly enrolled category III pupils by 30% instead of 25%.    

5.2.   School fees – administration

The three main elements in the correct calculation and collection of school fees are:

· the classification of pupils into one of the three categories fixed by the Board of Governors, which determine the level of fees payable;

· decisions on reductions in school fees, on grounds of financial hardship and family component;

· the follow-up of unpaid invoices.

5.2.1.   Classification of pupils

The Court of Auditors has emphasised the need for an annual check to verify the status of pupils in Category I (parents employed by EU institutions or other qualifying employers, not subject to school fees). The Directors now countersign a summary record of these checks, and these are normally supplied to the financial control unit as confirmation.  Cases where the pupils change category during the course of the year have continued to cause difficulty.  There has been some confusion over the status of temporary officials who continue to receive unemployment and family allowances when their employment is terminated. Nevertheless, the rule is that as from the date of termination of the contract, temporary agents do not meet the condition of being directly employed by an EU institution. These parents therefore are considered Category III immediately from the date when their contract of employment terminates, irrespective of any benefits they get after the termination of their services. With regard to staff of the Permanent Representations, the schools need to verify that only national officials, excluding staff recruited locally, are given Category I status.
5.2.2.   Fee reductions

Reductions in school fees on grounds of financial hardship require the schools to verify the annual income of applicant parents. This can be a complicated and time-consuming process.  
Tables 11 and 12 show the number of pupils receiving a reduction of fees and the amount of revenue foregone, respectively.
Table 11.  Reductions in school fees (number of pupils) – 2008/2009 to 2012/2013
	
	08/09
	09/10
	10/11
	11/12
	12/13
	5 year change
	12/13
Redn. / Cat III

	Al
	26
	32
	26
	30
	18
	-30,77%
	4,14%

	Be
	59
	58
	51
	50
	45
	-23,73%
	10,20%

	B I
	7
	11
	5
	4
	6
	-14,29%
	3,05%

	B II
	12
	8
	9
	8
	9
	-25,00%
	10,34%

	B III
	30
	20
	8
	7
	9
	-70,00%
	10,00%

	B IV
	1
	0
	1
	1
	1
	0,00%
	3,70%

	Cu
	43
	53
	48
	38
	42
	-2,33%
	8,14%

	Ff
	8
	4
	4
	6
	5
	-37,50%
	2,13%

	Ka
	60
	46
	53
	47
	38
	-36,67%
	7,63%

	Lux I
	9
	7
	5
	6
	4
	-55,56%
	1,14%

	Lux II
	1
	1
	0
	0
	2
	100,00%
	0,52%

	Mol
	156
	120
	119
	92
	103
	-33,97%
	17,98%

	Mun
	31
	42
	35
	31
	28
	-9,68%
	8,26%

	Var
	42
	39
	43
	44
	24
	-42,86%
	5,56%

	Total
	485
	441
	407
	364
	334
	-31,13%
	7,25%


As it results from the above table, the percentage of pupils being granted a reduction in school fees has gradually decreased over the years and this trend has been kept  in 2013. The average reduction in terms of the number of pupils who finally received a reduction in school fees reached around 31% (334 pupils in 2012/13, in relation to 485 pupils in 2008/2009 school year). The big reduction of 31% in the absolute number of cases is mainly the result of the reduction in the number of Category III pupils over the same period.
As in previous years, Mol has the highest proportion (17,98%) of pupils with reductions in fees, although the difference compared with other schools is less than in the past. 

In 2013, 7,25% of the total Category III pupils, received a reduction in school fees, compared to 7,75% in 2012.
The decrease in the number of Category III pupils is reflected in the value of the total amount of these reductions as shown in table 12, below. In 2012/2013 the total amount of revenue foregone has reduced by almost one third (30,5%) since 2008/2009, reaching the amount of 854.685 euros. The average amount in absolute figures per pupil receiving a reduction in 2012/2013 reached the amount of 2.559 euros, while this amount in 2008/2009 was totalled 2.538 euros. 

Table 12.  Reductions in school fees (euro) – 2008/2009 to 2012/2013
	 
	08/09         €
	09/10         €
	10/11         €
	11/12     €
	12/13  €
	5 year change
	11/12 to 12/13 change

	Al
	55.623
	60.259
	48.098
	53.014
	33.869
	-39,11%
	-36,11%

	Be
	186.918
	176.732
	156.505
	156.448
	135.986
	-27,25%
	-13,08%

	B I
	23.516
	31.702
	19.377
	16.977
	22.021
	-6,36%
	29,71%

	BII
	40.084
	24.731
	28.950
	24.821
	25.845
	-35,52%
	4,13%

	B III
	71.126
	39.932
	22.364
	18.072
	19.119
	-73,12%
	5,79%

	B IV
	980
	0
	2.459
	2.787
	3.877
	295,61%
	39,11%

	Cu
	99.335
	92.173
	112.738
	95.749
	112.366
	13,12%
	17,35%

	Ff
	24.059
	15.181
	15.485
	17.839
	13.768
	-42,77%
	-22,82%

	Ka
	122.517
	90.249
	114.458
	92.394
	85.647
	-30,09%
	-7,30%

	Lux I
	21.286
	20.566
	15.111
	18.537
	12.104
	-43,14%
	-34,70%

	Lux II
	2.626
	2.679
	0
	0
	5.815
	121,44%
	

	Mol
	351.458
	315.756
	254.716
	225.973
	227.207
	-35,35%
	0,55%

	Mun
	122.139
	107.979
	108.184
	88.693
	82.993
	-32,05%
	-6,43%

	Var
	109.581
	105.447
	116.466
	105.360
	74.068
	-32,41%
	-29,70%

	Total
	1.231.248
	1.083.386
	1.014.911
	916.664
	854.685
	-30,58%
	-6,76%


5.2.3. Unpaid invoices
The Financial Control Unit monitors the decision of the Board of Governors that, if the fees are not paid at the end of the school year, the pupils in question should not be admitted for the following year, unless the Administrative Board extends the time to pay. This policy is now understood and applied in all the schools, although in general the outstanding fees at September 2013 have been increased by 46,6%, compared to the previous year. The Schools have assigned the pending cases to lawyers in order to recover the due amounts. 
The deadline for the advance payment of 25% of the fees for the following school year is 30 June. This date is generally respected; in practice, payment by instalments is sometimes accepted but not beyond the start of the new school year.

Table 13 shows the amount of unpaid school fees outstanding at the end of each of the last 5 school years.  The amount outstanding in September 2013 represents 1,43%  of the total fees invoiced annually (including both categories, II and III). The total amount written off as unrecoverable over the past 5 years averaged around €47k per year, which is around 0,15% of the annual fees invoiced in 2013.  
	
	Table 13 Uncollected school fees and amounts written off (euro)



	 
	Outstand-ing at Sep. 09
	Outstand-ing at Sep. 10
	Outstand-ing at Sep. 11
	Outstand-ing at Sep. 12
	Outstand-ing at Sep. 13
	Written off Apr. 2009– Mar. 13
	Written off Apr. 2013 – Mar. 2014

	Al
	24.375
	20.102
	28.587
	31.393
	43.036
	11.335
	0

	Be
	99.824
	19.819
	28.513
	12.905
	40.431
	42.100
	0

	B I
	7.860
	9.982
	18.082
	19.727
	4.507
	8.675
	0

	B II
	4.624
	4.624
	4.624
	8.341
	8.341
	0
	0

	B III
	62.140
	28.288
	38.127
	28.372
	33.155
	581
	1.723,78

	B IV
	1.844
	2.928
	3.614
	9.193
	11.768
	0
	0

	Cu
	13.942
	12.497
	15.550
	18.442
	26.957
	15.368
	12.654

	Ff
	33.476
	0
	0
	10.482
	10.482
	33.476
	0

	Ka
	25.266
	11.712
	11.862
	3.013
	9.362
	76.086
	3.137

	Lux I
	62.082
	66.516
	40.820
	47.609
	46.193
	6.957
	5.298

	Lux II1
	51.012
	50.502
	365
	0
	0
	1.030
	0

	Mol
	94.184
	60.185
	67.646
	99.751
	186.254
	27.641
	0

	Mun
	0
	379
	1.887
	0
	0
	0
	0

	Var
	8.508
	4.170
	6.463
	2.317
	6.951
	11.136
	6.951

	Total
	489.137
	291.704
	266.140
	291.545
	427.437
	234.385
	29.764

	1 For the School Luxembourg II there were not available data, regarding the column “Written off Apr.2013-March 2014”, at the moment of the writing of this report.


5.3. Other receipts
In the previous reports, attention was drawn to the cost of furniture and equipment at Brussels II, III and IV, which was charged to the budget although, in the view of the European Schools, it should have been provided free of charge by Belgium under the terms of the Agreement of 1962. The total amount requested by the Schools from 1995 onwards now stands at over €1 million. In April 2006, the Board of Governors expressed the wish for an urgent resolution to this outstanding question. The Commission subsequently launched an infringement procedure in 2007 leading to an application to the European Court of Justice in 2009. In September 2010, the ECJ issued its judgement that it does not have the jurisdiction to rule on the matter. No information is available of further relevant action been adopted since this judgement. 

It has been also reported for several years that, following a back-dated change in Belgian legislation on family allowances, a substantial payment was expected from Belgium to the schools. As mentioned in these reports, the school of Mol has served as a “test case”, and it was understood that the national authorities have accepted the form and content of the presentation of the data necessary to establish the amount payable. In 2010, it was understood that in principle the payments were foreseen for February or March 2011, although the issue remains still pending.   
6. Accounting and administrative procedures

It should be underlined that it exists a strong recommendation from the European Court of Auditors, reiterated since 2009 (report on the accounts for 2009) to adopt accrual based accounting for the accounts of the European Schools. In particular, in the report for the accounts of European Schools for the year 2012 the Court of Auditors has recommended the Governing Board to take immediate action in this matter: “ The Governing Board should take immediate action (…) To adopt accrual based accounting using a new software package (including a specific module for consolidating the Schools´ accounts and producing financial statements);” In this sense, one of the proposals of the Working Group for the revision of the Financial Regulation (document 2014-02-D-44-en-1), is to address this recommendation of the Court, on the framework of the new ICT accounting tool SAP currently under development. This has been considered a very important action point specially taken into account the Conclusion of the Court for the accounts of year 2012: “Given the circumstances that enabled the accountant in Brussels I to make irregular payments and continuing accounting weaknesses identified by the Court in previous years, the Court is not in a position to comment on the legality of transactions recorded in the 2012 accounts. This calls into question the accountability framework for the European Schools”.
As per payment procedures is concerned, a new Memorandum was released on October 2013, following the principles recommended the Court of Auditors and by the IAS. This new Memorandum on payment procedures was positively considered by the Court of Auditors during the presentation of its report at the last Board of Governors meeting of December 2013.

In relation to the implementation of IAS recommendations on financial management, it should be pointed out that, as mentioned earlier in this report, guidelines for the management of extra budgetary accounts and for the reinforcement of the financial and operational ex-ante verification function at the decentralised level are currently under development. 

Further information on financial administration can be found in the latest report of the Court of Auditors, which gives a general overview of the accounts for 2012, together with observations arising from the audits carried out during 2012 at Brussels I, Bergen, and the OSG.
7. Conclusions and recommendations

The annual report, despite the above exhaustive analysis of several issues, focuses on a small number of targeted priorities that should be at the core of action of all stakeholders in the European Schools dealing with financial matters. 
It should be pointed out that several financial and administrative initiatives are in progress in order to respond to the recommendations of the Internal Audit Service and the Court of Auditors. In our opinion, the fulfilment of most of the recommendations of the above institutions will further improve and develop the system of financial management in the European schools.
The following action points are set out below, with notes on the current position.

	1.  In addition to confirming the regularity of specific operations, the financial control unit should continue in its function of providing advice and developing new procedures.
	The Financial Regulation explicitly recognises this function.  The financial control unit has given advice on various subjects during the period covered by the report.

	2. Revision of the Financial Regulation applicable to the Budget of the European Schools and its Implementing Rules.
	Ongoing. A report of the Working Group is presented at the Budgetary Committee of March 2014. The scope for the proposed review includes the following items: -possible adoption of an accrual basis accounting system, -revision of the role and responsibilities of the central financial control unit,- revision of the rules on procurement procedures, - revision of the rules for payment procedures.

	3. The new procedure on defining the initial step in the salary scale based on relevant professional experience should be monitored and assessed. High priority has to be given to the verification of salaries and allowances.
	The financial control unit intends to make checks on the spot focussing on this issue.


	4. Implementation of the new ICT accounting software SAP in the European Schools.
	After the initial scope for the implementation of the SAP ERP system in European Schools, the project is currently in the blueprint phase, during which a detailed analysis of ES needs and a requirements’ identification take place throughout the several ongoing Workshops that are held in the premises of the OSG. Along with this, a training on some basic  features of the tool for the project members is planned. The estimated duration of this phase is mi-May. 

	5. The Schools must plan their needs for IT equipment and other types of services and goods and organise tender procedures for contracts with values above 6.000 euro.
	The administration of the Schools should pay particular attention to the right planning of their needs in goods or services (e.g. furniture, construction works, IT equipment)  and conduct tender procedures as required by the Financial Regulation.

	6.  Rules for the calculation of the Severance Grant to be clarified and harmonized.
	Done. A new Memorandum on this matter was released on 2013, document ref nº: 2013-04-M-2/KK on “Basic national salary for the purpose of calculation of the Severance Grant under Article 72 of the Regulations for Members of the Seconded Staff of the European Schools”.

	7. Some Member States are not fulfilling the requirement of article 49.2.a of the staff regulations to notify national salaries directly to the schools.
	The difficulty remains.

	8. The implementation of the budget must be based on Sound Financial Management.
	The administration of the Schools should pay particular attention to the proper utilization of appropriations based on the right prioritization and planning of their needs.

	9. Payment procedures. Clarification and further measures are needed to mitigate the identified risk of possible divergence between the transactions introduced in the accounting system (Cobee) and the payment related data for the same transactions introduced on the electronic banking payments systems.
	In progress. In the framework of the development of the new ICT accounting tool SAP it is considered a priority that an effective link of this tool may be made with the electronic payment systems in place in the different Schools.

In the meantime (Cobee framework), a new Memorandum on payment procedures has been released on October 2013 (document  Ref: 2013-10-M-1-en-1/KK) stating the necessity for the most important payments to be signed by the Authorising Officer.

	10. The Schools should continue to carry out careful checks to verify the status of pupils in Category I (pupils not subject to school fees). Applications for reduction in school fees on grounds of financial hardship should be dealt with as quickly as possible. High priority should be given to following up unpaid invoices, including the advance payment due before the start of the school year.
	Continuing.

	11. The management of extra-budgetary accounts should be reviewed. 
	In progress. In line with the recommendation of the IAS, the financial control unit has circulated to the Schools a draft  document containing guidelines for the management of extra-budgetary accounts for information and comments. The target is to have a definitive document in force for the whole system by second quarter of 2014.

	12. Reinforcement of the operational and financial ex-ante verification function at the decentralised level.
	In progress. In line with the recommendation of the IAS,  a detailed checklist for this purpose was developed by the accounting and the financial control units at the OSG taking into account the verifications (operational and financial) required by the financial rules. Currently, the target is to include the checks stated on the checklist under the work flow of the new ICT accounting tool SAP.


4 March 2014
The Financial Controller  
José Luis Villatoro
2014-02-D-30-en-2 Annex A

Annual Report of the Financial Controller – Opinion of the Budgetary Committee

The Committee commented the quality of the very detailed and useful report. Some delegations would like the surplus to be used in future budget projections.  
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