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AFRICAN, CARIBBEAN AND
PACIFIC GROUP OF STATES

COUNCIL OF
THE EUROPEAN UNION

Brussels, 10 September 2007

ACP-CE 2118/07

COVER NOTE 1

from : The Director of the Centre for the Development of Enterprise
date of receipt : 13 August 2007
to : The Chairman of the ACP-EC Committee of Ambassadors
Subject : Centre for the Development of Enterprise (CDE)

- Report by the Auditors on the accounts for financial year 2005

In accordance with Article 27 of the Financial Regulation applicable to the Centre for the 

Development of Enterprise, of 17 December 2004, Delegations will find attached the audit report on 

the accounts of the Centre for financial year 2005 and the Centre's comments.

_________________

  
1 In English and French only.
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ANNEX

Ref. EB/CDE/43/07 Brussels, 31 July 2007

The Chairman
of the ACP-EC Committee of
Ambassadors
175 Rue de la Loi
1048 Brussels

Dear Chairman,

Accounts of the CDE for the year ending 31 December 2005

The accounts of the CDE for the year ending 31 December 2005 have been adopted 
by the Executive Board on the basis of the audit report by Ernst & Young and the 
Centre’s comments on this report.  

These documents are forwarded herewith to the ACP-EC Committee of Ambassadors 
with a view to obtaining approval of the accounts and a discharge to the Director in 
respect of the implementation of the CDE’s budget for financial year 2005.

Please accept, Chairman, the assurance of my highest consideration.

Philippe Gautier
Chairman
Executive Board of the CDE

____________________________
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ANNEX II

Doc. EB-CDE/22/07                                                              18 June 2007

COMMENTS OF THE CDE
ON THE AUDITORS’ REPORT ON THE ACCOUNTS

FOR FINANCIAL YEAR 2005
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Doc. EB-CDE/22/07                                            18 June 2007

Comments of the CDE
on the auditors’ report on the accounts 

for financial year 2005

The following comments relate to issues highlighted by the CDE’s statutory auditors, 
Ernst & Young, in the following sections of their report:

§ section 2 – Financial statement issues
§ section 3 – Comments on the presentation of the financial statements
§ section 4 – Internal controls and management issues.

For the purpose of easy reference, we have kept to the same numbering and headings 
as in the audit report.

-------------

2. FINANCIAL STATEMENT ISSUES

2.1. Clearance of temporary accounts

The Centre’s Financial Regulation allows funds committed during a financial year but 
not paid by 31 December of that year to be carried over to the following financial 
year.  

The amounts mentioned by the auditors were duly charged during 2006 to the related 
2005 commitments that had been carried over.

Steps have been taken to ensure that the status of the temporary accounts is 
reviewed regularly, as recommended by the auditors. The Head of Administration has 
set up an internal working group for this purpose.

2.2. Current account balances with Pro€Invest for common charges

Contractual relations between the Centre and the Pro€Invest programme are 
governed by the protocol of agreement and subsequent addenda signed between the 
Centre and EuropeAid.  Under the terms of the agreement, Pro€Invest pays the CDE a 
lump sum rent for the fully equipped offices placed at its disposal.  This lump sum has 
been reviewed in the context of each addendum to the original agreement.
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To comply with EuropeAid’s wish be able to check at all times that the lump sum 
corresponds to the actual cost, the Centre created a temporary balance sheet account 
in 2002, with the prior agreement of its own auditors and those of Pro€Invest.  The 
purpose of this account is to show on the debit side the actual cost to the Centre of 
placing fully equipped offices at the programme’s disposal and on the credit side the 
lump sum rent that Pro€Invest pays to the Centre.

Concerning the auditors’ remark that this account balance should be close to zero, the 
nature of some of the expenses in the lump sum (such as IT maintenance, software 
licences, network utilisation, rent of additional offices on the 3rd floor) precludes our 
being able to determine precisely the actual cost. The Centre therefore proposed to 
account for the difference as a receipt and deduct it from the funds to be received 
from the EDF.  

We have noted the auditors’ recommendation to settle this temporary balance sheet 
account on an annual basis and will take the necessary steps to do so.

In the meantime, the amount of 87,023.29 euros in account number 07000 under 
temporary accounts has been closed by creating an exceptional receipt that will be 
deducted from the funds to be received from the EDF.

2.3. Guarantee deposits without underlying documentation

The auditors refer to an old guarantee deposit of 23,549 euros paid to Swiss Life.  
This dates back to 1992 when the Centre moved into its current premises, then owned 
by Swiss Life.  In accordance with the terms of the lease, the Centre made a deposit 
of 950,000 BEF (23,549 euros) as a guarantee for payment of the building charges.  
Following remarks by the auditors in their report on 2004, we sent a registered letter 
dated 18 November 2005 to the present building manager requesting refund of this 
guarantee.  He replied that he had never received the guarantee from the previous 
building manager and raised the question of whether refund could have been made 
through deduction from an invoice billed to the Centre in the intervening period.  A
thorough examination of the Centre’s accounting records from 1992 to 2006 has 
revealed no trace of refund of this amount.

The many changes in the building’s owners and managers since 1992 make it very 
difficult to trace this guarantee.  However, we will write to the initial building manager 
to try to resolve the problem.

Concerning the guarantee deposits of 19,260 euros and 21,783 euros for social 
security charges, we have contacted Partena (social security services) to try to resolve 
the problem.
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2.4. Debtors - rental charges

The amount of 37,961.01 euros was removed from the debtor account on 
26 May 2006 and duly charged as an expense to the 2005 budget.

In follow-up to the auditors’ recommendation, the accounting officer has been 
instructed to improve the monitoring and clearance of the temporary accounts.

2.5. Debtors - rent guarantee charges

The amount of 10,746.10 euros was removed from the debtor account in 2006 and 
duly charged as an expense to the 2005 budget.

In follow-up to the auditors’ recommendation, the accounting officer has been 
instructed to improve the monitoring and clearance of the temporary accounts.

3. COMMENTS ON THE PRESENTATION OF THE FINANCIAL STATEMENTS

As mentioned by the auditors, the financial statements are presented in accordance 
with the Centre’s Financial Regulation.  However, we acknowledge that persons 
unaccustomed to the nature of the Centre’s accounts could find them difficult to 
understand.

Recommendations in the audit report on 2004 were taken into consideration when 
presenting the financial statements for 2005, and we have already had discussions 
with the auditors concerning the presentation of the statements for 2006.

The possibility of using the International Public Sector Accounting Standards (IPSAS) 
will be given due consideration and we will contact the services of the EDF to benefit 
from their experience.  However, as mentioned by the auditors, a change to IPSAS 
would require a transition period.  

4. INTERNAL CONTROLS AND MANAGEMENT ISSUES

4.2. Risk exposure regarding recoverable debtors and counterpart 
creditors

The working group for monitoring temporary accounts (see point 2.1) has met to 
consider the issues raised by the auditors.  A separate account, “Irrecoverable debts” 
has been created.  The next step is to determine which amounts are irrecoverable and 
transfer them to this account.  The final step will be to submit a proposal to the 
Executive Board to write them off.  

We wish to point out that most of the amounts in question date back many years and 
that an annual average of two to three bad debts is low in relation to the number of 
contracts signed annually (over 600).
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4.3. FAST accounting system and accounting manual

The comments the auditors made in their report on 2004 relate to the early months of 
utilisation of the FAST system, since when actions have been taken to rectify the 
initial problems.  Steps will be taken to revise and update the accounting manual, as 
recommended, and also to arrange additional training for the staff.

4.4. Regional Offices located in Senegal, Botswana, Dominican Republic 
and Kenya

4.4.1. Classification of expenses

The costs of the Centre’s Regional Field Offices (RFOs) are no longer charged to 
Title IV (Operations), since a new title was created in the 2006 budget – Title III 
(Technical support and operations management).  

Since 2006, therefore, the RFOs’ running costs, the cost of staff recruited locally, and 
installation costs are charged to Article 331 (Regional Field Offices).  Also charged to 
Title III are costs for reinforcing the Centre’s operational network.

The cost of members of the Centre’s statutory staff who are assigned to the RFOs 
continues to be charged to Articles 111 (Salaries) and 113 (Allowances) on Title I 
(Staff) 

This allocation of costs within the budget maintains a separation between the local 
costs of the RFOs and the cost of the statutory members of staff who are assigned 
there.

It should be noted that when determining the ratio between overall running costs and 
operations on the Centre’s annual budget, the running costs comprise Titles I, II and 
III.

4.4.2. Bank account of the Regional Office in the Dominican Republic

The bank account had to be opened under the name “Secretaria de Estado de 
Ordenador Nacional de Lome IV” in compliance with the country’s banking 
arrangements and laws since there was no Headquarters Agreement between the CDE 
and the host country.  Each bank transaction, however, required two signatures: that 
of the Centre’s Regional Field Officer and that of the EDF Authorising Officer. 

The CDE will be able to open a bank account in its own name once it has signed a 
Headquarters Agreement with the host country’s Ministry for Foreign Affairs.  It is 
hoped to be able to sign this Agreement in September 2007.
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4.4.3. Verification of accounting documents at the Regional Offices

The auditors’ recommendation has been noted.  The RFOs have been asked to submit 
their bank statements on a monthly basis and accounting software is being developed 
to standardise the methodology used in all the RFOs.  

4.5. Partena (social security) accounts

The auditors’ recommendation has been noted.  As mentioned in the report, a new 
methodology for the social security accounts has been used since June 2006.  The 
results will be assessed in 2007.

4.6. Indexation of salaries

The Centre will contact the Belgian authorities, as recommended by the auditors.  
However, after discussion with Partena it seems unlikely that it will be possible find an 
alternative solution for declaring the retroactive social security amounts.

4.7. Property tax (“précompte immobilier”)

The Centre has received confirmation from the Belgian authorities that the property 
tax is due by the building owner and not the tenant.  It is customary under 
commercial contracts in Belgium for the building owner to require a tenant to 
reimburse a pro rata amount for the surface area rented.  This is therefore a tax that 
is levied indirectly on the Centre, not directly.  

The Centre wrote to the Comité interministériel pour l’accueil des organismes 
internationaux on 10 May 2006 concerning this problem but received no reply.  It will 
send a reminder.

4.8. Financial Controller’s function

The role of the Financial Controller is established by the Financial Regulation of the 
Centre approved by the ACP-EC Committee of Ambassadors.  

The question of extending the Financial Controller’s role will be raised with the Board 
and the Commission, in order to ascertain whether or not the change recommended 
by the auditors requires an amendment to the relevant articles of the Centre’s 
Financial Regulation.   

In the meantime, the Financial Controller is a member of the working group that has 
been set up to monitor temporary accounts (see point 2.1).
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4.9. Debtors – VAT on rental charges

Refund of the VAT on rental charges in 2005 was received at the end of November 
2006.  

The auditors’ recommendation has been noted and claims for VAT refund will be 
submitted more regularly in the future.  

4.10. Obligations to creditors – CMMS mines project

After due verification that there were no further expenses to be paid for this project 
and in agreement with the Financial Controller, the balance has been transferred to 
“Other revenue” for refund to the EDF.

4.11. Inventory accounts – items below EUR 350

Items with an individual value below 350 euros are recorded as purchases for control 
purposes only.  They do not form part of the value attributed to the permanent 
inventory at 31 December 2005.

_______________
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