Appendix toitem 16

Report to the 35™ General Assembly
FIG Working Week 2012 in Rome, Italy

Financial I ssues (Including 2011 Accounts, 2012-15 Budgets and 2014
Subscriptions)

1. Introduction

This paper provides the General Assembly with adatg on FIG’s financial progress in
2011, the Council's amended proposed budgets b2-2@ and an indicative budget for 2015
(which will be the first year of the new Councitexm), and other financial matters.

The General Assembly is asked to:

= Adopt the audited 2011 Accounts at Annex A, notimgt the audited accounts are in the
form of the template approved at the 2009 Genessdefbly (and provided again at
Annex B)

= Endorse the budgets for 2012-15, at Annex C tdaeeral Assembly agenda, noting that
the General Reserve recovers from 78% of regulanarexpenditure at the end of 2010,
to 103% at the end of 2014 and (indicatively) 10&%he end of 2015

= Approve member association subscription levels20t4, set out in section 5 of this
paper.

2. A commentary on FIG income and costs 2011

The global economic situation remained poor in 2@t the Council’s prudent approach to
budgeting and close control of all costs alloweel ibturn of a surplus for the year, and the
recovery of the general reserve to be above thgeraat by the General Assembly in 2009.

At the end of 2010, the Council restructured th& Elffice staffing, replacing the General
Manager with an Office Manager. This reduced satasts, whilst ensuring that the services
provided by the Office did not reduce.

Income from subscriptions was largely in line withdget, although the level of write offs
was larger than budgeted, due to a number of raBays during the year, and the need for
the General Assembly and Council to expel a numddemembers for non-payment of
subscriptions. This measure is only taken as arésstrt, after many attempts to contact the
member and agree a payment plan to pay off therstréne Council is however very aware
that many — perhaps most — members are suffenvagndial difficulties and so is anxious to
ensure that the benefits received by members aneved from those who do not pay their
arrears (for three years for Member Associatioms] awo years for other categories of
member).

Financial income exceeded the very cautious budgetbecause Office staff examined a
number of accounts in which to invest the reseraesl were able to improve financial
income whilst continuing to invest in low-risk ways

Income from the services provided to the WorkingeWexceeded the budget, because the
charge made by the Office for registration servi(@dixed price per registrant) was not
included in the budget and the number of partidiparas more than expected.

Overall, income was €20k above budget.
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Office costs were realised in line with the bud@etd €15k below 2010 costs), with careful
controls being exercised on all expenditure. Tras ncluded reviewing prices quoted by
existing suppliers and changing suppliers wheregpate. Outsourced costs were slightly
below budget. However, there were two movementsiwthis category which balanced each
other. Bookkeeping costs were above budget becagseéhad originally planned (and
budgeted) to reduce bookkeeper time during 201lweder the amount of bookkeeping
required has increased now that FIG is respondimeconference registrations (this is
covered in the money charged by FIG for each negist In addition, the work by the office
staff and the bookkeeper over the last two yeave lhegularised all aspects of our accounts;
it is therefore important that we maintain thistigvel of bookkeeping accuracy. Against
this, we spent less than budgeted on the maintenairite FIG website, as other pressures in
the office meant that we continued on a care andtereance basis this year. IT costs were in
line with budget; during the year, we changed I'pmiers to address problems with the
service provided by the last supplier, with no @age in total costs.

As expected in the first year of the term of thau@ml and Commissions, publications were
limited and so marketing and publication costs vahightly below budget.

Council and executive management costs were €30kvbdmidget. This was realised through
a number of savings. Travel costs were €25k belodgbt, and were again very tightly

controlled. It is important also to note that inmpacases, travel by Council members is
subsidised or fully covered by Council members’ &yers, by the hosts, or by other
organisations. FIG is very grateful for this sugpavhich allows Council members to

maintain close contact with many members duringytree. Meeting costs were below budget
as there was only one face-to-face meeting of then€il in 2011, in Marrakech.

The grants to Commission chairs were increasedii2in line with the decision of the
General Assembly.

Overall, the surplus of regular income over regudpenditure was €55k better than
budgeted.

The Working Week in Marrakech returned a highenthadgeted financial result, partly due
to higher than expected numbers of participantd,aso due to careful management by our
hosts.

Developmental spend was carefully monitored againstoverall financial position, with
monthly updates being produced by the Office, amchél quarterly reports to Council. The
healthy financial position allowed the Council tonlour all requests from Task Force chairs
for support and from Commission chairs for spectgpport, and to undertake some
developmental work on our IT systems and websites Tatter element was, however, less
than planned due to increased staff leave aga@sstel accrued in previous years. Poor
member support was also provided to all thoseldégmember Associations who requested
it.

The final result therefore was a surplus for 201 80,020 against a budgeted surplus of
€3,250.

The reporting of the results follows the amendecbant structure presented to the General
Assembly in 2011. The 2010 results have, wherewssiple, been restated in accordance
with this new structure.

At the end of year, FIG’s total reserve stood &%852, 115% of regular annual expenditure.
A further discussion of necessary reserves foFtderation is presented in section 4.
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At the end of 2011, the arrears of unpaid subsonptstood at €98,185. This is a reduction
on the end of 2010 figure of €110,224. The reductbthe figure is these difficult financial
times has much assisted by significant work byceftaff to ensure that invoices are received
by the appropriate person in each member, andrmeong contact to ensure payment. This
takes considerable effort for Office staff, and @euncil again requests all members to pay
their invoices promptly, or to contact the Offi¢ehey have difficulties in doing so. This will
considerably free up staff time to work on otheGRVork. The size of the arrears results in a
portion of FIG’s reserves being used to fund FI&hcow, rather than being invested.

3. Budgets 2012-15

Annex C to this paper presents proposed reviseddisdor 2012, 2013 and 2014 and an
indicative budget for 2015. The Council is mindéilthe competing requirements to state a
budget 4-years ahead (as committed to at the 2@0@1Gl Assembly), and that the final year
of the budget will form the first year of the newucil’'s work plan. The 2015 budget should
therefore, at this stage, be seen as indicative.

The key changes to the budgets agreed at the 28dér& Assembly are:
= Reduction in budgeted income from corporate membeoth because of the overall

financial situation, but also because of orgaroseti mergers — for instance of Trimble
and Ashtech (previously both corporate members);

= Write off budgets are increased because of theatiierancial situation;

= Income from fees charged for conference servicaadsased in 2012 because of the
regional conference;

= Bookkeeping costs are increased, for the reasgulaiagd in section 2 — it is important to
note that some of these costs are recovered iretfistration fee charges to the working
week, but Council has felt it important to keeptsoshere they lie, to allow open and
transparent reporting of the financial position;

= Travel costs for 2013 have been reduced in ligl20dfl costs;

= |T developmental activity has been budgeted in 2@Etause of the reduced work in
2011 (see section 2).

As last year, every effort has been made to basédullget on facts, and to set the budget
prudently. This is particularly important given tbreerall economic situation.

The budgets at Annex C include a range of notehadoudgets explain particular figures.
Two specific overriding issues should also be banmaind by the General Assembly:

= As always, we can make predictions about surplirees events, but factors may arise
which affect these; and

» The potential risk around subscriptions in the entrreconomic situation could reduce the
subscription income.

There remain three key measures for the budgetnh@ldeelieves; these are all set out in the
Annex:

= Key measure 1: there must be a surplus of regntamie over regular expenditure each
year — to ensure the financial sustainability @& FI
=  Key measure 2: there must be an overall surplustbeed4-year Council period — again to

ensure sustainability, but to allow flexibility ¢iie profiling of income from events and
expenditure on developmental activity;
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= Key measure 3: the general reserve must remainnatitie level of 90-100% of regular
expenditure.

The budget contained in Annex C meets key meaduaesl 2. Key measure 3 is discussed
further below.

4. FIG Reserves

As is shown in Annex C, the FIG general reservthatend of 2010 had reduced to 78% of
regular annual expenditure, below the 90-100% raggeed by the 2009 General Assembly.
The positive financial result for 2011 has increbsee total reserve to 115% of regular annual
expenditure.

Council has carefully considered the necessary sizeFIG’s total reserve. A key
consideration in this has been the risks that FAIG$ into the future, and any changes to
these. Council has agreed that continuing prudencesguired, given the final results in 2009
and 2010 being poorer than budgeted, and the d\wgohlal financial situation. Council has
also considered the changes to the arrangementwdanising FIG events, where FIG will
take increasing responsibility, significantly redwr the role of Professional Conference
Organisers (PCOs). This decision was made by Cbuafigr a review of FIG’s recent
experiences in event organising, and consideriagatrangements of other organisations. The
new arrangements will provide FIG with greater ngamal control over events, remove the
mark up taken by PCOs, but increase FIG’s ovesgdbsure to risks, and require additional
cash flow on occasions to make early bookings. Cibisicontent that the new arrangements
(which are being phased in, given the advancedapatipns for a number of events) are
beneficial to FIG, but that they require the creatof a specific Events Reserve. This is
therefore shown in the results sheet for 2011 (A and the forward budget (Annex C).
The proposed size of the reserve is €50,000, Withlével being reached in two stages (2011
and 2012). This change reduces the General Regei¥% of regular annual expenditure at
the end of 2011.

Council has also considered the appropriate deredonirior the reserve calculation, noting
that the percentage can move significantly as dgellar annual expenditure varies year to
year. Much of this variation is over a 4-year cy@dth increased publication costs at the end
of a Council and Commissions’ term, for instand&) reduce the variability of the percentage
calculation, Council has decided to use a 4-yearaming of annual expenditure, and this
change has been applied to the budget spreadsh&ehex C (but not to the results sheet at
Annex B, to maintain internal integrity in each thie sheets). Council considers that this
provides a more robust view of the size of themase

Having implemented these changes, the size ofwesétotal, events and general) are shown
in Annex C, with the General Reserve (using theedrly averaging of expenditure) being
97% at the end of 2011, and in the 98-103% rang2@t2-15. Council considers this be to a
prudent range for the reserve in these difficulaficial times, but will review the necessary
size of the Events Reserve after the results oR€@12 events are known and as the specific
arrangements for event organising are implemented.

The reserves are held in low risk investmentsijria Wwith the policy agreed by the General
Assembly. Any transfer of the reserves requires@@ by two people, one of these being a
Council member.
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5. Subscriptions 2014

The 2011 General Assembly approved membershipafeésllows:

Y ear Per capitafee Minimum fee Maximum fee
2013 4.48 € per member up to| a0 members or50 | 5,500 members
maximum of 5,500 member€EUR (whicheveris | (24,640 EUR)
Member associations fromgreater)
countries listed by the World
Bank as low-income economies |or
lower-middle-income economies
shall pay 2.24 € member up to a
maximum of 5,500 members.
These were the same level as for 2012 and Coumttdated that it wished to maintain the
same subscription levels for 2014. Council therefosw formally proposes the following
subscription levels for member associations ford2@1 line with recent practice, Council
also plans to hold subscription levels for othéegaries of member, which are set by
Council, steady:

Y ear Per capitafee Minimum fee Maximum fee

2014 4.48 € per member up to| a0 members or 50 | 5,500 members
maximum of 5500 member€EUR (whicheveris | (24,640 EUR)

Member associations fromgreater)
countries listed by the World
Bank as low-income economies (or
lower-middle-income economies
shall pay 2.24 € member up to a
maximum of 5,500 members.

The 2015 budget in Annex C is based on the assamphiat subscriptions will stay at the
same levels in that year, but a formal proposal kel brought forward to the 2013 General
Assembly, after consideration of the 2012 finansllts.

6. Conclusion

2011 was a difficult year for the global economyisTwas reflected in certain aspects of
FIG’s financial position, for instance in increasedite off of subscriptions. Overall,
however, close control of costs ensured a solidnioial result and the return of the reserves
from below the range set by the General Assemlilgs& reserves are vital for the Federation
in these continuing difficult financial times, andaintaining reserve levels remains an
important focus for the Council.

Council believes that the budget set is prudent meadistic and will allow appropriate
decisions to be made on levels of developmentakmditure, to ensure the continuing
sustainability of FIG’s finances.

lain Greenway
Vice President

16 February 2012

FIG 35" General Assembly 5/5
Rome, Italy, 6-10 May 2012
Finances



