Letter to Branches

	No. 431/10
	Ref: TK/PM/lm
	Date: 20 May 2010


To: All Branches
Dear Colleagues

Members Auditors Report

Please find enclosed as a pdf file a copy of the Members Auditors Report to the 2009 CWU Accounts.

Branches are advised that this has been reproduced in line with Rule 11. Members’ Auditors that reads as follows:-
1 There shall be two lay Members’ Auditors elected by Annual Conference to examine the accounts and report to Annual Conference.  A lay Memebrs’ Auditor shall not hold any other national position. 
2
The lay Members’ Auditors shall be entitled to submit recommendations arising from their examination of the accounts of the Union to the NEC.  The NEC shall consider such recommendations and report its conclusions to Annual Conference. 
Branches are asked to ensure that they bring a copy of this report with them to Annual General Conference 2010.

Any enquiries regarding this LTB should be addressed to the Senior Deputy General Secretary’s Department on telephone number 0208 971 7237 or email address sdgs@cwu.org.

Yours sincerely

Tony Kearns

Senior Deputy General Secretary
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MEMBERS AUDITORS REPORT 2009

This report covers the accounting period 1% January 2009 to 31% December 2009.

Due to the short space of time since we were elected we have only been able to examine
limited cross sections of Imprest accounts and other expense claims. We have been given
access to all documents that we have requested. We would like to place on record our
thanks to Tony Kearns, Peter Metcalfe and Gerry Ryan for their invaluable assistance in
the course of our work. We would also like to thank the staff of the Finance Department
who have supplied us with documents and information we have requested.

Letter to Branches LTB 393/10 details the professionally audited accounts.

Again we have sustained a deficit. Gross contributions have fallen as expenditure has again
increased and are forecast to fall further as the impact of the recent agreement with Royal
Mail reduces membership further. We endorse the SDGS comments on this issue.

DEFICIT

In 2009 we spent £20.76 m this needs to reduce to £17.5 m to match income in 2010. The
cost of the Keep The Post Public Campaign and the Royal Mail dispute may be considered
exceptional and added about £1.4 m to costs in 2009. Any potential saving there is negated
by the need to fund the increased pension deficit by contributions of £1.4 m a year for the
next ten years. We already face a very serious situation in BT over pay, and funds must be
made available to support any dispute.

STAFF SUPERANNUATION SCHEMES

Low interest rates, a flat lined stock market and increasing life expectancy are affecting all
final salary schemes. Tri-annual valuations of the three schemes show an obligation to fund
a deficit of £14.94-m. To put this in context we provide a comparison with Royal Mail and
BT pension obligations.

Employer | Active Pensioners | Deferred | Total Deficit Deficit per
Members member
CwWu 165 249 101 515 £14.9m £28,900
BT 63,600 180,500 96,300 | 340,400 £10bn £29,300
RMG 148,300 179,500 115,300 £9bn £20,300
443,100

In a shrinking union is a payment of £1.4 m each year sustainable?

Is it a realistic proposal; acceptable to the Pensions Regulator?

We need to take urgent action to cut administration costs to a minimum by merging the
three schemes. Deferred members should be offered buy outs or the transfer of assets to






another scheme. We must open talks with the GMB to secure pension benefits for their
members in line with the agreement reached with BT to secure our own members pensions
and recommended by the CWU, in particular looking at the possibility of increased
members contributions and raising the retirement age. We should also consider the
permanent transfer of assets currently used as security for the pension fund deficit.

MEMBERSHIP

In 2009 we had 11,000 new members and 30,000 leavers. For the first time we have less
than 200,000 working members with a figure of 196,800 in April 2010. The impact of the
Royal Mail 2010 agreement is still to come and will reduce the figure significantly further.
We are losing full time members in recognised companies and where we do replace leaving
members often the new recruits are part time or in non-recognised companies or both. We
effectively have to recruit twice as many joiners than leavers for our income to stand still.
Realistically this is not going to happen. Even if the overdue initiative to have dedicated
Postal Organisers results in every non member in Royal Mail Group joining the union this
will only off set the head count reduction planned by the business.

ACTION TO BE TAKEN

We have to face facts we have a union designed for 300,000 members but we actually have
200,000 members. We have no option but to plan and budget accordingly.

We have certain items of expenditure prescribed by rule. Some items of expenditure are
conference policy and other items of expenditure we do because we have always done
them. At a time when income is being drastically reduced can we have ring fenced areas of
expenditure while other areas suffer disproportionate cuts? If we do; have we ring fenced
the right areas. Or do we need to look at the organisation as a whole from top to bottom
and re-define our priorities?

ACTION BEING TAKEN

We welcome the following:-

The current investment in [.T. at CWU Headquarters makes possible the increased use of
conference calls, video conferencing and web conferencing and potentially drastically
reducing the need for meetings and the commensurate cost.

The introduction of Debit Cards, to replace Rail Warrants and Imprest Accounts, to enable
our representatives to better plan ahead, obtain the best prices and receive prompt
recompense for expenditure on the member’s behalf. We also note that the long hours
culture of some of our field officers has been almost entirely ended.





We appreciate the sacrifice of Headquarters staff to accept a non-consolidated lump sum in
lieu of a pay rise in 2009, at a time when the majority of our members received no increase
in basic pay.

We also wish to give thanks to staff at Alvescot Lodge who accepted reduced pay whilst
being laid off during refurbishment.

We also note the closure of vending machines, and catering facilities and plans to rent out
the subsequent vacant office space. This is a sign that CWU Headquarters realise their
obligations to minimise costs and find alternative income streams at this critical time for
our union.

The transitional costs of taking over the Alliance & Leicester Group Union of Staff
(currently £159 K) are coming to an end and they will go over to the normal Branch rebate
system by the end of 2010.

The reduction in delegations to the Labour Party TUC and associated conferences, but we
expect that decreases in elected delegation strength will be at least matched by decreases in
Headquarters support staff attending. We applaud the re-negotiation of facilities contracts
at more advantageous rates. We are pleased to receive assurances that assets will be
revalued in 2010 as neither book values nor costs in the accounts reflect current market
values. Also as a surplus in 2010 is unlikely this avoids the possibility of capital gains tax.

RECOMMENDATIONS

Death benefit for working members can be taken on by an insurance company at no cost to
the Union. We recommend that this action be pursued as a matter of urgency saving some
£147 K. Death benefit for retired members is a considerably more difficult and emotive
subject. Current liability is £12 m and no insurance company will take this on. We
recommend that in future the liability be transferred to Branches with the proviso that
where a Branch is genuinely in financial difficulties the cost will be met from the General
Fund. The savings from these actions on Death Benefit will go towards the ever increasing
cost of representing our members at Employment Tribunals.

In future the location and timing of conferences must be governed by cost. Conferences
should be held at CWU Headquarters wherever possible.

We need to begin talks with the GMB now on staff numbers at Headquarters and not wait
until there is a financial crisis with far more serious consequences for the jobs of our
employees and services to our members. It will be painful and difficult to reduce an
organisation designed for 300,000 members to one based on 200,000 members or less. It
goes against everything we stand for and argue for as trade unionists but as we have seen
when managing change in BT and Royal Mail this can be achieved pragmatically and
successfully, dealing fairly with those who choose to leave, those who choose to stay and
maintaining services to the customers they serve.





CONCLUSION

In our opinion 2009 saw expenditure increase by £1.9 m whilst income remained flat.
Whilst the bulk of this increase was due to Keep The Post Public and the Royal Mail
dispute the fact is that nearly all areas of expenditure are increasing while income is going

to fall. See table below:-

Expenditure 2009 2008 2007
1,000’s 1,000’s 1,000’s
Central Services 750 509 421
Publications & Publicity 712 912 508
Education 640 697 547
Organisation & Branches 221 321 271
Regions & Divisional Representatives 895 849 649
NEC & National Organisation 4017 2672 1921
Elections & Ballots 350 210 206
Union Conferences 452 579 394
Affiliations, Delegations & Donations 769 752 727
Professional & Financial charges 661 518 774
HQ Expenses 2481 2456 2289
Depreciation 287 264 277
Salaries & pay roll 6806 6443 6603
Staff Superannuation 1240 1350 1383
International Activities 372 270 310
20,661 18,807 17,285

Despite the best efforts and excellent work carried out by the SDGS Tony Kearns and his
team we would have again been in deficit last year even without the exceptional costs. This
year we face break even at best even if savings of £3 m are achieved.

We have to decide and decide quickly what services we need to keep the Communication
Workers Union the type of Union we all want. We need a strategy going forward to ensure
the CWU’s existence and that means making difficult decisions, taking responsibility and
not hiding away or sitting on the sidelines unable or worse unwilling to contribute.

Robert Fox
Members Auditor

John Denton
Members Auditor







