


Other publications

Number

Number of
downloads

of prints

Incoming phone calls
(Headquarters
switchboard, not including
mobile phones)

16,816

Annual Report 200 NL 105 (via Supporters, sector
100 ENG | jaarverslagwarchild.nl) development aid,
451 donors, journalists,
(via Warchild.nl) those interested in
War Child
Report ‘Child 300 45 Those interested,
Soldiers, the shadow politicians, journalists,
of their existence’ companies, private
individuals, sector
development aid,
donors
Report Sierra Leone ‘Let | 50 28 Those interested,
pikin business be all men politicians, journalists,
business' (see paragraph companies, private
5.1) individuals, sector
development aid,
donors
Presentations by 229 265 times Schools, Businesses
volunteer information requests information officer and Clubs
officers honoured sent

Personal contacts

Requests for information at;
reception general)

1,517

Requests for information
from schools

870

War Child structurally keeps donors, sponsors and those interested informed
by means of printed and digital newsletters. The printed newsletter has existed
since 1999 and is published three times a year. In 2007, the edition rose by

44% to 224,700.

279



Digital means

By means of the digital email newsletter, supporters are kept informed
about actions and events. In 2007, 40,000 people received the general
digital newsletter each month, while 5,000 children received the Kids News-
letter. In 2007, War Child was also active in various online communities
such as Hyves (23,169 members) and Habbo Hotel (600 members).

6.6. Information officers and ambassadors

In order to keep as many people as possible informed about the situations
in which war children live, various ambassadors and information officers
were active voluntarily in 2007.

Information officers

In 2007, the network of enthusiastic, expert volunteer information officers who
tell about the work of War Child at schools, in companies, clubs and other
institutions increased from forty to fifty, while the number of presentations
increased considerably from 143 in 2006 to 229. Several information officers,
by means of their own network, also inspired many individuals to start action
for War Child. Selection and distribution of information to the information
officers improved in 2007, with the introduction of information folders.

Ambassadors

Dutch singer Marco Borsato has been working for War Child on a voluntary
basis since 1998. In 2007, he was active during and after the press conference
on April 10 at Nieuwspoort in The Hague, during ‘The Agreement of Schokland’
(Project 2015, see paragrapgh 6.3) and at various presentations. On top of
that he once acted as editor in chief of a special Sunday edition of the dailies

of the Dutch Daily Media Combination (Noord-Hollands Dagblad, Gooi-en
Eemlander, Leidsch Dagblad and the Haarlems Dagblad). In this supplement,
edition of 240,000, the work of War Child was illustrated, and managed to
bring in in € 120,000 in advertisement revenues. Borsato was once again

one of the driving forces behind the Friends for War Child concert, in which

he also performed.

Presenter Jetske van den Elsen once again dedicated herself as kids’
ambassador in order to involve children with the work of War Child. On
September 21, she took part in the activities in the digital Habbo Hotel. Like
Marco Borsato, Jetske does all her work for War Child on a voluntary basis.

Others
For years, many other artists have also been active for War Child on a
voluntary basis. They feel an alliance with the aid to war children, particularly
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because music plays an important part in it. Guus Meeuwis, Ali B, Yes-R,

llse de Lange, Edsilia Rombley, Krezip, Najib Amhali and Voicst all performed
voluntarily during the Friends for War Child concert in 2007. Hip hop group
Opgezwolle was active on May 5 as Ambassador of Freedom for War Child,
while Patrick Martens was the presenter of the ‘Speel Goed Met Geld' action.
In the TV show ‘SuperNick' Rudolph van Veen, Maryam Hassouni and Yes-R
performed for War Child, and Matthijs van Nieuwkerk chaired the round table
during the presentation on September 21.

6.7. Media

War Child actively brings its work to the attention of a wide public. Often,

at big events such as Liberation Day festivals, the International Day of Peace
and the Friends for War Child concert, but also by means of the press. In 2007,
War Child was approached 54 times by various media for specific expertise

in the field of psychosocial support to children in conflict areas. Furthermore,
765 articles about War Child were published in the printed media in 2007.

To a large extent the tone of the articles about War Child was neutral to positive.
Of the 765 articles, 227 were positive and 11 negative. 149 articles appeared
in national papers, 612 in regional papers, while the remaining articles were
published in the Belgian press. The articles were mainly about War Child
actions (359), Marco Borsato (64), charities in general (35), War Child founder
Ms Willemijn Verloop (27), and the Friends for War Child concert (17). Further-
more 40 magazines devoted space to War Child.

Negative publicity

One example of negative publicity was an article in the newspaper

‘de Zwolsche Courant’ about an action of a school. The action’s
organisers indicated their disappointment in War Child, because no
one from War Child had been able to accept a cheque for € 3,000.
Miscommunication was the reason why no information officer could be
present at the time. Of course apologies were made and War Child
offered to send a different information officer at another time.

6.8. Review of fundraising

In 2006, around 30,000 fundraisers were active on the Dutch market,
according to Donor Union Holland. The fundraising market grew by 6% in
2006, to more than € 1 billion (figures for 2007 were not known at the time
this report was printed). The bulk of this growth is caused by the increase
in donations through legacies and bequests. This development did not have
a large impact on War Child's income, because War Child supporters are
relatively young. The growth in 2007 was for a large part caused by a larger
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number of steady private donors (Friends) and structural business sponsors
(see paragraph 6.8.1 for statistics).

Income

In 2007, War Child generated € 10,374,898 in income, a growth of 21%
compared to 2006. The bulk of this income, 65%, was realised by War Child's
own fundraising (private individuals and companies in The Netherlands). The
remainder was generated by authorities and institutional donors (23%) and

the National Postal code Lottery (10%).

Income War Child 2007

Own fundraising € 6,859,712
National Postal code Lottery € 1,000,000
Subsidies authorities/Institutional donors € 2,424,965
Other € 90,221
Total Income War Child 2007 € 10,374,898
Income Own Fundraising 2007

Private donors € 4,436,260
Business sponsoring € 1,500,756
Collections € 922,696
Total income Own Fundraising € 6,859,712

Low costs

The hallmark of the Central Bureau for Fundraising stipulates that a recognised
charity may devote a maximum of 25% of income to fundraising activities.

With its percentage of 15% War Child is well below this limit. This is possible
because of its large number of sponsors. The costs that War Child makes for
fundraising are costs of salaries and the costs of raising funds (direct marketing
through telephone and fundraising in the streets). War Child has not been

able to find sponsors for this, because these businesses exist by working for
charities. War Child has, however, been able to agree sharp tariffs fundraising
guarantees. The investments can be recovered within a few months and will
start bringing in a profit in the years after by bringing in structural donors.

6.8.1. Own fundraising

In 2007, own fundraising with private individuals and companies raised

€ 5,937,016. A growth of 30%, brought about by the increase in the number
of structural private donors, more once-only donations from trade and industry
and more third party actions. This extra growth was realised thanks to the
success of the Friends for War Child concert, the accompanying TV broad-
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casts, the Business Ambassadors Network and a large number of successful
private actions. A growth of 17% had been budgeted.

Private individuals

In 2007, income from private individuals grew by 55% to € 4,436,260.

® Friends for War Child concert: 16,000 friends were recruited by means of
the annual Friends for War Child concert in Ahoy and the accompanying
TV broadcast (42% of the total of newly recruited Friends in 2007).

More than 9,500 old and new Friends attended the concert on October 3.
Because all artists, sponsors and 600 volunteers donated their services the
concert took place at zero cost. The concert was broadcast on November 8
and 24, with a total of 1,000,000 viewers. Through www.uitzendinggemist.nl
the broadcast was viewed an extra 15,000 times.

e Street and telephone: 40% of the total number of Friends was recruited in
the street or by telephone. In spite of the fact that the efficacy in the market
of these means seems to be waning, War Child shows the same response
figures as for 2006. Recruitment at events and actions linked with War Child
has a better response than in the street.

e Online: The new website, introduced in 2007, produced a growth of 88%
in structural gifts and of 81% of once-only donations, also owing to the
large number of applications for the Friends for War Child concert.
Dedicated recruitment by email and special websites has not yet proved
to be successful. War Child did, however, realise a wide reach, but the
conversion into donations lagged behind. Research revealed that the most
important reason was that the propositions were not appealing enough and
that the online application entailed too many steps.

e Occasional gifts: Revenues from occasional gifts went down by 9%.

This result is distorted by the high revenues from the series of concerts
of Marco Borsato in 2006. In 2007, € 89,266 was donated from legacies,
an increase of 110%.

e Mailing: The biggest focus in the past year was the extension of our support.
But also the old supporters were asked for extra contributions in various
ways in 2007. This was done both digitally and by way of the newsletter.

Companies

In 2007, income from trade and industry grew by 29%. The emphasis lay

particularly on producing growth from structural income from trade and industry.

It was done by means of:

e Structural sponsors: The most important result was attracting a new
structural partner (Hizi Hair) and two main sponsors (T-Mobile and Tempo
Team). In the coming three years, they will financially support our field
projects and they will support headquarters and field by product sponsoring.
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We will be organizing with these sponsors specific joint events and actions.
Structural sponsoring brought in € 529,508. 17 Business Ambassadors
raised € 575,000 for three years, €170,000 of which for 2007. This net-
work, which was started in 2007, offers the opportunity for businesses
to be closely involved with an international aid organisation and to be
part of an interesting network of companies.

e Product sponsoring or donations: some 700 businesses supported
War Child this past year with donations or product sponsoring worth
€ 1,188,000. The Friends concert, but also the multi-medial Child Soldiers
Campaign was done by business connections. A list of companies suppor-
ting War Child can be found on www.warchild.nl/bedrijven (in Dutch).

Our aspiration to make a more direct link with sports with and in our partners
has not yet been realised. The first exploratory discussions have taken place
and will be continued in 2008.

6.8.2. Other events and actions

Liberation Day festivals

As a partner of the National Committee 4 and 5 May, War Child is present
every year at the Liberation Day festivals on May 5. By means of these festivals
War Child brings the problem of children in war-affected areas to the attention
of a wider and especially younger public from the perspective of May 4 and 5
and an annual theme. The hip hop group ‘Opgezwolle’ supported War Childs’
actions on five stages as Ambassadors of Freedom. Together with Kon Kelei
they made it clear that the child and the soldier do not go together. In all thirteen
festival cities at the War Child stand visitors could join in the Peace of Mind
experience, in which audio fragments drew attention to the situation of the child
soldiers in an interactive way. More than 750,000 people visited the Liberation
Day festivals in 2007. The newspaper ‘de Volkskrant’ and the website of radio
station FunX reported on the event.

Peace, Love and Ice cream

Apart from the financial support Ben & Jerry's pledges every year, the ice cream
producer organised with War Child a tour of various festivals (Pinkpop, the
Keane concert in Amsterdam, the International 4 day marches in Nijmegen and
the Rolling Stones concert in Nijmegen). During this Peace, Love and Ice cream
tour, the public was given information about war children at special lounges, and
they could make the acquaintance of War Child and become a Friend. For trade
and industry the ‘Peace Fridge' toured Holland. This special War Child freezer
filled with Ben & Jerry's ice cream was bought by 16 businesses. An amount of
€ 19,600 was donated to the projects in Sierra Leone.
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Third party actions

Every year, many people organise on their own initiative, alone or with

friends, club, school or church some kind of action for War Child. By means

of these, frequently highly original, actions they provide a substantial financial
contribution. War Child stimulates and supports the initiators with written
information, advice promotional material, and if necessary with an information
officer. In 2007, 1138 actions were organised for War Child. The total donations
from these actions were € 922,696. A growth of 34% was made, which can be
attributed to the increased media attention to War Child, the image of reliability,
much personal attention to campaigners and our pro-active approach.

Appealing actions

e 10-year-old Jip Maathuis sold chocolate letters for € 2, and for each
letter sold he donated € 1 to War Child. Jip sold 10,000 letters, a
big success that even made the Youth News.

¢ Rotary Club Eindhoven-Veldhoven organised an art auction in which
works by thirty artists of renown came under the hammer. The service
club collected € 45,000.

e On 12 October 2007, Yvet Meyer and Bas von Pickartz tied the knot.
During the church ceremony a collection was held for War Child,
bringing in € 145,-.

6.8.3. National Postal code Lottery

War Child is one of 53 charities sharing in the proceeds of the National
Postal code Lottery. Fifty percent of the total stakes are intended for charity,
in all an amount of € 216 million. In 2007, War Child received the significant
sum of € 1 million. This makes the National Postal code Lottery one of the
most important sponsors.

6.8.4. Governmental and institutional funding

Donations from governments and other institutional donors increased by 10%
in 2007. The total donations by governments and other institutional donors to
War Child projects amounted to € 2,424,965 in 2007. This increase is due
to greater exertions in the field of institutional fundraising, on the one hand to
diversify and enlarge income, on the other hand because co-operation with
reputable institutions (such as the United Nations and the European Committee)
confirmed and reinforced the appreciation for our work and the reputation of
War Child. In 2007, War Child received € 1,9 million from the Ministry of
Foreign Affairs as part of its Co-Financing System (MFS). From UNICEF,
War Child received € 266,740 for projects in Uganda, DR Congo and
Afghanistan, a large part of which will be spent in 2008.
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6.9. Complaints and follow up

When War Child receives complaints because of its communications

or fundraising, reactions follow in conformity with the guidelines of the
Central Bureau for Fundraising (CBF). In the case of serious complaints,
the complaints committee deals with the complaints and follows them up
on the same day. When it takes longer to investigate the nature of the
complaint, this fact is reported.

Complaints about fundraising

The number of complaints went up by 29 in 2007 to a total of 209. The growth
can be explained from the significant rise in the number of donors. Relatively
speaking the number of complaints caused by street fundraising and tele-
marketing went down from 0,06% to 0,05%.

Other complaints

In the email newsletter a double system is used of subscription and unsubscrip-
tion, which led to complaints about still receiving the email newsletter after
unsubscription. Because the projected new system is not in use yet, a volunteer
has been appointed to keep subscription and unsubscriptions up to date in
both systems. It involves some 100 mails and phone calls from people who
have repeatedly tried to (un)subscribe on a total of more than 750,000 email
news-letters. Finally a mini-mal number of complaints was registered about
information officers not turning up, or about people being called back much
too late or the mistake that an account was debited for a monthly contribution
whereas the individual in question had al-ready cancelled his contribution. All
these complaints have been duly dealt with.

The number of negative messages about newsletters and letters of thanks sent
by mail to donors went up. This may possibly be explained by the strong increase
in the number of donors. Exact statistics can not be given, as these messages
have not been registered. In 2008, War Child will research the need for commu-
nication with the supporters. We will also remain watchful for signals from our
supporters, so that also in future the number of complaints can be minimised.

6.10. Thanks!

It was owing to the support of Dutch private individuals and companies, the
National Postal code Lottery, various authorities and institutional donors that
War Child could help 850,000 children in 2007. Without the enthusiasm, the
dedication, the commitment and the generous donations of donors, sponsors,
volunteers, ambassadors and relations these war children would not get a
chance to a peaceful future. Heartfelt thanks to those who supported us in 2007!
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7.1. Board

Composition of the board in 2007

Name
Function in the Board

Portfolio
(year of birth)

Mr. M.R. (Maarten) van Dijk
Chairman

General Affairs and
organisational developments
(1964)

First appointed term /| Function / additional functions

of office until

1999 / Aug 2008

Management consultant and
Partner in VictoriaLofts en
Sequoia Residences,
Chairman of the board of
Dutch Gestalf Foundation,
Amsterdam.

A.C.C.M. (Xander) van Meerwijk
Member

Marketing and

Fundraising

(1945)

1999 / Aug 2008

Executive Director LVG
Holding, Member of the
Board Meyer Monitor B,
Member of the Board
Amersfoort Zoo BV, Member
of the management Dito
Foundation, Member of the
Board Merison Groep BV.

Drs. E.K. (Evert) Greup
Treasurer

Finances

(1956)

2005 / Jan 2008

Chairman of General
Management VVAA group BV.

Drs. M.G.M. (Marcel) van Soest
Member

Humanitairian Aid

(1965)

2004 / Apr 2010

Executive Director, World
AIDS Campaign, Member of
the Advisory Committee of the
Gilobal Union Federations’
HIV/AIDS Programme,
Member of the Global
Movement for Children
HIV/AIDS Taskforce and
Member of the Steering
Committee Civil Society
Participation UNGASS.

Shula Rijxman
Member
Communication and
Information

(1959)

2007 / Feb 2010

Chief Commercial Officer IdtV,
Member of the management of
Women Inc., Member Advisory
Council Lof, Initiator
BtheChange
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The members of the board of War Child perform their functions on a voluntary
basis. Drs R.J. (Rob) van den Dool, member of the War Child founding board is
Board Advisor.

In February 2007, Ms Shula Rijxman (commercial director of IdtV) became
member of the board and Mr Marcel van Soest's term was extended by another
three years until 2010, At the end of his term (April 2007), Mr Frank Kortmann
resigned from the board. In 2008, one new board member will be taken on to
further extend the expertise of the board.

Jurisdiction and tasks of board and management

Jurisdiction and tasks of the board have been laid down by statute. The board:

* s ultimately responsible for strategy, policy, budget and results;

* sees to it that the activities of War Child are aimed at realizing the
targets and contribute to the mission of War Child;

® examines the strategic long-range plan and the individual annual plans
and budgets and reviews the progress of the plan through the year;

e decides adjustments of plans, budgets and investments;

e decides about appointment and dismissal of management;

e guards against mixed interests between foundation and board members
and/or officers.

In the case of conflicts of interest the board members involved will abstain
from decision making and voting.

The board has delegated tasks to management. Management is responsible for
the development of strategy and policy; for drafting plans and budgets and also
for the day-to-day management of the organisation. By statute management has
a policy preparatory, policy advisory and policy executory task. Management
informs the board of all relevant facts and developments.

Management evaluates the execution of War Child’s annual plans. Management
accounts to the board by means of the annual plan and the budget, four-monthly
reports and the annual account. The board approves, if need be with adaptations,
plans and execution.

Managements prepares, and generally attends, board meetings. Board

members will receive a financial and relevant account from management
before these meetings.
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Evaluation of the functioning of management and board

In 2007, the board assessed once more the composition of both board and
management. Considering the ambitions, the expected growth of the organi-
sation and the tasks of the present board it was decided to reform the board
structure into an organisational model with a supervisory board between
2007 and 2010. Management will then have the ultimate responsibility for
the foundation’s strategy, policy, budgets and results.

Board account 2007

In 2007, the board held five regular meetings, in which interim reports,

the annual account 2006 and the year plans for 2008 were discussed and
approved. Prior to the board meeting, the heads of department discussed

the year plans with the portfolio holder in the board. In the year plans for 2008
the targets and progress of the Strategic Long-range Plans 2006 — 2010
were taken into account.

Among other subjects under discussion were: improvement of the security
policy, the development of co-operation in War Child International, development
of policy on the subject ‘Peace building’, the recruitment of the new Executive
Director and the Child Soldiers Campaign.

Activities of the board

Board members take part in activities in order to stay abreast of important
developments and to support War Child. To this end part of the board attended
the Management and Methodology week, in which management staff from

the field had come to Holland to exchange information and determine policy.

A number of board members are available to inform sponsors and other
persons concerned. In contrast to previous years, the board did not travel
anywhere on War Child business.

Expenses of the board
The expenses of the board for 2007 were € 179.80 for sandwiches at board
meetings and travel expenses in Holland. € 1000 had been budgeted.

Procedure (re)election board members

The board selects new board members on the basis of their expertise in and
knowledge of the fields of operation of War Child. The board consists of at
least five members, each with their own portfolio: Organisational development
and General Matters (chairman), Finances (treasurer), Humanitarian Aid,
Methodology and Programme development. For each portfolio there is a
profile on the basis of which new board members are selected. A member

of the board stays in office for three years and can be reappointed once.
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A second reappointment is possible if it is in the interests of the continuity
of the board. Members of the board resign according to a schedule drawn
up the board. Members with concurrent terms will by preference not resign
at the same time, but will phase their resignations within their terms, in the
interests of continuity.

Annual audit

War Child attaches great value to quality and professionalism. For that reason
risks are covered as far as possible and audits and checks are carried out.

The assessment of the functioning of the organisation and of the internal admini-
stration and the audit of the annual account is done by means of an annual audit
by PricewaterhouseCoopers (PwC) Accountants. PwC Accountants have been
War Child's accountants for the past seven years and performs no other non-
auditing tasks. The findings of the 2006 audit have been discussed in this
account year with the treasurer and reported to the board. Local audits are

also carried out in the programme countries, see chapter 10 for statistics.

7.2. Management

Founder and Executive Director Drs. J.W. (Willemijn) Verloop transferred

her assignments to Drs. M.H.T. (Mark) Vogt as from 1 August. As Executive
Director, Mark Vogt leads the executive organisation and, together with

Ms Willemijn Verloop as part time Director External Affairs, forms the manage-
ment of the organisation. The management is supervised by the board.

During the pregnancy leave of the Executive Director, the head of the
Supporting Departments, Ms Paula Frankema functioned as manager
ad interim from January up to July 2007.

Remuneration

By the end of 2007, the Executive Director received a net salary of € 3,222.22
(gross € 5,294) per month for a fulltime appointment of 40 hours per week.
As stated before, this office was held first by Ms Willemijn Verloop, then by

Mr Mark Vogt. As Director External Affairs Ms Willemijn Verloop received a net
salary of € 2,055.17 (gross € 3,420) per month for an appointment of 60%.
These fees are well below the guideline of the Dutch Fundraising Institutions
Associations (VFI) for management salaries. Management salaries are annually
determined by the board on the basis of the evaluation of management by the
board and the management team. As for all officers, the pension scheme is to
the account of the employer.
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Sidelines

The Executive Director had an unpaid sideline as a member of the IDFA fund.
The Director External Affairs was a member of the board of ‘Foundation Child
Soldier’ (Stichting Kindsoldaat), member of the board of ‘Movies that Matter’,
member of the board of directors of ‘Mundial Productions’, member of the
advisory council of ‘Foundation Mara’ (Stichting Mara). Management side-
lines are discharged outside working hours on a voluntary basis (only for

the function at Mundial Productions, expenses were refunded). It always
involves sidelines with social organisations who, among other things, strive
for exchange of knowledge and widening of the network both for War Child
and the organisation in question.

The Executive Director represented War Child in the National Committee
May 4 and 5 and with the Foreign Office and in organisations such as
Capacity building in Developing countries (PSO) and Partos.

7.3. Management team

At the end of 2007, the Management team (MT) consisted of the Executive
Director (Mr Mark Vogt), Head of Programmes (Mr Hendrik van Gent), Head of
Marketing and Fundraising (Ms Ellen Kooij) and Head Supporting Departments
(Ms Paula Frankema). The MT meets at least twice monthly and assesses the
execution of the board-approved year plan and the budget. The MT supervises
the progress of programmes, finances, fundraising, communication, facilitatory
matters and personnel affairs on the basis of management information. Once a
year, the management evaluates the MT and its various portfolios.

7.4. War Child International

War Child Holland is part of an international network of organisations with

the same name and the same logo, which strives to improve the wellbeing of
children living in war-affected areas . The organisations work together as equal
partners with identical goals, but are legally, financially and administratively
independent foundations. The principle of the network, both at headquarters
and in the field, is to improve quality and efficiency of the aid.

In 2007, War Child International consisted of two independent foundations:
War Child Holland and War Child Canada. The co-operation was continued in
2007 in a joint programme in Sudan (co-ordinated by War Child Holland) and
a joint programme in Sri Lanka (co-ordinated by War Child Canada). In 2007,
progress was also made to include War Child UK in this co-operation in 2008,
pending legal and other conditions.
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In 2007, War Child's human resources policy was based on the principles of
growth, responsibility, transparency and an open culture. The most important
motivation for staff to do work of this nature is the work itself. By matching talent
with tasks, War Child hopes to continue challenging its staff and improving the
organisation. When hiring for new jobs, the organisation always first attempts

to place employees internally, before recruiting externally. In the field, the policy
to appoint people from within the organisation first (also in other countries
where War Child is active) has been intensified.

War Child is a responsible employer with a suitable package of terms of
employment. Especially for the expatriate members of staff, a good balance
between work and private life is crucial, given the often very difficult circum-
stances under which they work. War Child’s human resources policy strives
for the highest level of transparency. All members of staff are treated equally
and both job descriptions and the appraisal system are made public. Finally,
War Child wants all people involved with the organisation to feel at home,
even if they are working on the other side of the world. War Child strives to
be an organisation with an open culture, in which everyone can express their
opinion and work with enthusiasm and creativity to build an organisation that
makes a difference.

Organisational development and personnel

In 2007, a new structure was introduced with regard to the co-operation
between headquarters and the programme countries, (as is described in the
introduction to chapter 4 ‘Decentralisation’). This also has implications for
the human resources policy. Reinforcement in the way of programmes will,
for example, first be implemented in the field, before in headquarters. New
working processes, job descriptions and support for co-workers will also be
required to support this new structure. The standard organisational structure
that was implemented for programme countries in 2007 will be reviewed in
2008. Development of the volunteers policy was completed in 2007. Please
refer to paragraph 8.1 and 8.2 for more information on this policy.

War Child's staff consists of:

1. Local and international staff (expatriates) abroad;

2. Headquarters staff in the Netherlands.

A number of volunteers also work for War Child, both in the Netherlands, in
headquarters and throughout the country, and in the programme countries.
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8.1.

Local and international staff abroad

In order to improve sustainability in the programme countries, War Child
continued to work with local people as much as possible in 2007. The local staff
is made up of project staff (managers, aid workers and financial administrators)
and support staff (drivers, guards, etc.), while the international staff comprises
employees in senior positions (managers and consultants). Both types of staff
are employed by War Child: the local staff falls under local labour law, whereas

expatriates fall under Dutch labour law.

Staff (data on 31 December) 2007
Number of expatriates in senior positions 20
Number of local staff in senior positions 6
Project staff 91
Support staff 168
% local employees in senior positions 23%
Average number of years

of employment of expatriates 2.4
Average age of expatriates 38.9

70.0

60.0

50.0

40.0

30.0

20.0

10.0

0.0

2004 2005 2006 2007
Year

2006 2005
23 23

7 4

101 n/a
187 n/a

23% 15%

1.47 1.1
38.5 36.6
FTE Employees

. FTE national staff in
senior positions

FTE expatriates in
senior positions.

‘ FTE Head office
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In 2007, the number of expatriates who left War Child decreased slightly. The
decrease of expatriates joining the organisation, however, presents a some-
what distorted image. At the beginning of 2008, expatriates will begin working
in positions that were created in 2007. The percentages of staff joining and
leaving the organisation (respectively 30% and 45%) are important as they
give an impression of the stability of the present staff. However, this percent-
age is still too high, although the average time for which a member of staff is
employed has increased (to 2.4 years), which is according to the objective.
There are, however, differences between countries. Staff members remain in
their positions considerably longer in Uganda, for example, than in Afghanistan
or DR Congo, which is related to the local security situation.

Local employees to senior positions

The recruitment policy to increase the number of local staff in senior positions
has continued. This has a positive effect on the sustainability of the projects
as fewer expatriates are required and perspectives for local employees are im-
proved. The quality of War Child’s programmes must be guaranteed; however,
this can only be achieved with qualified people, and local employees are not
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always qualified for such positions. In 2007, the percentage of local staff
in senior positions remained the same at 23%.

Country Directors

To improve the prospects for the continuation of a programme, it is better when
Country Directors (as well as other expatriates and senior employees) remain
in their positions for a long period. Country Directors have indicated that a
good balance between their working and private lives, a good career prospec-
tive and suitable financial recognition are important. These points have been
incorporated in the Terms of Employment for 2008, while a policy for training
was implemented in 2007.

New contract and job evaluation

For those employees who work structurally in both programme countries and
headquarters, a new contract has been developed. In 2007, a job evaluation
system was developed for use in the field, which every programme country
can use to apply its own job ratings. The adjusted assessment system for
senior positions has also been introduced.

Handbook

In most programme countries managers who employ their own local staff are
trained in supervision and are introduced to the use of the ‘Handbook for HRM
for National Staff'. At the end of 2007, representatives of programme countries
and the HR department spent a working week discussing and further developing
this handbook, the newest version of which is expected during the first quarter
of 2008. Staff details and HR working procedures (such as international recruit-
ment) have been partially introduced into the new Management Information
System. This process will continue in 2008.

Volunteers

In programme countries, just like at headquarters, volunteers make up a sub-
stantial part of War Child's work. However, the number of volunteers in the
field is higher than in headquarters. Volunteers assist with activities and are
often known to programme participants. This means that the volunteers

are often close to the people that War Child wants to help. This is of great
value to War Child as it not only raises the impact and reach of the activities
but volunteers also function as ambassadors in the refugee camps, village or
cities. In turn, the prominence of War Child is raised and thus the threshold
for children, young people and older people to participate is lowered.
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Bosco is 31 years old and works as a volunteer on a War Child project
in Northern Uganda for 8 hours a week. He is very enthusiastic about his
volunteer job:

“I work in a youth group in the village of Padibe West. | have been trained by War Child to do
activities with children, in particular dance and music. The war has meant that many children
have lost contact with our tradition, therefore it is extremely important to impart the meaning of
traditional dance to these children. This also helps to improve the relationship between these

children and their parents.

On a weekly basis, | really enjoy helping the 70 children and young people to cope with their
difficult situation and bringing back peace into their lives. It helps me too. | was 10 years old
when the war began, so | actually grew up during it. But thanks to the music and the work with
the children, | actually feel happy. | do this work alongside my usual work on my own bit of land,

in order to earn money. | tell many people about my work for War Child. | also tell my friends that

they should go to school or start up a business. Some are still very aggressive and drink a lot,

and | really try to convince them that this is not the way."”
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8.2. Staff on headquarters and volunteers

in The Netherlands

Staff 31 Dec
2007
Total number of employees (excluding interns) 48
Total number FTE 41,7
Incoming (excluding interns) 11
Outgoing (excluding interns) 8
Incoming interns 8
Outgoing interns 5
Contracts
Permanent contracts 42
Temporary contracts 6
Number 100% employed 14
Number <100% employed 34
Percentage number of part-timers 71%
Demographic data
Average age 38,2
Number of men 15
Number of women 33
Other
Percentage sick leave at headquarters 2,8%

Percentage training budget of total staff costs 0,71%

31 Dec
2006
45
37,5
19

13

31
14
10
35
78%

36,6
14
33

2,9%
0,71%

31 Dec
2005
39
31,9
11

22
17
10
29
74%

35,0
12
27

3,2%
0,97%

The number of staff at headquarters continues to grow, but less quickly than
last year. While the length of time that employees remain working for the organi-
sation has increased (from 2.4 to 3.2 years), it remains on the low side. This is
the consequence of a number of temporary positions in 2007. A relatively large
number of women (69%) and part-timers (71%) worked at War Child in 2007.

Sick leave remained approximately the same (from 2.9% to 2.8%).

Volunteers

In 2007, 11 volunteers worked in headquarters (around 4.5 FTE). Each one
worked a minimum fixed number of days every week for a few months. In rela-
tion to the growing demand for presentations in the country, a number of new
spokespersons were enlisted in 2007, bringing the total number to around 50
at the end of 2007. They represent around 1.2 FTE. Finally, a number of volun-
teers have done occasional work for War Child including translators, couriers,

catering employees, data entry employees and event staff.
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The efforts of volunteers result in extra productivity against low costs. Volunteers
also bring with them experience and flexibility, and have a motivating effect on
paid employees. Even when not working, volunteers also function as important
ambassadors for War Child. In 2007, for the same reasons, War Child placed
five students on work experience in various departments. On a regular basis,
both students and volunteers go on to work for War Child in regular, paid
positions.

For some time now, volunteers have been working in administration and at
reception. In 2007, War Child also actively recruited volunteers for other
departments in which specific expertise is desired, such as communication
and quality assurance. This process will continue in 2008, the aim of which
will be to determine where volunteers can be better placed and possibly
more frequently, and the supervision of volunteers can be established.

Code of behaviour

A new code of behaviour has been formulated for employees at headquarters,
expatriates, members of the Board, ambassadors, spokespersons and volun-
teers. The code raises their awareness of the representative function they have
when working for War Child and emphasises the connection with War Child.

8.3.  Shura

The Shura, an Afghan name for a council of elders, is War Child’s works council.
The council was established in its definitive form in June 2006, and although

still young, it has evolved into a serious discussion partner of the management.
In 2007, the Shura was involved in the appointment of the new director, the
development and approval of the volunteers policy and the new salary structure
of employees in the field. It also played a part in gathering feedback and advising
on the ‘Organisation Development-route’ within the programme department.

8.4. CSR as DNA

Corporate Social Responsibility (CSR) is closely tied with who War Child is

and what the organisation does. On a daily basis, War Child is involved in
helping children in (former) war zones, with the belief that children are the

future of a country. If all children world-wide can grow up into well-balanced
adults, the world will be a better place. The CSR mindset also underlies

War Child's fund-raising policy. Many corporate sponsors support War Child
and formulate their CSR policy in collaboration with the organisation. Sponsoring
of this kind not only means that War Child can keep its overhead costs low, but
also that materials can be re-used, since all office items have been donated by IT
companies, office suppliers and photocopiers and printers suppliers.
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War Child is also adopting the CSR policy for the move planned for 2008. The
current tenant of War Child's future office is donating the furniture and the
organisation is looking at optimising the climate control with the owner of

the premises as well as the costs involved. Indeed, the future office is a
former church that now functions as an office building, which is ultimately

the best way of recycling. The church has been restored by the ‘Stadsherstel’
(‘City Restoration’) Foundation in Amsterdam, which was aware of the impor-
tance of keeping this characteristic building.

The most common spearheads of the CSR policy, which War Child has been
following for years, such as internal environmental care (setting computers to
standby after 10 minutes, separating waste products), attention for volunteers
and the introduction of the code of behaviour, should nowadays be common
knowledge.

8.5. Future

For the first time, an investigation has been planned in the field, which will look
into the wellbeing of local staff in Afghanistan. The aim is a plan of approach

in order to help staff cope with the stress they experience. In the DR Congo
and the Middle East a supervision/HR training will be given. A benchmark
investigation into the terms of employment for expatriates is also planned.

In 2008, headquarters will review the appraisal policy, further develop and
implement the volunteers policy, see through the organisational changes

and fill the Management Information System.
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Organisational
Developments



During the 2007 growth and professionalisation process, the following general
organisational improvements were carried out.

Organisational structure and management

In 2007, War Child continued carrying out the decentralisation of programme

development and implementation. The accountability and the capacity for aid

is more the responsibility of the country teams. While headquarters supports
the implementation, it remains in a position of leadership and command.

Several conditions for successful decentralisation include:

® |mproved management information and administration systems for use
in the field;

e Guidelines for the field on how to deal with influencing policy, relations
with partner organisations, institutional fundraising and themes such as
education, the rights of children and child protection;

e Performance agreements, measurement and evaluation of field organisations;

e An advisory and supporting role of headquarters. Country Directors will
have more direct contact with headquarters, will be more directed in
planning and will be given more responsibility for programmes;

e Strengthening of the capacity of field organisations in the area of financial
management, personnel management, communication, security policy,
ICT and fundraising;

e Country Directors will be filling a more important advisory role towards
the management.

The most important changes in the management and board of War Child
in 2007 are outlined in chapter 7.

Management Information Systems

The Management Information System (MIS) is an organisation-wide information
system used in both the project countries and headquarters. It registers informa-
tion regarding the planning of activities and projects, budgeting, costs, personal
efforts and results.

The MIS enables analyses of, for example, activities, costs and results. The
system supports the management in the formulation of policy and strategy,
and subsequent adjustments. It also functions as a medium to improve the
work processes of staff, both at headquarters and in the project countries.
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In January 2006, development began on the MIS component which will
administer aid programmes and the registration of activities. This was tested
in Uganda at the end of 2006, giving field workers the chance to provide
feedback during development. Based on this input, headquarters is working
further on the development, and this component will be developed in the
second half of 2008.

In 2007, the parts of the MIS that will handle financial administration and the
staff administration were developed, delivered and partially put to use. The
staff administration component will be introduced in 2008. A start has also
been made on the part used for marketing, fundraising and donor manage-
ment. These components will be delivered during the first half of 2008.

ISO certification

At the end of 2007, certified auditor Anna Jureczek sponsored a preliminary
investigation and carried out a baseline measurement for ISO certification.
Based on this, the advantages and disadvantages of a certification trajectory
were mapped. An estimate was also made of the necessary (time) investment
of War Child employees and external support for the implementation and
certification. This inventory process was completed in 2007. As a result of
the relatively high costs of implementation and certification involved and the
large number of current projects, the Management Team has decided that
ISO certification will not be given priority in 2008.
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Risk Management



10.1. Financial risks

War Child programmes always focus on the long term, because peace-
building, psychosocial wellbeing and a better position for children cannot
be achieved within one day. This, however, does create a risk: income can
be lost, endangering the continuation of humanitarian aid projects. There is
also always the risk that fraud may prevent money intended for humanitarian
aid from reaching its destination.

Income

The willingness of individuals and companies to donate partly depends on the
economy. An unfavourable economic climate therefore has a negative effect on
War Child’s income. Income from institutional donors is also liable to changes.
Income from institutional donors can also fluctuate, as the policies of both the
Dutch government and the international community determine the areas (such
as education, good governance, health care, etc.) earmarked for grants and
humanitarian aid programmes.

Managing risks

War Child has various ways of dealing with the risk of fluctuating income
and the implications of this on the continuity of projects. First, War Child
manages financial risks through a policy of spreading income. Income is
obtained from multiple sources, including individual donors, gifts from
companies, the National Postal Code Lottery, institutional donors and
government bodies.

Second, the fundraising activities targeting private individuals and corporate
donors are focused on recruiting as many structural donors as possible.
Structural donors donate periodically via direct debit, which safeguards a
large proportion of War Child's income. War Child also prefers to establish
long-term relationships with corporate sponsors. War Child's aim is that
structural donations from private individuals and companies account for 60%
of the income of its own fundraising activities. The percentage increased from
55% at the end of 2005, to 58% in 2006 and to 61% in 2007.

Continuity reserve

Besides spread of income, spread of donors and the recruitment of structural
donors, War Child also has a continuity reserve, which complies with the
demands of the ‘Vermogensnormering Goede Doelen’ committee (capacity
norm for charities), chaired by C.A.J. Herkstroter (study on the initiative of the
Dutch Fundraising Institutions Association (VFI)). The reserve is adequate to
maintain projects of six months to a year so that activities can continue even

if sources of income are indeed lost.
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10.1.1.  Vulnerability to fraud

War Child has gained the trust of individuals, companies and other organisa-
tions that donate money, which involves a large responsibility to ensure the
money is spent properly. Despite the fact that War Child considers this very
important, there is always a risk of fraud diverting the funds from their proper
destination. This has implications for the implementation of projects as well
as for War Child’s reputation and credibility.

Training employees

War Child reduces the risk of fraud by ensuring that employees receive
adequate training. Prior to departure, Country Directors and administrators
receive a financial briefing and an introduction to the organisation’s systems.
Every War Child programme and partner organisation also receives a
handbook containing guidelines on financial administration and reporting.

Monitoring

In addition to training and procedures, the monitoring of compliance and

implementation are extremely important. These auditing activities can be

broken down into four components:

1. A thorough annual audit of the financial statements by external
auditor PricewaterhouseCoopers (PwC);

2. Programmes are also continuously monitored by the project
administrator, who works at headquarters. Furthermore, the
project administrator conducts internal audits from his/her base
in the project countries (in 2007 in Colombia and Uganda);

3. A minimum of one audit per year in a project country by
PwC in the Netherlands;

4. A minimum of one detailed monitoring of internal procedures
and financial administration in a large project country by a certified
local accountancy firm (in 2007 in Sudan and Uganda). War Child
also requires large partner organisations to appoint auditors approved
by War Child for an annual audit.
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In 2007, PricewaterhouseCoopers in the Netherlands conducted an audit of the programme in
DR Congo. The auditors examined the financial administration of both the office in Amsterdam
and in the DR Congo. They checked, for instance, whether the procedures met the required
standards: is there an adequate segregation of roles, are correct tender procedures followed
when purchasing local materials, et cetera. This audit revealed that the projects were up to
standard on both a financial and procedural basis. A recommendation was made, however, to
add a chapter on small projects to the general guidelines for partners. PwC also conducted a
mini audit in Afghanistan in connection with a cash discrepancy. Based on this investigation the
local administrator in Afghanistan was dismissed and procedures tightened. At the beginning of
2008, an extensive audit will be conducted in Afghanistan regarding the figures for 2007. External

audits were also conducted in Sierra Leone, Uganda and Sudan by local accountancy firms at the

beginning of 2007. These also revealed that the projects are up to standard on both a financial

and procedural basis.

Partner organisations

When War Child selects new partner organisations, extensive research is
conducted following the guidelines for partner selection (see chapter 3). If
War Child decides to support an organisation, improvement of the weaker
aspects of that organisation are included in the project’s objective. In Israel
and the Occupied Palestinian Territory, among others, War Child has
consciously chosen to collaborate with four smaller partner organisations,
where, alongside the project activities with young people, attention is also
paid to strengthening their capacity in the areas of fundraising, personnel
management and running campaigns. The Country Director or regional
Representative (in areas where War Child exclusively work with partners)
plays a key role in this process because he or she supports the partners in
the areas of development of strategy, programmes and organisation. Due

to a thorough selection procedure and close co-operation with the partner
organisations, the programme quality has improved and the risk of fraud has
been reduced considerably. This also enables partner organisations to indicate
where possible difficulties lie.

If the irregularities are too serious to maintain confidence in the people or part-
ners involved, financing will be suspended or those involved will be dismissed.
Where individuals are concerned, replacements will be looked for. In the case
of partners, War Child will try to find new partners. The aim is to fulfil the agree-
ments made with both local people and the authorities as much as possible and
to achieve the objective — support for children in the area in question — as much
as possible in alternative ways.
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10.2. Operational risks

10.2.1.  Political risks
War Child generally works in politically unstable areas. Changes in policies
and political relationships constitute major risks for the programmes.

To manage political risks as well as possible, War Child includes the political
situation in its analysis for the selection of countries and regions. Areas in
which the risk is too high will not be selected. When there are problems with
the authorities, the continuation of the projects has precedence over issuing
statements that may be politically sensitive. Finally, War Child keeps a very
close eye on political developments abroad through United Nations networks
and contacts with the local government and local aid organisations.

Advocacy is an important component of the programme in Colombia, and War Child is actively

lobbying for human rights in the South American country. A position directed too critically
towards governments could possibly undermine the progress of the programmes, therefore
War Child has joined a platform made up of multiple international aid organisations. In this way

it can remain critical without endangering programmes.

10.2.2.  Security risks

War Child works in areas and countries affected by war, where in some places
armed conflict is still going on. There is a constant risk of incidents or conflicts
flaring up again. In War Child's line of work it is impossible to guarantee com-
plete security, but everything is done to manage the risks as well as possible.

In 2007, it was very turbulent in the area at the centre of activities in the Batticaloa province

in Sri Lanka. Children could hear bombing and shooting back and forth from the Tamil Tigers.

In response to this increasing threat, War Child's partner organisations trained their creative
workshop leaders in security measures. They learnt what to do in case the centres were attacked.

Children were instructed not to go outside in the case of sudden strikes, which often involve

violence. When they heard gunfire in the centres, they were taught to lie on the ground and cover

their ears.

Training employees

To prepare expatriates adequately to cope with security risks, they receive a
three-day security awareness course before being sent abroad. The course
covers areas such as intimidation, land mines and kidnapping. Managers follow
a course in security management, if possible in the area of work, together with
colleagues from other organisations.
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Implementation

War Child has drawn up a general security policy with indicators for security
levels based on the United Nations system. This way, decisions can be made
based on warnings by the UN. The security situation is monitored and there

are five levels corresponding to the following situations: normal, alert, prepare
for evacuation, evacuation and temporary suspension of project. Each situation
involves specific security measures. Under the general security policy, a security
plan has been drawn up with specific guidelines and criteria for each country
where War Child is active. The Country Director is responsible for the develop-
ment of and compliance with the security policy. The policy is reviewed annually
and adapted if necessary. In 2008, ‘audits’ will be conducted in a number of
countries to determine whether the security plans are appropriate and being
used correctly.

Improvement

In 2007, War Child strived towards improving its response to security incidents
in the field. This will be followed up by a review, simulation exercise and staff
training in 2008. When making plans, the influence of security problems on

the implementation of policy is taken into account. The attacks on international
organisations and their employees in Afghanistan mean that, for example, it

is difficult to find international employees. Overseas employees are, however,
important for independent management and specialist knowledge; hence, the
reason why War Child is developing a number of scenarios with various security
situations and sees the implications for these on the presence of employees
and, ultimately, the scale of the programme.

10.2.3.  Other operational risks

War Child provides expatriates with good health insurance coverage. An
evacuation plan has been set up to ensure that expatriates can be evacuated
quickly if necessary. Worldwide, car accidents are one of the most common
cause of death of expatriates abroad. There is a lot of danger on the road

and roads are often in worse condition that in the expatriates’ home countries.
To reduce the risk of car accidents, War Child hires skilled local drivers.
Furthermore, there are guidelines and rules with regard to the purchase

and servicing of vehicles.
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Another operational risk is in the development of new programmes. Not all activities proceed
efficiently immediately, and circumstances are very difficult in countries like Sudan. In 2007,
the Sudan team ascertained by means of an evaluation that the programme was less effective
and efficient than desired in the last few years. This was due to, among other things, the signifi-

cant distances between locations (1700 km between Khartoum and Juba), the complex political

situation (two areas with two governments), insecurity (fighting right up into the centre of cities)

and local management capacity. War Child has responded to this by employing stronger, more
experienced international employees, and also deploying them in Juba. In mid 2008, a review

will take place to assess whether the measures taken have had effect.

Other risks that could endanger the continuity of the organisation concern
fire safety, health risks and traffic safety. To reduce health risks for staff in

the Netherlands, War Child has an agreement with an occupational health
and safety service, Achmea Arbodienst. In 2006, a plan was devised to offer
adequate assistance to War Child staff in headquarters. This plan was imple-
mented in 2007 and six co-workers have been trained to become emergency
response officer.

10.3. Reputational risks

A scandal in the media can damage an organisation’s reputation, be it true or
false. Rectification afterwards will not repair the reputational damage. Not only
income may fall, but the reliability and credibility of the organisation are also

at stake. To maintain the trust of donors, companies and other supporters,
War Child has an honest and open approach to communications. War Child
was therefore also very pleased to win the Transparency Award in 2007, just
like in 2006 (see also chapter 6).

Even with good communications, there is always a risk of damage to the
reputation. To guard against false statements about War Child in the media,
the organisation requests access to interviews prior to publication to check
them for factual accuracy (obviously without restricting freedom of speech).
If inaccuracies do get published, War Child will, where possible, engage in
open discussions to ensure that the correct information is published after all.
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International

Alongside commanding direct reputational risks, developments also take place
world-wide, which are beyond War Child’s control. Consequently, humanitarian
organisations sometimes appear in the news, rightly, and sometimes wrongly.
This can have an indirect effect on the work War Child does, and on War Child
as an organisation, which is why the organisation carries with it the responsibility,
as do all players in our international field, to operate both qualitatively and trans-
parently, with a transparent payment structure and a professional supervisory
board.

Compliance with general and industry specific legislation and regulations contributes to covering
risks. As an organisation that feels very strongly about reliability and sparency, compliance
with legislation and regulations is essential for War Child. Therefore, War Child complies with the

standards of the Dutch Central Bureau for Fundraising (CBF), with regard to governance, policy,

fundraising and communication, spending of means and reporting. War Child has had the CBF

hallmark since 1 June 2000.
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Financial report



War Child has arranged her financial administration according to the model
(Directive 650, version 2000) advised by the Dutch Central Bureau for Fund-
raising (CBF). As of January 1, a new version will become effective which is
mandatory for the annual accounts of 2008 and optional for the annual accounts
of 2007. War Child’s general principle is to want to lead the way with new
developments. However, in this case we chose to present the annual accounts
of 2007 in the old model, because of the uncertainty with regard to the inter-
pretation of the new directive for a long time.

Income
Income own fundraising 6,859,712
Government grants and others 2,424,965
National Postal Code Lottery 1,000,000
Other 90,221
10,374,898
Expenditure
Project activities 6,870,581
Communication & Awareness raising 771,153
Preparation & Coordination 691,546
Fundraising 1,045,015
9,378,294

11.1. Expenditure

The total expenditure for project activities, preparation & coordination, and com-
munication & awareness raising, which together form the ‘expenditure on behalf
of the objective’, shows a slight rise in comparison to 2006 (2006: € 8,2 million,
2007: € 8,3 million). A growth of 20% was budgeted, which renders an under
spending of 16% in expenditure. The main reasons are described below.

The expenditure of War Child is divided into four main activities:

1. Project Activities

2. Preparation & Coordination

3. Communication & Awareness raising

4. Fundraising

To realise these activities War Child incurs support costs (among which are
salary costs for staff of Headquarters, housing, and office supplies). These
costs are charged to the four main activities according to a distribution key.
War Child applies the following norm for support costs in relation to project
costs: maximum 20%, guideline 15%, ideally 10%. At 15%, this target was
achieved in 2007 (see below).
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Ad 1) Costs of Project Activities

YEAR Direct Costs Support Total Costs Percentage
Project Costs Project
Activities Activities
2004 € 4,215,451 € 598,606 € 4,814,057 14%
2005 € 5,392,150 € 754,801 € 6,146,951 14%
2006 € 5,957,539 € 875,569 € 6,833,108 15%
2007 € 5,982,020 € 888,561 € 6,870,581 15%
2008B € 8,346,932 € 958,800 € 9,305,732 1%

In Asia and Europe the costs of project activities have decreased, while in the
other project countries a slight rise has occurred. At the time of establishing
the budget, a bigger increase in institutional funds was taken into account.
However, too little attention was paid to the long term until approval was

given, and to the success rate of financing proposals. For 2008, a substantial
growth in the costs of project activities is feasible, because various institutional
financings were guaranteed for 2008 at the end of 2007.

7.

6.000.000 4

5.000.000
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Europe: Kosovo, the Netherlands and Chechnya

Middle East: Israel and the Occupied Palestinian Territory
South America: Colombia

Asia: Afghanistan and Sri Lanka

Africa: DR Congo, Uganda, Sierra Leone and Sudan
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Ad 2) Preparation & Coordination

The costs of Preparation & Coordination (€ 691,546) were under the budget
by 34%. This under spending primarily concerns the direct costs as a result of
activating the software of the Management Information System (MIS), which
means that the costs will be debited in three years. Each year, War Child
organises a Management & Methodology week, a week in which Country
Directors come to the Netherlands to exchange knowledge and methods

of project activities. The accompanying costs have been classified under
Costs of Project Activities (and not under Preparation & Coordination, as

in 2006). In 2006, the focus was more on the location of the activity

(the Netherlands), whereas in 2007 the contents of the activity (project activity)
were modifying. This shift in focus explains part of the under spending in the
category Preparation & Coordination. For 2008, we expect an increase in
costs of Preparation & Coordination, primarily because of an increase in debit
costs of the MIS and an investment in capacity fortification from Amsterdam
for the benefit of partners in the programme countries.

YEAR Direct Costs Support Costs Total
Preparation &

Coordination

2004 € 162,322 € 241,569 € 403,891
2005 € 325,503 € 235,026 € 560,529
2006 € 343,684 € 427,215 € 770,899
2007 € 189,939 € 501,607 € 691,546
2008B € 382,459 € 648,600 € 1,031,059

Ad 3) Communication & Awareness raising

The costs of Communication & Awareness raising (€ 771,153) are nearly in
line with the budget (1% under spending). Thanks to support from Dutch
companies, who provided War Child with free products and services, the
costs again remained relatively low this year.

Direct Costs Support Costs
Communication &

Awareness raising

2004 € 147,286 € 348,843 € 496,129
2005 € 170,756 € 427,499 € 598,255
2006 € 157,137 € 456,817 € 613,954
2007 € 212,219 € 558,934 € 771,158
2008B € 406,525 € 685,260 € 1,091,785
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Ad 4) Fundraising

The costs of own fundraising constituted 15% of the income from own fund-
raising, which is well under the 25% set by the Dutch Central Bureau for
Fundraising (CBF) as the maximum permissible level. Here too, War Child
was able to achieve a low cost percentage thanks to support from Dutch
companies who provided War Child with free products and services

(see www.warchild.nl/bedrijven (in Dutch).

YEAR Income Direct Costs Support Costs Percentage
Fundraising Fundraising

2004 € 4,251,412 € 66,281 € 323,800 9%

2006 € 5,279,698 € 420,293 € 355,303 15%

2008B € 8,002,800 € 699,105 € 685,260 15%
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11.2. Income

In 2007, the income of ‘total available for the objective’ rose with € 1,5 million
(19%) with regard to 2006. With that, the budget for 2007 was almost met
(5% under budget). Parts of the income, however, show a different view with
regard to the budget.

Income own fundraising

The income from own fundraising rose from € 5,3 million in 2006 to

€ 6,9 million in 2007 (an increase of 22%). An amount of € 5,7 million
was budgeted. Both the income from Friends (regular donors), actions
and company sponsoring have risen (see paragraph 6.8 for a description
of these activities).

Own Fundraising;
Structured income

Own Fundraising;

0%
4 Non-structured incume

National Postal Code Lottery

Grants government
10%

Other

26%

Government grants and others

The category ‘Government grants and others’ shows a growth of 10% with
regard to 2006, but remained 38% behind on budget. For all planned financing
proposals with institutional donors, a too high success rate was managed

and too short a decision path was considered. As a result, both the income
‘Government grants and others’ and the costs of project activities are behind
on the budget (€ 1,5 and € 1,1 million respectively), because the Country
Directors knew that the expenditure was not acceptable without being assured
of the income. However, in 2007 many contacts were made with institutional
donors and already some contracts were closed that started in 2007, but

for the larger part will be continued in 2008.
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War Child received € 223,365 from the Dutch umbrella organisation for
building the capacity of civil society organisations in developing countries
(PSO), with which, among other things, the dispatching of expats was
financed. The Ministry of Foreign Affairs’ Thematic Co-Financing Fund (TMF),
has supported War Child with € 7,8 million, to be distributed over the period
2007-2010. In 2007, War Child received an MFS grant of € 1,868,400.
From other institutions and governments War Child received a total amount
of € 333,200 (in particular from UNICEF) in 2007.

Share in activities of third parties — National Postal Code Lottery
War Child is one of the beneficiaries of the Dutch National Postal Code Lottery
(NPL). The contribution of the NPL amounted to € 1,000,000 in 2007.

11.3. Result

The result for 2007 amounts to € 996,603. Not all income over 2007 was
spent. At the end of 2007, the income unexpectedly sharply rose thanks to,
among other things, a very successful Friends for War Child Concert in
October. Given the short time span until the end of 2007, this income could
not be spent usefully right away, but is now also used for the financing of
projects in 2008.

11.4. Spending percentage and continuity reserve
The result (€ 996,603) has been added to the foundation’s equity, which
amounted to € 4,643,116 as per 31 December 2007. A large proportion of
this equity has been set aside as a continuity reserve (€ 4,000,000) to act as
a buffer against a sudden drop of income. The level of this reserve is based
on the costs to maintain the organisation and the programmes running for a
minimum of six months and a maximum of one year. The scope of this reserve
falls well within the guidelines set down by the Dutch Fundraising Institutions
Association (VFI).

11.5. Cash and cash equivalents

Cash and cash equivalents at year-end 2007 amounted to € 5,654,592.

Most of this amount is in an interest savings account and can be immediately
withdrawn. The interest received is accounted for under ‘other income and ex-
penditure’. War Child is not an investor and does not hold any shares or bonds.

11.6. Annual Account

The entire War Child annual account has been audited by Pricewaterhouse-
Coopers Accountants. In 2007, PricewaterhouseCoopers Netherlands also
performed audits in some of the War Child project countries (more information
on audits in paragraph 10.1).

371



s in the field. This tra

Looking ahead



In 2008, War Child will remain dedicated to helping create a peaceful future
for children in (former) war areas. The strategic annual plan 2006-2010 will be
revised halfway through in order to continue shaping and supporting the further
growth and professionalisation of the organisation.

12.1. Developing programmes

As long as so many children continue to be victims of conflict or are misused
n fighting, the necessity for such programmes in many countries remains
exceptionally high. In 2008, War Child's existing programmes will grow
across the board. As expected, new programmes will begin in Lebanon and
Burundi in 2008, and reconnaissance missions also will take place. Based
on an analysis of the capacity of possible partner organisations, the concrete
need for our help, the extent to which our work there is effective, a security
analysis and coherence in our portfolio, a choice will eventually be made.

In 2008, whether the programme in Chechnya can be continued, given the
complex security situation, will be weighed up.

Revision

In 2008, War Child will reconfirm and, where necessary, revise its vision,
mission and position. Among other things, this is the consequence of constantly
changing local developments and security situations, the presence of other aid
organisations and the ability of and opportunities to collaborate with others.
These developments trigger new questions from War Child’s target groups,
other aid organisations and governments. The questions sometimes sound

out the limits of our mandate. In 2008, War Child intends to reformulate the
responses to these questions.

Better support

In line with the strategic plan War Child wants to strengthen the capacity of
War Child(-related) organisations in the field. These organisations will be given
more responsibility in the development and implementation of the programmes.
Consequently, decision process will take place closer to our target group; in
other words, headquarters will need to organise affairs differently in the area
of partnerships, the Management Information System, planning and review
and staff matters. All these components will need to receive better support

in ‘the field' and receive directed based more on requirements in the field.

This transformation will be led by headquarters.
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12.2. Growth and scale

War Child remains a cost-conscious organisation and continues to actively
work based on low costs of which sponsoring of product and services remains
an important foundation, as does the re-use of inventories and other resources.
In 2008, War Child will continue to work on improving the ratio in costs
between headquarters and the field. The programmes should grow stronger
than the organisation in Amsterdam. Indeed, by further enlarging the share of
institutional funds raised and administered in the field, the costs percentage
should continue to decrease.

Relocation of headquarters

The relocation of War Child's headquarters in 2008 was a direct consequence
of the growth of the organisation. War Child has found a new and suitable
accommodation in the Oranjekerk in the Oud-Zuid area of Amsterdam (‘De
Pijp’ as it is often referred to). The church, which is let out by the ‘Stadsherstel’
foundation (City restoration Foundation), was entirely restored in 1999. War
Child will relocate to this characteristic building in June 2008.

12.3. Management

The formation of a two-man management team, which was set up in 2007,
when its new Executive Director Mark Vogt took office (see also paragraph 7.2)
will enable a gradual transfer of founder and former Executive Director Willemijn
Verloop. Moreover, an important objective will be to strategically strengthen

the organisation’s management team. In 2008, the conversion of the current
administration to one with a supervisory board will also begin.

Management Information System

A number of modules of the Management Information System (MIS) was
already implemented in 2007. In 2008, the system will be rolled out through-
out the entire organisation, and will be made available for all departments and
War Child organisations in the programme countries.

War Child International

In 2008, War Child will continue working on the international collaboration,
War Child International. At the end of 2007, War Child International was made
up of War Child Nederland and War Child Canada. As expected, this will be
extended with War Child United Kingdom. The purpose of the collaboration is
to bring all War Child organisations, which operate autonomously, together in
a formal rapport and joint venture.
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12.4. Communications and fundraising

In 2008, War Child wishes to further intensify its growth. There are still many
conflict areas where children really need War Child’s help. In the field,

War Child has the ability and ambition to grow, in order to help other children.
To achieve this, income from the general public in the Netherlands, the largest
source of War Child's income, will need to grow. The involvement and growth
of this support from the Netherlands must be enlarged through clear and
transparent communication on the situation of children living in war-affected
areas and the work that War Child does.

The focus in 2008 will be on the issue of child soldiers and we will offer
tangible and concrete ways to provide support. Another priority will be to
establish a long-term relationship with supporters of War Child, by developing
measures that closely match the wishes and communication needs of the
organisation’s backing. For this purpose, War Child will research their wishes
and communication needs, in order to further improve this association.
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Balance sheet as per 31 december 2007
(after proposed destination of results in euros)
31 Dec 07 31 Dec 06

EUR EUR
Assets
Tangible fixed assets
2.1 Property, Plant and Equipment 136,109 30,942

Current assets
2.2 Accounts receivable 754,128 812,756
2.3 Cash and cash equivalents 5,654,592 3,627,271

Liabilities
Equity
2.4.1 Freely disposable capital

e Continuity reserve 4,000,000 3,750,000

e Freely disposable

on behalf of the objective 643,116 91,083

2.4.2 Tied-up capital - -
2.4.3 Earmarked funds 89,403 -
2.4.4 Fund tangible fixed assets 136,109 30,942

2.5 Short-term debts

2.5.1 Project obligations 12,170 218,528

Accounts payable 185,796 136,719
2.5.2 Tax and social security payments 224,137 75,764
2.5.3 Other debts, accruals and deferred income 1,254,098 167,933
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Statement of income and expenses in 2007 (in euro)

Realisation
2007
Fundraising
Income own fundraising
Donations, gifts, grants 6,859,712
6,859,712
Expendidenture own fundraising
3.3 Direct costs (605,512)
3.5 Support costs in the Netherlands  (439,503)
(1,045,015)
(in % of income own fundraising) 15,2%
Netto income own fundraising 5,814,697
Share in activities of third parties
National Postal Code Lottery 1,000,000
Available from fundraising 6,814,697
Grants governments and others
PSO 223,365
TMF/MFS 1,868,400
War Child Canada (14,897)
Other 348,096
Other financial income and expenses 90,222
Total available
on behalf of the objective 9,329,883

Budget
2007

5,645,000
5,645,000

(456,400)
(409,664)
(866,064)

15,3%

4,778,936

1,000,000

5,778,936

340,000
1,868,400
137,399
1,589,395
100,000

9,814,130

Realisation
2006

5,279,698
5,279,698

(420,293)
(355,3083)
(775,596)

14,7%

4,504,102

1,000,000
5,504,102
347,954
1,450,000
155,571
257,157

106,674

7,821,458
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Expenditure on behalf of the objective

Realisation ~ Budget Realisation
2007 2007 2006
Communication & Awareness raising
3.4 Direct campaign costs 212,219 244,900 157,137
3.5 Support costs in the Netherlands 558,934 535,168 456,817

Preparation & Coordination from the Netherlands
3.1 Direct costs 189,939 531,805 343,684
3.5 Support costs in the Netherlands 501,607 516,224 427,215

Project activities
3.2 Direct costs 5,982,020 7,132,771 5,957,639
3.5 Support costs in the Netherlands 888,561 906,944 875,569
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The destination of results is as follows:

2007 2006
Result 996,603 (396,503)
(Addition) / Withdrawal:
Continuity reserve (250,000) 250,000
Freely disposable on behalf of the objective (5652,033) 146,721
Earmarked funds project activities (89,403) -
Fund assets operational management (105,167) (218)

The cash flow overview is as follows:

2007 2006
Cash flow from operational activities
Result 996,603 (396,503)
Adaptions concerning:
® Debits tangible fixed assets 71,372 34,904
Gross cash flow from operational activities 1,067,975 (361,599)
Mutation in accounts receivable 58,628 (327,825)
Mutation short-term debts 1,077,257 329,507

Cash flow from investment activities
Investments in tangible fixed assets (176,539) (35,122)

Cash and cash equivalents as per 1 january 3,627,271 4,022,310
Cash and cash equivalents as per 31 december 5,654,592 3,627,271
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Explanation of the Balance sheet and
the Statement of income and expenses

1. Principles of valuation and determination of results

1.1 General

The report is drawn up following the principles of the historical costs. Unless
indicated otherwise, assets and liabilities have been admitted against no-par
value. The report is arranged according to “Directive 650 Fundraising
Institutions”. The objective of this directive is to give insight into the costs

of the organisation and expenditure of the resources in relation to the objective
for which these funds were brought together.

1.2 Change in accounting policies

The War Child Foundation draws up the annual accounts according to the
so-called “accrual based” valuation principles. Until 2006, the programme
countries accounted for the expenditure on a cash basis. In the annual
accounts of 2007, for the first time, the programme countries have included
the overflowing posts, so as to maintain unambiguous systematics. The
comparative figures of 2006 have been adjusted.

Free disposable capital
2006 (old) Change in 2006 (new)

accounting
policies
EUR EUR EUR
Balance at the start
of the fiscal year 4,237,804 - 4,237,804
Addition/(withdrawal)
fiscal year (471,677) 75,174 (396,503)
Withdrawal/(addition)
tied-up capital (218) - (218)
Balance at the end
of the fiscal year 3,765,909 75,174 3,841,083

1.3 Tangible fixed assets

Tangible fixed assets are valued by their purchased value by deduction of a
debit which is determined on the basis of estimations of the economic life span.
Tangible fixed assets which are applied as part of the objective are suddenly
written off of the result. In the explanation of the tangible fixed assets this is,

as far as relevant, additionally clarified. For the value of the assets on behalf of
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the operational management, a Fund assets operational management will be
retained at the end of the fiscal year at the expense of the Freely disposable
capital.

1.4 Equity

The capital of the foundation is applied as part of the foundation’s objective. As
far as the equity is not presented as Continuity reserve or as tied-up capital on
behalf of the objective, this is presented as Freely disposable capital on behalf
of the objective.

1.5 Tied-up capital

Under tied-up capital the part of the capital is presented which is earmarked by
third parties for the specific use on behalf of the objective. The expenditure is
further specified under projects.

1.6 Other assets and liabilities

The other assets and liabilities are valued against no-par value. The valuation of
accounts receivable is made by deduction of a provision because of irrecover-
ability based on the individual valuation of the accounts receivable.

1.7 Foreign currency

Transactions in foreign currency are converted to euro at the price of the
trans-action date. At the end of the fiscal year all accounts receivable and
debts in foreign currency are converted to euro on the basis of the price as
per balance date. Price results have been admitted into the statement of
assets and liabilities.

1.8 Contributions, donations and grants

The income consists of the proceeds from contributions, donations, grants, and
other income which are ascribed to the fiscal year concerned. Donations are
accounted for in the year in which these were attributed. Losses are taken into
account if they originate in the fiscal year in question and as soon as these are
anticipated. Grants are accounted for in the year of receipt.

1.9 On-charged expenses

Within the organisation four main activities can be distinguished: Fundraising,
Communication & Awareness raising, Preparation and Coordination and
Project activities. In support of these activities the organisation has support
costs. These costs are ascribed to the year concerned and are on-charged
to afore-mentioned activities according to a fixed distribution key per staff
member. Direct costs on behalf of Fundraising and Communication and
Awareness raising are also attributed to the year concerned.
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1.10 Costs Project activities/Project obligations

See 1.2 Change in accounting policies: As per 2007, the projects have
transferred to accrual based accounting. The comparative figures have been
adjusted. Attributed funds to local partners are accounted for as liabilities

in the year of attribution.
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2. Explanation of the Balance sheet as per 31 December 2007 (in euro)

2.1 Property, Plant and Equipment
Computer and office equipment are applied on behalf of operational management.

The value course of the property, plant and equipment is as follows:

Capital assests Project goods Total
EUR EUR EUR
Purchase value assets 44,822 7,940 52,762
Cumulative debits (21,820) - (21,820)
Value at start of fiscal year 23,002 7,940 30,942
Investments during the fiscal year 150,656 25,883 176,539
Debits during fiscal year (45,957) - (45,957)
Directly charged to project - (25,415) (25,415)
Value as per 31 December 2007 127,702 8,407 136,109
Cumulative purchase value assets 195,478 57,412 252,890
Cumulatieve debits 67,777 - 67,777
Directly charged to project - 49,004 49,004
127,702 8,407 136,109

Debit percentages 33,33% 0,00%

The debit costs are accounted for in two places on the statement of profit and
loss. The debit costs for the Management Information System, as far as these
refer to the programmes, are accounted for under Preparation & Coordination
(€ 29,000). Debit costs for the Headquarters under Support Costs (€ 17,000).

The value of the project goods as per 31 december 2007 concerns purchased
laptops of which the costs are charged to the project after placing it at the
disposal of the project. Other goods on behalf of the projects are entirely
written off during the fiscal year (value € 203,337 in 2007, € 261,255 in 2006).
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2.2 Accounts receivable
The accounts receivable can be specified as follows:

31 Dec 07 31 Dec 06

EUR EUR

Donations due 97,000 100,500
Subsidy Accounts Receivable (PSO) 344,730 466,562
Interest internet savings account 32,496 -
Advances 1,132 1,643
Deposits 12,639 12,639
Accounts receivable General - 24,442
Prepayed in project countries 116,278 118,323
Other accounts receivable 149,853 88,647
754,128 812,756

2.3 Cash and cash equivalents
The cash and cash equivalents can be specified as follows:

31 Dec 07 31 Dec 06

EUR EUR
ABN AMRO Savings account 4,650,000 3,200,000
ABN AMRO Payment account 109,554 24,284
ING Bank 297,958 126,492
Postbank 147,725 135,132
Cash 406 5,907
Cash/Bank projects 448,949 135,456

5,654,592 3,627,271

All cash and cash equivalents which are not directly necessary for operational
management are transferred to a savings account and are directly claimable.
Starting point is the preservation of the value of the principal money.
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2.4 Equity

The policy of the foundation is aimed at spending the capital in concordance
with the designated purpose. In view of a correct justification of the tied-up
capital, already at the receipt of gifts, donations and grants specific mention

of the projects of War Child are taken into account. To ensure that the founda-
tion will also be able to fulfill her obligations in the future, the foundation finds
it desirable to reserve a part of the Freely disposable income as Continuity
reserve. For the determination of the size of the Continuity reserve, War Child
follows the guideline of the Dutch Fundraising Institutions Association (VFI).
The guideline allows a maximum reservation of 1,5 times the costs of the
operational organisation. The operational organisation is defined according

to the VFI-code as: “Costs own staff (for the recruitment as well as the
exe-cution of the objective), housing costs, office and administrative costs on
behalf of the own organisation, management costs, costs for fundraising, as
well as the costs of outsourced services concerning the above-mentioned posts”.

In 2005, the board decided on the basis of the strategic plan 2006-2010 to
establish the continuity reserve at a maximum of € 4,000,000 over the years to
come. For the calculation of this reserve, the following costs of the operational
organisation were taken into account:

2007
Direct costs fundraising (100%) € 605,512
Support costs (100%) € 2,369,753
Costs of Project activities - execution own organisation (50%)€ 2,313,821
Costs of Project activities - execution local partners (25%) € 338,595
Costs Own Operational Organisation € 5,627,681

Thus, the current Continuity reserve of € 4,000,000 comes down to 0,71 times
the costs of the operational organisation.
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2.4.1 Freely disposable income

Balance at the start of the fiscal year

Addition/(withdrawal) fiscal year

Withdrawal/(addition) tied-up capital
Balance at the end of the fiscal year

The compilation of the Freely disposable income is as follows:

Continuity reserve:

Balance as per 1 january
Plus: of destination of result
Minus: of destination of result
Balance as per 31 December

Freely disposable on behalf of the objective:
Balance as per 1 january

2007
EUR
3,841,083
907,200
(105,167)
4,643,116

Minus: addition to Fund assets operational management

Plus: of destination of result
Balance as per 31 december
Total freely disposable income:

2.4.2 Tied-up capital

The tied-up capital increases per balance with € 194,570.

The course of the tied-up capital is as follows:

Balance at the start of the fiscal year

Addition/(withdrawal) fiscal year

Withdrawal/(addition) tied-up capital
Saldo bij einde van het boekjaar

2007
EUR
30,942
89,403
105,167
225512

2006

EUR
4,237,804
(396,503)
(218)
3,841,083

2007
EUR

3,750,000
250,000

4,000,000

91,083
(105,167)
657,200
643,116
4,643,116

2006
EUR
30,724

218
30,942
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2.4.3 Earmarked funds of Project activities

The destination of the tied-up capital at the end of the fiscal year is as follows:

31-12-2007
EUR

63,403

Balance Income Expenditure Balance
1-1-2007
EUR EUR EUR
Afghanistan - 9,254 9,254
Colombia - 98,789 98,789
Democratic Republic of Congo - 813 813
Israel / Occupied Palestinian areas - 20,800 20,800
Sierra Leone - 316,178 316,178
Sudan - 3,306 3,306
Uganda - 351,369 287,966
The Netherlands - 32,596 6,596

= 833,105 743,702

2.4.4 Fund assets operational management

Balance as per 1 january
Plus: of Freely disposable income
Balance as per 31 december

2.5 Short-term debts
2.5.1 Project obligations

Project countries:

Israel and the Occupied Palestinian Territories
Afghanistan

Uganda

Colombia

2007
EUR
30,942
105,167
136,109

26,000
89,403

2006
EUR
30,724
218
30,942

31-12-2007 31-12-2006

EUR

12,170
12,170

EUR

90,000
18,241
72,902
37,385
218,528
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2.5.2 Taxes and social security payments

31-12-2007

EUR

To be transferred income tax- HQ 42,036
To be transferred

National Insurance contributions - HQ 21,707

To be transferred gift tax - HQ 19,933

To be transferred income tax - Field 140,460

224,137

2.5.3 Other debts, accruals and deferred income

31-12-2007

EUR

Provision holiday allowance and holidays 183,686
Transistoria Credit - HQ 1,030,377
Provisions staff - Field 39,488
Advances Projects 546
1,254,098

31-12-2006
EUR
34,919

20,912
19,933

75,764

31-12-2006
EUR
144,106
23,826

167,932
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2.6 Rights and obligations not included in the balance

2.6.1 Long-term financial obligations

In 2008 War Child will move to a new location. In 2007, a rental

obligation was engaged for five years for a total amount of € 999,000,

of which € 199,800 will expire within a year. With the board’s approval

of the budget of 2008, a full obligation has been entered into with local
partners for the amount of € 1,540,742 (2006: € 2,527,578). The contracts
were not signed until 2008.

In 2007, the obligations towards local partners in own projects were part
of this amount.

2.6.2 Long-term financial rights

In 2006, War Child was promised an amount of € 7,8 million for four years
in relation to the Co-Financing System. The remainder for 2008 until 2010
amounts to € 6,0 million.
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3. Explanation of the Statement of
income and expenses in 2007

3.1 Preparation & Coordination (in euro)
The costs for Preparation & Coordination are as follows:

2007

EUR

Methodology development 49,232

Management & Methodology week -
Recruitment, training and

preparation field staff 43,096

Management Information System 47,573

General costs Preparation & Coordination 50,038

189,939

3.2 Project activities (in euro)

2006
EUR
13,825
75,549

83,001
71,482
99,827

343,684

The expenditure on the objective of the project activities is specified per country

as follows:

Own Projects™:

2007 2006
EUR EUR
Afghanistan 769,218 802,191
Bosnia-Hercegovina - -
Democratic Republic of Congo (DRC) 437,304 318,789
Colombia 121,220 91,687
Kosovo 15,295 -
Georgia - -
Israel and the Occupied Palestinian Territories 128,899 95,356
Sri Lanka - -
The Netherlands -
Chechnya and Ingushetia 374 -
Sudan 747,840 1,081,584
Sierra Leone 860,534 923,922
Uganda 1,249,639 933,852
Projects General 297,317 104,350
4,627,641 4,351,731
* The part within Own Projects which is carried out by Local Partners is also accounted for under Local Partners. In 2006,

these were accounted for under Own Projects. The comparative figures have been adjusted
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Local Partners:

Afghanistan

Bosnia-Hercegovina

Democratic Republic of Congo (DRC)
Colombia

Kosovo

Georgia

Israel and the Occupied Palestinian Territories
Sri Lanka

The Netherlands

Chechnya and Ingushetia

Sudan

Sierra Leone

Uganda

Projects General

Total

3.3 Expenditure own fundraising (in euro)
The costs of own fundraising are as follows:

Recruitments Friends

Travel and accomodation costs
Adverts

Structural improvement of quality
Other recruitment costs

2007
EUR

61,036
491,498
143,286

262,573

100,000
103,087
81,454
29,062
82,383

1,354,379
5,982,020

2007
EUR
594,851

10,661
605,512

2006
EUR

85,258
68,202
46,202

388,662

193,118

139,820

370,268
21,600

100,000
33,401
35,076
24,150

100,049

1,605,808
5,957,539

2006
EUR
394,236
1,448
202
20,508
3,899
420,293
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3.4 Costs Communication & Awareness raising (in euro)

The costs Communication & Awareness raising are as follows:

2007

EUR

General-interest education 39,803
News bulletin 107,114
Theme campaign 21,631
Advert 3,691
Photografiy 2,114
Translation 3,423
Field visits 20,989
Website 4,743
Material General 1,485
Other costs C&Ar 7,225
212,219

2006
EUR
30,861
71,716
29,939
4,529
3,954
2,474
9,718
1,758
39
2,149

157,137

3.5 Distribution of support costs according to destination (in euro)

Fundraising | Communication| Preparation &] _ Projects. Total Budget 2007 Total 2006
& AW.B'.EHC‘SS Coordination activities
raising

e 339,779 432,112| 387,790 686,943 | 1846623|  1822,000 1,620,807
OTHER STAFF COSTS 35,160 44,715 40,128 71,085 191,088 198,000 199,920
BOARD/MT-COSTS 758 963 865 1532|419 8,000 8,313
HOUSING COSTS 28,089 35,722 32,058 56,789 152,659 167,500 159.065
OFFICE COSTS 11,626 14785  13268|  23504| 63183 62,000 61,911
OTHER GENERAL COSTS 24,092 30636 27498  48707| 130933 110,600 64,888

439,503 558,934 | 501.607 | 888,561 | 2,388,605 | 2,368,000 | 2,114,904
BUDGET 2007 400664| 535168 516204| 006044 2,368,000
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3.6 Specification of the support costs (in euro)

Salaries and National Insurance contributions
Gross wages

Contribution Healthcare

National Insurance contributions

Provision Holiday allowance

Other staff costs

Pension Premiums

Educational costs

Health and Safety Executive
Canteen costs

Absence insurance
Recruitment and Selection Office staff
Travel Costs Living/Work
Contribution Child care

Other staff costs

Payment Health Law Insurance

Board/MT-costs

Lunch and diner costs management

Travel and accomodation costs management
Field visits MT & Board

Housing costs

Rent

Gas, water and electricity
Other housing costs

2007
EUR

1,549,100

227,929
69,594
1,846,623

114,183
8,756
5,246
5,024

13,637
6,713
29,075

8,454
191,088

2007
EUR

65
115
3,939
4,119

138,712
6,984
6,963

152,659

2006
EUR

1,363,532

202,093
55,182
1,620,807

92,082
6,989
2,137
8,592

20,294
6,812

31,795

12,677

17,642

199,920

2006
EUR

455

454
7,404
8,313

135,549
8,060
15,456
159,065
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Office costs

Office supplies
Communication costs

Porti

Computer costs

Travel and accomodation costs
Representation costs
Memberships/Subscription

Other general costs

Car costs

Administration costs

Advice costs

Assurance costs

Costs money transfers
Subsequent proceeds/costs
Debit costs

Differences accounts

2007
EUR

6,324
11,404
32,548

2,093

2,699

561

7,555

7,551
30,240
48,731

8,507
24,189
(5,433)
17,140

8

2006
EUR

8,320
19,813
292,328

1,840

2,050

1,013

6,547

6,641
8,539
2,249
6,498
24,236
5,410
11,315

423



4. Other information

4.1 Employees

The number of fulltime positions (on average in 2007) at the Amsterdam
Headquarters amounted to 41,7 (budgeted was 40,85). In 2006 there
were 37,4 positions (budgeted was 39,7).

Reward Board members
No renumeration was offered to members of management and no loans,
advances or guarantees were given.

Reward managers
The reward of War Child’s managers in 2007 was as follows:

Gross Pension/National Total Parttime
Annual Insurance %
Income Contribution

Executive Director

until August 33,300 7,400 40,700 60%
Executive Director
as from August 26,900 6,300 33,200 100%
Director External Affairs 23,800 6,000 29,800 60%
4.2 Gifts in kind

For an important part, gifts in kind contribute to the non-personnel costs
remaining relatively low in 2007. In 2007, the gifts in kind -approximately-
amounted to € 1,188,000. This primarily concerns product and service

support for Headquarters and support of educational activities in the Netherlands
(without taking media activities into account). The costs of the organisation of
the Friends for War Child Concert were completely sustained by third parties.
In 20086, the gifts in kind amounted to approximately € 1,157,000, including
support of educational activities.
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4.3 War Child International

War Child is part of an international network of independent organisations with
the same name and logo which are all committed to improving of the well-being
of children affected by war. The organisations collaborate as equal partners with
the same objective, but they are independent in legal, financial and administrative
terms. In 2007 War Child International consisted of two independent foundations:
War Child Holland and War Child Canada. In 2007, the cooperation resulted

in a collective programme in Sudan (coordinated by War Child Holland:

costs of project activities € 69,870. In 2006, this was € 71,415. In Sri Lanka

in 2006, too, both organisations collaborated, whereby the costs amounted

to € 21,600). No financial transactions were carried out with War Child
International in 2007.
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5. Analyses of differences of annual accounts 2007
versus budget 2007

5.1 Development in income

In 2007, the income of ‘total available for the objective’ rose by € 1,5 million
(19%) with regard to 2006. With that, the budget of 2007 is almost accounted
for (5% under budget). The arrangement of the income, however, does show
a larger fluctuation.

Own fundraising

The income from own fundraising rose from € 5,3 million in 2006 to € 6,9 million
in 2007 (an increase of 22%). An amount of € 5,7 million was budgeted. Both
the income from Friends (regular donors), actions and corporate sponsoring
have risen (see section 6.8 of the annual report for a description of these
activities).

Government grants and others

The category ‘Government grants and others’ shows a growth of 10% with
regard to 2006, but remained 38% behind on budget. For all planned financing
proposals with institutional donors a too high success rate and too short a
decision path was considered. As a result, both the income ‘Government
grants and others’ and the costs of project activities are behind on budget

(€ 1,5 million and € 1,1 million respectively), because the Country directors
knew that the expenditure was not acceptable without being assured of the
income. However, in 2007 many contacts were made with institutional donors
and already some contracts were closed that started in 2007, but for the larger
part will be continued in 2008. War Child received € 223,365 from the Dutch
umbrella organisation for building the capacity of civil society organisations in
developing countries (PSO), with which, among other things, the dispatching
of expats was financed. The Ministry of Foreign Affairs’ MFS has supported
War Child with € 7,8 million, to be distributed over the period 2007-2010. In
2007, War child received an MFS grant of € 1,868,400. From other institutions
and governments War Child received a total amount of € 333,200 (in particular
from UNICEF) in 2007.
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5.2 Development of expenditure
The expenditure on behalf of the objective slightly rose with regard to 2007 (1%)
to € 8,3 million. With regard to the budget there is an under spending of 16%.

Costs Own Fundraising
The percentage of costs own fundraising amounts to 15.2% and, thereby, is
according to budget.

Costs Communication & Awareness raising

The total costs of Communication & Awareness raising are according to the
expected growth with regard to 2006 (26%) and in line with the budget. The
growth mainly involves the postage charges of the news bulletin.

Costs Preparation & Coordination

The costs of Preparation & Coordination (€ 691,546) are 34% under budget.
This under spending primarily concerns the direct costs as a result of activating
the software of the Management Information System, which means that

the costs will be debited in three years. Each year, War Child organises a
Management & Methodology week, a week in which Country directors come
to the Netherlands to exchange knowledge and methods of project activities.
The accompanying costs have been classified under ‘Costs of Project activities’
(and not under Preparation & Coordination, as in 2008). In 2006, the focus
was more on the location of the activity (the Netherlands), whereas in 2007

the contents of the activity (project activity) were modifying. This shift in focus
explains part of the under spending in the category Preparation & Coordination.

Costs Project activities

The costs of Project activities show an underspending of 15%. As stated before
under ‘Government grants and others’, this under spending mainly concerns
the not taking into account of the success rate of financing proposals with
institutional donors. In 2007, the cooperation with War Child Canada resulted

in a collective programme in Sudan (coordinated by War Child Holland) and

a cooperative programme in Sri Lanka (coordinated by War Child Canada).

Support costs

The support costs are 1% over budget. This is primarily caused by a rise in higher
advice costs for, among other things, the Management Information System and
for advice on the restructuring of the programme department.
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6. Budget 2008 (in euro)

Fundraising

Income from own fundraising
Donations, gifts and grants
Gifts in kind

Expenditure own fundraising
Direct costs
Support costs in the Netherlands

(in % of income from own fundraising)
Netto income own fundraising

Share in activities of third parties
National Postal Code Lottery
Other actions

Available from fundraising

Government grants and others

PSO

TMF / MFS

War Child Canada

Other

Other financial income and expenditure
Total available on behalf of the objective

Budget
2008

8,002,800
8,002,800
(699,105)
(527,340)
(1,226,445)

15%

6,776,335

1,000,000
7,776,335

200,000
2,022,281
1,304,284

120,000
11,422,920

Realisation
2007

6,859,712
6,859,712
(605,512)
(439,503)
(1,045,015)

15%

5,814,697

1,000,000

6,814,697

293,365
1,868,400
(14,897)
348,096
90,221
9,329,883
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Expenditure on behalf of the objective

Communication & Awareness raising
Direct campaign costs
Support costs in the Netherlands

Preparation & Coordination from the Netherlands
Direct costs

Support costs in the Netherlands

Project activities

Direct costs

Support costs in the Netherlands

Expenditure on behalf of the objective

Surplus / (Deficit)

Budget
2008

406,525
685,260
1,091,785

382,459
648,600
1,031,059
8,346,932
958,800
9,305,732
11,428,576

(5,656)

Realisation
2007

212,219
558,934
771,153
189,939
501,607
691,546

5,982,020
888,561

6,870,581

8,333,280

996,603
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7. Long-term budget 2008 - 2010 (x 1 million €)

Fundraising

2008 2009 2010
Income own fundraising
Donations, gifts and grants 8,00 8,80 9,68

Gift tax - -

Expenditure own fundraising (1,28) (1,41) (1,48)
(in % of income from own fundraising) 15% 16% 15%
Netto income own fundraising 6,78 7,39 8,20
Share in activities of third parties 1,00 1,50 2,00
Available from fundraising 7,78 8,89 10,20
Government grants and others 3,65 4,33 4,55

Expenditure on behalf of the objective

Communication & Awareness raising

Direct campaign costs 0,40 0,28 0,30
Support costs in the Netherlands 0,69 0,72 0,76
1,09 0,99 1,05

Preparation & Coordination from the Netherlands
Direct costs 0,38 0,38 0,40
Support costs in the Netherlands 0,65 0,68 0,72

Project activities
Direct costs 8,35 10,25 10,96
Support costs in the Netherlands 0,96 1,01 1,06
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To the board of Stichting War Child
Auditor’s report

Report on the financial statements
We have audited the accompanying financial statements 2007 of Stichting War Child, Amsterdam
as set out on pages 397 to 445 which comprise the balance sheet as at 31 December 2007, the

profit and loss account for the year then ended and the notes.

The board’s responsibility

The board of the foundation is responsible for the preparation and fair presentation of the
financial statements and for the preparation of the board report, both in accordance with the
Dutch reporting standard 650 Fundraising Organisations. This responsibility includes: designing,
implementing and maintaining internal control relevant to the preparation and fair presentation

of the financial statements that are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making accounting estimates that are

reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on the financial statements based on our audit. We
conducted our audit in accordance with Dutch law. This law requires that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance whether the financial

statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and dis-
closures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the foundation’s preparation and fair presentation of the financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose

of expressing an opinion on the effectiveness of the foundation’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness

of accounting estimates made by the board, as well as evaluating the overall presentation of

the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide

a basis for our audit opinion.

Opinion
In our opinion, the financial statements give a true and fair view of the financial position of Stichting
War Child as at 31 December 2007, and of its result for the year then ended in accordance with

the Dutch reporting standard 650 Fundraising Organisations.



Report on other legal and regulatory requirements
We report, to the extent of our competence, that the board report is consistent

with the financial statements.

Amsterdam, 21 May 2008
PricewaterhouseCoopers Accountants N.V.

R. Goldstein RA
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