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1. Transmission letter

Pact, Inc. accredited for implementation of
the international technical assistance
project Ukraine National Initiatives to
Enhance Reforms (UNITER)

3 Mechnikova Str, office 801

Kyiv, Ukraine

September 10, 2013

Audit of Public organization “Centre for Political and Legal Reforms” as of and for the year ended
December 31, 2012

Ladies and Gentlemen,

In accordance with the terms of reference set out in our engagement contract # 08072013 from July 8, 2013,
we enclose our reports on audit of Public organization “Centre for Political and Legal Reforms” (the
Organization or CPLR). Please find below the Summary describing the background of the Organization, a
description of the programs, the period covered, the programs’ objectives, the identification of the
Organization and other relevant information.

Please do not hesitate to contact us should you have any questions.

Sincerely,

7/2

Tatyana Bernatovych
President
RSM APiK

RSM APIK is a member of the RSM network. Each member of the RSM network The Certificate on entering the Register
is an independent accounting and advisory firm which practices in its own of auditing firms and auditors N°0084
right. The RSM network is not itself a separate legal entity in any jurisdiction. of 26 January 2001.




Audit of Public organization
"Centre for Political and Legal Reforms"
as of and for the year ended December 31, 2012

2. Summary
2.1. General information

Public organization "Centre for Political and Legal Reforms" (hereinafter the "Organization") is a national
nongovernmental, non-profit organization established in 1996 to promote reforms in legal and political spheres
to strengthen the democracy, rule of law and good governance in Ukraine. The main areas of activity of the
Organization include: constitutionalism; public administration; judiciary; and criminal justice. Throughout all
of the areas of activities the Organization prioritizes concerns of human rights, counteracting with corruption,
and of European integration. The Organization conducts research and educational work, participates in policy
development and maintains public monitoring.

2.2. Programs

Grant # SUP30011GR0O13 (Federal Assistance Award) was obtained by the Organization from the US
Department of State (issued by Public Affairs Section of the US Embassy, Kyiv, Ukraine) on January 31,
2011. Period of the Grant covered February 1, 2011 to January 31, 2012. Purpose of the Grant is to raise the
efficiency of the judicial protection of the constitutional human rights in Ukraine. The agreement terms
imposed compliance with OMB Circular A-133, 22 CFR 145 (A-110) and 2 CFR 230 (A-122). The Grant was
reviewed by a consulting company in December 2012 which confirmed the relevant revenues and expenses.

On September 26, 2012 the Organization signed Agreement on Project “KIE JUSTICE in Ukraine” # Matra
UA/12/RoL/05 with the Embassy of the Kingdom of the Netherlands in Kyiv for the period from September
15, 2012 till September 15, 2013. The project budget states three main purposes: to draft amendments to
legislation in the area of criminal justice; to draft amendments to legislation in judiciary, status of justice and
court procedures; and to draft amendments to the Constitution of Ukraine. It also includes development and
promotion of an Internet platform with information on court procedures and algorithms of actions. As of
November 22, 2012 the Organization has promoted an amendment to the project’s budget with an official
letter which included an intention to use budgeted amount of UAH 1,920 for office supplies instead of Internet
services.

Grant # 028-12-U-KI-KI311-VU-01-s05 was received by the Organization on July 26, 2012 from the Initiative
Centre to Support Activity and Development of Public Roots “EDNANNIA” to conduct the project
“Enhancement of the organizational capacity of the Centre for Political and Legal Reforms”, for the period
from July 26, 2012 to November 15, 2012. The purpose of the grant was to develop and implement internal
policies, improve the practice of strategic planning and budget process in the Organization, and update the
software used by the Organization. The grant was provided within the frames of Grant Agreement # 380A0458
between PACT, Inc. and the Initiative Centre to Support Activity and Development of Public Roots
“EDNANNIA” as a result of competition for grants for capacity development.

During the year ended December 31, 2012 the Organization has obtained four projects from the International
Renaissance Foundation: Project # 45201 “Favoring institutional development of the Center for political and
legal reforms” for the period from October 5, 2011 to October 20, 2012; Project # 45315 “Reformation of the
prosecutor's office of Ukraine in accordance with the European standards™ for the period from October 10,
2012 to April 30, 2012; Project # 46264 “Reform of the prosecutor's service of Ukraine according to the
European standards: presentation of the survey and draft law” for the period from April 11, 2012 to July 16,




2012; and Project # 46272 “Public support for independence and integrity in judges' activity” for the period
from September 14, 2012 to July 26, 2013.

In May — October 2012 the Organization has also completed an internal Project “Reform of criminal justice”
«Pedpopma kpuminanbHoi toctuuii. The Project was financed by own funds of the Organization obtained in
the form of charitable contributions of individuals.

The Enclosed Fund Accountability Statement is prepared for the period from January 1, 2012 till December
31, 2012 for the Project “KIE JUSTICE in Ukraine” # Matra UA/12/RoL/05.

2.3. Review of the audit recommendations of the prior period

The Organization has not received an audit opinion on its general purpose financial statements for the year
ended December 31, 2011. In the year 2012, the Organization has been granted a Program for capacity
development which included obtaining consulting services. The services were provided to elaborate several
internal policies which were approved by the Organization as of December 4, 2012. Also, the Organization
obtained a professional consultation opinion on the administrative and management procedures, analysis of the
accounting and tax feporting systems, and evaluation of information systems.

During our audit we have reviewed the recommendations included in the professional consultation opinion.
The Organization has implemented the main recommendations.

2.4. Objectives and scope of the engagement
2.4.1. The objectives

e To audit the Fund Accountability Statement for one of the Programs for the year ended December 31,
2012 in order to issue an audit opinion on whether the Fund Accountability Statement for the project
presents fairly in all material respects.

e Express an opinion on whether the Fund Accountability Statement for one of the Programs presents
fairly, in all material respects, revenues received, costs incurred, and commodities and technical
assistance directly procured by the Grantor for the period audited in conformity with the terms of the
agreements and generally accepted accounting principles or other comprehensive basis of accounting
(including the cash receipts and accruals basis and modifications of the cash basis).

e Conduct an examination of the general purpose financial statements of the Organization, consisting of
the balance sheet as of December 31, 2012, and related statement of revenues and expenses for the
year ended December 31, 2012 prepared in accordance with the Ukrainian National Accounting
Standards (hereinafter — the “NAS”).

e Evaluate and obtain a sufficient understanding of the funding recipient's internal control related to the
projects, assess control risk, and identify reportable conditions, including material internal control
weaknesses.

e Perform tests to determine whether the Organization complied, in all material respects, with
agreement terms and applicable laws and regulations related to the Programs. All material instances of
noncompliance and all illegal acts that have occurred or are likely to have occurred should be
identified.

e Conduct a review for the purposes of issuing a Tax Report of the “Tax report on the use of funds by
non-profit institutions and organizations” with respect to correctness and completeness of the tax
report, its timely filing with tax authorities, accuracy of the reported data, in order to provide the
relevant report.
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2.4.2.  The scope of the engagement

The scope of examination performed by our office while auditing the Fund Accountability Statement of one of
the Programs included, but wasn’t limited to the following key areas:

e Reviewed direct costs billed to and reimbursed by the Grantor and costs incurred but pending
reimbursement by the Grantor, identifying and quantifying any questioned costs.

e Reviewed general and program ledgers to determine whether costs incurred were properly recorded.
Reconciled direct costs billed to, and reimbursed by, the Grantor to the general ledgers and general
purpose financial statements.

e Reviewed procedures used to control funds, including their channeling to contracted financial
institutions or other implementing entities.

e Reviewed bank accounts and the controls on those bank accounts.

e Determined whether advances of funds were justified with documentation, tangible and intangible
assets.

e Reviewed procurement procedures to determine whether sound commercial practices including
competition were used, reasonable prices were obtained, and adequate controls were in place over the
qualities and quantities received.

e Reviewed direct salary charges to determine whether salary rates were reasonable for that position, in
accordance with those approved by the Grantor, and supported by appropriate payroll records.

e Reviewed publication and events’ organization charges to determine whether they were adequately
supported and approved.

e Reviewed commodities (such as supplies, equipment, tools, etc.), to confirm whether commodities
exist or were used for their intended purposes in accordance with the terms of the agreements, and
whether control procedures exist and have been placed in operation to adequately safeguard the
commodities.

The scope of testing performed by our office with regard to internal controls included, but wasn’t limited to the
following key areas:

e We have obtained a sufficient understanding of the Organization and its environment, including its
internal controls, to assess the risk of material misstatement of the financial statements whether due to
error or fraud, and to design the nature, timing, and extent of further audit procedures.

e We have tested the major internal control components which include, but are not limited to controls
related to each revenue and expense account of the Programs for the purpose of determining whether
they have been placed in operation.

e Internal controls testing included but was not limited to testing of the following controls over:

o Ensuring that charges to the program are proper and supported.

Managing cash on hand and in bank accounts.

Procuring goods and services.

Managing inventory and receiving functions.

Managing personnel functions such as timekeeping, salaries and benefits.

Managing and disposing of commodities (such as supplies, equipment, tools, etc.) purchased

either by the recipient or directly by the grantors.

Ensuring compliance with agreement terms and applicable laws and regulations that

collectively have a material impact on the Programs.

Q@ O 0 .00
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The scope of testing performed by our office with regard to compliance with agreement terms and applicable
laws and regulations included, but wasn’t limited to the following key areas:



e Review of agreement terms and pertinent laws and regulations and determining which of those, if not
observed, could have a direct and material effect on the Programs.

e Testing of the payments to determine if they have been made in accordance with the agreement terms
and applicable laws and regulations.

e Determining if funds have been expended for purposes not authorized or not in accordance with
applicable agreement terms.

e Identifying if any costs are considered inappropriate, classifying and explaining why these costs are
questioned.

e Determining whether commodities, whether procured by the recipient or directly procured by the
grantors for the recipient's use, exist or were used for their intended purposes in accordance with the
terms of the agreements.

2.5. Reports
Based on the results of our audit we have delivered the following:

1. Independent Auditor’s Report on Fund Accountability Statement of one of the Programs;
Independent'Auditor’s Report on the Organization’s Compliance with agreement terms and applicable
laws and regulations;

3. Independent Auditor’s Report on Internal Controls over financial reporting;

4. Independent Auditor’s Report on General Purpose Financial Statements;

5. Tax report.

In addition we have prepared and submitted Management letter addressed to the management of the
Organization outlining findings directed at increasing Organization’s efficiency and effectiveness.

The above Independent Auditors' Report on the Organization's Fund Accountability Statement of one of the
Programs, Independent Auditors' Report on compliance with agreement terms, laws and regulations and
Independent Auditors' Report on Internal Controls over financial reporting are modified due to departures
from paragraph 3.76 of Government Auditing Standards with regard to our professional staff training program
not. specifically addressing training related to the government environment and external peer review not
meeting all of the GAGAS requirements.

There are no material issues noted other than mentioned in the previous paragraph related to: Fund
Accountability Statement, questioned costs, internal controls, compliance with agreement terms and applicable
laws and regulations, and general purpose financial statements.

2.6. Inspection and acceptance of the audit results

The results of our audit were discussed with the management of the Organization on August 28, 2013. The
management of the Organization has approved the Organization's Fund Accountability Statement of the
Project KIE JUSTICE in Ukraine # Matra UA/12/RoL/05 and General Purpose Financial Statements as of and
for the year ended December 31, 2012.

At the time of approval of the abovementioned statements, the position of Head of the Board has been held by
Thor Koliushko and the position of Accountant has been held by Svitlana Pravdyvets.
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""Centre for Political and Legal Reforms"
; Fund Accountability Statement
of the Project KIE JUSTICE in Ukraine # Matra UA/12/RoL/05
As at December 31, 2012 and for the year then ended.

10




Public Organization
""Centre for Political and Legal Reforms"
Fund Accountability Statement
of the Project KIE JUSTICE in Ukraine # Matra UA/12/RoL/05
As at December 31, 2012 and for the year then ended.

(in Ukrainian Hryvnas)
Questionable costs

Un- Un-
B
udget Actual allowable supported
Fund balance as at December 31, 2011
MATRA funds 0 0
Revenues - grant funds received
MATRA funds 947 280 947 280
Direct costs
Salaries, fees and honoraria
incl. Administrative staff 90 000 56 273
Retained experts 360 000 245 000
450 000 301 273 = =
Other direct costs
Copying, printing, publishing 61 600
Communications and Internet 150 150
Supplies 1770 1341
Events 36 000
Rent 101 400 87 050
Office equipment 8 000 8935 135
Travel expenses
Accomodation and boarding expenses 32 000
Other direct costs 306 217 24 000
547 137 121 476 135 B
Total costs
997 137 422 749 135 r
Net increase (decrease) of funds 524 531 (135)
Reconciling items (135)
Fund balance as at Decembel"‘S Ly _ 524 396 _ R
Head of the Boar¢ i Thor Koliushko

2 :g ZZ{/ Svitlana Pravdyvets

ngﬁature /

Accountant
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Public Organization
""Centre for Political and Legal Reforms"
Notes to the Fund Accountability Statement of the Project KIE JUSTICE in Ukraine
# Matra UA/12/RoL/05 as at December 31, 2012 and for the year then ended.

1. Background

Public organization “Centre for Political and Legal Reforms™” (the Organization) was established in 1996 to
promote reforms in legal and political spheres to strengthen the democracy, rule of law and good governance
in Ukraine.

On September 26, 2012 the Organization received a Grant in the form of Agreement on Project “KIE
JUSTICE in Ukraine” # Matra UA/12/RoL/05 from the Embassy of the Kingdom of the Netherlands in Kyiv
for the period from September 15, 2012 till September 15, 2013. Main purposes of the Project are: to draft
amendments to legislation in the area of criminal justice; to draft amendments to legislation in judiciary, status
of justice and court procedures; and to draft amendments to the Constitution of Ukraine. It also includes the
objective to develop and promote an Internet platform with information on court procedures and algorithms of
actions.

The total maximum contribution of the Project constitutes UAH 997,137. The Organization has obtained 95%
of this sum (UAH 947,280) as the Agreement on Project was signed. As per the Agreement, the remaining
balance can be paid by the Grantor after receipt and approval of the reports (a final progress report and a
financial report) if proved to be needed.

As of November 22, 2012 the Organization has promoted an amendment to the project’s budget with an
official letter which included an intention to use budgeted amount of UAH 1,920 for office supplies instead of
Internet services.

The Fund Accountability Statement of the Project KIE JUSTICE in Ukraine # Matra UA/12/RoL/05 is
prepared for the period from January 1, 2012 to December 31, 2012.

2. Accounting policy

The Fund Accountability Statement is prepared on the accounting basis of cash receipts and disbursements,
which is a comprehensive basis of accounting other than accounting principles generally accepted in the
Kingdom of the Netherlands and in Ukraine. On this basis, revenue is recognized when received rather than
when earned, and expenditures are recognized when paid rather than when incurred. Note # 7 includes
reconciliation between the financial results of the Organization under accrual and cash basis.

3. Functional and presentational currency

The functional currency for the funds received from the Embassy of the Kingdom of the Netherlands in Kyiv
is Ukrainian hryvnas. The Fund Accountability Statement is presented in Ukrainian hryvnas (UAH). Revenues
and expenditures are made in Ukrainian hryvnas. Revenues are represented by one tranche obtained on
October 19, 2012.
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4. Questioned costs

According to the Agreement on Project, any changes to the budget shall be submitted to the Grantor in writing
in advance for approval. If no response is obtained from the Grantor within a month, the changes are deemed
to have been approved.

On December 10, 2012 the Organization has purchased Notebook Asus Eee TOP ET 2210 for UAH 8,935
while the Project budget provided amount within UAH 8,000 for such type of expense. The exceeding amount
of UAH 935 was not prior agreed with the Grantor. At the same time, Annex 3 to the Agreement on Project
KIE JUSTICE in Ukraine # Matra UA/12/RoL/05 allows the recipient of the Project to record expenses for
larger sums given that the difference between the amounts approved in the budget and actual expenses does
not exceed 10% and the total cost of the project financed by the Kingdom of the Netherlands remains
unchanged. Therefore, the Organization intends to cover the difference of UAH 800 by other budgeted items
and UAH 135 by own funds. This fact will be reflected accordingly in the financial report on results of the
Project’s realization which is to be provided in October 2013.

There were no unsupported costs identified.

5. Outstanding fund balance

A reconciliation of the outstanding fund balance with the balance in the bank account of the Project as at
December 31, 2012 is as follows:

(in Ukrainian hryvnas)
Balance in the bank account as at December 31, 2011 0
Outstanding fund balance as at December 31, 2011 0

" Funds received during the year ending December 31, 2012
MATRA funds 947 280

Total costs incurred during the year ending December 31, 2012

MATRA Project (422 749)
Total refunds during the year ending December 31, 2012 0
Balance in the bank account as at December 31, 2012 : © 524 531

Unsupported costs awaiting acceptance from the Grantor

MATRA Project 135
Balance in the bank account as at December 31, 2012 523 596
13



6. Budget

The agreement with the Embassy of the Kingdom of the Netherlands in Kyiv stipulates an approved total
budget of UAH 947,280 which is 95% of the total maximum contribution of UAH 997,137. This budget is
approved for the period from September 15, 2012 to September 15, 2013 for the Project “KIE JUSTICE in
Ukraine”. The following table shows details of the Agreement on Project’s Budget effective September 26,

2012:

(in Ukrainian hryvnas)

MATRA
Cost elements Total project cost contribution Cost share
Salaries, fees and honoraria 450 000 450 000
Copying, printing, publishing 61 600 61 600
Communications and Internet 1920 1920
Supplies t 6 120 6120
Events 36 000 36 000
Rent 202 800 101 400 101 400
Office equipment 14 500 8 000 6 500
Travel expenses
Accommodation and boarding expenses 32 000 32 000
Other direct costs 306 217 306 217
1111157 997 137 114 020

On November 22, 2012 the Organization promoted an amendment to the project’s budget with an official letter
which included an intention to use budgeted amount of UAH 1,920 for office supplies instead of Internet

services.

(in Ukrainian hryvnas)

Modification # 1
22.11.2012

Cost elements:

Communications and Internet
Supplies
Total approved change to the Budget

14

MATRA
contribution

150
1770

1920




7. Reconciliation of Project funds included in the general purpose financial statements with the Fund
Accountability Statement of the Project “KIE JUSTICE in Ukraine” # Matra UA/12/RoL/05 funded
by the Embassy of the Kingdom of the Netherlands in Kyiv as of and for the year ended December
31, 2012

(in Ukrainian hryvnas)

Notes* 2012
Total expenses in Fund Accountability Statement
for the year ended December 31,2012 422 749
Depreciation of fixed assets 7.1 0
Acquisition of fixed assets 7:2 -8 935
Purchase of materials 73 -1 341
Materials write-off 7.4 1341
Accrued expenses as at December 31, 2012 0
Prepaid expenses as at December 31, 2012 75 -36 000
Provisions for upcoming expenses and payments 0
Total expenses related to MATRA Project 377 814
Expenses related to other Programs: 7.6
Grant # SUP30011GRO013 from the US Department of State 43 146
Grant # 028-12-U-KI-KI311-VU-01-s05 from “EDNANNIA” 59 967
Project # 45201 from the International Renaissance Foundation 94 356
Project # 45315 from the International Renaissance Foundation 92 971
Project # 46264 from the International Renaissance Foundation 175 700
Project # 46272 from the International Renaissance Foundation 48 000
Project “Reform of criminal justice” financed by own funds 500 000
General & Administrative expenses financed by own funds
(charitable contributions) 3803
Unsupported expenses related to Programs 7.7 0
Exchange rate difference 257
Total expenses in the general purpose financial statements for the 1430 835

year ended December 31, 2012

*The reconciliation schedule should be considered with regard to the notes outlined below.

7.1. Depreciation of fixed assets

Depreciation of fixed assets is recorded as an expense in the general purpose financial statements, but is not
included in the Fund Accountability Statement. Therefore, depreciation of fixed assets should be added to the
Fund Accountability Statement to reconcile with expenses in the general purpose financial statements. For the

15
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reported period, there were no depreciation charges related to the Project “KIE JUSTICE in Ukraine” # Matra
UA/12/RoL/05.

7.2. Purchase of fixed assets

Purchases of fixed assets are included as expenses in the Fund Accountability Statement at purchase cost. The
cost of these fixed assets in the general purpose financial statements is accounted for as non- current assets on
the balance sheet. Therefore, the cost of these fixed assets is excluded from expenses in the Fund
Accountability Statement to reconcile with expenses in the general purpose financial statements.

7.3. Purchase of materials

Purchases of materials are included as expenses in the Fund Accountability Statement at purchase cost. The
cost of these materials in the general purpose financial statements is accounted for as inventories on the
balance sheet. Therefore, the cost of these inventories is excluded from expenses in the Fund Accountability
Statement to reconcile with expenses in the general purpose financial statements.

7.4. Materials write-off

Upon usage, materials were written off, i.e. recorded as an expense in the general purpose financial
statements. Material usage expenses are included in the Fund Accountability Statement in the period when
such materials are purchased. Therefore, materials write-off should be added to the Fund Accountability
Statement to reconcile with expenses in the general purpose financial statements.

7.3. Prepaid expenses

The company has prepaid office rent for two months of the year 2013 which was accounted for as an expense
in the Fund Accountability Statement in the year ended December 31, 2012. This sum should be deducted
from the amount of expense in order to reconcile with the general purpose financial statements prepared on
the accrual basis.

7.6. Expenses related to other Programs

(a) Grant# SUP30011GRO13 from the US Department of State

The Program was initiated in the year 2011 and closed in January 2012. Total budget of the Program equals
to USD 26,540 with the share of the US Department of State of USD 14,560. Revenues were obtained in
Ukrainian hryvnas and totaled to UAH 116,619.20 (exchange rates: first tranche USD 7.94, second and third
tranches USD 7.97). Total expenses are reported both in Ukrainian hryvnas and US Dollars using the
exchange rates on expensed tranches. In January 2012, the Organization has expensed last two tranches as
follows:

in UAH in USD
Administrative costs 171 21
Project events 14 135 1397
Publishing 31 840 3 995
43 146 5414

Final reports on the Program were accepted by the Grantor on March 2, 2012.
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(b) Grant # 028-12-U-KI-KI311-VU-01-s05 from “EDNANNIA”

The Program is a small-sized Grant received to improve the organizational capacity of the Centre for Political
and Legal Reforms. The Programs budget was conducted with a slight difference with the budget but within
the frames of deviation allowed by the Project agreement:

Actual expenses

Budget
(in USD)
In UAH In USD
Services of third-party individuals and organizations
on implementing procedures and policies of the
Organization 6,815 56,283 6,911
Purchase and installation of software: 1C and
MEDOC 550 3,684 454
7,365 59,967 7,365

The final report on the Program was accepted by the Grantor on May 20, 2013.
(c) Project # 45201 from the International Renaissance Foundation

It is a one-year Program initiated in October 2011 to support the institutional development of the
Organization. Total budget amounts to UAH 160,000 obtained in two tranches. The budget was fully
consumed by the Organization:

Actual expense

Rl Year 2012 Total
Payroll expense 69,960 54,540 69,584
Other expenses (bank fees, office rent) 90,040 39,816 90,416
160,000 94,356 160,000

The final report was accepted by the Grantor on October 25, 2012.
(d) Project # 45315 from the International Renaissance Foundation

It is a one-year Program initiated in October 2011 to reform the prosecutor's office of Ukraine. Total budget
amounts to UAH 188,915 obtained in two tranches. The budget was fully consumed by the Organization:

Actual expense

Budget
Year 2012 Total
Payroll expense 6,000 2,051 8,206
Office supplies 1,200 311 311
Other expenses (bank fees, communication) 2,915 1,109 1,109
Project experts’ salary 178,800 89,500 179,500
188,915 92,971 189,125

The difference with the budget of UAH 210 was covered by own funds of the Organization. The final report
was accepted by the Grantor on May 18, 2012.
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(e) Project # 46264 from the International Renaissance Foundation

It is a short-term Program (three months) initiated in April 2012 to conduct a presentation of results of the
Project # 45315 and of the developed draft law. Total budget of the event equals to UAH 175,700. On July
23, 2012 the Grantor approved amendments to the budget allowing to a slight reclassification of costs
between the budget items:

Initial Amended Actual
Budget Budget Expense
Payroll expense 6,000 5,470 5,470
Office supplies 3,400 2,094 2,094
Other expenses (organization of event) 166,300 168,136 168,136
175,700 175,700 175,700

The final report was accepted by the Grantor on July 16, 2012.
(f) Project # 46272 from the International Renaissance F oundation

It is a short-term continuing Program initiated in September 2012 to support independence and integrity in
judges' activity. Total budget equals to UAH 148,000 divided to two tranches. In the year ended December
31, 2012 the Organization obtained the first tranche amounting to UAH 103,600 to be expensed till March 4,
2013. The following sums were expensed according to the Program’s budget in the year 2012:

Actual expense

Total budget
Year 2012
Project experts’ salary 120,000 48,000
Organization of events — experts’ salary 12,000
Organization of events — rent 5,000
Publishing of analytical review 11,000
148,000 48,000

The report on the first tranche of the Program was accepted by the Grantor on March 15, 2013.

(g) Project “Reform of criminal justice” financed by own funds

It is an internal Program of the Organization initiated by its experts designed to promote reforms in some of
the bills related to criminal justice in Ukraine. The amount of UAH 500,000 was received in the form of
charitable donations from individuals in April 2012. The Program-was conducted during six months of the
year 2012. Expenses of UAH 500,000 are primarily salary of involved experts, office rent and general and
administrative costs related to the Program.

7.7. Unsupported expenses related to Programs
We have not identified any unsupported expenses related to the Programs.

8. Cost sharing

Budget of the Project “KIE JUSTICE in Ukraine” # Matra UA/12/RoL/05 implies cost share/counterpart
contribution for the total amount of UAH 114,020 to be provided to the Organization from other sources of

18



financing till September 15, 2013. As of the reporting date (December 31, 2012) the Organization did not
register any expenses as the cost sharing part for this Program.

9. Allocation of costs

During the year 2012, the Organization commenced work under eight Programs financed by different sources.
All of the costs were direct according to the Programs’ budgets and the Organization’s accounting information.
Therefore, no allocation of indirect costs is needed. Labor costs were divided according to time sheets
submitted by the personnel working for the particular projects. All other expenses are directly related to either
grants and were allocated based on costs actually incurred by each individual project.

Thor Koliushko

Svitlana Pravdyvets
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PART III - Independent auditors’ reports
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