PRIVREDNI SAVETNIK — REVIZIJA DOO

A MEMBER OF AGN INTERNATIONAL LTD

“BALKAN COMMUNITY INITIATIVES FUND”, BELGRADE

INDEPENDENT AUDITOR’S REPORT

ON INCOME AND EXPENDITURE STATEMENTS

FOR THE PERIOD 1 JANUARY 2006 TO 31 DECEMBER 2006

BELGRADE, MaY 2007

PRIVREDNI SAVETNIK - REVIZIJA DOO, BELGRADE, KNEGINIJE ZORKE 96
REGISTERED IN THE REGISTER OF COMPANIES, BELGRADE, REG. NO. 15686/2005
BaNK AccounT No.: 275 22 12730 081 100 56
TELEPHONES: GENERAL MANAGER (11) 30-20-562; CERTIFIED AUDITORS: (11) 30-20-722; 30-20-538

Fax: (11) 30-20-686; E-MAIL: MILOS@PSR.CO.YU; REVIZIIA@PSR.CO.YU; WEB: WWW.PSR.CO.YU




"BALKAN COMMUNITY INITIATIVES FUND", BELGRADE
PERIOD I°” JANUARY 2006 T0 31° DECEMBER 2006

TABLE OF CONTENTS
Page No.
Independent Auditor's Report 1
Balance Sheet as of 31 December, 2006 2
Income and Expenditure Statement 3
Notes to The Income and Expenditure Statement 4-6

Supplemental informations:

Recapitulation of local partners from Serbia and Montenegro 7-8



PRIVREDNI SAVETNIK — REVIZIJA DOO

A MEMBER OF AGN INTERNATIONAL LTD

-

INDEPENDENT AUDITOR’S REPORT

“BALKAN COMMUNITY INITIATIVES F UND”, BELGRADE
Gospodar Jevremova No. 45 Street
11000 Belgrade, Serbia

We have performed the audit of the accompanying Income and Expenditure Statement for the period 1
January 2006 to 31 December 2006 prepared by the “Balkan Community Initiatives Fund”, Belgrade
(hereinafter: BCIF) in respect of its fairness and accuracy and compliance with the terms of the Grant
Agreements concluded between BCIF and SkaN Foundation, Hilversum, Netherlands; The Balkan Trust
for Democracy (German Marshall Fund of the United States); Rockefeller Brothers Fund, New York; Fund
for Open Society, Belgrade; Nadace Via, Czech Republic; Project for Public Spaces, New York: Charles
Stewart Mott Foundation, Michigan; Freedom House, Boston; Balkan Community Initiatives Fund, United
Kingdom, Canadian International Development Agency and Institute for Sustainable Communities,
Belgrade (in further text: The Donors), for funding of the realisation following programs:

- Development program,
- Grantmaking program,
- Developing philanthropy.

The management of the BCIF is responsible for the Income and Expenditure Statement presented on

page 3. Our responsibility is to express an opinion on fairness and accuracy of those Income and
Expenditure Statement.

In accordance with International Standards on Auditing, our audit procedures did not comprise
examination of each accounting entry but were based on such testing, as we considered necessary in the
light of the BCIF's controls and accounting procedures. We made tests of recorded transactions, verifying
that expenses are supported by invoices and receipts, letters of employment and consulting contracts.
Our tests were endeavoured to obtain reasonable assurance about the BCIF's compliance with the terms

of the Grant Agreements that, if not complied with, we believe, could have material effect on the outcome
of the Grants.

Our audit of the upper stated Income and Expenditure Statement was limited to the period from 1 January
2006 to 31 December 20086. -

In our opinion, the Income and Expenditure Statement for the period 1 January 2006 to 31 December
2006 referred to above present fairly, in all material respects, the Income and Expenditures connected
with the Grant Agreements related to the main BCIF's activities and programs, awarded by The Donors,
in conformity with Standard Accounting Practices. Furthermore, in our opinion, BCIF complied, in all
material respects, with the requirements of the Grant Agreements.

In view of the fact that we have reviewed the movements on the BCIF domestic and foreign currency
bank accounts and based on the BCIF's specific statement that no other activities are performed by
BCIF, we can generally conclude that BCIF’s operations consist only of activities related to the realisation
of the upper stated programs.

Belgrade, 17 May 2007

"Privredni savetnik - Revizija"
ijana Cvetkovi¢, Certified Auditor
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"BALKAN COMMUNITY INITIATIVES FUND ", BELGRADE
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BALANCE SHEET AS OF 31 DECEMBER 2006

(In RSD)
ASSETS 1.1.2006 31.12.2006
Fixed assets 356,374 688,480
Tangible fixed assets 399,251 807,855
Accumulated depreciation of tangible fixed assets (42,877) (119,375)
B Current assets 13,213,613 8,452,422
Receivables - 65,352
Cash with the Bank 12,605,287 8,387,070
Value-added tax, prepayments 608,326 -
Total 13,569,987 9,140,902
5 LIABILITIES 1.1.2006 31.12.2006
Equity 13,494,000 9,020,911
- Stakes in limited liability companies 100,000 100,000
Retained earnings 13,394,000 11,923,382
Loss - (3,002,471)
Liabilities 75,987 119,991
Liabilities from operations 19,987 119,991
Liabilities for value-added taxes and other duties 56,000 -
Total 13,569,987 9,140,902




"BaLkan CoOMMUNITY INITIATIVES FUND ", BELGRADE
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Income and Expenditure Statement

Income Amount in RSD
Nadace Via, Czech Republic 1,533,042.81
SkaN Foundation, Hilversum, Netherlands 3,965,455.79
Balkan Trust for Democracy (German Marshal
Fund of the United States) 390,858.75
Project for public spaces, New York 923,866.09
Rockefeller Brothers Fund, New York 11,972, 166.32
Freedom House, Boston 322,940.48
Charles Stewart Mott Foundation, Michigan 6,482,074.79
Balkan Community Initiatives Fund, United
Kingdom 6,059,543.14
Fund for Open Society, Belgrade 1,073,200.00
Institute for Sustainable Communities,

Belgrade 2,956,507.40
TOTAL 35,679,655.57
Expenditures Amount in RSD
OPERATIONAL 9,690,581.49
Salaries including benefits 3,621,381.92
Services including taxes 1,707,953.60
Rent, utilities, office material 1,689,007.63
Mentenegro office costs 1,288,456.67
Capital costs 864,230.60
Travel 519,551.07
PROGRAM COSTS 11,367,011.03
Program management including benefits 4,903,170.92
Communication 303,711.24
Travel 1,429,538.03
Trainings/workshops/conferences 4124.123.29
Publications 606,467.55
| REGRANTING 16,603,383.32 |
TOTAL 37,660,975.84

BACKGROUND

Balkan Community Initiatives Fund (BCIF), Gospodar Jevremova 45 Street, Belgrade was registered in
January 2004 as a fund with its aim to help build vibrant, stable and sustainable communities in Serbia
and in Montenegro.

BCIF is a domestic public benefit fund that supports people to take active part in improving the life in
their communities. By providing financial assistance and learning opportunities BCIF are helping people
who are trying to help themselves.

BCIF believe that each citizen can and should contribute to the development of society and that each
community is the responsibility of the people who live there. Therefore, BCIF support associations of
citizens and non-profit initiatives to contribute to a better life for themselves and their fellow citizens.
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BCIFdo this through:

1. Financial support for the realization of activities and initiatives coming from local communities;
2. Providing support to people in learning and practicing new ways of solving problems in the places

where they live, and by creating opportunities for them to exchange experiences with others working
on similar issues;

3. Encouraging people to use their local capacities and rely on local resources.
Founders of the BCIF are:

- Aco Divac, Belgrade,

- Dubravka Velat, Belgrade,

- Jenny Hyatt, Great Britain,

- Mia Vukojevi¢, Belgrade and

- SneZana Stojanovic, Belgrade.

The total initial capital amounts to 100,000.00 RSD.

To fulfil these aims, BCIF has developed the following programs: Grantmaking Program, Development
Program and Developing philanthropy.

In order to realise the aforementioned programs in 2005 and 2006, BCIF concluded Grant Agreements
with: SkaN Foundation, Hilversum, Netherlands; The Balkan Trust for Democracy (German Marshall
Fund of the United States); Rockefeller Brothers Fund, New York: Fond for Open Society, Belgrade;
Nadace Via, Czech Republic; Project for Public Spaces, New York: Charles Stewart Mott Foundation,
Michigan; Freedom House, Boston; Balkan Community Initiatives Fund, United Kingdom, Canadian
International Development Agency and Institute for Sustainable Communities, Belgrade (in further text:

The Donors) for funding of following Projects:

The Donors

NADACE VIA, Czech Republic

SkaN FOUNDATION, Hilversum,
Netherlands

THE BALKAN TRUST FOR
DEMOCRASY (German Marshal
Fund of the United States)

BALKAN TRUST FOR
DEMOCRACY (German Marshal
Fund of the United States)

PROJECT FOR PUBLIC
SPACES, New York

ROCKEFELLER BROTHERS
FUND, New York

FREEDOM HOUSE, Boston

CHARLES STEWART MOTT
FOUNDATION, Michigan
BALKAN COMMUNITY
INITIATIVES FUND, United
Kingdom

FUND FOR OPEN SOCIETY
CANADIAN INTERNATIONAL
DEVELOPMENT AGENCY

INSTITUTE FOR SUSTAINABLE
COMMUNITIES

Project
“Transformation Cooperation with
Balkan Community
Initiatives Fund - Phase I"
“Co-operating Netherlands

Foundations for Central and

Eastern Europe in the Republic of
Montenegro”

"Effective Citizen's Participation -
Sharing Successful Models"

"Supporf Grantmakers East Group
11" Annual Meeting in Belgrade”

"Community and Economic
development through
Public Spaces”

"Developing Philanthropy”

"Effective Advocasy - learn by
Doing"

"General Purpose"

"General Purpose"”

"Promotion of social responsibility
of corporations in local areas”

"Building Sustainable Communities
- Community Learning Programe. "

"Civil Society Advocacy Initiative"

Duration

March 01 — December 31, 2006

January 01 — December 31, 2006

August 05, 2006 — August 05, 2007

December 20 — January 31, 2007

March 15, 2005 — October 01, 2006
March 2006 — December 2008

July 01, 2005 - April 30, 2006

July 2005 — June 2007

January 01 — June 30, 2006

April 01 — December 31, 2006

December 23, 2005 — October 30,
2006

July 01, 2006 — June 30, 2007
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Some of the Projects started its implementation in 2005, but the scope of our audit was limited only to
the year 2006.

REGIONAL OFFICE IN MONTENEGRO

According to decision No.: 180-023-02-00616-1/2006-07, dated 20 October 2006 of the Serbian Ministry
of economic foreign relations, BCIF founded it's regional office in Podgorica, Montenegro. The regional
office is registered in the register of regional offices under No.: 1648 with it's bank account No.: 234100-
00-532-0005000.9 at NLB Montenegrobanka A.D., Podgorica.

AUDIT OBJECTIVES

Our audit objectives were:

1. To obtain reasonable assurance that presented Income and Expenditure Statement does not
contain inaccuracies that would materially affect the information conveyed:

2. To establish whether the funds received from "the Donors" were spent in compliance with the terms
of the Grant Agreements,

PERIOD AND SCOPE COVERED BY THE AUDIT

The period covered by our audit is January 1% 2006 to December 31% 2008.

SUMMARY OF QUR AUDIT PROCEDURES

In accordance with the International Standards on Auditing, our audit procedures did not comprise the
examination of each accounting entry but were based on such testing as we considered necessary in
the light of BCIF's controls and accounting procedures.

We made tests of recorded transactions which included the receipt of funds made by the "Donors”, the
receipt of funds to local partners in Serbia and Montenegro, made by the "Fond", as well as expenses
incurred: salaries calculation and contracts with employees who have participated in the projects:
invoices and contracts related to office renting; invoices received for office supplies; invoices for
services related to administration and organizational activities; bills for advertising, phone, electricity,
accountancy, legal services and other underlying documents.

Our tests were endeavoured to obtain reasonable assurance about BCIF's compliance with the terms of
Grant Agreements that if not complied with, we believe, could have material effect on the income and
expenditure of the Grants.

In view of the fact that we have reviewed the movements on the BCIF domestic and foreign currency
bank accounts and based on the BCIF's specific statement that no other activities are performed by
BCIF, we can generally conclude that BCIF’'s operations consist only of activities related to the
realisation of the upper stated programs.

THE ACCOUNTING SYSTEM AND INTERNAL CONTROLS

BCIF have its own computerized accounting system.

Entries to the computerized cost accounting records are made on the basis of original documents.
Accounting records are summarized by income and expenditure categories.

The system of internal controls is such that it can ensure proper expenditure of the donated funds within
the provisions of the Grant Agreements. Expenses are paid only after obtaining and approval from the
Executive Director.
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INCOME

In accordance with the Grant Agreements, BCIF received funds from the "Donors” on a foreign currency
bank account no. CS73 275 22308180832202 15 opened at Societe Generale Yugoslav Bank, Belgrade
(currency EURO), foreign currency bank account no. CS73 275 2230818083300 12 opened at Societe
Generale Yugoslav Bank, Belgrade (currency USD), foreign currency bank account no. CS73 275
2230818083505 76 opened at Societe Generale Yugoslav Bank, Belgrade (currency GBP), domestic
currency bank accounts No. 275 2230818081106 95 and 275 2230818081115 68, opened at Societe
Generale Yugoslav Bank, Belgrade.

NATURE, LEGALITY AND REGULARITY OF EXPENDITURES

Our tests and analyses of exPenditures confirmed that expenditures incurred in the period from January
1%, 2006 to December 31, 2006 represent expenditures that are related and necessary for the
implementation of the BCIF's programs.

RECONCILIATION OF EXPENDITURES WITH ORIGINAL DOCUMENTS

We have reconciled the expenditures disclosed in the financial report for the period January 1%, 2006 to
December 31, 2006 with original documents and determined that tested expenditures are supported by
invoices, receipts, and other underlying evidence.

PHYSICAL LOCATION OF ORIGINAL DOCUMENTS

All cost accounting records, third party documents and other original documents are located at the BCIF
offices in Gospodar Jevremova street 45/111-8, Belgrade, Serbia.
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RECAPITULATION OF LOCAL PARTNERS FROM SERBIA AND MONTENEGRO

Regranting have been made according to the Contracts concluded between BCIF and local NGO from

Serbia and Montenegro.
Local partners from Montenegro are:

NGO Place Program Donation (RSD)
Anima Kotor Social transition 858,042.55
Asociation for democratic Prosperity-Wall Podgorica Social transition 674,336.89
Bona Fides Bar Aktive communities 251,873.23
Association of young ecologists Niksic Aktive communities 194,336.67
Bjelasica and Komovi group of friends Mojkovac Aktive communities 223,498.45
Steps Plievija Social transition 702,429.60
3,?,{2 PRI PR NI | e Social transition 605,567.59
Association for people with paraplegia Bijelo Polje Social transition 704,328.80
diffcuties in development .Rasvitae " Cetije Social transition 284,177.44
Association for support to mentally disabled persons Niksic Social transition 583,333.92
Association for the development of civil society Bijelo Polje Aktive communities 264,522.90
Women for a better tomorrow Bijelo Polje Social transition 635,349.60

Local partners from Serbia are:

NGO Place Program Donation (RSD)
AZIN Belgrade Active communities 250,000.00
Center for development of civil resources- CRCR Nis Active communities 247.842.00
Ecology movement Ibar Kraljevo Active communities 254,113.00
Ecological movement Vrbas Vrbas Active communities 260,130.00
FON Nis Active communities 254,449.00
lzida Feketic Active communities 199,604.00
Hera Backa Topola Active communities 256,000.00
The Cult Grdelica Active communities 262,230.00
Leskovac district Leskovac Active communities 262,230.00
Informal grouo "Sparks" Loznica Active communities 242 ,500.00
Informal group Youth Club 019 Zajecar Active communities 249,900.00
Informal group Elderly people group for self-help Kragujevac Active communities 240,000.00
Non-governmental economic centre NEC Vranje Active communities 262,063.00
Friends of the children Padina Public spaces-our spaces 261,420.00
Club ARS NOVA Valjevo Public spaces-our spaces 261,720.00
Informal education organization Kursumlija Public spaces-our spaces 261,110.00
Raskovnik Negotin Active communities 250,404.00
Roma centre Obrenovac Active communities 250,383.00
SKATING Belgrade Active communities 250,237.00
SPA Vranjska Banja  Active communities 231,615.00
Association of people with muscular dystrophy Nis Active communities 251,244.00
Women in action Belgrade Active communities 540,865.00
Association of creative education "Centra Plus" Velika Plana Active communities 214,020.00
"White cane" Beograd Active communities 226,116.00
Green bike Valjevo Active communities 232,290.00
Association of people "Porecje" Vucje Active communities 262,230.00
Women Association-Cradle of Backa Bac Active communities 154,800.00
Volleyball club - "The first tempo” “Sn:frg‘jtg Active communities 175,440.00
GEA Knjazevac Active communities 82,258.00

7
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Informal group "Ribnica" Cajetina Public spaces-our spaces  242,200.00
Ecology club "Green road sign" Rasgka Active communities 146,438.00
Association of Roma Solidarity Kragujevac Active communities 242,743.00
Group of women activists Neradin Active communities 199,776.00
Women forum Mali Idos Active communities 235,153.00
Center for youth initiatives Kragujevac Active communities 172,280.00
"DONA" Bajsa Active communities 62,700.00
"Eho" Jagodina Active communities 172,953.00
Society for the cerebral and children palsy Paracin Active communities 212,400.00
Red cross Svilajnac Active communities 128,820.00
ART LINK Beograd Active communities 50,754.75
Association for Majdanpek development Majdanpek Active communities 198,970.00
Association for mentally disabled people help Kula Active communities 204,014.00
Fenomena Kraljevo Active communities 222,240.00
Women in action Velika Plana Active communities 234,000.00
Association for mentally disabled people help Trstenik Active communities 204,460.80
Women in action Velika Plana Active communities 12,000.00
Center for development of civil resources Nis Active communities 12,305.00
Informal group "Sparks" Loznica Active communities 18,000.00
"Eho" Jagodina Active communities 18,000.00
Viktorija Kragujevac Active communities 18,000.00
Dona Bajsa Active communities 18,000.00




