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INDEPENDENT AUDITOR’S REPORT

We have audited the accompanying financial statements of , Trag foundation®, Devdelijska 19, Belgrade,
which comprise the balance sheet as at 31 December 2013 and the income statement for the year then ended,
and significant contracts and procedures.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentaton of these financial statements in
accordance with the accounting regulations of the Republic of Serbia, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with International Standards on Auditing. Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 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 entity’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 entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, 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.

Upis u Registar privrednih subjekata Agencije za privredne registre izvrien pod BD 4492/2005.
Upisan i uplacen osnovni kapital: 2.079.35 EUR MB: 17567632 PIB: 103465637 SD: 6920
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Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of ,,Trag

foundation® as at December 31, 2013, and of revenues and expenses pertaining to the realization of projects
based on donation contracts in accordance with the accounting regulations of the Republic of Serbia.

Certified auditor,

Belgrade,
30.09.2014. Nebojsa Stankovi¢
MUALe, Y - -
Qg"l /4 A '17,171/ /Q/’_""' .|
F ez T
0 “ (=)
u
o o
S, REVIZIWA &
% !

Upis u Registar privrednih subjekata Agencije za privredne registre izvrien pod BD 4492/2003.
Upisan i uplacen osnovni kapital: 2.079.35 EUR MB: 17567632 PIB: 1034635637 SD: 6920
Dozvola za obavljanje poslova revizije Ministarstva finansija RS dobijena 13.08.2009. godine:
Redenie hr 073-02-00762/2009-16 2



» T'rag foundation”, Belgrade

INCOME STATEMENT
for the period 01 January 2013 - 31 December 2013

(in TRSD) 2013 2012
REVENUES AND EXPENSES FROM

OPERATING ACTIVITIES

OPERATING REVENUES 39.448 80.052
Sales 2.448 1.779
Other operating revenues 37.000 78.273
OPERATING EXPENSES 76.727 65.326
Costs of material 1.657 985
Costs of salaries, contributions and other personal

expenses 49.882 41.690
Depreciation and provisions 1.083 929
Other operating expenses 24.105 21.722
OPERATING PROFIT/(LOSS) (37.279) 14.726
FINANCIAL REVENUES 5 2.548
FINANCIAL EXPENSES 1.747 1.115
OTHER REVENUES 72 10
OTHER EXPENSES 15 835
RESULT BEFORE TAXATION (38.964) 15.334
PROFIT TAX - -
NET PROFIT/(LOSS) (38.964) 15.334




» Trag foundation”, Belgrade

BALANCE SHEET
as of 31 December 2013

(in TRSD)
ASSETS:
FIXED ASSETS

PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment

CURRENT ASSETS
INVENTORIES

SHORT-TERM RECEIVABLES, INVESTMENTS AND

CASH

Recervables

Cash and cash equivalents

VAT, prepayments and accrued income
OPERATING ASSETS

TOTAL ASSETS

EQUITY AND LIABILITIES:
EQUITY

FOUNDING CAPITAL
RETAINED EARNINGS

LOSS z

LONG-TERM PROVISIONS AND LIABILITIES
SHORT-TERM LIABILITIES

Trade payables

Other short-term liabilities

VAT and other taxes

TOTAL EQUITY AND LIABILITIES

2013 2012
31.800 31.819
31.800 31.819
31.800 31.819
34.084 52.424

2.648 1.687
31.436 50.737
3227 2.842
28.181 47.867
28 28
65.884 84.243
65.884 84.243
42.260 81.226
100 100
81.126 81.126
38.966 .
23.624 3.017
23.624 3.017
937 743
20.339 -
2.348 2.274
65.884 84.243




»T'rag foundation”, Belgrade

CASH INFLOWS
in the period 01.01.2013. to 31.12.2013

(amounts are in RSD)

CASH RECEIPTS FROM DONORS

Insitute for sustainable communities, Belgrade

Rockefeller Brothers Fund, New York

Charles Stewart Mott Foundation, Michigen

Erste Banka, Novi Sad, Serbia

Chemonics International inc.

The European Commission

Ministry of Labor and Social Policy, Government of Serbia
USAID

SIPRU team, Government of Serbia

Kinderperspective

UNICEF

Office for Cooperation with Civil Society

Balkan Trust for Democracy, USA

Places in Heart, Serbia

Banca Intesa ad, Belgrade

Co-operating Netherlands Foundations for Central and Fastern Europe,NL
US Embassy, Serbia

Unicredit bank, Serbia

Foundation KBF

Open Society Fund, Belgrade -

The Embassy of the Netherlands in Serbia (A.HOL)
Teleckom ad, Belgrade

NALED - National Alliance for Local Economic Development, Belgrade
Telenor, Belgrade

CS EVENTIM

Techsoup Fund, Warsaw, Poland

2013. 2012.
122.896.956 143.679.838
72.425.338 23.626.412
18.449.762 9.428.190
12.669.408 12.648.899
4.531.994 4.097.295
2.866.857 1.975.923
2.639.753 33.760.063
1.976.688 -
1.655.506 =
1.424.493 -
1.146.421 1.168.999
1.000.584 8.506.226
585.000 B
545.368 5.465.371
479.528 -
178.068 100.000
170.986 37.540.248
72.002 -
70.000 -
9.200 -
- 2.592.500
- 1.099.585
- 630.000
- 467.208
- 350.000
- 130.560
- 92.359
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»I'rag foundation”, Belgrade

ENDOWMENT CASH RECEIPTS

Institutions:

Chatles Stewart Mott Foundation, Michigen
Co-operating Netherlands Foundations for Central and FEastern Europe, the

Netherlands
Services:

Erste Bank, Serbia
Cash inflows from rental fees:

HD European Consulting Group, Belgrade
Individual donors

Other cash receipts
TOTAL CASH RECEIPTS

14.674.868 3.597.188
10.926.763 .
: 2.274.368

863.717 750.000
1.356.277 455.560
1.197.461 117.260
330.650 286.727
137.571.824  147.563.753
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» I'rag foundation”, Belgrade

CASH OUTFLOWS
in the period 01.01.2013. to 31.12.2013

(Amonnts are in RSD) 2013. 2012.
OPERATING EXPENSES 28.058.893 24.183.372
Salaries, taxes and contributions on salaries 17.290.006 15.363.774
Services 4.985.171 5.290.921
Rent and office costs 4.607.764 3.528.677
Transport costs 1.175.952 -
CAPITAL EXPENSES 1.425.265 29.861.800
PROGRAM EXPENSES 45.098.377 40.762.641
Salaries of program management, taxes and
contributions 24.686.630 23.603.372
Politics and philanthropy 16.144.697 6.578.138
Travel expenses 3.200.029 3.238.288
Communication 776.341 617.424
Regional cooperation 290.680 6.725.419
REGRANTING 77.913.115 69.576.144
TOTAL OUTFLOWS 152.495.650 164.383.957

Capital expenses in 2013 mostly pertain to purchases of new business/ accounting software and introduction of
IT network in the Trag foundations’s new office premises.
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Notes to the Financial Statements , I'rag foundation”, Belgrade

1. GENERAL INFORMATION

The “Trag foundatiton” (in further text: Foundation), is a non-profit, nongovernmental organization founded
for the purpose of charitable realization of the basic goal of the Foundation - to help building of active and
stable local communities by providing help for local groups, associations and other organizations of civil
society, which endeavor to improve quality of life of citizens in local areas.

The Foundation, apart from its basic goal, has the following goals:
- to strengthen communities by supporting initiatives of citizens that come from a local community and
lead to creation of a lawful society;
- To support civic activism and development of spirit of tolerance, solidarity and cooperation within
community and among communities;
- To promote philanthropy and culture of giving in Serbia, on a local and on the national level.

In accordance with set goals, the Foundation will work on fulfilling the following tasks:

- To provide suppott, including financial help, for ininatives of citizens from local areas;

- To provide consultative support to formal and informal organizations in local communities:

- To enable appropriate education for those included in initiatives in local communities;

- To directly advocate for more favorable legislative and fiscal framework for local giving:

- To provide support for initiatives of associated citizens, related to influence on policies that have
direct influence on life in local communities;

- To provide support for dialogue and cooperation among local initiatives, related to influence on
policies that have direct influence on life in local communities;

- To provide support for networking and creating coalitions among local communities, related to
influence on policies that have direct influence on life in local communities;

- To work with organizations of civic society on building capacity for collecting funds in local
community;

- To work on general promotion of philanthropy among companies and individuals for the purpose of
encouraging of philanthropic giving;

- To publish books and other publications, that are dedicated to development of local community and
environment, in accordance with law;

- To promote values of the Foundation;

- To organize - independently or with other organizations - professional meetings, conferences,
seminars and other forms of professional education in this area.

Founders of the Foundation are:
- Aco Divac, Belgrade,
- Dubravka Velat, Belgrade, and
- Snezana Stojanovic, Belgrade.

The total founding capital amounts to 100,000.00 RSD.

The Foundation was founded in 2004 and has conducted its’ activities under the name “Balkan Community
Initiatives Fund” until midlle of 2013. In June 2013 the Foundation changed its’ name to “Trag foundation™.

The seat of the Foundation is in Devdelijska Street, No. 19, Belgrade, Serbia.
Tax identification number of the Foundation is 103208903
The registry number of the Foundation is 17522663.

The Foundation has 19 employees as of 31 December 2013, from which one employee with part time
employment contract (six hours daily).
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Notes to the Financial Statements

» Trag foundation”, Belgrade

Over time, the Foundation has developed grantmaking programs, development programs, program for
developing philanthropy and launched an Endowment.

With aim of realizing the mentioned programs, the Foundation has concluded contracts on donations with a
great number of donation organizatioins in the country and abroad, as well as with local institutions, banks
and others. The most significant donors and projects r':u}:)porrf:d by them are given in the table below:

No.

Donor

Project title

Duration of the Project

The European Union
(European Commission)

SIGN for Sustainability

30.11.2012 - 30.11.2014

Civil society active in community

23.11.2012 - 23.2.2014

5]

Institute for sustainable
communities, Belgrade

Philanthropy in Serbia, from Theory to

Practice

1.10.2012 - 28.2.2013

Program for Civil Society

1.11.2012 - 31.7.2014

Project of Increasing Capacities

18.12.2013 - 31.7.2014

Civil Society Advocacy Initiative

1.6.2006 - 31.1.2013

Charles Stewart Mott
Foundation, Michigen

Endowment building program

2012 - 2017

General Purposes

1.7.2011 - 30.6.2013

General Purposes

1.7.2013 - 30.6.2015

Rockefeller Brothers Fund,
New York

General Purposes

1.10.2013 - 30.9.2014

Program of civil environmental

initiatives

5.7.2012-5.7.2013

UNICEF (The United
Nations children’s fund)

Public relations in support of social

inclusion

21.12.2011 - 31.1.2013

The Balkan Trust for
Democracy, USA

Support the active participation of
citizens as their contribution to the
development of their local community

1.8.2012 - 31.7.2013.

Philanthropy development in Serbia

1.8.2012 - 31.7.2013

Erste bank, Novi Sad,
Serbia

Club Superste

10.12.2012 - 10.5.2013

Centrifuga

29.3.2013 - 31.12.2013

Chemonics International inc

Coordination and Support to CSO

11.7.2012 - 11.7.2013

USAID

Initiative for social security reform

1.7.2013 - 31.12.2014.

10

Office for Cooperation with
Civil Society

Cofinancing of the project — Civil society

for active communities

13.12.2012. - 22.2.2014.

11

Kinderperspectief

Active communities

26.11.2013. - 25.11.2014.

Some of the Projects started its implementation in 2011 and 201

to the year 2013.

2, but the scope of our audit was limited only




Notes to the Financial Statements » I'rag foundation”, Belgrade

2. ENDOWMENT

In 2012 the Foundation started collecting funds for founding of an endowment with the aim of securing a
stable source of financing in the future. The Foundation was supported in this by the ,,Charles Stewart Mott
Foundation®, ,.Co-operating Netherlands Foundations for Central and FEastern Europe® and other
institutional and individual donors.

Development of endowment assets is shown in the following table:

Descrpition RSD

Endowment as of 01.01.2012: 3.597.188
1. Individual donors 715.829
2. Companies 481.632
3. Revenues from flat renting ("HD European Consulting Group") 1.356.277
4. Services — Erste bank, Serbia 863.717
5. ,.Chatles Stewart Mott Foundation® 10.926.763
6. Other inflows 330.650
7. Proceeds on investment units 242.830

Endowment as of 31.12.2013: 18.514.886

The Foundation has invested a part of the received cash from the endowment in the purchase of investment
units at the Raiffeisen Investment Fund in the amount of RSD 16.804.100 in October 2013. Realized proceeds
on the basis of this investment amount to RSD 242.830 as of 31 December 2013.

3. SCOPE AND NATURE OF THE AUDIT

The audit required by Foundation-stipulate such tests deemed necessary to give reasonable assurances that the
system of internal controls is adequate and that Income and Expenditures reported in the Foundation’s
Financial Statements are bona fide and have been incurred in accordance with the Agreements with the

Donors.

The Auditor’s steps comprised:

- cost analysis,

- advance payment verification,

= analysis of third party accounts,

- testing the accordance of costs to invoices (bills) and budget,

- auditing of project revenues (advance payments, interest on assets, co financing, and other
revenues),

- verification of other records and the existence of relevant documentation,

= other procedures auditors consider necessary depending on the given circumstances.

The auditor made a special examination to ascertain that:

- The Foundation has signed agreement with the organization to which it channel funds from The
Donors,

- Funds are kept separately in a separate bank account,

- The financial reports to The Donors are made against the budget approved by The Donors and
contains explanations for any deviations,

- The auditor verifies that the report against the budget corresponds with the accounts and thus
provides a true and fair view,

10



Notes to the Financial Statements , Irag foundation”, Belgrade

- 'The auditor verifies that explanations of deviations from budget are provided and that the
explanations are not contradicted by other parts of the report,

- Project expenditures are made in accordance with the project document and the project budgets:
Project expenditures are valid and supported by adequate documentation.

4. PERIOD COVERED BY THE AUDIT

The period covered by our audit is 1 January 2013 to 31 December 2013.

5. SUMMARY OF OUR AUDIT PROCEDURES

»Alfa-Revizija« has carried out auditing in the period 15 do 26™ of April 2014. godine. 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 the Foundations
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 made by the Foundation, 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 undetlying documents.

As of 31 December 2013, the Foundation hires 18 full ime employees and one employee with a six hour daily
employment contract. However, over 50 associates have been engaged additionally in the course of 2013 over
authorship contracts.

All employment contracts, contracts on authorships and other contracts on temporary engagement were
presented to the audit team.

Our tests were endeavoured to obtain reasonable assurance about the Foundation’s compliance with the terms
of agreements that if not complied with, we believe, could have material effect on the income and expenditure
of the donations.

6. THE ACCOUNTING SYSTEM AND INTERNAL CONTROLS

Entries to the computerized cost accounting records are made on the basis of original documents such as:
contracts and signed receipts for honoraria, bills for rent, office supplies, equipment, travel documentation
and other documents. Accounting records summarize payments by income and expenditure categories.

The system of internal controls is such it ensures proper expenditure of the donated funds within the
provisions of the Grant Agreements. All costs are paid only with collective consent of at least two out of six
signatories of the deposited bank signatoties: executive director, Executive Board member, program director,
administration and financial director, program donation manager, fundraising and communications manager.

11



Notes to the Financial Statements » Irag foundation”, Belgrade

7. INCOME

In accordance with the Grant Agreements, the Foundation received funds from The Donors on foreign and
domestic bank accounts opened at Societe Generale Bank Serbia, Belgrade and Erste Bank a.d. Novi Sad, as

follows:

Bank account Currency Name of the Donor

Societe Generale Bank

275-0010220696985-94 RSD Institute for Sustainable Communities, Belgrade, Serbia
275-0002200037444-64 RSD Institute for Sustainable Communities, Belgrade, Serbia
275-0000220037460-16 USD Charles Stewart Mott Foundation; Balkan Trust for Democracy
275-0000220037452-40 EUR The European Commission

Erste Bank

340-0000011000590-82 RSD Etste Bank, Serbia

340-0000011000730-50 RSD USAID, Belgrade, Serbia

340-0000411000590-80 USD Rockefeller Brothers Fund

340-0000411000590-80 EUR Co-operating Netherlands Foundations

Banca Intesa
160-00000003799929 RSD Individual donors (online donations)

Contracts between the Foundation and the Donors exist and were presented to the audit team. All the
Contracts were signed and kept in separate folders.

All the donations received during 2013 were intended to cover the implementation of programs: Grantmaking
program, Policies program and Developing philanthropy program.
8. CURRENCY FLUCTUATION

The Foundation maintains its accounts in accordance with the Serbian l.aw on Accounting and Auditing and
International Accounting Standards.

Our examination confirmed that all bookkeeping accounts in the Foundation's accounting system were kept
and reported in the local currency (RSD).

Assets and liabilities are included at their nominal value unless stated otherwise.
For the purpose of financial reporting to the Donors, all costs stated in the financial reports were translated
from Serbian Dinars into EUR or USD by using the exchange rates from the date when installments from

The Donors were made.

Exchange rate differences have been properly calculated and booked.

12



Notes to the Financial Statements » Irag foundation”, Belgrade

9. FIXED ASSETS

Table of changes in fixed assets:

(amounts are expressed in RSD) Apartment  Equipment Total

Purchase value

Balance as of 31 December 2012 31.495.608 3.304.257 34.799.865
Purchase - 1.063.912 1.063.912
Balance as of 31 December 2013 31.495.608 4.368.169 35.863.777

Value adjustment

Balance as of 31 December 2012 655.546 2.324.860 2.980.406
Depreciation 655.546 427.843 1.083.389
Balance as of 31 December 2013 1.311.092 2.752.703 4.063.795
Present value

Balance as of 31 December 2013 30.184.516 1.615.466 31.799.982
Balance as of 31 December 2012 30.840.062 979.397 31.819.459

The most significant investment in 2013 pertains to purchases of I'T equipment.

Depreciation on equipment is calculated accordidng to the straight-line method of depreciation.

10. NATURE, LEGALITY AND REGULARITY OF EXPENDITURES

Our tests and analyses of expenditures confirmed that expenditures incurred in the period from 1 January
2013 to 31 December 2013 represent expenditures that are related and necessary for the implementation of

the Foundation's programs.

11. RECONCILIATION OF EXPENDITURES WITH ORIGINAL DOCUMENTS

We have reconciled the expenditures disclosed in the financial report for the period 1 January 2013 to 31
December 2013 with original documents and determined that tested expenditures are supported by invoices,
contracts, receipts and other underlying evidence.

12. PHISICAL LOCATION OF ORIGINAL DOCUMENTS

All cost accounting records, third party documents and other original documents are located at the
Foundation offices in Devdelijska 19, Belgrade, Serbia.

13
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