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 Independent Auditors’ Report 
 
 
Board of Directors 
Trust for Civil Society in Central and Eastern Europe 
 
 
We have audited the accompanying statement of financial position of Trust for Civil Society in 
Central and Eastern Europe (the “Trust”) as of December 31, 2010, and the related statements of 
activities, functional expenses and cash flows for the year then ended. These financial statements 
are the responsibility of the Trust’s management.  Our responsibility is to express an opinion on 
these financial statements based on our audit. The prior year summarized comparative information 
has been derived from the Trust’s 2009 financial statements and in our report dated April 26, 2010, 
we expressed an unqualified opinion on those financial statements. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America.  Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement.  An audit 
includes consideration of internal control over financial reporting as a basis for designing audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the Trust’s internal control over financial reporting. Accordingly, 
we express no such opinion. An audit also includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements, assessing the accounting 
principles used and significant estimates made by the Trust, as well as evaluating the overall 
financial statement presentation.  We believe that our audit provides a reasonable basis for our 
opinion. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Trust as of December 31, 2010, and the changes in its net assets and its 
cash flows for the year then ended, in conformity with accounting principles generally accepted in 
the United States of America. 
 

   
 
New York, New York 
March 30, 2011 



2010 2009

ASSETS
Cash and cash equivalents 2,580,619$        214,070$           
Receivables and other assets 25,377 23,873
Investments 13,967,104 23,304,981
Property and equipment, net 28,857 33,187
Security deposit 4,217                 3,063                 

16,606,174$      23,579,174$      

LIABILITIES AND NET ASSETS
Liabilities

Account payable and accrued expenses 4,797$               43,112$             
Grants payable, net 3,167,151          4,529,624          

Total Liabilities 3,171,948          4,572,736          
Net Assets

Unrestricted -                        -                        
Temporarily restricted 13,434,226        19,006,438        

Total Net Assets 13,434,226        19,006,438        

16,606,174$      23,579,174$      

Trust for Civil Society in Central and Eastern Europe

Statement of Financial Position

December 31, 2010
(with comparative amounts at December 31, 2009)

See notes to financial statements
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Temporarily 2010 2009
Unrestricted Restricted Total Total

REVENUE AND SUPPORT
Contributions -$                     530,000$         530,000$         502,789$         
Investment income, net 4,121 -                       4,121 153,165
Realized gain on sale of investments 107,612 -                       107,612 1,102,324
Unrealized gain on investments 559,781 -                       559,781 819,398           
Other income 2,066 -                       2,066 2,064
Net assets released from restrictions 6,102,212        (6,102,212)       -                       -                       

Total Revenue and Support 6,775,792        (5,572,212)       1,203,580        2,579,740        

EXPENSES
Program services 6,567,337        -                       6,567,337        8,641,292
General and administrative 154,457           -                       154,457           180,062
Fundraising 23,569             -                       23,569             25,523             

Total Expenses 6,745,363        -                       6,745,363        8,846,877        

Deficiency of Revenue and Support
Over Expenses 30,429             (5,572,212)       (5,541,783)       (6,267,137)       

Foreign currency translation loss (30,429)            -                       (30,429)            (23,389)            

Change in Net Assets -                      (5,572,212)     (5,572,212)     (6,290,526)      

NET ASSETS 
Beginning of year -                       19,006,438      19,006,438      25,296,964      

End of year -$                     13,434,226$    13,434,226$    19,006,438$    

Trust for Civil Society in Central and Eastern Europe

Statement of Activities

Year Ended December 31, 2010
(with summarized totals for the year ended December 31, 2009)

See notes to financial statements
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Program General and 2010 2009
Services Administrative Fundraising Total Total

Grants 5,721,768$      -$                     -$                     5,721,768$       6,805,664$       
Cross border initiative 203,740           -                       -                       203,740            684,255            
Fellowship grants 84,870             -                       -                       84,870              39,377              
Community foundation -                       -                       -                       -                        20,800              
Program implementation 31,212             -                       -                       31,212              47,664              
Payroll and related 281,629           77,812             23,569             383,010            450,903            
Occupancy 30,577             13,104             -                       43,681              45,781              
Professional fees 73,673             18,418             -                       92,091              138,135            
Travel 39,543             4,394               -                       43,937              52,092              
Meetings and other functions 6,972               -                       -                       6,972                17,428              
Office expenses 7,665               3,285               -                       10,950              14,696              
Telephone 9,722               4,167               -                       13,889              17,621              
Insurance -                       7,762               -                       7,762                5,963                
Repairs and maintenance -                       15,485             -                       15,485              15,818              
Depreciation 9,591               -                       -                       9,591                12,599              
Bank charges -                       8,477               -                       8,477                11,502              
Postage 665                  1,553               -                       2,218                2,227                
Dues and subscriptions 9,612               -                       -                       9,612                16,481              
Civil Society Forum -                       -                       -                       -                        396,191            
Evaluation 56,098             -                       -                       56,098              51,680              

Total Expenses 6,567,337$      154,457$         23,569$           6,745,363$       8,846,877$       

Trust for Civil Society in Central and Eastern Europe

Statement of Functional Expenses

Year Ended December 31, 2010
(with summarized totals for the year ended December 31, 2009)

See notes to financial statements
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2010 2009
CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets (5,572,212)$      (6,290,526)$      
Adjustments to reconcile change in net assets to net

cash from operating activities
Depreciation 9,591                      12,599               
Realized gain on sale of investments (107,612)           (1,102,324)        
Unrealized gain on investments (559,781)                (819,398)           
Changes in operating assets and liabilities

Pledges receivable -                             27,211               
Receivables and other assets (1,504)                    (11,925)             
Accounts payable and accrued expenses (38,315)                  (9,922)               
Grants payable (1,362,473)        (856,247)           

Net Cash from Operating Activities (7,632,306)        (9,050,532)        

                             
CASH FLOWS FROM INVESTING ACTIVITIES                              
Purchases of investments (2,782)                    (149,873)           
Proceeds from sale of investments 10,008,052        8,217,749          
Purchase of property and equipment (5,261)                    (2,989)               
Security deposit payment (1,154)                    -                        

Net Cash from Investing Activities 9,998,855          8,064,887          
                                                         

Net Change in Cash and Cash Equivalents 2,366,549          (985,645)           

CASH AND CASH EQUIVALENTS
Beginning of year 214,070             1,199,715          

                                                      
End of Year 2,580,619$        214,070$           

Trust for Civil Society in Central and Eastern Europe

Statement of Cash Flows

Year Ended December 31, 2010
(with comparative amounts for the year ended December 31, 2009)

See notes to financial statements
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Trust for Civil Society in Central and Eastern Europe 
 

Notes to Financial Statements 
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1. Organization and Tax Status 
 

Trust for Civil Society in Central and Eastern Europe (the “Trust”) is operated exclusively 
for charitable and educational purposes by supporting activities for the benefit of, to perform 
the functions of, and to carry out the purposes of The German Marshall Fund of the United 
States. It helps Americans and Europeans learn from each other and from other industrial 
societies how to best serve their economic, social, cultural, and political development. It 
operates a grant-making program in Central and Eastern Europe for the purposes of 
economic development, fostering democracy, the environment, immigration and integration. 
 
The Trust is involved in a major initiative to create sustainability for civil society and 
nongovernmental organizations in Bulgaria, the Czech Republic, Hungary, Poland, Romania, 
Slovakia and Slovenia. The Trust provides a coordinated structure through which 
philanthropic institutions and individuals may combine their resources and efforts to provide 
an effective and efficient response to support the long-term sustainable development of civil 
society and nongovernmental organizations in Central and Eastern Europe. 
 
The Trust assists local people and institutions in individual countries to take strategic steps 
with long-term benefits toward three primary objectives: (1) creating a supportive 
environment for civil society which includes the legal, fiscal, and political environments that 
nurture the development of strong civic life; (2) strengthening the nonprofit sector, which 
includes capacity building, especially intra sector and cross sectoral cooperation and 
partnership; and (3) enhancing the financial sustainability of nonprofit organizations, which 
consists of encouraging indigenous philanthropy as well as public and other sources of 
support for nonprofits, operational and strategic development support for nonprofit 
organizations, and contributions to the endowment of proven "mature" nonprofit 
organizations. 
 
The Trust is exempt from income taxes under Section 501(c)(3) of the Internal Revenue 
Code and has been designated as an organization that is not a private foundation. 

 
2. Summary of Significant Accounting Policies 

 
Use of Estimates  
 
The preparation of financial statements in accordance with accounting principles generally 
accepted in the United States of America requires management of the Trust to make certain 
estimates and assumptions relating to the reporting of assets and liabilities and the 
disclosures of contingencies at the date of the financial statements and the reported amount of 
revenue and expenses recognized during the reporting period.  Actual results could differ 
from those estimates. 



Trust for Civil Society in Central and Eastern Europe 
 

Notes to Financial Statements 
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2.  Summary of Significant Accounting Policies (continued)  

 
Basis of Presentation  
 
Net assets and revenues, gains and losses are classified based on the existence or absence of 
donor-imposed restrictions. Accordingly, net assets of the Trust and changes therein are 
classified and reported as unrestricted, temporarily restricted and permanently restricted.  
 
Cash and Cash Equivalents 
 
For purposes of the statement of cash flows, the Trust considers all unrestricted highly liquid 
investments with an initial maturity of three months or less at the time of purchase to be cash 
equivalents.  Cash held in investment accounts or for long term use is not considered a cash 
equivalent. 
 
Unconditional Promises to Give  
 
Contributions are recognized when the donor makes a promise to give to the Trust that is, in 
substance, unconditional. All donor-restricted contributions are reported as increases in 
temporarily or permanently restricted net assets depending on the nature of the restrictions. 
When a restriction expires, temporarily restricted net assets are reclassified to unrestricted net 
assets. 
 
Allowance for Doubtful Accounts 
 
An allowance for doubtful accounts is established for amounts where there exists doubt as to 
whether an amount will be fully collected.  The determination of this allowance is an 
estimate based on the Trust’s historical experience, review of account balances and 
expectations relative to collections. 
 

 Fair Value of Financial Instruments 
 

The Trust follows Financial Accounting Standards Board (FASB) guidance on Fair Value 
Measurements which defines fair value and establishes a fair value hierarchy organized into 
three levels based upon the input assumptions used in pricing assets. Level 1 inputs have the 
highest reliability and are related to assets with unadjusted quoted prices in active markets.  
Level 2 inputs relate to assets with other than quoted prices in active markets which may 
include quoted prices for similar assets or liabilities or other inputs which can be 
corroborated by observable market data. Level 3 inputs are unobservable inputs and are used 
to the extent that observable inputs do not exist.   

 
 



Trust for Civil Society in Central and Eastern Europe 
 

Notes to Financial Statements 
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2.  Summary of Significant Accounting Policies (continued) 

 
 Investment Income Recognition 
 

Purchases and sales of securities are recorded on a trade-date basis. Interest income is 
recorded on the accrual basis and dividends are recorded on the ex-dividend date. Realized 
and unrealized gains and losses are included in the determination of the change in net assets. 

 
 Property and Equipment 

 
Property and equipment are recorded at cost and are depreciated using the straight-line 
method over the estimated useful life of the related asset, generally three to seven years.  The 
Trust capitalizes amounts over 3,500 PLN (translated into USD by using the exchange rate 
published by the National Bank of Poland on the day preceding invoice date) with a life 
greater than a year. 
 
Grants Payable  
 
Grants payable are accrued at the time authorized. Grants payable later than one year from 
the end of a calendar year are discounted to net present value using a risk-adjusted rate.  
 
Foreign Currency Translation 
 
Substantially all assets and liabilities of the Trust’s European operations are translated at year-
end exchange rates; revenue, support and expenses are translated at average exchange rates 
during the year. Gains and losses from foreign currency translation for the period are included 
in the statement of activities. 
 
Functional Allocation of Expenses 
 
The cost of providing program and other activities has been summarized on a functional basis 
in the statement of activities. Accordingly, certain costs have been allocated between 
programs and other activities. 
 
Prior Year Summarized Comparative Information 

 
The financial statements include certain prior year summarized comparative information in 
total but not by net asset class. Such information does not include sufficient detail to 
constitute a presentation in conformity with accounting principles generally accepted in the 
United States of America. Accordingly, such information should be read in conjunction with 
the Trust’s financial statements as of and for the year ended December 31, 2009, from which 
the summarized comparative information was derived. 
 



Trust for Civil Society in Central and Eastern Europe 
 

Notes to Financial Statements 
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2.  Summary of Significant Accounting Policies (continued) 

 
Accounting for Uncertainty in Income Taxes 

 
The Trust’s accounting policy is to provide liabilities for uncertain tax positions when a 
liability is probable and estimable.  Management of the Trust is not aware of any violation of 
its tax status as an organization exempt from income taxes, nor of any exposure to unrelated 
business income tax. 
 
Management has determined that the Trust has no uncertain tax positions that would require 
financial statement recognition.  The Trust is no longer subject to audits by the applicable 
taxing jurisdictions for periods prior to 2007. 
 
Subsequent Events Evaluation by Management 
 
Management has evaluated subsequent events for disclosure and/or recognition in the 
financial statements through the date that the financial statements were available to be issued, 
which date is March 30, 2011. 

 
3. Concentration of Credit Risk 
 

The Trust’s financial instruments that are potentially exposed to concentration of credit risk 
consist of cash, cash equivalents and investments.  The Trust places its cash and cash 
equivalents with quality financial institutions in the United States and Europe.  At times, cash 
balances may be in excess of Federal Deposit Insurance Corporation (FDIC) insurance limit.  
The Trust routinely assesses the financial strength of its cash, cash equivalents and 
investment portfolio.  As a consequence, concentrations of credit risk are limited. 

 
4. Investments and Investment Income 
 

The following are major categories of investments at December 31 grouped by the fair value 
hierarchy for those investments measured at fair value on a recurring basis: 
 

Description Level 1 Level 2 Total
Money market funds 4,506,989$     -$                    4,506,989$     
International government bonds -                      9,460,115       9,460,115       

4,506,989$     9,460,115$     13,967,104$   

2010

 
 
 
 
 
 
 



Trust for Civil Society in Central and Eastern Europe 
 

Notes to Financial Statements 
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4. Investments and Investment Income (continued) 

 

Description Level 1 Level 2 Total

Money market funds 4,504,207$     -$                    4,504,207$     
Equity securities 5,985,998       -                      5,985,998       
International government bonds -                      12,814,776     12,814,776     

10,490,205$   12,814,776$   23,304,981$   

2009

 
 

 Investment income consists of the following for the year ended December 31: 
 

 

2010 2009
Interest and dividends 13,455$          164,564$        
Investment fees (9,334)             (11,399)           

4,121$            153,165$         
 

5. Property and Equipment 
 

Property and equipment consist of the following at December 31: 
 

2010 2009

Office equipment 73,940$         68,679$         
Furniture and fixtures 19,805           19,805           
Leasehold improvements 17,106           17,106           

110,851         105,590         
Accumulated depreciation (81,994)          (72,403)          

28,857$         33,187$          
 



Trust for Civil Society in Central and Eastern Europe 
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6. Grants Payable  

 
As of December 31, 2010, Directors of the Trust approved grants for future payment as 
follows: 
 
Year
2011 3,039,169$  
2012 141,100       
     Total grants 3,180,269    
     Discount to present value

using a rate of 5% (13,118)        

3,167,151$   
 
7. Lease Commitments 
 

The Trust occupies office space in Warsaw, Poland under an annual lease. Additional office 
space in Sofia, Bulgaria was leased for a term of five years beginning in April 2006. The 
monthly rent for this space is approximately $1,700. These costs are paid in foreign 
currencies, therefore the amounts may fluctuate. Rent expense was $38,521 and $41,305 in 
2010 and 2009. Minimum future lease payments for 2011 computed using the exchange rate 
in effect at December 31, 2010 are $5,168. 
 

8.  Temporarily Restricted Net Assets 
 

Temporarily restricted net assets are restricted for future periods. Temporarily restricted net 
assets that met the timing restrictions in 2010 have been released from restrictions. 


