














{n Georgian Lari

Ageets

Non-current assets
Property and equipment
Intangible assets

Curreni assefs

Inventories

Grants receivable
Advances paid

Tax asset

Cash.and. cash. equivalents

Total assets

Liabilities and funds
Funds
Net assets

Current liabilities
Deferred Grant Revenue
Trade and other payables
Advances received
Salaries payable

Taxes payable

Total current liabilities

TOTAL EQUITY AND LIABILITIES

The financial statements were approved on Aueust 30, 2017 by:

Grozge Kldiashvil
Executive Direct

The statement of fin:
Statements set out or

_tat ‘ment of finar 1al position

As of As of
As of December 31, January 1,
December 31, 2015 2015
Note 2018 frectated) (restated)
4 33,108 27,682 25,919
7,215 8,938 11,486
40,323 36,620 37,405
2,164 4,068 -
5 1,273,264 549,866 261,798
25,510 8,457 -
- - 8,083
6 522,179 320,303 371,034
1,823,117 882,694 640,915
1,863,440 919,314 678,320
131,586 98,957 98,388
131,586 99,957 98,388
7 1,702,250 817,102 578,193
3,398 6568 1,739
3,900 - -
20,716 - -
1,590 1,587 -
1,731,854 819,357 579,932
1,863,440 919,314 678,320

vanjia
anager

on with the notes to and forming pact of the financial
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Statement of changes 1n reserves

in Georgian lari

Balance at 31 December 2014

Changes in net assets 2015

Balance at 31 December 2015

Changes in net assets 2016

Balance at 31 December 2016

Accumulated result Total
e s

1,569 1,569

99,957 99,957

31,629 31,628

131,586 131,586

The statement of changes in reserves is to be read in conjunction with the notes to and forming part of the financial

statements set out on pages § to 27.
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The institute for Development of Freedor

Statement of cash flows

In Georgian Larj Year ended Year ended
December 31, December 31,
Note 2018 2015

Cash from operating activities

Grants received (net of returned amounts) 1,151,432 878,101
Donations received 10,500 2,440
Other cash Income 3,900 -
Salaries and honoraria paid (493,039) {463,574)
Income tax paid (115,386) (99,948)
Office rent (22,935} (29,511)
Rent of conference facilities (69,902) (55,740)
Business trips (74,591) (91,800)
Office running expenses (34,335) (33,475)
Translation expenses (11,513} (14,953)
Schofarship payment (6,400} (14,822)
Advertisement expenses (1,797) {18,264}
Bank charges (1,588) (1,451)
Printing expenses (10,592) (17,564}
Stationery (8,435) (10,825)
Web-site development for program beneficiaries (32.826) (3,245
Consuitant travel expenses (18,674) (14,833)
Profit tax paid - (2.827)
Property tax paid - (494)
Other cash payments (59,305) (38,452)
et cash from operating aciivities 206,574 {831.237)
Cash fiows from investing activities

Purchase of equipment (12,731) (21,453)
Net cash used in investing (12,731) (21,453}
Foreign exchange differences 8,083 1,959
NET INCREASE / (DECREASE) in CASH 201,876 (50,731)
Opening Balance 320,303 371,034
Closing Balance 522,179 320,303

The statement of cash flows is to be read in conjunction with the notes to and forming part of the financial statermnents set

out on pages 8 to 27.




I B B EEEEEEEEEEEREEREDR

¢ insthude fov Deveiopment
Financial stafem

1
e vher 31, 2018

# Freedom of Information [1DF]

Notes to the financial stat ments

1 Nature of operations and generali or i€

Institute for Development of Freedom of Information (IDFT) 1s a Georgian non-entrepreneurial,
noncommercial legal entity committed to enhancmg openness of the government and promotmg an
mformed civil society through ensuring access to public mformation. IDFI was founded m 2009 by
two academicians, Levan Avalishvili and Giorgs Klduashvil,

Grorgt Kldiashvili — Executive Director
Levan Avalishvili — Deputy Executive Director
Address of the assocration: N3, Griboedovi str. , Thilisy, 0108, Georgra.

Mission of IDFI 1s to promote openness and transparency of the government, establish an mformed
society and support development of democratic values through ensuning access to public information..

2 1sis of prepar: on

2.1 Stat« ent of compliance
The financial statements have been prepared m accordance with International Financial Reporting
Standards (“TFRS”) as 1ssued by the International Accounting Standards Board (“TASB”).

Currently, IFRS do not contain specific guidance for non-profit organizations and non-governmental
organizations concerning the accounting treatment and presentation of financial statements. Where
IFRS do not give guidance on how to treat transactions specific to the not for profit sector, accounting
policies have been based on the general principles of IFRS, as detailed m the International Accounting
Standards Boasd (“IASB”) Framework for Preparation and Presentation Financial Statements.

2.2 1sis of measurement
The financial statements have been prepared on the historical cost basis.

2 Functional and presentation currency

The national currency of Georga 15 the Georgian lany, which 1s the Organization’s functional currency,
since this currency best reflects the economic substance of the underlying events and transactions of
the Organization.

These financial statements are presented m Georgian lary, since management believes that this currency
1s more useful for the users of these financial statements. All financial mformation presented m
Georgian lan has been rounded to the nearest full amount.
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2, Use of estim: s and judg 34 '

The preparation of financial statements in conformity with IFRS requires management to make critical
accounting estimates and assumptions that affect the reported amounts of assets and habilities ar the
date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Although these estimates ate based on management’s best knowledge of the current
events and actions, actual results ultmately may differ from those estimates and the original estimates
and assumptions may be modified as appropriate i the year in which circumstances change.

2.5 Adoption of n¢ and revised:

In the current year the Organtzation has adopted all of the new and revised Standards and
Interpretations issued by the International Accounung Standards Board (the “TASB”) and International
Fmancial Reporting Interpretations Committee (the “IFRIC”) of the TASB that are relevant to its
activities and effective for annual reporting periods beginning on January 1, 2016.

New and revised standards and interpretations that are effective for annual periods beginning
on or after January 1, 2016

Amendments to IAS 16 Property, Plant and Eqripmeat and 1IAS 38 Intangible Assets: Clarification of
Acceptable Methods of Depreciation and Amortization

The amendments clarify the principle in IAS 16 and TAS 38 that revenue reflects 2 pattern of economic
benefits that are generated from operating a busmess (of which the asset is part) rather than the
economic benefits that are consumed through use of the asset. As a result, a revenue-based method
cannot be used to depreciate property, plant and equipment and may only be used m very limited
crrcumstances to amortize intangible assets.

Application of these amendments did not have an effect on the Organteation’s finzncial staternents, as
revenue-based method has not been used for depreciating property and equipment of the
Organization.

Standards, amendments and interpretations to existing standards that are not yet effective and
have not been adopted early by the Organization.

T¥RS 9 Financial Instruments (2014)

The 1ASB released IFRS 9 Finandal Instruments (2014), representing the completion of its project to
replace TAS 39 Financial Instruments: Recognivion and Measurement. The new standard wtroduces extensive
changes to IAS 39’s guidance on the classification and measurement of financial assets and mtroduces
a new “expected credit loss” model for the unpanment of financial assets. IFRS 9 also provides new
guidance on the application of hedge accounting.

The Organization’s management have yet to assess the impact of this new standard on the
Organization’s fimancial statements. The new standard is required to be applied for annual reporting
periods beginning on or after 1 January 2018.

TERS 15 Revewse from Coutracts with Custoners

IFRS 15 presents new requirements for the recognition of revenue, replacing 1AS 18 Revewwe, IAS 11
Construction Contracts, and several revenue-related Interpretations. The new standard establishes a
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control-based revenue recogntion model and provides additional guidance m many areas not covered
m detail under existing IFRSs, mcluding how to account for arrangements with multiple performance

obligations, variable pricing, customer refund rights, sunplier sepurchase options, and other common

cing, ©
complexities.

1FRS 15 15 effective for reporting periods beginning on or after 1 January 2018. The Orgamzation’s
management have not yet assessed the impact of IFRS 15 on these financial statements.

IFRS 16 Leases

TFRS 16 presents new requirements and amendments to the accounting of leases. IFRS 16 will require
lessees to account for leases “on-balance sheet” by recognizing a “right-of-use” asset and a lease

hability.
EFRS 16 also:
*  changes the definition of a lease;

sets requirements on how to account for the asset and habihty, mcludmg complexities such a
non-lease elements, variable lease payments and option periods;

7

provides exemptions for short-term leases and leases of low value assets;

largely retamns 1AS 1775 approach to lessor accounting;
mtroduces new disclosure requirements.

IFRS 16 1s effectrve for annual periods begmning on or after January 1, 2019. Early application 1s
permitted provided IFRS 15 Revenwe from Contracts with Customers 1s also apphied. The Organization’s
management have not yet assessed the impact of IFRS 16 on these financial statements.

2.6 'state  :nt and reclassifications of f ncial: emer

The financial statements including the comparative information for prior periods are presented as if
the correction had been made 1 the period in which such a necessity arose. Therefore, the amount of
the correction that relates to each period presented 1 mcluded m the financial statements of that
period. The amount of the correction in the comparative financal statements of prior periods is made
mn the earlkiest period presented (refer to note 14).

3 i€ nop icie
3.1 Foreign currencies
Foreign currency transactions

In preparing the financial statements, transactions mn currencies other than the functional currency are
recorded at the rates of exchange defined by the National Bank of Georgia prevailing on the dates of
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the transactions. At each reporting date, monetary items denominated in foreign currencies are
retranslated at the rates defined by the National Bank of Georga prevailing on the reporting date,
which 15 2.6468 Georgian laric for 1 US dollar, 2.7940 Georgian lanis for 1 Enro (December 31, 2015:

2.3949 for 1 US dollar, 2.6169 for 1 Euro). Non-monetary items that are measured mn foreign currency

w terms of historic cost (translated using the exchange rates at the transaction date) ate not
retranslated.

Exchange differences arising on the settlement and retranslation of monetary items, are mcluded m the
result for the pertod.

3.2 Property and equipment

Property and equipment are stated at cost less accurnulated depreciation and any accumulated
impairment losses. Cost comprises purchase price mcluding import duties and non-refundable
purchase taxes and other directly attributable costs. When an item of property and equipment
comprises major components having different useful lives, they are accounted for as separate items of
property and equipment.

The gam orloss anising on the disposal or retirement of an stem of property and equipment 1s
determined as the difference between the sales proceeds and the carrying amount of the asset and 12
recognized in the result for the period.

expenditure 10 replace 2 component of an 1tem of property and equipment that 1s accounied for
separately 15 capitalized with the carrying amount of the component being written off. Other
subsequent expenditure 1s capitalized if future economic benefits will arise from the expenditure. All
other expendsture, including repair and maintenance, 1s recognized i result for the period as incurred.

Expendsture related to the mprovement of leasehold properties are recognized as an item of propt‘rhf
and equipment and are presented separately. Lea%ehold mmprovement 1s depreciated over the useful

hife of the asset or over the term of the relevant agreement, whichever 1s shorter.
Depreciation 1s charged to annual result on a diminishing balance basis over the estimated useful lives

of the individual assets. Depreciation commences when assets are available for use. The annual
depreciation rates of all property and equipment 1s estimated as 5 years.

3.3 nancial instn  2nts

Recognition, injtial measurement and derecognition

Financial assets and financial habilities are recognized when the Organization becomes a part to the
contractual provisions of the financial mstrument.

Financial assets are derecognized when the countractual rights to. the cash flows from the financial asset
expire, or when the financial asset and all substantial risks and rewards are transferred.

Fmancial liabilities are derecognized when they are extinguished, discharged, cancelled ot expire.

Financial assets and financial Labilities are measured nitially at fair value plus transaction costs.
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Classification and subsequent measurement of financial assets

For the purpose of subsequent measurement financial assets other than hedging mstruments are
divided mto the following categories upon nitial recognition:

*  loans and recervables
*  tmancial assets at fair value through profit or loss
*  available-for-sale financial assets

*  held-to-maturity mvestments.

Financial assets are assigned to different categories on mitial recogaition, depending on the
characteristics of the mstrument and its purpose. A financial instrument’s category 1s relevant for the
way 1t is measured and whether any resulting income and expenses are recognized in the result or
directly in other comprehensive income. Refer to note 13.2 for a summary of the Organization’s
fimancial assets by category.

Generally, the Organization recognizes all financial assets using settlement date accounting. An
assessment of whether a financial asset is impaired is made at least at each reporting date. All mcome
and expenses relating to financial assets that are recognized m the result are presenied withm fmance

presented within other expenses.

I Loans and receivables

Loans and receivables are non-denvative financial assets with fixed or detersinable payments that are
not quoted m an active market and iclude trade and other recervables as well as cash and bank
balances.

Trade and other receivables

Current accounts recetvable are mitially recognized at fair value. Subsequently they are measured at
amortized cost less provision for mmparment. A provision for impasrment of trade receivables 1s
established when there 1s objective evidence that the Organization will not be able to collect all
amounts due according to the original terms of the recetvables. Sigruficant financial difficulties of the
debtor and default and delinquency m payments are considered indicators that the trade receivable 1s
mnpawed. The amount of the provision is the difference between the asset’s carrymg amount and the
present vafue of the esumated future cash flows, discounted at the original effective mterest rate.

The balance of the allowance is adjusted by recording a charge or income to the result of the reporting
peniod. Any amount written-off with respect to customer account balances 1s charged aganst the
exvistmg allowance for doubtful accounts. All accounts receivable for which collection s not considered
probable are written-off.

Cash and bank balances

The Organization’s cash and bank balances comprise cash in hand and bank accounts.
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of the grant commitments, over the periods necessary to match them with the cost for which they are
wtended to compensate, on a systematic basis.

3.6 icome 4

Current tax 15 the expected tax payable on the taxable income for the year, using tax rates enacted or

substantially enacted at the reporting date, and any adjustment to tax payable m respect of previous
years.

Assets and services received by the Otganization as a grant, as well as expenses related to them are not
taxable ttems for mcome tax purposes.

3.7 income recognition

The mcome of the Organization arises from the use of grants recerved and other sources.

Income from grants

Policy for recognition of income from grants is disclosed 1n note 3.5.

Income from rendering of services

Revenue from rendered services is earned from research and traming contracts performed by the
Organtzation. Revenue ts measured as the fair value of the consideration recerved or recervable and 1s
recognized when:
® the amount of revenue mav be rehably measured;
e it1s probable that the economic benefits associated with the transaction will flow to the
Organization;

e the stage of completion of the transaction at the reporting date may be rekably measured; and

El the costs mcurred for the transaction and the costs to complete the transaction may be f@hﬂbk"
L } J
measured.

Interest income

Interest revenue 1s accrued on a timely basis, by reference to the principal outstanding and a the
effective mterest rate applicable, which 1s the rate that exactly discounts estimated future cash receipts
through the expected life of the financial asset to that asset’s net carrying amount.
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5 Grat receivable
Start Finish 31-Dec 31-Dec
Donor Date date Project 2016 2015

Ministry of Foreign Affairs of the 12/Dec/2016 30/Apr/2018  New E-Governanse Initiatives to meet OGP Commitments in Georgia 192,383 -

Republic of Estonia

United Nations Development 1/8ep/2016 31/Aug/2018  Strengthening the System of Parliamentary Democracy in Georgia 540,874 -

Programme (UNDP)

Open Society Georgia Foundation 27/Juli2016 30/8ep/2017  For Open and Accountable Local Government - National Assessment of 42,746 -
Transparency and Public Participation of Georgian Municipalities

United Nations Development Program 1/Dec/2016 1/Dec/2017  Supporting the Implementation of Sustainable Development Goals in Georgia 213,597 -

(UNDP) — Governance Reform Fund

(GRF) through SIDA ~ Swedish

International Development Agency

Open Society Institute Budapest 10/Jun/2016 12/Juli2017  Transparent Public Procurement Rating— Assessing Public Procurement - -

Foundation Legislation and the Enforcemernt Proce:ss in the Eurasian Region

Tetra Tech ARD 9/Mar/2016 28/Apr/i2017  Developing a Transparency and Integrity Framewaorl¢ for the: Ministry of Regional 42,047 -
Development and Infrastructure of Georgia

East-West Management Institute 1/Jul/2016 31/Mar/2017  Increasing Access to Judicial Descisions in Georgia 22,132 -

(EWML)

Deloitte Consuiting LLP on behalf of the 1/Sep/2015 1/Sep/2018  Public-Private Dialogues (PPD) Quality Tracking in Georgia 156,691 210,991

United State agency for International

Development ("USAID")

Open Society Institute Budapest 1/Sep/2015 31/Aug/2017  Organizational Development Grant-IDf} 62,795 193,149

Foundation (OSI)

United Nations Development Programm 9/Dec/2014 16/May/2016  Supporting Parliament of Georgia Involvement in open Government Partnership - 12,778

{(UNDP) Initiative

Federal Foreign Office of Germany 10/0ct/2014 20/0ct/2016  Strategic Plant Georgia 2020-Strengthining Public Involverment (ZigB) - 58,859

Open Society Georgia Foundation 16/0ct/2015 16/Sep/2016  Improvement of Electronic Transparency in the Municipalities of kakheti and - 53,825
Promotion of Public Engagement in the Work of Local Self-3overnments

Tetra Tech ARD, implementer of the 17/Aug/2015 18/Jan/2016  Open Date: Source for Changes and Innovations - 11.317

USAID Goad Governance Initiative in

Georgia Project.

Open Society Georgia Foundation 17/Apr/2013 19/Mar/2016  Supporting and Monitoring of the Transition to Digital Terrestrial Broadcasting in - 5,388
Georgia

Stichting free press untimited 1/4ul/2013 30/Nov/2015  Promoting Internet freedom in South Caucasus - 3,559

Total grant other receivable 549,866

1,273,264
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6 Cash and cash e iivalents
In Georgian Lari 31-Dec 31-Dec
2016 2015
Cash on bank in Georgian Lari 257,532 213,260
Cash on bank in foreign currency 264,847 107,043

Total cash and cash equivalents 522179 320,303
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9 ther oper: ng expenses

in-Georgian Lari

Representative expenses
Business trip
Consuiting and other professional fees
Office expenses
Rent expenses
Scholarship expenses
Transportation and posting expenses
Conference expenses
Advertising expenses
Commiunication and utility expenses
" Web page development and maintenance expenses
Fuel expenses
Award expenses
Other expenses

Total other operating expenses

10 inancial int uments

* 1 gnific I ! cies

Year Year
2018 2015
34,180 96,648
50,361 60,102
56,238 55,902
31,898 35,084
28,833 28,057
13,500 18,527
4,335 16,880
83,850 14,878
8,255 14,546
13,134 105,335
44,550 -
575 8,319
2,849 6,825
18,234 4424
396,892 370,510

Details of the significant accounting policies and methods adopted, including the criteria for recognition

and the basis on which income and expenses are recognized, m respect of each class of fiancial asset,

tinancial liability and equity instrument are disclosed m the note 3.3.

2 ate s« F mcial instrt

The carrying amounts presented m the statement of financial position relate to the following categories of

assets and habilitses:

Financial assets

in Georgian lari

Grants receivable

Cash and bank balances

Financial liabilities

In Georgian lari

Financial iiabifities measured at amortized cost:

Trade and other payables

As of Ascf
December 31, December 31,
2016 2015
{restated)

1,273,264 549,866
522,179 320,303
1.795,443 870.169

As of As of
December 31, December 31,
2016 2015
(restated)

3,398 668

3,388 668




Freedom of Infeimeation {IDF};

11 nanci  rit anage 'nt

The Organization 1s exposed to vatious risks in relation to financial instruments. The main types of risks
are market sk and credit risk.

The Organization does not engage in the trading of financial assets for speculative purposes nor does it
write options. Most significant risks to which the Organization 1s exposed are described below.

nancial ritr factors

a) Market risk

The Orgamzation 1s exposed to market risk through its use of finaucial mstruments and specifically to
currency risk.

Foreign currency risk
The Orgamzation undertakes certam transactions denommnated w forewgn currencies. Henee, exposures to
exchange rate fluctuations arise.

Exposures to exchange rate fluctuations arise from the Organization’s cash and grants recewvable which are

denomumnaied m US dollars and Euros.

Foreign currency denominated financial assets and labilities which expose the Organzation to currency risk

are disclosed below. The amount shown are those report to key management translated in to Georgian laris
at the closing rate:

tem
As of December 31, 2016 US doiiar £uro
Financial assets
Grants receivable 1,074,527 B
467 2,181
Cash and bank balances 262,467 '
1,336,994 2,181
Financial liabilities
Trade and other payables - _
” 1,336,994 2,181
Net position
ftem
As of December 31, 2015 US dollar Euro
Financial assets
. 476,133 61,340
Grants receivable
62,682 43,422
Cash and bank balances
538,815 104,762
Financial liabilities
Trade and other payables ) )
Net position 538,815 104,762
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The following table details the Organization’s sensitivity to a 30% (2015: 30%) increase and decrease in

ray

Georgian lan agrinst US dollar and Euro. The 309% (2015: 20%) represents management’s 2ssessment o
the possible change in foreign exchange rates. The sensitivity analysis includes only outstanding foreign
currency denomumated monetary items and adjusts therr translation at the period end for a 30%6 (2015: 302%)
change in foreign currency rates.

Impact of possible change n exchange rates on net profit as at 31 December 2016 and 2013:

USD impact 2016 EURQ impact 2016
GEL/USD GELUSD GEL/EURO GEUEURO
30% -30% 30% 30%
Profit/ (loss) 401,098 (401,098) 654 (654)
USD impact 2015 EURO impact 2015
GEL/USD GEL/USD GEUEURO GEL/EURO
30% -30% 30% 30%
Profit/ (loss) 161,845 {161,845) 31,429 (31,429)

Exposures to foreign exchange rates vary during the year depending on the volume of donations in foreign
currency. Nonetheless, the analysis above is considered to be representative of the Organization’s exposure

to currency risk.

D) Credit risk

Credit risk refers to the risk that counterparty will default on. its contractual obligations resulting in financial
loss to the Organization. The effect of this risk for the Organization arises from different financial
nstruments, such as accounts receivable, especially the amounts expected from donors. Management
believes that the credit risk on these amounts is low, since the practice with those donors shows that
donors abways transfer the agreed amounts. The maximum exposure to credit risk is represented by the

carrying amounts of the following financial instruments:

In Georgian lari As of December As of December
31, 2018 31, 2015

Financial assets at carrying amounts
Grants receivabie 4,273,264 549 866
Cash.and bank balances. 522,179 320,303
1,795,443 870,169

At the reporting date there was no significant concentration of credit risk in respect of grants receivable.

The credit nisk for cash and cash equivalents is considered neghgble, smce the Organization hold its
accounts at reputable banks with a Long-Term Issuer Default rating of “BB-/Stable” awarded by Fitch
Ratugs.
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12 Contingencies

1 d eny it
Georgia continues to undergo economic reforms. As an emerging market, business and regulatory
environment 1s 1 development and operations 1n Georgia may mvolve tisks that are not typically
observable i more mature free market economies. Possible slowdown m the world economy may also
affect the economic situation of countries collaborating with Georgia, having possible effects on the
Ozganization, such as difficulties in obtaining funds, difficulties 1n selling services, etc. In times of more
severe market stress the sttuation of Georgian economy and of the Organization may be exposed to
deterioration. However, as the number of varables and assumptions involved m these uncertamties is big,
management cannot make reliable estimate of the amounts by which the carrying amounts of assets and
habilities of the Organization may be affected. Therefore, the financial statements of the Organization do
not include the effects of adjustments, if any, which might have been considered necessary, had the effects
of the factors described above become observable and reliably measurable i Georgia.

Management of the Orgamizatnon believes that m the current conditions appropriate measures are
implemented m order to ensure economic stability of the Organization.

2.2 Xes
The taxation system i Georgia is relatively new and is characterized by frequently changing legislation,
which 1s often subject to interpretation. Often differtng tnterpretations exist among vanous taxation
authorities and jurisdictions. Taxes are subject to review and investigations by tax authorities, which are
enabled by law to impose severe fines and penalties.

Management believes that 1t has adequately provided for tax habilities based on its interpretation of tax
legislation. However, the relevant authorities may have differing interpretations and the effects could be

significant.

13 elated arty transactions

The Organization’s related parties mclude its Board Members and key management.

13. i osac o i '
Reported salary expenses for the year 2016 of GEL 563,961 mclude salaries and other benefits of Key
Management personnel in the amount of GEL 170,227 ( year 2015: GEL 182,6206).
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The Organization has also changed presentation of cash flow statement from “indirect” to “direct” method
as the management believes such presentation is more informative and not less reliable than previousely

used arecentation.
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