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ED REPORT 
34GB  Meeting 2012 

   
  As we move into the middle of 2012, we are already beginning to see the 
outline of a transformed STCU. We are making good progress in this regard, but there 
are many hard decisions yet to make, and I will use this Meeting to put some of these 
new issues in front of you.  We need to move through regular or reoccurring business, 
2011 financial statements, presentation of Annual Report, and status of our new 
quarters. We should however focus on the ongoing transformation issues: a new project 
application and review process, expanding our work portfolio, and continuing our 
coordination with an evolving ISTC. Beyond these, I would like to put on the table to 
launch discussion on redefining our client base, and to be very provocative, I would like 
to hear your views on possibly amending the STCU Agreement to include some of the 
“modernizations” that you are contemplating for the ISTC.  Can we in fact avoid 
addressing this if we want to maintain balance between the two Centers and move into 
new areas of activity and new geographic locations?  I also want to highlight the 
pending 2013 budget situation and well as our staffing status. 
 
STCU TRANSFORMATION 
  Project Proposal System- We are moving forward to define the details of a 
new project solicitation process.  We are developing a system that marries the best 
parts of our TI and Partner project systems and that yields a decision in no more then a 
nine month time frame, and that also has a flexible launch date as we have with our 
partner projects. We have included the material we prepared to date on this issue in 
consultation with most of you. It includes a new structure for all regular and TI projects 
with a corresponding time line for 2013. While you go through this remember that 
whatever we decide for the transformed system, we do need to have in place an actual 
methodology for the 2013 cycle. I would like you to pay close attention to the early stage 
of this new methodology; it is launched through a coordinating and priority setting 
exercise undertaken by you the Parties, which in my mind would happen at each 
December GB for the following year cycle. We should also factor into this process a 
broader discussion as well between donors and recipients at the beginning stage 
particularly as we are becoming more partners in co-funded activities.   
   
  STCU-ISTC Coordination- Both Centers continue to work closely on our 
joint work plan. We are meeting the agreed schedule and have a few issues to put in 
front of the Board for Decision. We should have a discussion, now that we have some 
experience, on what you would like to see us focus on for the rest of the year.  I 
continue to believe that the work plan is still valid but want your affirmation that we 
should continue as we are. 
 
  Expansion of Activities- As agreed to by the AC we have bid as part of 
several consortia on EU Centers of Excellence projects.  As I write this we have not 
received any responses as yet, but we may by the time of the GB at which point we will 
need to discuss next steps as we move hopefully to implementation of our role in one or 
more success bids.   



  Next tier issues-  We have quite a bit to do through the end of the year 
with the transformation agenda we have on going, but I do want to take a moment to 
raise and hopefully have you discuss what I consider the next package of issues we will 
need to address.  I believe we need sooner rather then later to confront the issue of 
defining what our scientist client base is.  This is an issue that has been in the room for 
some time and it needs to be tackled.  Similarly, we have to come to grips with the 
question of geographic expansion. In my view, we cannot become the type of 
organization you have been talking about if we remain constrained in terms of 
geography. In fact I question our long term survival if we continue to be constrained 
within our traditional geographic base. 
 Addressing the above, puts on the table an issue I raise with hesitation, but feel 
compelled to do so in any case.  That is can we in fact carry through with a serious 
transformation of the STCU without addressing the prospect of making changes in the 
Agreement.  Leaving things how they are and continuing as best we can within existing 
constraints is an obvious option but it has consequences in terms of carrying out a real 
transformation process. In addition I find a logical inconsistency in modernizing and 
updating (for whatever reason) the ISTC Agreement while leaving the STCU one 
unchanged.   
 
FUNDING/BUDGETS/STAFFING 
 
 Looking toward 2013, the best assumption we can make at this time with 
available information is that funding levels will remain essentially constant at around 
2012 levels. I remain concerned somewhat about the evolving structure of out year 
funding as it relates to our current staffing skill sets and composition, particularly our 
ability to manage bigger infrastructure projects. Staffing and overseeing new business 
as a sub-contractor within a mixed consortium also needs to be considered. But for now 
at a macro level, at least, I am predicting a straight line in terms of funding into 2013.  
 Consequently, at this stage we are also looking toward preparing for December a 
2013 AOB budget similar to that of 2012 (1.4-1.5 million).  I appreciate that some of you 
might want to see further declines in the AOB number, but without further clarity from 
Parties I do not see where we will shave substantial AOB for next year. The expected 
funding level and prospective AOB for 2013 will continue to conform to the stated 10 
percent rule.  If you want to break this linkage, that is your prerogative of course, but 
you need to tell us so we can plan accordingly. I will, however, be asking for a new line 
item “transformation expenses” of 30,000USD for next year to offset growing costs 
related to our coordination efforts with the ISTC and other prospective expenses. 
 All of this of course flows into the question of staffing which amounts to 50 
percent of annual AOB. After the most recent cuts our local grant payment staff has 
declined to a total of 43, (38 in Kiev).  If I step back and look at this objectively and from 
a strictly managerial viewpoint I would agree that there is room for further cuts, but our 
current thickness in staffing reflects our organization chart which has yielded substantial 
different work tempos between our sections I will, however, continue our no outside 
replacement policy of filling any voluntary staff departures from existing staff. Further if 
you agree we can develop several new organization charts showing different 
configurations and staffing levels for you to consider at the next AC meeting as a means 



to test your comfort level for different scenarios. You should understand of course that 
such scenarios will require us to redefine how we do certain tasks and may have to 
exclude some completely.   In the absence of further guidance from you, however, I will 
be suggesting we keep staffing constant through 2013 until we develop a clearer picture 
of the level and structure of out year funding.  
 
OTHER ISSUES  
 
 Fukushima Call For Proposals-   We will brief you on this important initiative to 
support Japanese remediation efforts, and is proving to be a good test process for 
deeper STCU-ISTC cooperation. We need your decision to move forward to the 
implementation stage as we begin to evaluate and access potential projects. 
 
 New Building- You should be aware that last year, the Ukrainian Council of 
Ministers issued a new decree approving our staying in our current location until end of 
2014.  The good news is that we are secure until then.  The bad news is that there is no 
mention of this being a temporary location nor has there been any progress on actual 
construction of a new facility for us. 
 
  
 
  
 
 
  
 
 
 
 
 
 
 
 
 
    

   
 

 
 
 
 
Ambassador 
M.Michael Einik 
Executive Director 
124/05/2012 
   



 
  
   
 
 



 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

SCIENCE AND TECHNOLOGY 

CENTER IN UKRAINE 
 

 

 

Financial Statements for the  

Year Ended 31 December 2011 

 

 

 

 

  
 

 

 

 

 

 

 

 

 
Lubbock Fine 

Chartered Accountants 

Registered Auditors 



 

 
 

 

 

 

 

 

 

SCIENCE AND TECHNOLOGY CENTER IN UKRAINE 

 

TABLE OF CONTENTS 
 

    

    

  Page  

    

 Auditors’ Report 1 to 2  

    

 Accounting Policies 3 to 9  

    

 Statement of Revenues and Expenditure 10  

    

 Balance Sheet 11  

    

 Statement of Cash Flows 12  

    

 Notes to the Financial Statements 13 to 26  

    

    

    

    

 



 

Page 1 
 

 

 

 

SCIENCE AND TECHNOLOGY CENTER IN UKRAINE 
 

INDEPENDENT AUDITORS’ REPORT TO 

THE BOARD OF GOVERNORS 
 

    

We have audited the financial statements, set out on pages 3 to 26, of the Science and 

Technology Center in Ukraine as at 31 December 2011 at the request of the Board of 

Governors. The financial statements comprise the Statement of Revenues and 

Expenditure, the Balance Sheet, the Statement of Cash Flows, Accounting Policies and 

the Notes to the financial statements.  
 

Management’s Responsibility for the Financial Statements 
 

Management of the Science and Technology Center in Ukraine is responsible for the 

preparation and fair presentation of these financial statements in accordance with 

International Financial Reporting Standards. This responsibility includes: designing, 

implementing and maintaining internal control relevant to the preparation and fair 

presentation of financial statements that are free from material misstatement; whether due 

to fraud or error; selecting and applying appropriate accounting policies; and making 

accounting estimates that are reasonable in the circumstances. 
 

Auditor’s Responsibility 
 

Our responsibility is to express an opinion on these financial statements based on our 

audit. Except as discussed in the following three paragraphs, 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 that the financial statements are free of 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 auditors’ 

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 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 the 

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 opinion. 
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Overview of the Science and Technology Center in Ukraine (STCU) 

 

The Science and Technology Center in Ukraine (STCU) is an intergovernmental 

organization dedicated to nonproliferation of technologies and expertise related to 

weapons of mass destruction, including nuclear, biological and chemical weapons, 

and their delivery systems. 

 

The United States, Canada, Sweden and Ukraine signed the agreement establishing 

the Science and Technology Center in Ukraine on October 25, 1993 (referred to as 

“the STCU agreement”). The European Communities acceded to the STCU 

agreement on November 26, 1998, and in so doing, replaced Sweden as a party to the 

STCU agreement. 

 

The STCU helps develop, finance and monitor science and technology projects that 

engage the former Soviet weapons community in Ukraine, Azerbaijan, Uzbekistan, 

Georgia, and Moldova in peaceful civilian activities.  The Funding Parties of STCU 

projects include: the signatories to the STCU agreement, Japan as a sponsor of the 

STCU agreement and Partners (government and non-government) approved by the 

Board of Governors. 

 

The STCU is a legal entity and has been registered by the Ministry of Foreign Affairs 

of Ukraine as an intergovernmental organization with its headquarters in 7a Metalistiv 

Street Kyiv 03057. During the financial year STCU had an international staff of 58 

(2010 – 59) full time scientific, financial and administrative experts. 

 

Basis of Preparation 

 

The financial statements represent the results of the STCU as an individual entity and 

have been prepared under the historic cost convention and in accordance with 

applicable International Financial Reporting Standards (IFRS) except for International 

Accounting Standard (IAS) 16 relating to Property, plant and equipment as explained 

in the policy for Property, plant and equipment. 

 

The financial statements have been prepared in United States Dollars (USD), as 

required by the STCU’s Financial Regulations. 

 

Project Activity 

 

The STCU authorizes and funds scientific projects which are performed at institutions 

within Ukraine, Azerbaijan, Uzbekistan, Georgia, and Moldova.  Projects are financed 

by the Funding Parties either individually or jointly. All project agreements include a 

maximum amount of funding to be provided by the Funding Parties. 
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The project activity is accounted in the financial statements as follows: 

 

Project Recognition  
 

The projects are only recognized after signature of the project agreement 

between the STCU and the recipient institutes. Upon signature, the total project 

value is credited to the relevant Funding Parties Designated Capital Account in 

proportion to the level of funding agreed by each party. To the extent that the 

value of the signed projects are not covered by advance payments from the 

respective Funding Parties, a receivable is set up in the financial statements. 

 

Project Expenditure 

 

Project costs consist of three main components: grants to scientists, equipment 

and overhead. The STCU, being a non-profit making inter-governmental 

organization, does not envisage that any economic benefits will accrue to it in 

the foreseeable future from the financing of these projects. Accordingly all 

project costs incurred, including the purchase of project equipment, are charged 

immediately to the Statement of Revenues and Expenditure. Projects are 

performed on a cost reimbursable basis, with a ceiling of funds specified in the 

project agreements.  

 

The STCU temporarily retains 50 percent of the allowable overhead for the 

individual projects, in accordance with the project agreements, until the 

submission, and acceptance of, the financial and technical reports prepared by 

the project recipients. 

 

When a project has been completed, any funds committed in excess of actual 

costs are credited back to the relevant Funding Parties’ Undesignated Capital 

Contributions Account. 

 

Project Revenues 

 

Project revenues recognized during the year in the Statement of Revenues and 

Expenditure are amounts equal to the total value of project expenditure incurred 

and written off during the year. These revenues are transferred from the Funding 

Parties Designated Capital Accounts for Projects. 

 

Administrative and Supplemental Revenues and Expenditure 

 

Administrative Operating Budget 

 

Administrative Revenues recognized in the Statement of Revenues and 

Expenditure during the year equate to the amounts approved by the Board of 

Governors for the Administrative Operating Budget for the year. The budget is 
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set and agreed at meetings of the Board of Governors in the previous financial 

year. The agreed budgeted amounts are transferred from the Designated Capital 

Accounts for Administrative Expenses of the United States, Canada, the 

European Union, and Ukraine. 

 

Administrative Expenses are charged to the Statement of Revenues and 

Expenditure when incurred and are matched against the Administrative 

Revenues for the year. 

 

Any surplus/(deficit) Administrative Revenues arising during the year are re-

allocated to the Undesignated Capital Contributions Accounts of the United 

States, Canada, and the European Union in the same ratio as the Administrative 

Revenues contributions. 

 

Supplemental Budget 

 

Supplemental Budgets are approved by the Board of Governors to provide 

funding for activities that are outside the scope of the Administrative Operating 

Budget and not directly related to the implementation of projects. Upon 

agreement of the Supplemental Budgets at Governing Board Meetings the total 

amount of such budgets approved are credited to the relevant Funding Parties’ 

Designated Capital Accounts for Supplemental Budgets in proportion to the 

level of funding agreed by each party. 

 

Supplemental Budget expenses are charged to the Statement of Revenues and 

Expenditure when incurred. Supplemental Budget revenues recognized in the 

year are amounts equal to the value of the Supplemental Budget expenditure 

incurred in the year. These revenues are transferred from the Funding Parties’ 

Designated Capital Accounts for Supplemental Budgets. 

 

Partner Fees and Interest 

 

Partner projects may be charged a fee, usually 5% of the total project cost, for 

the services provided by the STCU to administer the project, which are 

recognized in the Statement of Revenues and Expenditure.  The surplus partner 

fees are allocated to the Undesignated Capital Contributions Accounts of the 

United States, Canada, and the European Union in the same ratio as their 

Administrative Revenues contributions. 

 

Interest earned on Funding Party bank accounts is recognized in the Statement 

of Revenues and Expenditure. Surplus interest earned is allocated to the Funding 

Parties Undesignated Capital Contributions Accounts, with the exception of 

Partner interest earned, which is allocated to the Undesignated Capital 

Contributions Accounts of the United States, Canada, and the European Union 

in the same ratio as their Administrative Revenues contributions.  Interest 
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earned on administrative and supplemental bank accounts is allocated to the 

Undesignated Capital Contributions Accounts of the United States, Canada, and 

the European Union in the same ratio as their Administrative Revenues 

contributions. 
 

Property, Plant and Equipment 

 

Property, plant and equipment are acquired either for the Center’s own use or for the 

projects and comprises of the following: 

 

Center 

 

Property and equipment acquired by the Center for administrative operations 

consist of vehicles, office furniture and equipment, including computer 

hardware and software and communications devices. All commitments and 

expenditures for administrative equipment are made in accordance with the 

Board’s approved annual budget. 

 

The cost of the Center’s equipment is charged to the Statement of Revenues and 

Expenditure when acquired.  

 

Project Equipment 

 

Since the STCU does not expect to derive any foreseeable economic benefits 

from the ownership of project equipment, the expenditure incurred during the 

year on equipment under each project, is written off to the Statement of 

Revenues and Expenditure. 

 

IAS 16 requires Property, plant and equipment with useful lives of beyond the current 

accounting period be capitalized and depreciated over their useful lives. The 

management believe that because of the unusual nature and circumstances of its 

activities, strict interpretation and application of this standard would not properly 

match the revenues specifically contributed by the funding parties with the related 

expenditure. Accordingly, the property, plant and equipment acquired for use by the 

Center and also the projects are charged in full upon acquisition to the Statement of 

Revenues and Expenditure in accordance with the accounting policy for property, 

plant and equipment set out above. 

 

Foreign Currency Transactions 

 

All foreign currency transactions are converted into USD at the exchange rates 

prevailing at the date of the transaction. Foreign currency gains and losses resulting 

from movements in the exchange rates between the date of the transactions and the 

date of settlement are charged to the Statement of Revenues and Expenditure under 

the administrative operating budget in the period incurred. Activities in Azerbaijan, 
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Uzbekistan, Georgia, and Moldova are transacted in USD or Euros and, therefore do 

not result in any gains or losses from currency exchanges except those arising from 

USD to Euro exchange differences.  

Assets, liabilities and capital denominated in foreign currencies are translated into 

USD at the rates of exchange ruling at the balance sheet date.  

 

European Union Funded Projects 

 

Project agreements are concluded in Euros if solely funded by the European 

Union, and in USD if projects are jointly funded. 

 

For project agreements concluded in USD (jointly funded), the European Union 

provides funding in Euros, before the projects are signed by the STCU 

Executive Director, and the STCU immediately converts the Euros upon receipt 

into USD.  The total amount of USD provided by the European Union is 

therefore known before the start of the project, and thus the project agreements 

are written to match the amount of USD received. 

 

Financial instruments 
 

Financial instruments are classified and accounted for, according to the substance of 

the contractual arrangement, as either financial assets, financial liabilities or equity 

instruments. An equity instrument is any contract that evidences a residual interest in 

the assets of the company after deducting all of its liabilities. 

 

 Receivables – Amounts due from funding parties 

 

 Amounts due from funding parties are recognised on signature of the project 

agreement or approval of the Administrative Operating Budget or Supplemental 

Budget and are carried forward at invoiced amount. 

 

Cash and cash equivalents 

 

Cash and cash equivalents includes cash in hand, deposits held at call with banks, 

other short-term highly liquid investments with original maturities of three 

months or less. 

 

 Amounts payable 

 

Amounts payable are recognised and carried forward at invoiced amounts. All 

non-derivative financial liabilities are carried at their expected contractual cash 

flows and are anticipated to be settled within a period of less than one year.   
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Designated capital 

 

Designated capital represents funding party contributions to the STCU which 

have been designated for a specific purpose by that funding party. Designated 

capital is initially recognised at committed amounts. 

 

Undesignated capital 

 

Undesignated capital represents funding party contributions to the STCU which 

have yet to be designated. Undesignated capital is initially recognised at the 

received amount. 

 

Capital management 
 

The capital of the STCU is represented by the net assets attributable to funding 

parties. The STCU’s objectives in managing capital are to safeguard the assets of the 

funding parties to enable the STCU to continue as a going concern and enable the 

future funding of project expenditure.  

 

All significant capital decisions such as project funding, transfers of capital, 

investment of capital and returns of capital to funding parties, require approval by the 

funding parties at six-monthly meetings of the governing board or otherwise. As such, 

the management of the STCU does not actively manage its capital on a day-to-day 

basis. 

 

Adoption of new and revised standards 
 

The following new standards, amendments and interpretations are mandatory for the 

first time for the financial year ended 31 December 2011 but have not had a material 

effect on the financial statements: 

 

• IAS 24, ‘Related party disclosures’  

• IFRIC 19, ‘Extinguishing financial liabilities with equity instruments’ 

• IFRIC 14, ‘Prepayments of a minimum funding requirement’ 

• Amendment to IAS 32, ‘Classification of rights issues’ 

• Amendments to IFRS 1, ‘Limited exemption from comparative IFRS 7 

disclosures’ 

• Amendments to IFRS 7, ‘Disclosures – Transfer of financial assets’ 

• Improvements to IFRS 2010 (annual improvements project) 

 

The following new standards, amendments and interpretations are in issue but are not 

yet effective, have not been adopted early and are not expected to have a material 

effect on the financial statements in the first period of application:  
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• Amendment to IAS 12, ‘Deferred tax – recovery of underlying assets’ (effective  

1 January 2012) 

• Amendment to IAS 1, ‘Presentation of items in other comprehensive income’ 

(effective 1 July 2012) 

• Amendment to IAS 19, ‘Employee benefits’ (effective 1 January 2013) 

• IFRS 9, ‘Financial instruments’ (effective 1 January 2015) 

• IFRS 10, ‘Consolidated financial statements’ (effective 1 January 2013) 

• IFRS 11, ‘Joint arrangements’ (effective 1 January 2013) 

• IFRS 12, ‘Disclosure of interests in other entities’ (effective 1 January 2013) 

• IFRS 13, ‘Fair value measurement’ (effective 1 January 2013) 

• IAS 27 (revised 2011), ‘Separate financial statements’ (effective 1 January 2013) 

• IAS 28 (revised 2011), ‘Investments in associates and joint ventures’ (effective 1 

January 2013)  
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   2011  2010  

  Note USD  USD  

     

REVENUES     

       

 Project Revenue  13,256,863  14,938,320  

 Administrative Revenue      

 - Administrative Operating Budget  1,675,139  1,778,340  

 - Supplemental Budget  2,316,928  2,399,954  

 Partner Fees  167,245  123,612  

 Interest Income  179,230  76,891  

   17,595,405  19,317,117  

       

EXPENDITURE         

       

 Project Expenditure 1 13,256,863  14,938,320  

 Administrative Expenditure 2     

 - Administrative Operating Budget  1,579,962  1,656,795   

 - Supplemental Budget  2,316,928  2,399,954  

   17,153,753  18,995,069  

       

       

NET SURPLUS 3 441,652  322,048 

       

       

There are no recognised gains or losses other than the results for the year as set out 

above.
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  2011  2010 

 Note USD  USD 

Cash Flows from Operations     

     

Cash Inflows     

     

Net Cash Received from Funding Parties 13 19,865,310   20,648,771  

  00  00 

Partner Fees Received  167,245   123,612  

  00  00 

Interest Received   49,226  44,610  

  0  0 

Total Cash Inflows  20,081,781  20,816,993 

     

Cash Outflows     

     

Project Expenditure  (13,342,726)  (14,858,171) 

    0 

Administrative and Supplemental Expenditure  (3,836,970)  (4,023,691) 

    0 

Total Cash Outflows  (17,179,696)  (18,881,862) 

     

Net Cash Inflows/(Outflows) From 

Operations 

 2,902,085   1,935,131  

     

Net Revaluation (Losses)/Gains  (431,711)  (771,478) 

     

Cash and cash equivalents at 1 January  27,851,846   26,688,193  

     

Cash and cash equivalents at 31 December  30,322,220   27,851,846  
 

The net revaluation (losses)/gains principally relate to amounts contributed from funding 

parties in currencies other than USD which are held in the source currency of the original 

contribution.  These notional cash (losses)/gains are fully offset by revaluations of funding 

parties capital accounts held in a source currency other than USD.  Revaluation 

(losses)/gains are not actual cash movements but a reflection of the changing value of the 

source currency.  Foreign currency risk is managed as set out in the Note 15. 
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1. Project Expenditure 

 USD 

Amounts charged to the Statement of Revenues and Expenditure:  

2011 13,256,863 

2010 14,938,320 

2009 15,902,171 

2008 18,657,918 

2007 19,305,482 

2006 17,434,164 

2005 16,291,450 

2004 17,675,237 

2003 17,937,532 

2002 12,317,194 

2001 10,100,633 

2000 7,096,198 

1999 7,904,566 

1998 7,351,641 

1997 4,987,540 

1996 1,339,245 

1995 - 

Cumulative project costs incurred to 31 December 2011 202,496,154 

Project expenditure comprises of grants to scientists, equipment costs, travel costs 

and overhead costs. 

Under the terms of the individual project agreements signed, title to equipment 

costing less than 2,500 USD is vested with the recipient institutes upon acquisition.  

The title to all other equipment provided to projects will remain with the Center until 

termination or completion of the project, at which time the title will be vested in the 

recipient institutes unless prior to, or on that date, the Center informs the project of 

its intention to retain title. 

2. Administrative Expenditure 

 2011  2010 

 USD  USD 

a) Administrative Operating Budget    

Business Operations 225,591  278,481 

Public Affairs 17,033  21,786 

Personnel 835,361  782,966 

Personnel Support and Development 187,076  213,262 

Legal, Auditing and Banking 229,716  266,464 

Property, Plant and Equipment 43,446  46,331 

Headquarters and Branch Offices 41,739  47,505 

 1,579,962   1,656,795  
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2.     Administrative Expenditure (continued)    

 

Included within ‘Legal, auditing and banking’ are exchange losses of 56,489 USD 

(2010 – losses of 81,787 USD). 

 

Personnel costs comprises grants made to the grantees in the STCU headquarters 

and five regional offices located in Lviv, Kharkiv, Baku, Chisinau and Tbilisi.  

 

From March 2009, the STCU have occupied offices provided by the Ukrainian 

government for which the STCU does not pay rental or utility charges. No reliable 

estimate can be made of the fair value of the rental and utility benefit provided in 

2010 or 2011. 

    

 2011  2010 

 USD  USD 

b) Supplemental Budget    

Technical, Collaborator and Contractor Travel 

Support 

17,857  63,086 

Business Training/ Sustainability Group Support 102,142  121,571 

Patent Support 19,889  24,789 

Travel and Mobility Support 301,734  298,921 

Expert Review and Advisors 38,772  42,372 

Seminars/ Workshops Support 17,845  29,482 

Service Contracts (Key management remuneration) 1,487,642  1,508,725 

Institute Sustainability -  28,515 

Biosecurity and Biosafety 105,995  130,711 

Partner Promotion and Support 225,052  151,782 

 2,316,928  2,399,954 

3. Net Surplus Revenues Over Expenditure 

The net surplus of 441,652 USD comprises the following: 
 

 2011  2010 

 USD  USD 

    

Surplus Administrative Budget Revenues 97,135  111,575 

Investment Income 179,230  76,891 

Partner Fees 167,245  123,612 

Other Revenue (1,958)  9,970 

 441,652  322,048 

The net surplus set out above has been allocated to the Funding Parties in accordance 

with the accounting policies and agreed responsibilities. 
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4. Taxation  

Under the terms of the agreement establishing the STCU and also the Statute 

approved by the Board of Governors, the STCU is exempted from any form of 

taxation.  However, only since December 1999 has the relevant legal framework 

been implemented in Ukraine, allowing the STCU to recover its VAT on 

administrative expenditures. 

The VAT incurred on project expenditures has been charged to the Statement of 

Revenues and Expenditure as part of the project costs because, for the time being 

there is no practical process in place for the recovery of VAT for project purchases 

within Ukraine, Georgia, Uzbekistan, Moldova, and Azerbaijan.  Management of the 

STCU continues discussions with the Governments of Ukraine, Georgia, Moldova, 

and Azerbaijan to investigate the possibility of establishing a procedure to recover 

project VAT for purchases made within these respective countries. However, the 

management of the STCU does not expect to recover the amounts incurred to date. 

Accordingly the VAT incurred on project expenditures has been charged to the 

Statement of Revenues and Expenditure as part of the project costs. Project items 

purchased abroad by the STCU and imported into Ukraine, Georgia, Uzbekistan, 

Moldova, and Azerbaijan are exempt from VAT. 

The VAT on administrative expenditures for 2011 has been credited back to the 

corresponding expense account to which it relates. 

5. Amounts Due from Funding Parties – Due Within One Year 

 2011  2010 

 USD  USD 
    

United States 958,878  1,312,244 

Canada 42,154  736,941 

Partners 3,134,325  2,685,629 

 4,135,357  4,734,814 

Amounts Due From Funding Parties – Due After One Year 

 2011  2010 

 USD  USD 
    

European Union 259,002  - 

Partners 1,060,846  579,004 

 1,319,848  579,004 

    

Total due from funding parties 5,455,205  5,313,818 
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6. Other receivables 

 2011  2010 

 USD  USD 

    

VAT recoverable 8,501  11,595 

Other receivables 12,309  13,474 

 20,810  25,069 

7. Prepayments and accrued income 

 2011  2010 

 USD  USD 

    

Prepayments 22,716  30,648 

Accrued Interest 172,642  42,638 

 195,358  73,286 

8. Amounts payable – projects 

 2011  2010 

 USD  USD 

    

Grants Payable 992,768  1,032,762 

Overhead Payable 62,172  69,594 

Overhead Retainage 551,974  590,452 

 1,606,914  1,692,808 

 

Overhead Retainage includes amounts which may be due for payment after one year 

depending on when the financial and technical reports are prepared and submitted by 

the project recipients and accepted by the STCU. Included within Overhead 

Retainage is 68,033 USD (2010 – 189,606 USD) in relation to projects with a 

completion date after more than one year from the balance sheet date. 
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9. Designated Capital Contributions – Projects 

Designated Capital Contributions (DCC) represent the amounts committed on signed projects net of project expenditures incurred to date. 

 
 United 

States 

Canada European 

Union 

Partners Total 

 USD USD USD USD USD 

Balance at January 1, 2011 1,158,204 1,861,104 3,905,697 7,481,245 14,406,250 

New Projects Signed During 2011 583,852 453,819 7,177,012 10,310,501 18,525,184 

Revaluation of Project Agreements                 - -  (444,160)  (41,049)  (485,209) 

Adjustment for Closed Projects  (4,265)  (3,265)  (26,778)  (204,464)  (238,772) 

Transfer to Statement of Revenues and Expenditure      

Expenditure Incurred on Projects in 2011   (937,182)  (1,447,643)  (3,065,458)  (7,806,580) (13,256,863) 

Balance at December 31, 2011 800,609 864,015 7,546,313 9,739,653 18,950,590 
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9.  Designated Capital Contributions – Projects (continued) 

Designated Capital Contributions (DCC) represent the amounts committed on signed projects net of project expenditures incurred to date. 

 
 United 

States 

Canada European 

Union 

Partners Total 

 USD USD USD USD USD 

Balance at January 1, 2010 1,957,214 2,577,422 5,713,370 8,415,643 18,663,649 

New Projects Signed During 2010 798,701 1,047,573 3,303,555 7,548,186 12,698,015 

Revaluation of Project Agreements                 - -  (416,938)  (155,206)  (572,144) 

Adjustment for Closed Projects  (610,649)  (3,388)  (190,412)  (640,501)  (1,444,950) 

Transfer to Statement of Revenues and Expenditure      

Expenditure Incurred on Projects in 2010   (987,062)  (1,760,503)  (4,503,878)  (7,686,877) (14,938,320) 

Balance at December 31, 2010 1,158,204 1,861,104 3,905,697 7,481,245 14,406,250 

Note: Included within DCC projects in 2010 is Nil USD (2009 –1,291,524 USD) relating to signed projects in Uzbekistan which have yet to 

commence. Management of the STCU believe these projects will not take place due to current difficulties between the STCU and the 

Government of Uzbekistan and in 2010 the funding was returned to undesignated capital of the funding parties. This is included within the 

adjustment for closed projects. 
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10. Designated Capital Contributions – Administration  

 

 United 

States 

Canada European 

Union 

Ukraine Total 

 USD USD USD USD USD 

Balance at January 1, 2010 499,884 437,310 841,146 - 1,778,340 

Transfer to Statement of Revenues and Expenditure (499,884) (437,310) (841,146) - (1,778,340) 

Administrative Budget 2011 652,434 364,848 657,857 - 1,675,139 

Balance at January 1, 2011 652,434 364,848 657,857 - 1,675,139 

Transfer to Statement of Revenues and Expenditure 
(652,434) (364,848) (657,857) - (1,675,139) 

Administrative Budget 2012 541,713 231,261 679,516 - 1,452,490 

Balance at December 31, 2011 541,713 231,261 679,516 - 1,452,490 
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11. Designated Capital Contributions – Supplemental  

 
 United 

States 

Sweden Canada European 

Union 

Partners Total 

 USD USD USD USD USD USD 

Balance at January 1, 2010 966,000 48,982 1,366,000 1,172,440 241,809 3,795,231 

Supplemental Budgets Approved 831,667 - 995,667 1,000,620 792,309 3,620,263 

Transfer from/(to) Undesignated Capital 

Contributions 

(85,935)  92 (555,067) (376,481)  - (1,017,391)  

Adjustment for Revaluation - - - (84,060)  - (84,060) 

Transfer to DCC – Projects 

Biosecurity Biosafety Projects Signed 

- - (102,519)  - - (102,519)  

Transfer to Statement of Rev. and Exp. (880,065) (25,322) (708,414) (711,898) (74,255) (2,399,954) 

Balance at January 1, 2011 831,667 23,752 995,667 1,000,621 959,863 3,811,570 

Supplemental Budgets Approved 647,376 - 251,617 836,898 853,311 2,589,202 

Transfer from/(to) Undesignated Capital 

Contributions 

(77,034)  39 (363,398) (359,321)  - (799,714)  

Adjustment for Revaluation - - - 23,419  5,290 28,709 

Transfer to DCC – Projects 

Biosecurity Biosafety Projects Signed 

- - (61,350)  - - (61,350)  

Transfer to DCC – Projects 

Partner Promotion Projects Signed 

- - (80,618)  - - (80,618)  

Transfer to DCC – Projects  

INTAS Projects Signed 

- - - - (251,332) (251,332)  

Transfer to Statement of Rev. and Exp. (754,633) (19,408) (741,918) (664,720) (136,249) (2,316,928) 

Balance at December 31, 2011 647,376 4,383 - 836,897 1,430,883 2,919,539 
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12. Undesignated Capital Contributions 

 United 

States 

Sweden Canada European 

Union 

Partners Other Total 

 USD USD USD USD USD USD USD 

Balance at January 1, 2011 3,138,997 - 178,652 3,138,087 5,137,636 (79,930) 11,513,442 

Advances Received from Funding Parties - - 1,060,691 3,615,354 5,431,825 - 10,107,870 

Transfer to Designated Capital for Signed 

Projects 
(583,852) - (311,850) (1,463,492) (4,544,956) - (6,904,150) 

Adjustment for Closed Projects 4,265 - 3,304 26,778 26,750 - 61,097 

Allocation of Surplus Income for 2011 152,410 39 78,982 210,221 - - 441,652 

Adjustment for 2011 Other Purposes 768 - 415 775 - (1,958) - 

Adjustment for Revaluation - - - (146,827) (6,464) - (153,291) 

Transferred Between Funding Parties 480,496 - - - (480,496) - - 

Transfer from Designated Capital – 

Supplemental Budget 
77,034 (39) 363,398 359,321 - - 799,714 

Transfer to Designated Capital – Supplemental 

Budget 
(831,667) - (721,618) (836,898) (778,311) - (3,168,494) 

Transfer to Designated Capital - Administrative 

Budget 
(710,788) - (456,048) (679,516) - - (1,846,352) 

Balance at December 31, 2011 1,727,663 - 195,926 4,223,803 4,785,984 (81,888) 10,851,488 

 

Note: The amount of 1,958 USD under ‘Other’ relates to the performance of the 2010 and 2011 audit. This amount is a timing difference between when the 

audit cost is accrued as an expense for financial statement purposes, and when the amount is accounted for in the Administrative Operating Budget.  The audit 

cost is expensed in the year before it is included in the AOB.  Thus, the 2011 audit cost is accrued as an expense in the 2011 Fiscal Year Financial Statements; 

however, the cash disbursement will affect the 2012 AOB. 
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12.  Undesignated Capital Contributions (continued) 

 United 

States 

Sweden Canada European 

Union 

Partners Other Total 

 USD USD USD USD USD USD USD 

Balance at January 1, 2010 3,267,054 - 410,882 2,000,958 4,753,869 (89,900) 10,342,863 

Advances Received from Funding Parties 875,000 - 995,338 7,193,610 4,449,459 - 13,513,407 

Transfer to Designated Capital for Signed 

Projects 
(798,701) - (820,074) (3,303,555) (3,680,400) - (8,602,730) 

Adjustment for Closed Projects 610,649 - 3,388 190,412 585,974 - 1,390,423 

Allocation of Surplus Income for 2010 88,700 92 70,919 162,336 - - 322,047 

Adjustment for 2010 Other Purposes (2,779) - (2,412) (4,779) - 9,970 - 

Adjustment for Revaluation - - - (167,995) 1,732 - (166,263) 

Transferred Between Funding Parties 232,369 - - - (232,369) - - 

Transfer from Designated Capital – 

Supplemental Budget 
85,935 -  555,067 376,481 - - 1,017,483 

Transfer to Designated Capital –  

Supplemental Budget 
(966,000) (92) (669,608) (2,106,311) (740,629) - (4,482,640) 

Transfer to Designated Capital -  

Administrative Budget 
(253,230) - (364,848) (1,203,070) - - (1,821,148) 

Balance at December 31, 2010 3,138,997 - 178,652 3,138,087 5,137,636 (79,930) 11,513,442 

 

Note: The amount of 9,970 USD under ‘Other’ relates to the performance of the 2009 and 2010 audit. This amount is a timing difference between when the 

audit cost is accrued as an expense for financial statement purposes, and when the amount is accounted for in the Administrative Operating Budget.  The audit 

cost is expensed in the year before it is included in the AOB.  Thus, the 2010 audit cost is accrued as an expense in the 2010 Fiscal Year Financial Statements; 

however, the cash disbursement will affect the 2011 AOB. 
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13. Net cash received from funding parties 

 2011  2010 

 USD  USD 

    

Canada 1,060,691  3,740,239 

Partners 10,072,602  8,839,922 

United States -  875,000 

European Union 8,731,978  7,193,610 

 19,865,310  20,648,771 

14. Financial Commitments 

a) Science and Technology Center in Ukraine 

No material commitments existed at December 31, 2011 or 2010. 

 

b) Funding parties 
At December 31, 2011 the funding parties had approved but not signed 

21 projects with a total funding of 1,654,709 USD (2010 – 1,148,472 USD). 

The agreements for these projects are expected to be signed in 2012. 

15. Financial Instruments 

The STCU’s financial instruments comprise: 

- Cash, liquid resources and short term receivables and payables that arise directly 

from the STCU’s operations. 

These financial instruments are initially recorded at their nominal value and are 

stated in the accounts at their nominal value reduced by appropriate allowances for 

estimated irrecoverable amounts.   
 

The main risks arising from the STCU’s financial instruments are liquidity risk, 

credit risk, and foreign currency risk. The STCU management reviews and agrees 

policies for managing each of these risks and they are summarised below. 

 

a) Liquidity Risk 

The STCU’s assets comprise mainly of cash and bank deposits which are 

readily realisable to meet funding commitments. 

 

b) Credit Risk 

The STCU manage credit risk by only paying project expenses up to the 

amount of cash received from the relevant funding party. The credit risk is 

therefore limited to project expenses incurred in excess of cash received from 

the relevant funding party. At 31 December 2011 the maximum credit risk was 

488,273 USD (2010 – 450,611 USD). 
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15. Financial Instruments (continued) 

The ageing of accounts receivable due from funding parties at the reporting 

date which were not impaired is as follows: 

 2011  2010 

 USD  USD 

    

     Neither past due nor impaired 4,345,770  4,153,717 

     Past due < 1 year 1,006,036  954,055 

     Past due > 1 year 103,399  206,046 

 5,455,205  5,313,818 
 

The STCU expects to receive all amounts due in due course and as such has 

made no provision against these receivables. 
 

c) Foreign Currency Risk 

The STCU’s income and expenditure and net assets could be affected by 

currency translation movement as some of the STCU’s assets and revenues are 

denominated in currencies other than USD. The STCU manages foreign 

currency risk through keeping funds in the currency of commitment (USD or 

Euros) and minimizing funds held in local currency. 

 

At the year end, financial assets and liabilities held by the STCU in currencies 

other than USD were as follows: 
 2011 
 Amounts 

due from 

Funding 

Parties 

Cash at 

Bank 

Amounts 

payable 

 USD USD USD 
    

Euros 1,313,555 13,535,365 555,465 

Ukrainian Hryvna - 23,970 13,849 

Azeri Manat - - - 
 1,313,555 13,559,335 569,314 

 

 2010 
 Amounts 

due from 

Funding 

Parties 

Cash at 

Bank 

Amounts 

payable 

 USD USD USD 
    

Euros        731,663 10,093,058  658,033 

Ukrainian Hryvna -          61,658  14,688 

Azeri Manat - 2 - 
 731,663 10,154,718 672,721 
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15. Financial Instruments (continued) 

c) Foreign Currency Risk (continued) 

The following table details the effect on the Net Surplus and Capital 

Contributions at December 31, 2011 from a 10% change in US dollar 

exchange rates against the exposed currencies listed above, with all other 

variables held constant. 

 

 2011 2010 

 Effect on  

Net Surplus  

Effect on 

Capital 

Contributions 

Effect on  

Net Surplus  

Effect on 

Capital 

Contributions 

 USD USD USD USD 

USD increase by 

10% against:  

    

Euros -  (1,299,405) - (924,244) 

Ukrainian Hryvna       (920)       (920) (4,270) (4,270) 

Azeri Manat - - - - 

       (920)     (1,300,325) (4,270) (928,514) 

USD decrease by 

10% against: 

  

 

 

Euros - 1,429,346 - 1,016,669 

Ukrainian Hryvna   1,012      1,012 4,697 4,697 

Azeri Manat - - - - 

   1,012        1,430,358  4,697 1,021,366 

 

The method used to arrive at the possible risk of 10% was based on both statistical 

and non-statistical analyses. The statistical analysis has been based on currency 

movement for the last five years. This information is then revised and adjusted for 

reasonableness under the current economic circumstances. A standard rate of 10% 

is considered possible given past volatility trends. 
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15. Financial Instruments (continued) 

d) Concentrations of Risk  

Management has determined that the only significant concentration of risk 

arises in respect of the holding of the majority of cash and cash equivalents at 

a small number of financial institutions at the balance sheet date as follows: 

   

2011 

 

2010 

 Location USD USD 

    

Deutsche Bank USA 16,620,668 17,451,088 

BNP Paribas Belgium 13,512,302 10,071,929 

OTP Bank Ukraine 133,372 269,920 

Other Various 55,878 58,909 

  30,322,220 27,851,846 

 

Management does not consider the risk exposure suffered as a result of this 

concentration of assets to be significant. 































ARTICLE X
The Government or Ukraine shall ensure that:
(i)

(a) Funds and property of the Center or any branch thereof, including any interest arising from 
funds held in banks in Ukraine, are exempt from taxation or other charges imposed by the 
Government of Ukraine and any subdivision thereof;

(b) Commodities, supplies, and other property provided or utilized in connection with the Center 
and its protects and activities may be imported into, exported from, or used in Ukraine free 
from any tariffs, dues, customs duties, import taxes, and other similar taxes or charges 
imposed by Ukraine. In order to receive exemptions under this paragraph, commodities, 
supplies, and other property must either be specified in a project agreement or be certified 
by the Executive Director as items to be used by the Center or in a Center project. The 
procedures for such certifications shall be described in the Statute;

(c) Funds received by natural and legal persons, including Ukrainian scientific organizations or 
scientists and specialists, in connection with the Center 's projects and activities, shall not be 
subject to taxation or other charges by the Government of Ukraine or any subdivision 
thereof;

STCU agreement



STCU Statute

ARTICLE XI. Contributions to the Center

E In financial transactions, the Center will not pay in 
Ukraine taxes of any kind, including profit tax, value 
added tax, personal income tax, local taxes as well as 
any other tariffs, dues, customs duties, import taxes, fees 
or any similar imposed taxes or charges. 



The Tax Administration in a letter dated 21/10/99 also confirmed, quote:

“Article X of the STCU Agreement about privileged tax regime on assets, 
funds, goods, reserves, and other Center’s property, should be strictly 
fulfilled”

Tax Administration letter of 1999



4. Taxation

Under the terms of the agreement establishing the STCU and also the Statute approved by the Board of 
Governors, the STCU is exempted from any form of taxation. However, only since December 1999 has the 
relevant legal framework been implemented in Ukraine, allowing the STCU to recover its VAT on administrative 
expenditures.

The VAT incurred on project expenditures has been charged to the Statement of Revenues and Expenditure as 
part of the project costs because, for the time being there is no practical process in place for the recovery of VAT 
for project purchases within Ukraine, Georgia, Uzbekistan, Moldova, and Azerbaijan. Management of theSTCU 
continues discussions with the Governments of Ukraine, Georgia, Moldova, and Azerbaijan to investigate the 
possibility of establishing a procedure to recover project VAT for purchases made within these respective 
countries. However, the management of the STCU does not expect to recover the amounts incurred to date. 
Accordingly the VAT incurred on project expenditures has been charged to the Statement of Revenues and 
Expenditure as part of the project costs. Project items purchased abroad by the STCU and imported into Ukraine, 
Georgia, Uzbekistan, Moldova, and Azerbaijan are exempt from VAT.

The VAT on administrative expenditures for 2011 has been credited back to the corresponding expense account 
to which it relates.

NOTES TO THE FINANCIAL STATEMENTS
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Financial position

From the start in 1995 to 31 December STCU has paid the 
following VAT on projects

US $ m

VAT on project expenditure 4.2

Total project expenditure 202.5

As a percentage 2%



Financial position 2

Project expenditures mostly not subject to 
VAT:

• salaries;
• imported purchases.



Exemption process

Ministry of Economy process 2 stages:

1. Registration of the project
2. Exemption of each procurement

There is then a third stage:

3. Dealing with the supplier



Exemption process 2

Projects unwilling to become a pilot:
• time;
• bureaucracy;
• monitoring.



Current / future actions

• Have met with Ministry of Economy
• Simferopol project will be registered as a 

pilot
• Will support efforts of US Embassy and 

EU delegation to have the system revised 
for the better



Overview and update on STCU’s VAT situation 
 
1  Introduction 
2  Legal basis 
3  Previous actions taken 
4  Financial position re Project VAT 
5  An Overview of the Tax Exemption Procedure 
  Including SWOT analysis  
6  Future actions 
Annex 1 E-mails from the US embassy 
 
 
 
1 Introduction 
 
The purpose of this document is to provide an update of the VAT issue regarding STCU. It 
contains an overview of the VAT exemption procedure and the past initiatives by the STCU 
Secretariat and Funding Parties with regard not paying VAT.  
 
The Funding parties have always maintained and pressed the STCU Management to try to obtain 
exemption from or to recover VAT paid on STCU Projects.  
 
Since the start of STCU we have been unable to claim VAT back on Project purchases. Whilst 
we do receive back our VAT on STCU administrative and office purchases / expenditure through 
a reimbursement mechanism operated by the Tax Administration and applied to embassies and 
international organisations the same cannot be said for STCU Project purchases. 
 
For projects the mechanism is an exemption from payment of VAT rather than a reimbursement 
of VAT paid and this is operated by the Ministry of Economy rather than the Tax 
Administration. As advised by the Ministry of Economy a mechanism is available which can 
enable VAT to be claimed but this mechanism is through a pre-arranged system of exemptions 
required both for the project and for the vendor. This system is both bureaucratic and time 
consuming. 
 
The following report gives a short history of the problem and substantiates the reason why we 
should not continue our quest to claim back VAT for projects and why project managers refuse 
to participate in our VAT pilot project. 
 
2 Legal basis 
 
Under Article X of the STCU Agreement the GoU advises the STCU is exempt from any taxes. 
 

ARTICLE X 
The Government or Ukraine shall ensure that: 
(i) 
 

(a) Funds and property of the Center or any branch thereof, including any interest arising 
from funds held in banks in Ukraine, are exempt from taxation or other charges imposed by the 
Government of Ukraine and any subdivision thereof; 

 
(b) Commodities, supplies, and other property provided or utilized in connection with the 

Center and its protects and activities may be imported into, exported from, or used in Ukraine free 
from any tariffs, dues, customs duties, import taxes, and other similar taxes or charges imposed by 
Ukraine. In order to receive exemptions under this paragraph, commodities, supplies, and other 
property must either be specified in a project agreement or be certified by the Executive Director 



as items to be used by the Center or in a Center project. The procedures for such certifications 
shall be described in the Statute; 

 
(c) Funds received by natural and legal persons, including Ukrainian scientific organizations 

or scientists and specialists, in connection with the Center 's projects and activities, shall not be 
subject to taxation or other charges by the Government of Ukraine or any subdivision thereof; 

 
Further Article XI of the STCU Statute further reinforces this tax exempt position. 
 

ARTICLE XI. Contributions to the Center 
 
E In financial transactions, the Center will not pay in Ukraine taxes of any kind, including profit tax, 
value added tax, personal income tax, local taxes as well as any other tariffs, dues, customs duties, 
import taxes, fees or any similar imposed taxes or charges.  

 
A letter from the Tax Administration dated 21 October 1999 also confirmed this position as 
follows: 
 

“Article X of the STCU Agreement about privileged tax regime on assets, funds, goods, reserves, and 
other Center’s property, should be strictly fulfilled” Unquote. 

 
3 Previous actions taken 
 
In 2002 we met with the Ministry of Economy to try to discuss ways of claiming back VAT on 
project purchases. The ME would not entertain any other vehicle other than the process of VAT 
exemptions. Therefore, the STCU decided to try this exemption route and to initiate a VAT Pilot 
project. 
 
We had meetings with USAID & the European Commission regarding Tacis projects to discuss 
this problem and they confirmed they also had the exact same problems with no VAT payments. 
 
We initiated meetings with the US Embassy and the European Commission to gain their joint 
support in an effort to change the current vehicle from an exemption procedure to the easier 
reimbursement procedure, which they supported but despite proposals from both parties the ME 
would not entertain the idea.  
 
In 2002 we initiated an effort to try and set up a VAT Pilot project. Since that time we have had 
10 projects who had accepted to volunteer for this project and then subsequently withdrew due to 
the onerous nature of the requirements of the ME, process etc. 
 
4 Financial position re Project VAT 
 
The STCU has paid US$4.2 million in VAT for project purchases since its inception to 31 
December 2012. 
 
However this should be viewed against the total project expenditure of $ 202 million. Therefore 
in percentage terms this is only 2%. 
 
This is a consequence of the fact that our project costs are predominately salaries and purchase 
of imported equipment on which we receive all the appropriate tax exemptions. STCU is only 
incurring VAT on its local purchases. 
 
5 An Overview of the Tax Exemption Procedure 
 
Registration of projects with Ministry of Economy has to contain the following basic documents: 

1. Application. 



2. Copy of the contract (project agreement), certified by donor. 
3. Annexes to the project agreement. 
4. State export certificate. 
5. Embassy support letters and confirmation of conformity to bilateral agreements, 

financing agreements, etc 
 

The project should be re-registered if there are changes in donors, participants, recipients, name, 
purpose, content, cost, duration etc. 
 
Monitoring of the project will be exercised by Ministry of Economy together with the donor and 
beneficiary during the project fulfillment and especially in its final stages. For monitoring 
purposes the recipient should submit to the Ministry of Economy a special monitoring form 
twice a year. The recipient should submit an annual report to Ministry of Economy. 
 
To receive the VAT exemption certificates the STCU needs to register for every procurement 
action / requirement and we have to provide to the Ministry of Economy 5 copies of the 
following documents: 

1. Application from donor signed by ED. 
2. Invoice. 
3. Contract. 
4. Deed of acceptance. 
5. Official suppliers’ documents like Registration, Tax Inspection Letter and so on.  

 
Thus far the STCU had been unable to find a willing volunteer to enter into this VAT Pilot 
project and the Project Manager has to also provide many similar amounts of documentation to 
the various ministries and authorities as well. 
 
It is worth noting here that the Ministry of Economy has introduced two new schemes this year 
alone, in February and in May these have proved to be virtually unworkable and there are 
discussions with regard to yet another change. 
 
SWOT analysis of the registration process with the Ministry of Economy to get VAT 
exemption for project purchases: 
 
Strengths 
 

1. VAT exemption itself. STCU project financing means that only 2% of total funding 
would be exempt from tax to get this exemption in respect of Ukrainian projects, the 
STCU has the following problems:- 

 
Weaknesses 
 

1. The choice of suppliers will be very limited. Many vendors are not willing to work with 
these procedures as the Tax Administration very closely investigates sales made with 
VAT exemptions and suppliers are not happy with the close attention of the Tax 
Administration. 

2. The operative commencement date of every project will be delayed for at least a month – 
because of the time necessary to register the project with Ministry of Economy. 

3. Each & every procurement action or change takes at least 10 days (ie the time necessary 
to get the tax exemption certificate). 

 
It is worth noting that these time periods may in reality be even longer, experience from the 
US embassy is that the “new” process is even more involved and is not working and 
registrations and exemptions are not being received. 



 
4. NB: Bulk exemptions for similar bulk purchases or from the same vendors are not 

possible so this exemption procedure must be made for “each & every” procurement. 
5. The project managers are obliged to report twice a year to Ministry of Economy. That 

was the one of the most threatening reasons for project managers to refuse to participate 
in the pilot project. 

6. The representatives of the Ministry of Economy monitor the projects. This is the second 
big threat to project managers. 

7. A huge increase in paperwork and bureaucracy. 
8. The project managers have enough difficulty dealing with the Ministry of Science & 

Education without increasing their workload and stress factor dealing with other 
Ministries. 

9. STCU would have an increase in work loads which would probably require additional 
staff to handle these issues. 

 
Opportunities 
 

1. If we could obtain these exemptions we could reduce costs by 2% or more if the nature of 
projects changed and included more local purchases of VATable goods and services.  

 
Threats 
 

1. Experience shows that vendors, proposing a price with VAT exemption will usually raise 
the price without VAT to the level including VAT. The result is thus no real economy 
saving. 

2. Project managers advise the STCU that there is a threat of bribes needed to be given 
inside the Ministry of Economics to get the VAT exemption letter. 

3. Due to the usual delays in issuing the VAT exemption certificates by the ME, vendors get 
problems with the Tax Inspection, which then has the knock on effect to further narrow 
the possible list of suppliers for future procurement actions. 

 
All that is noted and described above shows that the process of VAT Exemption has almost little 
or no added value and will not add to STCU’s overall competitiveness due to time and effort 
taken. 
 
6 Future actions 
 
We are in the process of trying to register the Simferopol project for VAT exemption due to its 
unique nature among STCU projects its potentially higher VATable expenditures and due to a 
point raised by our external auditors. 
 
In view of the recent experience of the US embassy in particular we are not optimistic that this 
will be successful. 
 
We will be supporting the efforts of the US embassy and EU delegation to lobby the Ukrainian 
government for an improvement in the registration and exemption process. And alternatively for 
the introduction of a reimbursement procedure similar to that for AOB expenses. 
 
In view of the recent history, the two “new” and unworkable schemes introduced in 2012 and the 
current world and Ukrainian financial situation it is unlikely that there will be any positive 
change that benefits STCU. 
 
 



 
Annex 1 E-mails from the US embassy 
 
---------- Forwarded message ---------- 
From: Smiley, Laura A <SmileyLA@state.gov> 
Date: Thu, Apr 26, 2012 at 10:18 AM 
Subject: RE: VAT 
To: Michael Einik <michael.einik@stcu.int> 
 
Dear Mike, 
 
It is true. The U.S. Government, along with EBRD and G8, has serious issues with the new VAT 
exemption process that MinEcon put into place (through a CabMin decree) on Feb 1. 
 
The issue isn’t so much for us whether the new process works, but how it works. Although it 
may be possible for implementers, contractors, and subcontractors to receive VAT exemptions or 
refunds based on the new procedures, we have serious heartburn with the procedures themselves. 
 
The most contentious issue for us is that the procedures result in MinEcon providing an 
eligibility certificate rather than an actual VAT exemption. The outcome is that the risk for 
obtaining actual exemptions shifts from the Government of Ukraine (up front) to the 
contractor/subcontractor (after the work has been completed and there is potential VAT liability). 
This on its own is entirely unacceptable. The responsibility and risk should be entirely with the 
Government of Ukraine as a recipient of technical assistance. 
 
Next, since we are unable to pay VAT on our assistance by law (and most of the G8 is in the 
same boat), we are now bothered by the “what if?” element.  What if a contractor is unable to get 
a VAT exemption on the back end after the work is completed and the money is spent from its 
local tax authority?  Since most of our contracts will tend to state that the U.S. (or U.K. or 
France, etc.) ensures VAT exemption according to our bilateral (or multilateral) agreements, 
does this then lead to a legal issue? Will the USG then be faced with claims from contractors? If 
it comes down to that, we are in a position where we will be forced to pay VAT. Frankly, it’s not 
enough in this case to say, “Well, let’s wait and see.” The risk is too great, if you look at the 
evidence of all the US accredited diplomats who are unable to receive VAT refunds each month 
from the tax authorities because a date was in the incorrect format or because the name on the 
credit card included a middle initial, which the diplomatic card didn’t include. The truth is, once 
the liability exists, the tax authorities have little incentive to work with us. They have quotas, as 
we know. 
 
The next issue is transparency. Without the up-front exemption, we are having to trust that our 
contractors and subcontractors are not paying VAT. We have no way of knowing if they are or 
are not, or if the expense is simply now being passed through to us. One example is a contractor 
that came back and asked for a 20% increase in the contract value – ostensibly because he didn’t 
believe that he’d get an exemption. 
 
Another issue that we have, that you probably won’t be facing, is that we have hundreds of 
existing contracts. The contracts now must be amended, since the VAT exemption procedures 
(or assurances) are provided in such a way that the contractor does not have to do the legwork. 
Now that the administrative burden has shifted, this is a material change to the contract. As such, 
we open ourselves up for renegotiation in each instance. This may not be so difficult for smaller 
grants and contracts, but you can imagine the nightmare we face on Chornobyl, with 400 existing 
contracts that exceed $1.5B! 
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We are working hard with our partners to resolve the issue. We have a draft joint demarche that 
has been tabled, and all G8 countries are working hard to sign off on it before the end of next 
week. Our goal is to: 
-  Roll back the rules to what they were prior to February 1 
-  Increase transparency for MinEcon by providing procurement plans or whatever 
document they need to assuage them about our activities 
-  Change the pre-Feb 1 procedures to push the tax exemption certificate issuance to the 
beneficiary (Min Science, Min Energy, Min Health, etc.) to take the administrative burden off of 
MinEcon, which is what we suspect caused them to want to change the procedures to begin with. 
-  (I’ll note here that, to date, MinFin (over the tax authority) has come out strongly – in 
writing – against the new procedures.) 
  
I am really sorry for this long, long email, but I know you’ll be interested in the deeper reasoning 
behind our push-back, and our plans for the near term. 
 
I plan to be on leave next week, returning to the office on May 10. If you don’t have time today 
or tomorrow morning, I think it would be great for us to get together then. If you have any 
serious issues before then, please call me on my cell phone! 
 
Very respectfully, 
Laura 
 
Laura A. Smiley, Energy Attaché 
Director, Office of the Department of Energy 
U.S. Embassy Kyiv, Ukraine 
Laura.Smiley@nnsa.doe.gov 
Office: +380 (44) 521-5489 / IVG: 788-5489 
Cell: +380 (50) 311-1827 
 
 
 
 
On 1 June 2012 13:56, Smiley, Laura A <SmileyLA@state.gov> wrote: 
Dear Anthony, 
  
There was a new CabMin resolution passed on May 18, with which we have even bigger 
problems than the one that was valid as of Feb 1 (see description below).  Knowing that you had 
a meeting at MEDT, presumably with Mrs. Kucharenko, I’ll go out on a limb and say that the 
lady is not always completely truthful (she’ll tell you that USG is okay with the new regs, tell us 
that EU is okay with the new regs, etc.) 
 
I am meeting with EBRD (Alex Slavis) and EU (Andriy Bandura & Hans Reich) today to 
discuss a path forward. We have informed the GOU, in a joint demarche, that the new system is 
simply not/not supported by the USG and other donors. We have been offered a chance to 
engage with MEDT on a path forward. 
  
Attached, please find draft legislation that would supersede the CabMin resolution. We have 
some basic issues with this draft. Please, feel free to let us know whether it will affect your 
implementation, as well. The more donor organizations who step forward, the more our chance 
of convincing Ukraine to become more in line with international standards regarding technical 
assistance implementation rules. 
 
We should discuss this in more detail as soon as possible. I’m on travel Wednesday next week, 
but most of my other days are relatively calm. 
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Best regards, 
Laura 
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Reporting Period of March 2012
until June 2012

Update on the “Bio-safety and bio- 
security improvement at the 

Ukrainian anti-plague station (UAPS) 
in Simferopol” project

Michel Zayet, DED (European Union), UAPS Update Presentation, GBM Chisinau, 06-2012
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• The overall objective of the EU support is to contribute to the full 
implementation of the Biological and Toxin Weapons Convention 
(BTWC) in Ukraine, which includes prevention of illicit access to 
pathogens by terrorists and other criminals.

This will be achieved by
• (1) securing existing Ukrainian Anti Plague Station facility in 

Simferopol,
• (2) building, within the available budget, a new facility according 

to the Ministry of Health mission for Simferopol and to ensure safety 
according to modern standards and,

• (3) providing adequate training.

Project overall objectives

Michel Zayet, DED (European Union), UAPS Update Presentation, GBM Chisinau, 06-2012
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European Union monitoring mission at the UAPS

Michel Zayet, DED (European Union), UAPS Update Presentation, GBM Chisinau, 06-2012

On 17th to 20th of April 2012, took place an Result 
Oriented Monitoring review of the project. It was 
conducted by International Consultant Mrs. Melita 
Petanovic (on Service Contract for the Results 
Oriented Monitoring System for Implementation of EU 
Projects and Programmes).

During the monitoring visit of the Ukrainian Anti- 
Plague Station, were considered the achieved results 
against planned works for the five STCU regular  
projects.

In the end, Mrs. Melita Petanovich presented her  
preliminary results to the Ukrainian Anti-Plague 
Station management and gave recommendations on 
how to improve the projects implementation.

In addition, took place a meeting with the Representatives of Simferopol’s Municipality, where Mrs. Petanovic raised 
the question of how to accelerate the decision-making process for the allocation of the plot of land for building  the new 
Station facility.
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Preparation of the Tender Documentation for the 
Security Upgrade Works Contract

• April-May Period
• Ukrainian Language
• Deadline for submission of 

tender on 04 June 2012
• Test case for next coming 

UAPS projects-related 
tenders

• VAT Issue

Michel Zayet, DED (European Union), UAPS Update Presentation, GBM Chisinau, 06-2012
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Establishment of working level contacts with 
World Health Organization - Europe

• Visiting Denmark currently in charge of the Presidency of the European 
Union was the occasion to accept the invitation of the Area Coordinator, 
Division of Communicable Diseases, Health Security & Environment / 
International Health Regulations and discuss WHO – UAPS interaction.

Michel Zayet, DED (European Union), UAPS Update Presentation, GBM Chisinau, 06-2012

• The meeting allowed to present the 
scope of the project, to test the 
implementation capacity against the 
identified potential threats, and to see 
what could be done in terms of 
integration of the Station in the 
Surveillance network WHO deployed 
in Europe Region with an aim for a 
possible future twinning with another 
similar type of WHO-accredited 
laboratory. 
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Training for UAPS Specialists at the 
MIHE facilities in Pulawy, Poland

Michel Zayet, DED (European Union), UAPS Update Presentation, GBM Chisinau, 06-2012

• Introduction to Epidemiology / 20 topics of 3 hours each

• Biological Safety and Bio-Security / Lectures 40h.- Practical Exercises 20h.

Biological Threats Identification and Countermeasure Center 
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Tender Evaluation for the Security Upgrade 
Works Contract

• Took place on 5-6 June at STCU 
premises

• 4 Evaluators present 
(UAPS/EU/MIHE/STCU) lack of 
representation from Ministry of Health 
of Ukraine (no reply received to 
invitation)

• Lead to a debriefing to identify 
necessary improvements for future 
similar processes.

Michel Zayet, DED (European Union), UAPS Update Presentation, GBM Chisinau, 06-2012
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Next planned steps:

• 2012 / 02 - Contact Group Meeting – tentatively set for 06-08 August with 
visit of the Sevastopol Maritime Sanitary Inspection Laboratory.

• Signature of the Security Upgrade Works Contract with the recommended 
winner of the STCU 2012-05 Tender Evaluation under project #9800, and 
start of planned improvements to the Station.

• Award of 2,4 Hectares of Land by the Municipality to the ownership of the 
Ministry of Health of Ukraine.

• Meeting with the Minister of Health of Ukraine.
• Preparation of the Tender Documentation for the Concept Design service 

contract
• Meeting with WHO Lyon Office / Validation of Concept Design Planning

Michel Zayet, DED (European Union), UAPS Update Presentation, GBM Chisinau, 06-2012
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Thank you.

For questions or 
comments please email 
michel.zayet@stcu.int

For details on the UAPS 
kindly browse: 
http://antiplaguestat.gov 
.ua/en/

Michel Zayet, DED (European Union), UAPS Update Presentation, GBM Chisinau, 06-2012

mailto:michel.zayet@stcu.int
http://antiplaguestat.gov.ua/en/
http://antiplaguestat.gov.ua/en/


Fact-finding note on ways of closer cooperation between ISTC and STCU 
(DISCUSSION PAPER FOR FUTURE COORDINATION OF ACTIVITIES 

BETWEEN ISTC & STCU) 
 
 

The attached note “Fact-finding Note on Ways of closer Cooperation between ISTC and STCU” 
was jointly prepared by staff of the two centers as a response to directions provided to the ISTC 
and STCU by their respective Governing Boards during meetings in December 2011. 
 
Building on the existing experience in cooperation between the two centers, the 7-page report is 
principally a summary of suggested actions, which if implemented would go a long way to putting 
in place two autonomous organizations operating with near identical administrative and financial 
processes and procedures.  As a result, any future networking scenario involving the two centers 
could be much more easily established on this foundation.   
 
A key part of the report and on which the actions are based is four Appendices that provide a good 
comparison between key activities at both Centers.  Individuals at each Center were tasked to work 
together to compile the information. 
 
The report was initially presented at the STCU Advisory Committee meeting held on 29 March 
2012 and then at the ISTC CEC meeting held on 3 April 2012.  In both cases, the document was 
well received.  At the ISTC CEC meeting, an additional action plan was presented over the short-
medium timeframe and agreement made on various implementing steps already underway and not 
requiring Governing Board approvals.   
 
These actions are summarized in the following table, as well as additional actions planned prior to 
the December Governing Board meetings. 
 
At this stage and as recommended by the CEC and AC, the ISTC and STCU Governing Boards are 
requested to adopt a proposal to reduce the time period for negative concurrence by the Funding 
Parties for partner project proposals from 40 to 30 days.  
 
At the same time both the ISTC and the STCU Boards request the secretariats to develop joint 
proposals - before the next Board meetings - with the aim to promote Scientific and Technological 
support in the field respectively of environmental -  and nuclear forensics in the relevant countries 
of the CIS and Georgia. 
 
Request 
 
The Governing Boards are requested to support the content of the prepared note including time-
frame document and in particular to endorse: 
 
a) the reduction of the time period for the negative concurrence for partner projects from 40 to 30 
days; 
 
b) the development of joint proposals with the aim to promote  Scientific and Technological 
support in the field respectively of  environmental -  and nuclear forensics in the relevant countries 
of the CIS and Georgia before the next Board meetings. 
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ISTC/STCU SYNCHRONIZATION IMPLEMENTATION SCHEDULE 

    
PROCESS TO CHANGE APPROVAL TIMING STATUS    

    
Proposal and Project Processing      
       
7. STCU to eliminate cover sheets ED'S APR/MAY Plan has been put in place to  
      to elliminate with closure of  
      regular projects on Aug.31/12 
       
8. Negative concurrence by Funding Parties for partner  GBM JUN/12 JUN  
proposals at both Centers to be performed within 30 days     Agreed by AC/CEC and on 
(similar to partner approval), versus 40 days now at both 
Centers     Record of Decisions for each  
      Center's Jun GBM 
    
Project Implementation/Management      
       
1. ISTC to move to annual audits performed 
simultaneously by both finance and . ED'S 

MAY/12-
DEC/12 

STCU & ISTC have worked 
together 

technical auditors that are scheduled centrally     and prepared a joint tender for 

      
external Audit for 2012 & 2013 - 
will 

      
be posted on both websites on 
Jun.4/12 

       
2. ISTC and STCU to synchronize authority levels for 
changes in projects in the   ED'S GBM DEC/12 

STCU has changed their policy 
which 

following manner: <$5K = SPM approves, >$5K but 
<$25K = DED approval (plus  CEC/AC   

now conforms to that presented 
(ISTC) 

collaborator approval when available), and >$25K = ED 
approves (plus       
collaborator approval when available)      
       
3. STCU to change procedure for WCE addendums to 
existing projects and  ED'S DEC 

STCU has discussed with 
Azerbaijan,  

incorporate a procedure whereby a letter from an institute 
director is obtained  CEC/AC   

Moldova & Georgia who agree; 
Ukraine 

which states that there are no material changes to the 
project, and thus the      verbally agrees & only written  
project does not require additional HGC.  An FYI letter is then sent to the 
host    confirmation remains 
government, but no need for additional HGC.      
       
4. STCU to change procedures to allow SPMs to approve 
all planned  ED'S MAY/JUN 

STCU changed their policy and 
this is 

project travel     now in effect 
    
Training, Workshops, Commercialization      
       
2. STCU and ISTC agree to regularly circulate a 12 
month plan of trainings &  ED'S APR/MAY 

A process has been put in place at 
both 

events (if not already eliminated as recommended in point 1 above), 
workshops,    

Center's for a continuous joint 
events  
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and commercialization activities so that the Centers can better coordinate 
and    

calendar to be available on a 
weekly basis 

leverage funds on hand; joint implementation when possible; exchange of 
GBM,   

ED's agreed to exchange official 
meeting 

AC, CEC final documents     documents after each meeting 
    
Proposal and Project Processing      
       
9. STCU and ISTC to work together to synchronize the 
project agreements and  GB 

JUL/12-
DEC/13 

ISTC & STCU Project Manager's 
will 

appendices so that there is only one identical project agreement and 
appendices    

continue to meet and discuss 
internally; a 

utilized by both Centers.     
recommended changes will be 
presented  

      to the Dec/12 GB's 
Project Implementation/Management      
       
5. ISTC to change procedures so that all planned project 
purchases go directly ED'S 

JUL/12-
JUL/13 

ISTC & STCU Project Manager's 
will 

 to purchasing department (no need for SPM 
involvement)     

continue to meet and discuss 
internally; a 

      
recommended changes will be 
presented  

6. STCU and ISTC to work together to synchronize the 
technical reporting  ED'S 

JUL/12-
JUL/13 to the Dec/12 GB's 

frequency and reports required so that there are identical reports and 
timings     
    
Finance - Projects      
       
2. ISTC to change days worked procedure from 220 days 
allowed      

ISTC has prepared a GBM55 
decision 

to 250 days allowed 
GB JUN 

note to implement this change as 
of Jul.1/12 

       
    
Administration - Procurement      
       
1. ISTC and STCU to synchronize procurement 
regulations to the following: GB JUN 

ED's agree but ISTC CEC EU 
members 

Below $10,000: Formal price comparisons are not 
required, but the      

need to discuss internally and 
will report 

reasonableness of the price must be considered in 
selecting the vendor.     at ISTC Jun/12 GBM 
Between $10,000 and $25,000: Direct Placement.  Two or more informal     
written quotations shall be obtained for analysis and determination of price     
reasonableness. The CAO may negotiate directly with the 
vendor.      

Between $25,000 and $75,000: Restricted Tender.  At 
least three written       

proposals shall be obtained from a selected list of vendors 
prepared by the      
Administrative Department under a standardized formal 
procedure.  Contracts      
shall be awarded based on an evaluation of the proposals 
by the CAO      
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Between $75,000 and $300,000:  Open Tender.  
Contracts shall be awarded       

based on an evaluation of written proposals after all 
interested candidates are      

given adequate notification (i.e. advertisements in local 
and international      

newspapers) and an equal opportunity to submit 
proposals.  Contracts shall be      
awarded based on a decision of a PAC Committee, with 
final approval      
provided by the Chief Procurement Officer.      
    
Training, Workshops, Commercialization      
       
1. STCU and ISTC to evaluate existing training modules 
and cost effectiveness/  GB Dec.12 

ISTC has prepared an internal 
baseline  

usage of Resource Centers in order to prepare a future recommendation on    
report on existing useage and will 
provide 

applicability to core business/objectives; focus will be on 
commercialization    

a recommendation at the Dec/12 
GBM 

(especially outside of RU and UA)      
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Proposal to Change 40 Day Negative Concurrence to 30 Days For Partner Applications and 
Funded Partner Project Approvals 

 
 
Background:  Current ISTC and STCU Standard Operating Procedures require that the Parties be allowed 
40 calendar days from date of notification to consider applications from organizations to become an ISTC 
partner and the same period of time to review newly funded partner project proposals before they proceed in 
their processing.  If no response is received from the Parties by the end of the 40 days then on the basis of 
negative concurrence approval to proceed is granted. 
 
 
Proposal:  To better facilitate timelier processing and to better harmonize ISTC and STCU procedures the 
ISTC Governing Board is requested to accept that the current 40 day negative concurrence period be 
decreased to 30 days for the review of new partner applications and funded partner projects. 
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Proposed Method for ISTC-STCU Cooperation

ISTC (acting as lead in this example)
•ISTC issues call for proposals (i.e. environmental & 
nuclear forensics) on behalf of funding party (i.e. 
DOE/IPP, DFAIT, etc.).

•Call for proposals allows participation of any ISTC 
and STCU recipient party institutes.

•Project agreements that include both ISTC (i.e. 
Russia) and STCU (i.e. Ukraine) countries handled 
in the following manner:

•ISTC Project Agreement describes work in 
both countries, and in budget tables, all work 
related to Ukraine is sub-contracted to STCU.

•ISTC, as an STCU Partner, signs partner 
agreement with STCU within which all Ukraine- 
related work is performed.  ISTC provides 
funding directly to STCU.

STCU (acting as sub-contractor)
• STCU signs partner agreement with ISTC as 
the Partner.

•STCU administers the Ukrainian tasks of the 
project like any other partner project, reporting 
all results to ISTC.

•Like other STCU partners, ISTC provides 
financing to the STCU and oversees the 
technical progress of the project.

SCIENCE &TECHNOLOGY 
CENTER IN UKRAINEPage 6 of 6



STCU’s New Targeted Initiatives – the process

Western Funding Party (WFP) 
“A” Submits brief outline (1/2 
page) / Project & est. budget to 
WFP “B” and / or “C” for 
consideration 

WFPs B and/or C provide 
feedback to Party A. Party “A” 
notifies STCU of support (if 
any) and tentative budget 
(4 weeks)

STCU organizers small 
workshop with Recipient 
stakeholders (Acad. Science, 
inst directors & recipient 
scientists) to discuss parameters 
of proceeding 
(3-5 weeks)

STCU provides report to WFPs 
on outcome of workshop. 
WFPs give “green-light” to 
STCU to initiate “Call for 
proposals”
(2 weeks)

STCU with Acad. Sci. develop 
schedule for project 
development and obtaining 
Host Government Concurrence 
(2 weeks)

STCU works with Recipient 
scientists / institutes and 
Western stakeholders to develop 
project proposal(s) 
(12-15 weeks)

Project review and 
selection by WFPs 

(12 weeks)

STCU solicits preliminary level 
of interest in Recipient 
Countries / institutes and 
possibility of co-funding 
(2 – 4 weeks)

STCU organizes conference 
call with interested WFPs and 
other western stakeholders to 
establish parameters for 
proceeding 
(1- 2 weeks)



Science and Technology Center in Ukraine

Joint Call for Proposals for 
Fukushima from Chernobyl and 
Radiation Experts in Ukraine, 

Belarus, Russia and Kazakhstan

A Proposal for Joint work 
Between STCU & ISTC

June, 2012

Vic Korsun,  Deputy Executive Director (US)



Initial Activities with Japan

Japanese Fukushima Nuclear Power Plant catastrophe occurred in March, 2011
Chernobyl Accident occurred April, 1986 – almost 25 years apart.

• Exploratory meetings initiated by US DOE GIPP Program.  
• DOE’s Goal was to see if lessons learned and expertise developed during STCU 

projects related to the Chernobyl Accident could help the Japanese with their 
decontamination efforts.

• Meetings/Conferences held in Tokyo and Fukushima in February and March, 2012
• Experts from Ukraine, Belarus, Russia and Kazakhstan were flown to present their 

findings and techniques developed for contamination, and to hear from and meet with 
their scientific counterparts and government officials in Japan.

• More than 50 CIS experts participated.
• More than 200 and 500 Japanese experts attended, respectively, in each of the 

cities.
• High level Japanese officials participated from local communities as well as regional 

and federal officials, including the Japanese Minister of Emergency Situations.



Chernobyl-
Fukushima
Meetings
In Japan



Japanese Experts’ Meetings at STCU 
Kyiv, Ukraine, 9-10 April 2012

Based on crucial points and important items from previous 
ISTC/STCU projects:

• Environmental monitoring: Bio-sphere such as residential area 
and other animals’ habitat, Geo-sphere such as agricultural fields 
/ farm area, forest, fallow land and underground area, Aqua- 
sphere such as river, marsh, groundwater and ocean. 

• Long term radiological data on various consumer products such 
as agricultural products, fisheries (including environmental effects) 
and so on.

• Experiences concerning rehabilitation and decontamination for 
contaminated area, and the effects of these activities.

• Visits to 3 Institutes in Kyiv.



Japanese Experts’ Meeting at STCU 
Kyiv, Ukraine, 9-10 April 2012

For next planned meeting in Japan, experts selected:
• 24 projects for review in Japan,
• Nomination of 8 speakers.



Need decision by Parties for 
funding of Joint Call for Proposals 
related to Fukushima issued by 

STCU & ISTC



Joint Call for Proposals for projects related to 
land decontamination and monitoring related 

to the Fukushima Catastrophe

• During the last CEC meeting at ISTC Japan and the other Parties 
expressed interest in funding such projects. 

• Considering the importance of the experience of Chernobyl Accident 
in Ukraine, a joint call for proposal with STCU is now under 
consideration. 

• Combining the Japanese funding to the ISTC parties (including 
Belarus) and the funding by US DOE and other parties to the ISTC 
and the STCU parties can make such projects possible.

• Such a call for proposal will also be a further example of ISTC- 
STCU cooperation.



Guidelines for Proposal Submissions 
to ISTC and STCU

The Title of this Call is:

(1) “Call for proposals for projects related to land decontamination and 
monitoring in view of the Fukushima Nuclear Power Plant Accident”

(2) Technology areas covered by this call for proposals are:

A) Findings of relevant results of the work in CIS countries related to decontamination 
and rehabilitation of the environmental areas contaminated by nuclides.  For 
example:

– Technologies for decontamination of soils (areas of habitation and farming),

– Technologies for reducing the volume of final disposal generated by 
decontaminating activities.

B) Findings of results of work in CIS countries related to the long-term environmental 
monitoring of radionuclide migration relevant to area around Fukushima.



Project Criteria

• Institutes and companies need to have a proven track record 
(experience) in research and/or technology development in the 
areas of: 
– Decontamination and rehabilitation of the environmental areas 

contaminated by nuclides

– Long-term environmental monitoring of radionuclide migration

• Individual project proposals may not exceed $250,000 USD;

• Participation of a foreign collaborator in the project is required;

• Projects not to exceed 3 years.



Geography

Institutes and companies working in the 
following countries can participate in this 
Call for Proposals:
1) Armenia
2) Azerbaijan
3) Belarus
4) Georgia
5) Kazakhstan

6) Kyrgyzstan
7) Moldova
8) Russia
9) Tajikistan
10) Ukraine



Applicants to submit short-form 
proposals first

• Pre-selection based on the short-form 
proposal will make selecting candidates 
for funding easier and faster. 

• It also provides flexibility in preparing full- 
form proposals for actual funding.



Evaluation

• Evaluation to be carried out by an 
independent Evaluation Committee 
consisting of international experts:

a) The qualitative aspects of the proposals 

b) The financial aspects of the proposals

• ISTC and STCU will jointly decide on the 
recommendations of the Evaluation 
Committee.



Full Proposals

• The selected short-form proposals will be 
developed into full proposals. 

• Positive decisions to prepare a full project 
proposal do not automatically mean that 
the full proposal will be selected for 
funding. 

• Final decision on full proposals would be 
made taking the needs of funding parties 
into consideration. 



2012 Schedule for Proposal 
Preparation and Review Process

• 1 June:  Announcement of Call for Proposals
• 30 June: Deadline for short-form proposals 
• July: Scientific, technical and financial evaluation of 

short-form proposals
• August: Decision on the selection of the short-form 

applications. Request for selected applicants to develop 
full proposals based on existing ISTC/STCU procedures.

• September-October:  Preparation of Full-Form 
proposals by institutes

• November: Funding discussion by ISTC/STCU with 
parties

• Dec. 2012: Expected funding Awards at both GBM’s.



Other Considerations

• Ensure maximum amount of coordination 
between the two Centers and Japan take 
place.  

• Work together with Japanese experts, in 
consultation with other ISTC and STCU 
Governing Party experts, in developing the 
detailed plan, formats, and schedule for 
this Joint Call for Proposal for Fukushima. 



Points to consider:
• Who will evaluate projects?  Selection of 

experts from Parties.
• Who will fund projects:

– In Russia?
– In Belarus?
– In Kazakhstan?
– In Ukraine?
– Elsewhere?



Background



Chernobyl Nuclear Power Plant Accident 
in Ukraine, 26th April, 1986



The Chernobyl NPP shelter “Ukritia” was 
constructed and commissioned 30th Nov. 1986



Chernobyl                                     Fukuhima



Symposiums in Tokyo and Fukushima

“The Experience and Technology of 
Russia, Ukraine, and Other CIS Countries 

on Remediation and Restoration of Environments”

February and March, 2012

Purpose of the Symposiums and Meetings
A.To make technical contributions to the efforts in Japan to cope with the 
aftermath of Fukushima Daiichi Nuclear Power Station accident. 

B.The results of ISTC and STCU research projects related to remediation 
and restoration of radioactive contamination will be presented and discussed 
at the symposium/seminar in Japan.  

C.Unique experiences in contaminated areas of Ukraine, Russia, Ukraine, 
Belarus and Kazakhtan will be shared.

D.Further possibility for cooperation among the participants will be explored 
during the symposium/seminars.



Symposium Participants

• Engineers and Researchers from Ukraine, Belarus, 
Russia, and Kazakhstan

• Participants from ISTC and STCU, DOE and 
International Organizations              (IAEA, 
OECD/NEA) 

• Japanese participants 
– - MOFA, MEXT, MOE, Cabinet Office
– - JAEA, AESJ, NRSA, IAE,
– - Fukushima Prefecture and Local Governments in 

Fukushima
– - Experts on decontamination and remediation (Tokyo)
– - Local Cooperative Associations, Local Resident’ 

Associations 
– - Universities, Schools (Fukushima)



Participants from Ukraine (Feb. 2012)

Name Organization Position e-mail

Dr. Vasyl 
Ioshchenko 

Ukrainian Institute of Agricultural 
Radiology, Ukrainian 

Academy of Agricultural 
Sciences 

Head of 
laboratory

vasyl@uiar.kiev.ua

Dr. Victor Krasnov Institute for safety problems of 
nuclear power plants

Head of nuclear 
& radiation 

safety 
division

v.krasnov@i.ua

Dr. Oleg Nasvit National Institute for Strategic 
Studies under 

the President of Ukraine

Principal Expert nasvit@niss.gov.ua

Dr. Dmytro Bobro State Agency of Ukraine for 
Exclusion Zone Management

First Deputy 
Head

azo@mns.gov.ua

Dr. Yevgeniya 
Doncheva 

CHARITABLE FUND 
“CHORNOBYL HOSTAGES”

Deputy Director doncheva@zt.ukrtel 
.net

Mr. Vic Korsun Science and Technology Center 
in Ukraine

Deputy Director vic.korsun@stcu.int

mailto:vasyl@uiar.kiev.ua
mailto:v.krasnov@i.ua
mailto:nasvit@niss.gov.ua
mailto:E-mail%3Aazo@mns.gov.ua
mailto:doncheva@zt.ukrtel.net
mailto:vic.korsun@stcu.int


STCU projects Related to Chernobyl

1. STCU # 1396 “Scientific and Technical Grounds for Chornobyl NPP Radioactive 
Wastes Disposal in Deep Boreholes Completed in Korostensky Crystalline Massif”

• Ukrainian Scientific-Engineering Centre for Radioenvironmental Studies
2. STCU # 1992 “Experimental Researches Of Resuspension Of The Radionuclides 

During Forest Fires In Chornobyl Zone”

• Ukrainian Institute of Agricultural Radiology (UIAR)
3. STCU # 2704 “Hydrojet-cutting Prototype for Chornobyl NPP”

• Interbranch Research Institute of Mechanics Problems "RITM" of National 
Technical University of Ukraine "Kyiv Polytechnical Institute“

• Detached department Atom-remont-service Chornobyl Nuclear Power Plant 
4. STCU # NN-40 “Application Of Telemedicine Technologies For Monitoring Of Thyroid 

Gland State Of Various Groups Of Patients Suffered From Chornobyl Accident”
• Ukrainian "Intermag" Science and Production Firm
• Ukrainian Research Center for Radiation Medicine (CRM) 4



STCU projects Related to Chernobyl

5. STCU # P003 “Ukrainian-US Scientific Protocol for the Study of Leukemia, 
Lymphoma and Other Hematological Diseases Among Clean Up Workers in Ukraine 
Following Chornobyl Accident”

• Ukrainian Research Center for Radiation Medicine (RCRM)

6. STCU # P004 “Scientific Protocol for the study of thyroid cancer and other thyroid 
disorders in Ukraine following the Chornobyl accident“

• Ukrainian Institute of Endocrinology and Metabolism

7. STCU # P085  “Health effects of Chornobyl accident”
• Ukrainian Research Center for Radiation Medicine

8. STCU # P170 “Experimental Platform in Chornobyl”
• Ukrainian Institute of Geological Sciences (IGS); 2. Ukrainian Institute of Agricultural 

Radiology (UIAR)

9. STCU # 4207 “Long-term prognosis of behavior of the fuel dust in Chrnobyl Shelter”
• Ukrainian Institute of Agricultural Radiology (UIAR NUBiP); 2. Institute for safety 

problems of nuclear power plants (ISP NPP NA) 5



STCU projects Related to Chernobyl
10. STCU # 4129 “Development of technology and prototypes of equipment for the 

electrochemical radiological decontamination of industrial equipment”
• Institute of General and Inorganic Chemistry (IGIC); 
• Specialized Engineering Department and Pilot Plant (SED PP); 
• Institute for Nuclear Research (NRI)

11. STCU # 1993 “Development of scientific fundamentals for the electrochemical 
radioactive decontamination of metal surfaces”

• Vernadsky Institute of General and Inorganic Chemistry; 
• Paton Electric Welding Institute; 
• Institute for Nuclear Research

12. STCU # 808 “The support decision system in agricultural production branch in the 
radiation accident conditions”

• Ukrainian Institute of Agricultural Radiology 

13. STCU # 369 “Comprehensive Risk Assessment of the Consequences of the 
Chomobyl Accident”

• Ukrainian Radiation Training Center 6



STCU Project # P-003 – Joint Study of Leukemia by Research Center 
for Radiation Medicine of Ukraine & U.S. National Cancer Institute

a)  In a nested case-control study in 
a  cohort of 110,645 male cleanup 
workers, the biggest by size and 
collective dose, the leukemia risks 
per Gray of irradiation were 
estimated to be  3,44    (95 % CI 
0,47; 9,78;  p<0,01) that corresponds 
to hibakusha data.

b)  Epidemiological study also 
shows elevated radiation risks of  
chronic lymphocytic leukemia.

c)  The  excess of leukemia was 
recorded for a 20-year period after 
exposure

d)  Epidemiological studies in a 
cohort are continuing together with 
research to understand molecular 
basis of this radiogenic disease.

* Ukrainian-American Study of Leukemia and Related Disorders among Chornobyl Cleanup 
Workers from Ukraine: III. Radiation Risks. A. Romanenko, et al., Rad. Res. (2008) 7



STCU Project # P-004 Thyroid Pathology Study in Ukraine by Institute 
of Endocrinology and Metabolism & U.S. National Cancer Institute

• A prospective large-scale epidemiology and clinico-morphological cohort 
study aimed to reveal different forms of thyroid pathology, first of all thyroid 
cancer, in persons who were born between April 26, 1968, and April 26, 
1986. 

• During 1998-2007 4 biannual screening cycles were implemented. Retrieval 
rate achieved 77%. Total observation period of 74,000 person-years. A 
standardized procedure of clinical examinations included:  thyroid palpation, 
ultrasound examination, blood collection followed by a determination of 
thyroid hormone levels, urinary iodine content test, and, if indicated, fine- 
needle aspiration. Compliance rate for FNA and thyroid surgery was 92% 
and 87% respectively.

• As a result of four cycles of screening examinations, 110 cohort members 
with thyroid cancer have been operated on during 1998-2008.The 
prevalence rate in the first screenings was observed about 3.5 cases per 
1000 examined subjects. 

• In 2009-2011 additionally 22 thyroid cancer cases were detected.  In 2012  
the fifth cycle of screening has been started. 8



STCU and Ukrainian Radiation 
Training Center Published Book

Comprehensive Risk 
Assessment of the 
Consequences of 

the Chornobyl 
Accident

9



Nagasaki University & Ukrainian Research Center 
for Radiation Medicine Published Book Together

Health Effects of the 
Chornobyl Accident 

– A Quarter of 
Century Aftermath

10
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