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INDEPENDEN7 A8DI7O5¶6 5EPO57 
 

To the Governing Board of the Science and Technology Center in Ukraine 

 

Opinion 

We have audited the accompanying financial statements of the Science and Technology Center in Ukraine 
(heUeiQafWeU ³STCU´) Rf Whe accRPSaQ\iQg AQQXaO ReSRUW, Zhich cRPSUiVe: 

x the statement of financial position as at 31 December 2022, 
x the statement of profit or loss and other comprehensive income for the year then ended, 
x the statement of changes in equity for the year then ended, 
x the statement of cash flows for the year then ended, and 
x the notes to the financial statements, which include a summary of significant accounting policies and 

other explanatory notes. 

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the 
STCU as at 31 December 2022, and of its financial performance and its cash flows for the year then ended in 
accordance with International Financial Reporting Standards (IFRSs). 

Basis for Opinion 

We cRQdXcWed RXU aXdiW iQ accRUdaQce ZiWh LaZ Rf UkUaiQe ³OQ AXdiW Rf FiQaQciaO SWaWePeQWV aQd AXdiW 
AcWiYiW\´ aQd IQWeUQaWiRQaO SWaQdaUdV RQ AXdiWiQg (ISAV). OXU UeVSRQVibiOiWieV XQdeU WhRVe OaZ aQd VWaQdaUdV 
aUe fXUWheU deVcUibed iQ Whe AXdiWRU¶V ReVSRQVibilities for the Audit of the Financial Statement section of our 
report. 

We aUe iQdeSeQdeQW Rf Whe STCU iQ accRUdaQce ZiWh IQWeUQaWiRQaO EWhic SWaQdaUdV BRaUd fRU AccRXQWaQWV¶ 
CRde Rf EWhicV fRU PURfeVViRQaO AccRXQWaQWV (³ESBA CRde´) WRgeWheU ZiWh Whe eWhicaO UeTXiUePeQWV WhaW aUe 
relevant to our audit of the financial statement in Ukraine, and we have fulfilled our other ethical responsibilities 
in accordance with these requirements and the ESBA Code. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
opinion. 

Responsibilities of Management for the Financial Statement 

Management is responsible for the preparation and fair presentation of the financial statement in accordance 
with IFRS, and for such internal control as management determines is necessary to enable the preparation of 
financial statement that are free from material misstatement, whether due to fraud or error.  

IQ SUeSaUiQg Whe fiQaQciaO VWaWePeQW, PaQagePeQW iV UeVSRQVibOe fRU aVVeVViQg Whe STCU¶V abiOiW\ WR cRQWiQXe 
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern 
basis of accounting unless management either intends to liquidate the STCU or to cease operations, or has 
no realistic alternative but to do so. 

AXdiWRU¶V ReVSRnVibiliWieV fRU Whe AXdiW Rf Whe Financial SWaWemenW 

Our objectives are to obtain reasonable assurance about whether the financial statement as a whole are free 
fURP PaWeUiaO PiVVWaWePeQW, ZheWheU dXe WR fUaXd RU eUURU, aQd WR iVVXe aQ aXdiWRU¶V UeSRUW WhaW iQcOXdeV RXU 
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 
accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from 
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be 
expected to influence the economic decisions of users taken on the basis of this financial statement.  
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Overview of the Science and Technology Center in Ukraine (STCU) 

The Science and Technology Center in Ukraine (STCU or Center) is an intergovernmental organization 
dedicated to non-proliferation 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 
THFKQRORJ\ CHQWHU LQ UNUaLQH RQ 25 OFWREHU 1993 (UHIHUUHG WR aV ³WKH STCU aJUHHPHQW´). TKH EXURSHaQ 
Union acceded to the STCU agreement on 26 November 1998 and in so doing, replaced Sweden as a party to 
the STCU agreement. Canada withdrew from the Agreement to establish the STCU in 2013 and their unutilised 
funds were returned in 2014. 

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 Governing Board. 

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 Mykhailo Braychevsky Street Kyiv 03057. During 
the financial year STCU had international staff of 23 (2021 ± 23) full time scientific, financial and 
administrative experts. 

Political and Economic Situation in Ukraine 

TKH PaMRU SaUW RI STCU¶V aFWLYLWLHV WaNHV SOaFH LQ UNUaLQH ZKHUH LWV KHaGTXaUWHUV aUH VLWXaWHG aQG WKH PaMRULW\ 
of its financial operations are conducted from Kyiv therefore the political and economic situation in Ukraine 
has a bearing on these activities. Similarly the political and economic situation within the other countries of 
WKH GUAM UHJLRQ KaYH LQIOXHQFH RQ WKH CHQWHU¶V RSHUaWLRQV. SORZ HFRQRPLF JURZWK IURP a ORZ EaVH, 
dependence on continued support from the international community, particularly the IMF, and structural 
constraints carried forward from the command economies of prior years continue to disrupt development and 
create an unpredictable and potentially unstable environment in which STCU operates. In the case of Ukraine 
this development continues to be further hindered by the ongoing conflict in the east of the country which 
shows no sign of being brought to a peaceful conclusion in the foreseeable future.  

STCU has no operations in any of the currently disputed territories in any of its member countries. Those 
FRXQWULHV LQ ZKLFK STCU RSHUaWHV aUH SaUW RI WKH EXURSHaQ UQLRQ¶V NHLJKERXUKRRG RHJLRQ aQG WKHUHIRUH 
STCU¶V RSHUaWLRQV aUH LQWULQVLFaOO\ ZUaSSHG XS ZLth the need for and willingness to provide development aid 
WR WKRVH FRXQWULHV. FXUWKHU STCU¶V PLVVLRQ UHOaWHG WR WKH QRQ-proliferation of technologies and expertise 
related to weapons of mass destruction is dependent on the perceived risks and the continued need to mitigate 
those risks. 

WKLOVW PaQaJHPHQW EHOLHYHV LW LV WaNLQJ aSSURSULaWH PHaVXUHV WR VXSSRUW WKH VXVWaLQaELOLW\ RI WKH STCU¶V 
operations in the current circumstances, a continuation of the current unstable environment could negatively 
aIIHFW WKH STCU¶V UHVXOWV aQG ILQaQFLaO SRsition in a manner not currently determinable. These financial 
VWaWHPHQWV UHIOHFW PaQaJHPHQW¶V FXUUHQW aVVHVVPHQW RI WKH LPSaFW RI WKH HFRQRPLF aQG SROLWLFaO HQYLURQPHQW 
in Ukraine and the wider region in which the Center operates, on the operations and the financial position of 
WKH STCU. TKH IXWXUH HFRQRPLF aQG SROLWLFaO HQYLURQPHQW Pa\ GLIIHU IURP PaQaJHPHQW¶V aVVHVVPHQW.  

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) taking into consideration the departure from International Accounting Standard (IAS) 16 
relating to Property, plant and equipment as explained in the policy for Property and equipment. 
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These financial statements were approved by the management of the STCU on 5 December 2023 The 
Governing Board of the Science and Technology Center in Ukraine will approve the financial statements at 
the next Governing Board meeting and have the power to amend the financial statements after issue or request 
the preparation of new financial statements. 

Adoption of new and revised standards and interpretations 

In general, accounting policies are consistent with those applied in the previous reporting year. Some new 
standards and interpretations have become mandatory beginning on or after January 01, 2022.  

Amendments to IAS 16 Property, Plant and Equipment - Proceeds before Intended Use 

Amendments to IAS 16 prohibit entities to deduct from the historical cost of an item of property, plant and 
equipment any proceeds from the sale of products manufactured during the delivery of such item to the location 
and bringing it into condition required for its operation in a manner determined by the management. Instead, 
the entity should recognize proceeds from the sale of such products, as well as the cost of their production, in 
profit or loss.  

Amendments to IAS 37 Provisions, Contingent Liabilities and Contingent Assets — Onerous Contracts — 
Cost of Fulfilling a Contract   

Amendments to IAS 37 clarify which costs an entity should consider when assessing whether a contract is 
onerous or unprofitable. According to the amendments, costs directly related to the contract for the provision 
of goods or services should be considered, which include both additional costs for the performance of this 
contract and allocated costs directly related to the performance of the contract. General and administrative 
expenses not directly related to the contract are excluded, except when they are clearly subject to 
reimbursement by the counterparty under the contract.  

Annual Improvements to IFRS (2018-2020 cycle)   

Amendments to IFRS 1 First-time Adoption of International Financial Reporting Standards - Subsidiary as a 
First-time Adopter 

According to these amendments, subsidiaries, associates and joint ventures have the right to measure 
accumulated exchange rate differences using the amounts reflected in the parent company's financial 
statements, based on the date of the parent company's transition to IFRS.  

Amendments to IFRS 9 Financial Instruments - FeeV in Whe µ10 SeU cenW¶ TeVW foU DeUecogniWion of Financial 
Liabilities 

These amendments clarify what amounts of fees an entity takes into account when assessing whether the terms 
of a new or modified financial liability differ significantly from the terms of the initial financial liability. Such 
amounts include only fees paid or received between the borrower (the reporting entity) and the lender, 
including fees paid or received by the lender or borrower on behalf of the other party.  

Amendments to IAS 41 Agriculture - Taxation in Fair Value Measurements  

These amendments eliminate the requirement to exclude from the calculation of cash flows the amounts related 
to taxation when measuring the fair value of assets falling to the scope of IAS 41.  

Amendments to IFRS 16 Leases - Amendment to Illustrative Example 
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The illustration of a lessor's reimbursement of leasehold improvements is removed from the Illustrative 
Example 13, accompanying this standard, in order to eliminate any disagreement about the interpretation of 
lease incentives that might arise due to the way how they are illustrated in this example. 

These amendments did not affect the Organization's financial statements. 

Functional and Presentation Currency, Foreign Currency Transactions 

The U.S. dollar is the functional currency for the STCU. Accordingly, these financial statements have been 
prepared using U.S. dollars as the presentation currency. Use of the U.S. dollar best reflects the economic 
substance of the transactions and circumstances of the STCU. 

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, 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.  

The net revaluation (losses)/gains principally relate to amounts contributed or receivable 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. Revaluation gains or losses are recognized in Administrative operating budget 
expenditure. Effect of revaluation of Funding Parties capital accounts held in a source currency other than 
USD is reflected through other comprehensive income.  

Foreign currency risk is managed as set out in the Note 15. 

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. 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 amounts 
of USD received. 

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. 

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 
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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, which is subsequently covered by either 
transfers from Undesignated Capital Contributions Accounts or direct disbursement by the Funding 
Parties. 

Project Expenditure 

Project costs consist of four main components: grants to scientists, technical services, 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.  

Based on the project agreement the STCU temporarily retains the payment of 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. The overhead 
retainage is recognized as part of amounts payable ± projects. 

When a project has been completed or terminated, any funds committed in excess of actual costs are 
FUHGLWHG EaFN WR WKH UHOHYaQW FXQGLQJ PaUWLHV¶ UQGHVLJQaWHG CaSLWaO CRQWULEXWLRQV AFFRXQW LQ WKH VaPH 
proportion as the initial contributions from the Funding Parties. 

Revenues 

IFRS 15, which was adopted by the STCU in 2018, deals with revenue recognition and establishes principles 
for reporting useful information to users of financial statements about the nature, amount, timing and 
uncertainty of revenue and cash flows arising fURP aQ HQWLW\¶V FRQWUaFWV ZLWK FXVWRPHUV. An entity applies a 
five-step model to determine when to recognise revenue, and at what amount. The model specifies that revenue 
should be recognised when (or as) an entity transfers control of goods or services to a customer at the amount 
to which the entity expects to be entitled. Depending on whether certain criteria are met, revenue is recognised: 

� over time, in a manner that depicts the HQWLW\¶V performance; or 

� at a point in time, when control of the goods or services is transferred to the customer. 

A performance obligation is a promise to deliver a good or provide a service (or a series of distinct goods 
or services that are substantially the same and that have the same pattern of transfer to the customer). 
Additionally, it is provided that an asset will be recognised for the incremental costs of obtaining a 
contract with a customer if they are expected to be recovered.The current practices applied by the STCU 
imply that there are no contract costs to be capitalized.  

IFRS 15 also establishes the principles that an entity shall apply to provide qualitative and quantitative 
disclosures which provide useful information to users of financial statements about the nature, amount, 
timing, and uncertainty of revenue and cash flows arising from a contract with a customer. 

TKH VSHFLILF aFFRXQWLQJ SROLFLHV IRU WKH STCU¶V PaLQ W\SHV RI UHYHQXH aUH H[SOaLQHG EHORZ. 

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 expensed during the year. These revenues 
are transferred from the Funding Parties Designated Capital Accounts for Projects to the Statement of 
Revenues and Expenditure. 
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PURMHFW RHYHQXHV GR QRW aULVH IURP FRQWUaFWV ZLWK FXVWRPHUV ZKHUH a µFXVWRPHU¶ LV a SaUW\ WKaW KaV 
FRQWUaFWHG ZLWK aQ HQWLW\ WR REWaLQ JRRGV RU VHUYLFHV WKaW aUH aQ RXWSXW RI WKH HQWLWL\¶V RUGLQaU\ aFWLYLW\. 
Therefore, revenue recognition model under IFRS 15 is not applicable for the project revenues 
recognised by the STCU.  

Partner Fees  

Partner projects may be charged a fee of between 5% and 15% of the total project cost for the services 
provided by the STCU to administer the project. Revenues from partner fees meet the defition of the 
contracts with customers as stipulated under IFRS 15. Revenues from partner fees derived from contracts 
with customers are recognised based on compliance with performance obligations with customers. 
Partner fees reflect the transfer of services to funding parties at an amount that reflects the consideration 
to which the STCU expects to be entitled in exchange for such services. Predominatly, the STCU 
administers the project over two or more financial periods; therefore, partner fees are recognized in the 
Statement of Revenues and Expenditure proportionally to the recognised expenses incurred during the 
reporting period. Any excess partner fees received are deferred on the balance sheet until corresponding 
costs are incurred and recognized as contract liabilities. 

The surplus partner fees are allocated to the Undesignated Capital Contributions Accounts of the United 
States and the European Union in the same ratio as their Administrative Revenues contributions. 

Interest income 

Interest earned on Funding Party bank accounts is recognized in the Statement of Revenues and 
Expenditure as finance income in line with effective interest rate method. 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 and the European Union in the same ratio as their Administrative Revenues contributions. 
Interest earned on administrative and supplemental bank accounts is allocated to the Undesignated 
Capital Contributions Accounts of the United States and the European Union in the same ratio as their 
Administrative Revenues contributions. 

Agent vs. Principal 

The STCU has performed assessment over principal vs agent presentation under IFRS 15. The Center 
has concluded that it acts as a principal.The STCU obtains control of a service performed by recipient 
institutes and directs this service by administering the projects and holds primary responsibility for 
fulfilling the specified service to the Funding parties. During the project administration the STCU has 
discretion in selecting suppliers and agreing on the prices paid.   

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 Governing Board for the Administrative Operating Budget for 
the year. The budget is set and agreed at meetings of the Governing Board in the previous financial year. 
The agreed budgeted amounts are transferred from the Designated Capital Accounts for Administrative 
Expenses of the United States and the European Union. Such income does not meet the defition of 
revenue from contracts with customers as per IFRS 15.  

Administrative Expenses are charged to the Statement of Revenues and Expenditure when incurred and 
are matched against the Administrative Revenues for the year. 
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Any surplus/(deficit) Administrative Revenues arising during the year are re-allocated to the 
Undesignated Capital Contributions Accounts of the United States and the European Union in the same 
ratio as the Administrative Revenues contributions. 

Supplemental Budget 

Supplemental Budgets are approved by the Governing Board 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 
RI VXFK EXGJHWV aSSURYHG aUH FUHGLWHG WR WKH UHOHYaQW FXQGLQJ PaUWLHV¶ DHVLJQaWHG CaSLWaO AFFRXQWV IRU 
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 to the Statement 
RI RHYHQXHV aQG E[SHQGLWXUH IURP WKH FXQGLQJ PaUWLHV¶ DHVLJQaWHG CaSLWaO AFFRXQWV IRU SXSSOHPHQWaO 
Budgets. Such income does not meet the defition of revenue from contracts with customers as per IFRS 
15. 

Prepayments 

Prepayments include prepaid expense related to projects and to administrative and supplemental activities. 
STCU recognises prepayments upon cash transfer for which the underlying asset will not be consumed until a 
future period. When the asset is eventually consumed, it is charged to expense.  

Recognition of accruals 

Accruals are established when it is certain that a past event has given rise to a present obligation (accrued 
liabilities) or present right (contract assets), but there is uncertainty about the amount payable or receivable. 
The estimate of the amount of a liability or asset requires management judgment in the selection of a proper 
calculation model and the specific assumptions related to the particular exposure.  

Property and Equipment 

PURSHUW\ aQG HTXLSPHQW aUH aFTXLUHG HLWKHU IRU WKH STCU¶V RZQ XVH RU IRU WKH SURMHFWV aQG FRPSULVHV RI WKH 
following: 

Center 

Property and equipment acquired by the STCU for administrative operations consist of office furniture 
and equipment, including computer hardware and software and communications devices. All 
commitments and expenditures for administrative equipment are made LQ aFFRUGaQFH ZLWK WKH BRaUG¶V 
approved annual budget. The cost of the STCU equipment is charged to the Statement of Revenues and 
Expenditure when acquired.  

Project Equipment 

Under the terms of the individual project agreements signed, title to equipment costing less than USD 
2,500 is vested with the recipient institutes upon acquisition.  The title to all other equipment provided 
to projects will remain with the STCU 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 STCU informs the project 
of its intention to retain title. 

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. 
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IAS 16 ³PURSHUW\, POaQW aQG ETXLSPHQW´ UHTXLUHV QRQ-current assets to be capitalized and depreciated over 
their useful economic lives. Due to the project-EaVHG QaWXUH RI STCU¶V RSHUaWLRQV, PaQaJHPHQW EHOLHYHV WKH 
application of these requirements would result in improper matching between the revenues contributed by the 
Funding Parties with the related expenses, and, accordingly conflict with the fair presentation objective of 
these financial statements. As a result, non-current assets acquired for use by participating institutes as part of 
the projects are charged to the Statement of Revenues and Expenditure upon acquisition.  

Based on the management assessment, the average useful life of such non-current assets is 5 years. Total 
purchases of non-current assets over the last years were as follows: 

 2022 
 USD 
2018 1,230,720 
2019 1,485,402 
2020 2,184,857 
2021 2,988,408 
2022 1,879,149 
 9,768,536 

Grantee Benefits 

All individuals providing services to the STCU as part of their employment agreements are considered 
grantees. Short term grantees benefits, including staff grants, bonuses, vacations and other benefits are included 
in expenses on an accrual basis. The STCU has no obligations to pay further contributions relating to grantee 
services in respect to payroll taxes and any pensions on the retirement of grantees. 

Taxation 

Under the terms of the agreement establishing the STCU and also the Statute approved by the Governing 
Board, 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 only 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. Project items purchased abroad by the STCU and imported into Ukraine, Georgia, Uzbekistan, 
Moldova, and Azerbaijan are exempt from VAT and import duties. Certain projects have been registered with 
the respective Ministry of Economy as development aid projects and are exempt from VAT on purchases 
within Ukraine and Moldova. 

Financial Assets  

The STCU uses only non-derivative financial instruments as part of its normal operations. These financial 
assets include bank accounts, certificates of deposit, and receivables. All financial assets are accounted for at 
amortized cost. 

A financial asset is measured at amortized cost if the following two conditions are met:  

� the assets is held within a business model whose objective is to hold assets in order to collect 
contractual cash flows; and  
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� its contractual terms give rise, on specified dates, to cash flows that are solely payments of principal   

and interest on the principal outstanding. 

Under IFRS 9, loss allowances are measured on either of the following bases: 

� 12-month ECLs: these are ECLs that result from possible default events within the 12 months after the 
reporting date; and  

� Lifetime ECLs: these are ECLs that result from all possible default events over the expected life of a 
financial instrument. 

Initial recognition and measurement 

Financial assets include trade and other receivables and cash and cash equivalents. Similarly to the past practice 
all financial assets held by the STCU are classified as instuments at amortized cost under IFRS 9. The Center 
determines the classification of its financial assets at initial recognition. All financial assets held by the Center 
are recognised initially at fair value plus directly attributable transaction costs.  

Subsequent measurement 

Subsequent to initial recognition loans and receivables are measured at amortized cost using the effective 
interest method, less any impairment losses. The effective interest rate is the rate that exactly discounts the 
estimated future cash payments and receipts through the expected life of the financial asset. When calculating 
the effective interest rate, STCU estimates future cash flows considering all contractual terms of the financial 
instruments.  

Derecognition 

STCU derecognizes a financial asset when the contractual rights to the cash flows from the asset expire, or it 
transfers the rights to receive the contractual cash flows on the financial asset in a transaction in which 
substantially all the risks and rewards of ownership of the financial asset are transferred. Any interest in 
transferred financial assets that is created or retained by STCU is recognized as a separate asset or liability.   

Impairment of financial assets 

The STCU assesses at each reporting date whether there is any objective evidence that a financial asset or a 
group of financial assets is impaired. Trade and other receivables are recognised as balance sheet assets against 
capital contribution. Thus, loss given default (LGD) for trade and other receivables is equal to zero. 
Subsequently, expected credit loss (ECL) (ECL = PD * LGD * EAD where PD the probability of default and 
EAD the exposure at default) is also equal to zero. The STCU recognises doubtful debt impairment allowances 
based on an individual management assessment of the recoverability of each receivable. Given the nature of 
the STCU funding providers, at the reporting date there was no direct exposure to potential impairment to be 
recognized in the Statement of Financial Position.  

Given the short term nature the impact on cash and cash equivalents is assessed as not significant. Therefore, 
no significant additional disclosures included in financial statements as allowed under IAS 1.31. 

Credit risk exposures are summarized in Note 15 and Fair values are calculated as set out in Note 16. 

Financial liabilities 

For financial liabilities, IFRS 9 brings no changes to classification and measurement except for liabilities 
designated at fair value through profit or loss whereby the changes in own credit risks are recognised in other 
comprehensive income. 

Initial recognition and measurement 

The STCU¶V ILQaQFLaO OLaELOLWLHV Lnclude trade and other payables. 
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Financial liabilities within the scope of IFRS 9 are classified as financial liabilities at amortised cost. The 
STCU determines the classification of its financial liabilities at initial recognition. 

All financial liabilities are recognised initially at fair value plus directly attributable transaction costs.  

Subsequent measurement 

After initial recognition, trade and other payables are subsequently measured at amortised cost using the 
effective interest rate method. Gains and losses are recognised in the Statement of Revenues and Expenditure 
when the liabilities are derecognised as well as through the effective interest rate method (EIR) amortisation 
process.  

Amortised cost is calculated by taking into account any discount or premium on acquisition and fee or costs 
that are an integral part of the EIR. 

Derecognition 

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or 
expires. 

When an existing financial liability is replaced by another from the same lender on substantially different 
terms, or the terms of an existing liability are substantially modified, such an exchange or modification is 
treated as a derecognition of the original liability and the recognition of a new liability, and the difference in 
the respective carrying amounts is recognised in the Statement of Revenues and Expenditure. 

Offsetting of financial instruments 

Financial assets and financial liabilities are offset and the net amount reported in the Statement of Financial 
Position if, and only if, there is a currently enforceable legal right to offset the recognised amounts and there 
is an intention to settle on a net basis, or to realise the assets and settle the liabilities simultaneously. 

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. 

Lease 

IFRS 16, which was adopted by the STCU in 2019, supersedes IAS 17 Leases and related interpretations. The 
Standard eliminates the dual accounting model for lessees and instead requires entities to bring most leases 
on-balance sheet under a single model, eliminating the distinction between operating and finance leases.  

Under IFRS 16, a contract is, or contains, a lease if it conveys the right to control the use of an identified asset 
for a period of time in exchange for consideration. For such contracts, the new model requires a lessee to 
recognise a right-of-use asset and a lease liability. The right-of-use asset is depreciated and the liability accrues 
interest. This will result in a front-loaded pattern of expense for most leases, even when the lessee pays constant 
annual rentals.  

The new Standard introduces a number of limited scope exceptions for lessees which include: 

­ leases with a lease term of 12 months or less and containing no purchase options, and 

­ OHaVHV ZKHUH WKH XQGHUO\LQJ aVVHW KaV a ORZ YaOXH (µVPaOO-WLFNHW¶ OHaVHV). 

Under the STCU Agreement, the Government of Ukraine is required to provide at its own expense a facility 
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for use by the Center. The arrangement for the current facility has been authorized by the Government of 
Ukraine until December 31, 2030. Under IFRS 16 Leases, the Center should recognise in its balance sheet 
assets and liabilities relating to use of the premises at the fair value of the rent, utility and security benefits.  

AW WKH VaPH WLPH, XQGHU IAS 20 µGRYHUQPHQW JUaQWV¶, JUaQWHG XVH RI WKH IaFLOLW\ PHHWV WKH GHILQLWLRQ RI WKH 
government grant which should be recognised in the Statement of Revenues and Expenditure on a systematic 
basis throughout the arrangment period, and LPSOLHV WKH QHHG WR UHFRJQLVH LQ STCU¶V EaOaQFH VKHHW aVVHWV aQG 
liabilities at the fair value of the grant.  

IAS 20 µGRYHUQPHQW JUaQWV¶ SHUPLWV QHW SUHVHQWaWLRQ RI WKH JRYHUQPHQW JUaQWV UHOaWHG WR aVVHWV. TKHUHIRUH, 
EaOaQFH VKHHW aVVHWV aQG OLaELOLWLHV aULVLQJ IURP IFRS 16 LPSOHPHQWaWLRQ aQG IURP IAS 20 µGRYHUQPHQW JUaQWV¶ 
is equal, having zero effect in the Statement of Financial Position. 

Capital Management 

TKH FaSLWaO RI WKH STCU LV UHSUHVHQWHG E\ WKH QHW aVVHWV aWWULEXWaEOH WR FXQGLQJ PaUWLHV. TKH STCU¶V REMHFWLYHV 
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. 

Designated capital contribution  

Projects represent amounts committed on signed projects net of project expenses incurred to date. 

Undesignated capital contributions 

Undesignated capital contributions are amounts paid or committed by the funding parties which have not yet 
been designated for the operating budget or project purposes, or are funding party revenues in excess any 
surplus/(deficit) of Administrative Revenues. 

When projects are signed and annual budgets are approved, an appropriation is made between the designated 
and undesignated capital contributions account. 

Use of Estimates and Judgments 

The preparation of financial statements in conformity with IFRSs requires management to make judgments, 
estimates and assumption that affect the application of policies and reported amounts of assets and liabilities, 
income and expenses. Although these estLPaWHV aUH EaVHG RQ PaQaJHPHQW¶V EHVW NQRZOHGJH RI FXUUHQW HYHQWV 
and actions, actual results ultimately may differ from those estimates. 

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates 
are recognised in the period, in which the estimate is revised if the revision affects only that period, or in the 
period of the revision and future periods if the revision affects both current and future periods.  

Key management judgements:  

Accounting policy applied to Property and equipment: Please refer to accounting policy applied to Property 
and equipment, as described above. 

Key sources of estimation uncertainty: 

Valuation of account receivables: There are a number of significant risks and uncertainties inherent in the 
process of monitoring financial assets and determining if impairment exists. These risks and uncertainties 
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LQFOXGH WKH ULVN WKaW STCU¶V aVVHVVPHQW RI IXQGLQJ SaUW\¶V RU ERUURZHU¶V aELOLW\ WR PHHW aOO RI LWV FRQWUaFWXaO 
obligations will change based on changes in the credit characteristics or that the risk that the economic outlook 
will be worse than expected or have more of an impact on the counterparty than anticipated.  

Receivables are valued according to the principle of prudence and recognized at amount due less allowances 
for doubtful loans and receivables considering expected credit losses.  

Doubtful debt allowances are recognized based on an individual management assessment of the recoverability 
of each receivable. Given the nature of the STCU funding providers, at the reporting date there was no direct 
exposure to potential impairment to be recognized in the Statement of Revenues and Expenditure. Credit risk 
exposures are summarized in Note 15 and Fair values are calculated as set out in Note 16. 

Recognition of accruals as noted above. 
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   2022  2021  
  Note USD  USD  
Revenues     
      
 Project Revenue  8,591,808  10,707,564 
 Administrative Revenue     
 - Administrative Operating Budget  766,500  773,000 
 - Supplemental Budget  775,800  640,621 
 Partner Fees  318,812  441,753 
 Finance Income  84,549  2,490 
   10,537,469  12,565,428 
      
Expenditure      
      
 Project Expenditure 1 8,591,808  10,707,564 
 Administrative Expenditure     
 - Administrative Operating Budget 2 774,853  634,352 
 - Supplemental Budget 2 775,800  640,621 
   10,142,461  11,982,537 
      
Net Surplus 3 395,008  582,891 
 
Other Comprehensive Result 

    

     
Revaluation result of capital contributions  (1,209,069)  (1,375,891) 

 
Net Surplus and Other Comprehensive Result 

  
(814,061) 

  
(793,000) 

 
There are no recognised gains or losses other than the results for the year as set out above. 
 
Accompanying summary of accounting policies, as set out on pages 3± 13 and notes, as set out on pages 
19 ± 33, form an integral part of these financial statements. 
 
 



SCIENCE AND TECHNOLOGY CENTER IN UKRAINE 

STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2022 

Page 15 

2022 2021 
Note USD USD 

Non – Current Assets 

Receivables 
Amounts due from Funding Parties 4 3,373,717 4,492,517 

3,373,717 4,492,517 

Current Assets 

Receivables 
Amounts due from Funding Parties 4 12,030,052 10,209,324 
Other Receivables 5 17,756 27,506 

Prepayments  6 4,356 4,322 
Cash and Cash Equivalents 7 26,050,546 30,462,676 

38,102,710 40,703,828 

Non – Current Liabilities 

Amounts Payable ± Projects 8 (97,470) (193,195) 
Contract Liabilities (377,748) (169,409) 

(475,218) (362,604) 

Current Liabilities 

Amounts Payable ± Projects 8 (1,194,070) (2,153,796) 
Amounts Payable ± Non-project (105,108) (103,504) 
Contract Liabilities (405,578) (629,375) 

(1,704,756) (2,886,675) 
Total Assets less Liabilities 39,296,453 41,947,066 

Capital Contributions 

Designated Capital ± Projects 9 26,004,415 27,568,418 
Designated Capital ± Administration 10 827,500 766,500 
Designated Capital ± Supplemental 11 1,252,584 1,103,923 
Undesignated Capital 12 11,211,954 12,508,225 

39,296,453 41,947,066 

Accompanying summary of accounting policies, as set out on pages 3 ± 13 and notes, as set out on pages 
19 ± 33, form an integral part of these financial statements. 

Signed on behalf of The Science and Technology Center in Ukraine 5 December 2023 

Curtis M. Bjelajac 
Executive Director 

Anthony Nichol 
Chief Financial Officer 
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  2022  2021 
 Note USD  USD 

Cash Flows from Operations     
     

Cash Inflows     
     

Net Cash Received from Funding Parties 13 7,465,543  17,597,464 
  0  0 
Partner Fees Received  303,354  656,529 
  0  0 
Interest Received   84,549  2,490 
  0  0 
Total Cash Inflows  7,853,446  18,256,483 
     
Cash Outflows     
     
Project Expenditure  (9,647,259)  (9,840,358) 
     
Administrative and Supplemental Expenditure  (1,539,333)  (1,328,132) 
     
Total Cash Outflows  (11,186,592)  (11,168,490) 
     
Net Cash(Outflows) / Inflows from Operations  (3,333,146)  7,087,993 
     
Net Revaluation losses  (1,078,984)  (804,687) 
     
Cash and Cash Equivalents at 1 January  30,462,676  24,179,370 
     
Cash and Cash Equivalents at 31 December 7 26,050,546  30,462,676 
 
 
Accompanying summary of accounting policies, as set out on pages 3 ± 13 and notes, as set out on pages 
19 ± 33, form an integral part of these financial statements. 
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 Designated 
Capital 

Contributions 
– Projects 

(Note 9) 

Designated 
Capital 

Contributions – 
Administrative 

(Note 10) 

Designated 
Capital 

Contributions – 
Supplemental 

(Note 11) 

Undesignated 
Capital 

Contributions 
(Note 12) 

Total 

 USD USD USD USD USD 

Balance at 1 January 2022 as previously reported 27,971,833 766,500 1,103,923 12,508,225 42,350,481 
Prior year adjustment Note 20 (403,415) - - - (403,415) 
Balance at 1 January 2022 as restated 27,568,418 766,500 1,103,923 12,508,225 41,947,066 
Advances Received from Funding Parties - - - 1,588,896 1,588,896 
Budgets Approved 9,247,015 827,500 1,239,118 - 11,313,633 

Surplus of supplemental budget transferred to Undesignated 
Capital Contributions - - (132,534) 132,534 - 
Adjustments for Closed Projects (526,831) - - 137,069 

 
(389,762) 

Transfers from Advances Received to offset the amounts due & 
Designated Capital Contributions - - - (3,565,317) (3,565,317) 
Adjustments for Closed Projects to offset the amounts due  (476,625) - - - (476,625) 
Refunds to Funding Parties - - - (173,269) (173,269) 
Transfers to Statement of Revenues and Expenditure (8,591,808) (766,500) (775,800) - (10,134,108) 
Projects developed from supplemental budget 121,626 - (121,626) - - 
Allocation of Net Surplus - - - 395,008 395,008 
Revaluation Result of Capital Contributions (1,337,380) - (60,497) 188,808 (1,209,069) 

Balance at 31 December 2022 26,004,415 827,500 1,252,584 11,211,954 39,296,453 
 
Accompanying summary of accounting policies, as set out on pages 3 ± 13 and notes, as set out on pages 19 ± 33, form an integral part of these financial statements. 
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 Designated 
Capital 

Contributions 
– Projects 

(Note 9) 

Designated 
Capital 

Contributions – 
Administrative 

(Note 10) 

Designated 
Capital 

Contributions – 
Supplemental 

(Note 11) 

Undesignated 
Capital 

Contributions 
(Note 12) 

Total 

 USD USD USD USD USD 

Balance at 1 January 2021 16,495,218 773,000 1,088,792 11,600,719 29,957,729 
Advances Received from Funding Parties - - - 3,480,263 3,480,263 
Budgets Approved 23,053,495 766,500 1,048,394 - 24,868,389 

Surplus of supplemental budget transferred to Undesignated 
Capital Contributions - - (52,326) 52,326 - 
Adjustments for Closed Projects (50,660) - - 50,660 - 
Transfers from Advances Received to offset the amounts due & 
Designated Capital Contributions - - - (3,516,050) (3,516,050) 
Adjustments for Closed Projects to offset the amounts due  (289,285) - - - (289,285) 
Funds Receivable from Funding Parties - - - 359,997 359,997 
Transfers to Statement of Revenues and Expenditure (10,304,149) (773,000) (640,621) - (11,717,770) 
Projects developed from supplemental budget 293,028 - (293,028) - - 
Allocation of Net Surplus - - - 582,891 582,891 
Revaluation Result of Capital Contributions (1,225,814) - (47,288) (102,581) (1,375,683) 

Balance at 31 December 2021 27,971,833 766,500 1,103,923 12,508,225 42,350,481 
 
Accompanying summary of accounting policies, as set out on pages 3 ± 13 and notes, as set out on pages 19 ± 33, form an integral part of these financial statements. 
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1. Project Expenditure 

Amounts charged to the Statement of Revenues and Expenditure: USD 
2022 8,591,808 
2021 10,707,564 
2020 8,465,965 
2019 12,353,894 
2018 10,014,785 
2017 8,068,637 
2016 12,579,870 
2015 9,383,840 
2014 11,723,405 
2013 12,969,568 
2012 14,919,329 
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 0 
Cumulative Project Costs incurred to 31 December 2022 322,274,819 

Project expenditure comprises of grants to scientists, equipment costs, travel costs and overhead costs. 

2. Administrative Expenditure 

 2022  2021 
 USD  USD 
a) Administrative Operating Budget    
Business Operations 62,213  30,337 
Public Affairs 1,619  691 
Personnel 403,776  386,202 
Personnel Support and Development 79,269  65,202 
Legal, Auditing and Banking 73,648  77,143 
Property and Equipment 20,104  17,799 
Net Foreign Exchange Losses 105,352  31,724 
Headquarters and Branch Offices 28,872  25,254 
 774,853  634,352 
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2. Administrative Expenditure (continued) 

Personnel costs comprise grants made to the grantees in the STCU headquarters and four regional 
offices located in 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. In 2022 the estimated fair value of the annual rent, 
utility and security benefit is USD 36,691 (2021 ± USD 51,426). Annual rent expense is estimated to 
be USD 31,534 which is equal to annual depreciation charge of right-of-use assets and interest expense 
on lease liabilities. 
 
 2022  2021 
 USD  USD 
b) Supplemental Budget    
Patent Support 4,498  12,310 
Technical Collaboration 26,982  - 
Travel and Mobility Support 122,601  47,013 
Seminars/Workshops Support 245,470  133,856 
Service Contracts (Key management remuneration) 375,342  390,568 
Partner Promotion and Support 907  56,874 
 775,800  640,621 

3. Net Surplus Revenues over Expenditure 

The net surplus comprises the following: 

 2022  2021 
 USD  USD 
    

Surplus Administrative Budget (Expenses) / Revenues (8,353)  138,648 
Finance Income 84,549  2,490 
Partner Fees 318,812  441,753 

 395,008  582,891 

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. Amounts Due from Funding Parties – Due within One Year 

 2022  2021 
 USD  USD 
    
US 257,240  405,437 
European Union 8,286,447  5,307,166 
Partners 3,486,365  4,496,721 
 12,030,052  10,209,324 

 Amounts Due from Funding Parties – Due after One Year 

 2022  2021 
 USD  USD 
    
European Union 1,312,762  2,011,444 
Partners 2,060,955  2,481,073 
 3,373,717  4,492,517 
    
Total due from Funding Parties 15,403,769  14,701,841 

5. Other Receivables 

 2022  2021 
 USD  USD 
    
VAT Recoverable 3,944  2,216 
Other Receivables 13,812  25,290 
 17,756  27,506 

6. Prepayments  

 2022  2021 
 USD  USD 
    
Prepayments - Administrative Budget and Supplemental Budget 4,356  4,322 
 4,356  4,322 
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7. Cash and Cash Equivalents 

 2022  2021 
 USD  USD 
    
Cash on Hand 244  129 
Non-interest Bearing Accounts 4,884,008  19,890,474 
Short-term Deposits 21,166,294  10,572,073 
 26,050,546  30,462,676 

Interest bearing cash and cash equivalents are placed in foreign banks. Currently the Center receives no 
interest on its US dollar and Euro bank balances. Interest received is on Ukrainian Hryvnia balances 
held in a Ukrainian bank. 

8. Amounts Payable – Projects 

Non-current Liabilities 

 2022  2021 
 USD  USD 
    
Vendor Payable and accruals -  23,995 
Overhead Retainage 97,470  169,200 
 97,470  193,195 

Current Liabilities 

 2022  2021 
 USD  USD 
    
Grants Payable 461,420  973,645 
Vendor Payable and accruals 251,050  859,497 
Overhead Payable 185,278  160,584 
Overhead Retainage 296,322  160,070 
 1,194,070  2,153,796 
    
Total Accounts Payable - Projects 1,291,540  2,346,991 

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.  
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9. Designated Capital Contributions – Projects 

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

 United States European 
Union 

Partners Total 

 USD USD USD USD 
Balance at 1 January 2021 - 4,977,224 11,517,994 16,495,218 
New Projects Signed During 2021 - 14,370,368 8,976,155 23,346,523 
Adjustment for Closed Projects - (30,609) (309,336)  (339,945) 
Transfer to Statement of Revenues and Expenditure     
Expenditure Incurred on Projects in 2021 - (2,772,733) (7,531,416) (10,304,149) 
Revaluation of Project Agreements - (897,888) (327,926) (1,225,814)  
Balance at 1 January 2022 as previously reported - 15,646,362 12,325,471 27,971,833 
Prior year adjustment Note 20 - (403,415) - 

 
(403,415) 

Balance at 1 January 2022 as restated - 15,242,947 12,325,471 27,568,418 
New Projects Signed During 2022 - 4,297,396 5,071,245 9,368,641 
Adjustment for Closed Projects - (505,451) (498,005) (1,003,456) 
Transfer to Statement of Revenues and Expenditure     
Expenditure Incurred on Projects in 2022 - (3,612,213) (4,979,595) (8,591,808) 
Revaluation of Project Agreements - (1,129,243) (208,137) (1,337,380) 
Balance at 31 December 2022 - 14,293,436 11,710,979 26,004,415 

 



SCIENCE AND TECHNOLOGY CENTER IN UKRAINE 
 
NOTES TO THE FINANCIAL STATEMENTS 
 
 

 
Page 24 

 

10. Designated Capital Contributions – Administration 

 United States European 
Union 

Total 

 USD USD USD 

Balance at 1 January 2021 86,731 686,269 773,000 
Transfer to Statement of Revenues and Expenditure (86,731) (686,269) (773,000) 
Administrative Budget 2022 84,008 682,492 766,500 
Balance at1 January 2022 84,008 682,492 766,500 
Transfer to Statement of Revenues and Expenditure (84,008) (682,492) (766,500) 
Administrative Budget 2023 90,694 736,806 827,500 
Balance at 31 December 2022 90,694 736,806 827,500 
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11. Designated Capital Contributions – Supplemental  

 United States European 
Union 

Partners Total 

 USD USD USD USD 

Balance at 1 January 2021 108,900 885,547 94,345 1,088,792 
Supplemental Budgets Approved 341,456 609,322 97,616 1,048,394 
Transfer to Undesignated Capital Contributions (158) (52,168) - (52,326) 
Transfer to Statement of Revenues and Expenditure (220,198) (332,203) (88,220) (640,621) 
Projects developed from supplemental budget activities - (293,028) - (293,028) 
Adjustment for Revaluation - (47,288) - (47,288) 
Balance at 1 January 2022 230,000 770,182 103,741 1,103,923 
Supplemental Budgets Approved 230,000 739,322 269,796 

 
1,239,118 

Transfer to Undesignated Capital Contributions (2,573) (88,134) (41,827) (132,534) 
Transfer to Statement of Revenues and Expenditure (227,427) (275,353) (273,020) (775,800) 
Projects developed from supplemental budget activities - (121,626) - (121,626) 
Adjustment for Revaluation - (60,497) - (60,497) 
Balance at 31 December 2022 230,000 963,894 58,690 1,252,584 
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12. Undesignated Capital Contributions 

 United States European Union Partners Total 
 USD USD USD USD 

Balance at 1 January 2022 - 1,125,408 11,382,817 12,508,225 
Advances Received from Funding Parties 351,324 950,271 287,301 1,588,896 
Transfer of result of Closed Projects - 11,533 125,536 137,069 
Transfer from Designated Capital ± Supplemental Budget 2,573 88,134 41,827 132,534 
Transfer to Designated Capital for Signed Projects - - (1,682,000) (1,682,000) 
Transfer to Designated Capital ± Supplemental Budget (230,000) (739,322) (86,495) (1,055,817) 
Transfer to Designated Capital - Administrative Budget (90,694) (736,806) - (827,500) 
Refund to Funding Parties - (6,423) (166,846) (173,269) 
Allocation of Surplus Income for 2022 41,144 353,864 - 395,008 
Adjustment for Revaluation - 186,995 1,813 188,808 
Balance at 31 December 2022 74,347 1,233,654 9,903,953 11,211,954 

Although the funding parties have not indicated their commitments to provide future financing beyond the balances LQFOXGHG LQ UQGHVLJQaWHG CaSLWaO CRQWULEXWLRQV, STCU¶V 
management is of the opinion that the Center has sufficient funding for its current operations in the foreseeable future. 



SCIENCE AND TECHNOLOGY CENTER IN UKRAINE 
 
NOTES TO THE FINANCIAL STATEMENTS 
 
 

 
Page 27 

 

12. Undesignated Capital Contributions (continued) 

 United States European Union Partners Total 
 USD USD USD USD 

Balance at 1 January 2021 - 1,371,967 10,228,752 11,600,719 
Advances Received from Funding Parties - 1,359,084 2,121,179 3,480,263 
Transfer of result of Closed Projects - 30,255 20,405 50,660 
Transfer from Designated Capital ± Supplemental Budget 158 52,168 - 52,326 
Transfer to Designated Capital for Signed Projects - (840,000) (921,403) (1,761,403) 
Transfer to Designated Capital ± Supplemental Budget (341,456) (609,322) (37,369) (988,147) 
Transfer to Designated Capital - Administrative Budget (84,008) (682,492) - (766,500) 
Receivable from Funding Parties 359,997 - - 359,997 
Allocation of Surplus Income for 2021 65,309 517,582 - 582,891 
Adjustment for Revaluation - (73,834) (28,747) (102,581) 
Balance at 31 December 2021 - 1,125,408 11,382,817 12,508,225 
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13. Net Cash Received from Funding Parties 

 2022  2021 
 USD  USD 
    
Partners 4,614,498  8,027,023 
European Union 2,351,524  9,570,441 
United States 499,521  - 
 7,465,543  17,597,464 

14. Financial Commitments 

a) Science and Technology Center in Ukraine 

No material commitments existed at 31 December 2022 (2021 - None). 

b) Funding Parties 

Despite a slow down in 2020 due to the worldwide pandemic the program and funding 
expansion continues from the European Union and from the United States Government 
Partners, including a record year in funding of USD 23,346,523 provided in 2021. 2022 saw 
another slow down in funding USD 9,368,641but this was more than likely a result of 
uncertainty caused by the invasion of Ukraine by the Russian Federation on 24 February 2022. 
As a result of or possibly despite the Russian Federation invasion in 2022, in the first nine 
months of 2023 the Center signed USD 30,677,276 in new project funding, with a project 
pipeline that will see the STCU sign projects in 2023 in excess of the 2021 record year. 

15. Financial Risks 

TKH STCU¶V ILQaQFLaO LQVWUXPHQWV FRPSULVH: 

CaVK, OLTXLG UHVRXUFHV aQG UHFHLYaEOHV aQG Sa\aEOHV WKaW aULVH GLUHFWO\ IURP WKH STCU¶V 
operations: 

 2022  2021 
 USD  USD 
    
Financial Assets    

Amounts due from Funding Parties 15,403,769  14,701,841 
Prepayments 4,356  4,322 
Cash and Cash Equivalents 26,050,546  30,462,676 

    
Financial Liabilities    

Amounts Payable 1,396,648  2,450,495 
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15. Financial Risks (continued) 

TKH PaLQ ULVNV aULVLQJ IURP WKH STCU¶V ILQaQFLaO LQVWUXPHQWV aUH OLTXLGLW\ ULVN, FUHGLW ULVN, aQG 
foreign currency risk. The STCU management reviews and agrees policies for managing each of 
these risks and they are summarised below. 

a) Liquidity Risk 

Liquidity risk is the risk that the STCU will encounter difficulty in meeting the obligations 
associated with its financial liabilities that are settled by delivering cash or another financial 
aVVHW. STCU¶V aSSURaFK WR PaQaJLQJ OLTXLGLW\ LV WR HQVXUH, aV Iar as possible, that it will always 
have sufficient liquidity to meet its liabilities when due, under both normal and stressed 
conditions, without incurring unacceptable losses, and maintain net working capital surplus.The 
STCU¶V aVVHWV FRPSULVH PaLQO\ RI 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 2022 the 
maximum credit risk represented by the net amount of receivables due from Funding Parties 
and the related Designated Capital Contributions received was USD 480,911 (2021 ± USD 
559,688). 

The ageing of accounts receivable due from Funding Parties at the reporting date is as follows: 

 2022  2021 
 USD  USD 
    
 Not past due  6,888,677  13,529,471 
 Past due < 1 year 7,751,480  996,670 
 Past due > 1 year 763,612  175,700 
 15,403,769  14,701,841 

Amounts past due include funds receivable under contracts without set payment dates before 
the project completion but not fully settled in the reporting year. The STCU expects to receive 
all amounts due in due course and as such has made no impairment allowance against these 
receivables. As of 31 December 2022 there is no evidence of past lossess and any subsequent 
write off through Undesignated Capital Contributions.  

Additionally, under the terms of project agreements concluded between the STCU and the 
respective recipient institutes, project costs for a given period of time may not be claimed by a 
recipient institute if it has received project reimbursements from other funding sources for the 
same period of time. In case the project condition is breached, the STCU may ultimately 
terminate the project and demand the return of all payments and goods previously provided. An 
institute's potential failure to return the funds and goods creates additional credit risk exposure 
to the STCU. Recipient institutes' compliance with the above contractual condition cannot be 
readily verified as no related effective controls or supporting records can be implemented at the 
STCU as relevant accounting records of the recipient institutes are not readily available. 
Nevertheless, such risk of potential reimbursed cost claims is considered remote by the STCU. 
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15. Financial Risks (continued) 

c) Foreign Currency Risk 

TKH STCU¶V LQFRPH aQG H[SHQGLWXUH aQG QHW aVVHWV FRXOG EH aIIHFWHG E\ FXUUHQF\ WUaQVOaWLRQ 
PRYHPHQW aV VRPH RI WKH STCU¶V aVVHWV aQG UHYHQXHV aUH GHQRPLQaWHG LQ FXUUHQFLHV RWKHU WKaQ 
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: 

 2022 
 Amounts 

receivable 
prepayments 

 
Cash and cash 

equivalents 

 
Amounts 

payable 
 USD USD USD 
    
Euros 11,715,534 7,336,778 746,608 
Ukrainian Hryvnia - 133,946 19,262 
Other - 4,533 - 
 11,715,534 7,475,257 765,870 
 2021 
 Amounts 

receivable 
 

Cash and cash 
equivalents 

 
Amounts 

payable 
 USD USD USD 
    
Euros 9,710,533  10,868,985 571,897 
Ukrainian Hryvnia 2,946 128,417 410 
Other 0 5,777 - 
 9,713,479 11,003,179 572,307 

The following table details the effect on the Net Surplus and Other Comprehensive Result at 
31 December 2022 from a 10% change in US dollar exchange rates against the exposed 
currencies listed above, with all other variables held constant. 

 2022 2021 
  

Effect on  
Net Surplus  

Effect on Other 
Comprehensive 

Result 

Effect on  
Net 

Surplus  

Effect on Other 
Comprehensive 

Result 
 USD USD USD USD 
USD strengthening by 10% against:   
Euros 8,524 (1,672,679) 121,047 (1,939,922) 
Ukrainian Hryvnia (10,426) - (11,905) - 
Other (412) - (525) - 
 (2,314) (1,672,679) 108,617 (1,939,922) 
USD weakening by 10% against  
Euros (10,418) 2,044,385 (147,947) 2,371,016 
Ukrainian Hryvnia 12,743 - 14,550 - 
Other 504 - 642 - 
 2,829 2,044,385 (132,755) 2,371,016 
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15. Financial Risks (continued) 

c) Foreign Currency Risk (continued) 

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. 

During 2022 there has been a gradual weakening of the Euroagainst the Dollar by 
approximately 5.75% from $1.13257 :¼1 to $1.06772: ¼1. This has required a corresponding 
revaluation of the capital contributions. These notional losses are reflected through Other 
Comprehensive Income (see Accounting Policies on pages 4 and 5). 

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: 

    
2022 

 
2021 

 Location Credit rating USD USD 
     
BNP Paribas Belgium A-1* 25,826,051 30,252,225 
OTP Bank Ukraine A-2* 158,562 151,001 
Bank of Georgia Georgia BB- 27,793 30,509 
Other Various No rating 38,140 28,941 
   26,050,546 30,462,676 

* Standard & Poor's Short term Counterparty Credit Rating 

** Fitch Long-Term Foreign and Local Currency Issuer Default Rating 

Management does not consider the risk exposure suffered as a result of this concentration of 
assets to be significant. The cash funds placed with credit institutions in Ukraine are current 
accounts in nature and are used for everyday operations only. 

16. Fair Values 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement date in the principal market 
or, in its absence, the most advantageous market to which STCU has access at that date. The 
fair value of a liability reflects its non-performance risk. 

When measuring the fair value of an asset or a liability, STCU uses market observable data as 
far as possible. Fair values are categorised into different levels in a fair value hierarchy based 
on the inputs used in the valuation techniques as follows: 

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities. 

Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset or 
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices). 

Level 3: inputs for the asset or liability that are not based on observable market data 
(unobservable inputs). 
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16. Fair Values(continued) 

If the inputs used to measure the fair value of an asset or a liability might be categorised in 
different levels of the fair value hierarchy, the fair value measurement is categorised in its 
entirety in the same level of the fair value hierarchy as the lowest level input that is significant 
to the entire measurement. 

STCU recognizes transfers between levels of the fair value hierarchy at the end of the reporting 
period during which the change has occurred.  

The STCU has performed an assessment of its financial instruments, as required by IFRS 7 
Financial Instruments: Disclosures, to determine whether it is practicable within the constraints 
of timeliness and cost to determine their fair values with sufficient reliability. The estimated 
fair values of all financial assets and liabilities are calculated using discounted cash flow 
techniques based on estimated future cash flows and discount rates for a similar instrument at 
the reporting date and are classified in Level 3 of fair value hierarchy.  

Due to the mostly short-term nature of the STCU financial assets and liabilities and minimal 
prevailing funds placement interest rates, the estimated fair values of all financial instruments 
of the STCU do not differ materially from their carrying amounts as at 31 December 2022 and 
2021. 

17. Related Parties 

Other than the parties to the agreement (The United States, Ukraine and the European Union), 
there are no related parties (2021 - None). All transactions with related parties have been 
XQGHUWaNHQ RQ aUP¶V OHQJWK WHUPV aQG aUH GLVFORVHG ZLWKLQ FaSLWaO FRQWULEXWLRQV PRYHPHQWV. 

18. Contingent Liabilities 

There are no contingent liabilities to report in 2022 (2021 ± None). 

19. Post Balance Sheet Events 

On 24 February 2022 the Russians invaded Ukraine starting a war which is still ongoing at the 
date of approval of the financial statements. The war may have severe effects on the operations 
of STCU delaying the implementation of projects and possibly curtailing projects. In the event 
of projects having to be terminated the capital will be returned to the funding party or partner. 
STCU is in a position to return the capital to the funding parties and partners as required. As at 
the date of signature of these financial statements there have been three early terminations of 
projects; two during 2022 with unused balance of USD 112,723 and one since the year end with 
an unused balance of USD 167,333. Management have been able to continue to operate the 
CHQWHU GHVSLWH WKH FRQVWUaLQWV WKHVH HYHQWV KaYH SOaFHG RQ WKH STCU¶V RSHUaWLRQV. 

STCU has determined that this event is a non-adjusting subsequent event. Accordingly, the 
financial position and results of operations as of and for the year ended 31 December 2022 have 
not been adjusted to reflect their impact. The duration and impact of the Russian invasion, as 
well as the effectiveness of Ukrainian government responses, remains unclear at this time. It is 
not possible to reliably estimate the duration and severity of these consequences, as well as their 
impact on the financial position and results of the STCU for future periods.  However, as at the 
date of signature of these financial statements the STCU has been able to continue to be 
operational. 
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20. Prior Year Adjustment 

The financial statements have been restated to incorporate the impact of the omission of 
accounts payable for project exepnditure. The change has resulted in no change to net surplus 
for the year ended 31 December 2021. 

Summary of the prior year accounting impact  
 
   USD 
    
Increase in Accounts Payable   403,415 
Decrease in Designated Capital Contributions Projects   (403,415) 
Decrease in Project Income    (403,415) 
Decrease in Project Expenditure   (403,415) 
 


