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Conserving Nature in the
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CAuCAsus

Caucasus”

OUR MISSION

t

he Caucasus is one of the most biologically rich

regions on Earth. Home to an unusually high
number of endemic plant and animal species, it

ranks as one of only 34 biodiversity “hotspots” according

to both Conservation International and WWF.

By providing long-term support and
management assistance for the
protected areas of Armenia,
Azerbaijan and Georgia, CNF seeks
to conserve the unique flora, fauna

Formed by the isthmus between the Black and Caspian
Seas, the Caucasus ecoregion is a biological crossroads
where plant and animal species from Europe, Central Asia,
the Middle East, and North Africa mingle with endemic

and ecosystems of the Caucasus for
future generations while at the same
time improving the lives of local
people today.

species found nowhere else on earth. About the size of
France, the hotspot spans 500,000 square kilometers
including Armenia, Azerbaijan and Georgia, as well as
portions of Russia, Iran and Turkey. Amazingly, this
relatively small area holds multiple climate zones and

OUR VISION
A Caucasus biodiversity hotspot

landscapes from semi-desert to sub-tropical, from alpine

where a rich natural heritage and

meadow to deep forest.

diverse local cultures combine in
harmony, so that the people and
species of the region both thrive.
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GOverNANCe
Sound governance and professional financial management
is a core focus of CNF

BOARD
the CNF Board of directors has ultimate responsibility for CNF’s strategy, grant
program, budgets and finances, and investments. it is made up of two members
appointed by CNF’s founding institutions: Germany’s Ministry of economic Cooperation
and development (BMZ) and WWF Germany. two additional board members have been
elected by the board on the basis of their expertise and qualifications. two specialized
sub-committees, the investment and audit committee ensure additional focus on
governance.

2014 BOARD MEETINGS
the board and its committees held their regularly scheduled
meetings in 2014.

Aside from the core business of reviewing CNF program work,
financial reporting and budgeting, the board addressed a

AuditiNG

number of important subjects, including the following:

•

the revision of the investment guidelines governing the
activities of CNF’s investment managers.

•

A two-year renewal of the executive director’s contract
through 2016.

•

the establishment of CNF’s tbilisi Program Office as a
Georgian entity, the office now counts 2 full-time staff and
manages 1 full time staff in Armenia.

Our annual accounts, which are
summarized in this report, are
audited annually by one of the big
four auditing firms. CNF has an
audit committee comprised of two
board members, which meets
separately once per year with
CNF’s independent
bookkeeper/tax advisor and its
external auditors to discuss issues
relating to financial reporting.

in Armenia, Azerbaijan and
Georgia, KPMG regularly review
the financial accounts of the parks
we support and reports to us on its
findings.
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Board
ChAirWOMAN
eva Witt, director for eastern europe, Caucasus and Central Asia at KfW development Bank
viCe ChAirMAN
Christoph heinrich, executive Officer of Conservation at WWF Germany
treAsurer
ronald Kent*, independent Consultant; former investment Banker
Other MeMeBers
scott dresser, Group General Council, vimpelCom

executive Management
exeCutive direCtOr
david Morrison*
PrOGrAM direCtOr
daniel sepic

advisory Board
Al Breach*, economist, founder and Chairman of uK fund manager Gemsstock Ltd.
Gabriela von habsburg, Former Georgian Ambassador to Germany, sculptor
ian hague, Principal, Firebird Management
Nina hovnanian, President, Nina hovnanian Couture
ted Jonas, Partner, dLA Piper
dr. hartmut Jungius, senior Advisor, WWF-international
eva-Maria Melchers, Businesswoman
Maya Meredova, Former General director of ProCredit Bank-Georgia
Paul rodzianko, CeO, Kavkaz Cement; Chairman, hermitage Museum Foundation
Willard taylor, Professor, New York university Law school; Of Counsel,
sullivan & Cromwell LLP

* investment Committee members
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2014 hiGhLiGhts

Where we worked

IN 2014, CNF suPPorTed:

14
635 thousand hectares
parks

georgIa

our FuNdINg ProvIded:

467 rangers & staff with a living wage
10 horses
9 patrol jeeps
26 refurbished tourist facilities
We reCeived

2 000 000

arMeNIa

use oF FuNds
Administration
Fundraising
Program

eurOs iN NeW FuNdiNG

14%

FrOM GerMANY

6%

80%

azerBaIjaN

We leveraged

60,000

€

of private funding
Lagodekhi
National Park
Georgia

strong People = strong Parks
in 2014 CNF launched a multi-year technical assistance program focusing on intensive training for park
rangers and administrators, long term planning and tourism.
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2014 PrOGrAM
CNF’s program totaled €988,404 in 2014, a 41% increase

•

Launch of a multi-year program to increase

from 2013 (€701,079). Program expenses include, grants to

management effectiveness at the PA and system level.

14 PAs in Armenia, Azerbaijan and Georgia. Our funding

the program represents a substantial increase in

supports core operating costs, including salary

technical assistance, training and planning between

supplements to provide a living wage to rangers, patrol

2014 -2017. Projects effected in 2014 included:

vehicles, essential equipment such as binoculars and

•

creation of two maintenance plans

cameras, and small-scale infrastructure development. 2014

•

support for improved procurement procedures in

projects include:

Georgia and for improvements in the
management and organisational structures at two

•

Commencement of a biodiversity monitoring project

of Armenia’s protected areas.

in Borjomi-Kharaguali focused on bears, lynx, red deer
and chamois. the results of the first phase will be

•

Creation of a tourist shelter and picnic site in

released in 2015, and the program will be expanded

Lagodekhi Protected Areas with support from CNF's

to most of CNF's parks over the medium term.

project partner Cartu Fund.

PrOteCted AreAs suPPOrted
PA/GrANtee

COuNtrY

BiOMe tYPe

ArZAKAN MeGhrAdZOr s

Armenia

temperate mountain forest, open woodlands

diLiJAN NP

Armenia

temperate mountain forest

KhOsrOv FOrest stAte reserve

Armenia

juniper open woodlands, semi-desert steppes

LAKe ArPi NP

Armenia

meadow-steppe, sub-alpine meadow and wetland

ZANGeZur BiOsPhere COMPLex

Armenia

temperate mountain forest, open woodlands

GNishiK COMMuNitY-MANAGed PA

Armenia

mountain semi-deserts, dry open woodlands

shAhdAGh NP

Azerbaijan

temperate mountain forest and alpine

shirvAN NP

Azerbaijan

semi-desert steppe

hirKAN NP

Azerbaijan

forest

BOrJOMi KhArAGAuLi NP

Georgia

temperate mountain forest

LAGOdeKhi PA

Georgia

temperate mountain forest and alpine

MtirALA NP

Georgia

sub-tropical mountain forest

tusheti PA

Georgia

alpine meadow and high mountain forest

vAshLOvANi PA

Georgia

semi-desert steppe
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FINANCIAL REPORT
The following discussion should be read in conjunction with the 2014 audited financial statements
and notes thereto. In the tables in this section, NM means "not meaningful".
Balance Sheet
There follows a summary of our balance sheet.
Summary of Balance Sheet

Assets

Equity & Liabilities

€ 000s / December 31,2014
2013

2014

Fixed Assets:

2013
Equity

Property Plant & Equipment
(office furniture &
equipment)

10

29

Financial Assets (Investment
Securities)

15,408

19,244

Capital

11,508

13,508

Reserves

12,591

12,044
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0

Funds Carried Forwards
Current Assets and Prepaid/
Deferred Items:
Accounts receivable &
other(1)
Cash & Cash Equivalents
Prepaid Expenses and
Deferred Charges
Total Assets

2014

Provisions and Liabilities:
376

582

Miscellaneous Provisions

67

102

8,925

6,216

Conditionally repayable
donations

515

389

1

1

Trade accounts and other

34

28

24,720

26,071

24,720

26,071 Total Equity & Liabilities

(1) Represents accrued interest

On the assets side of the balance sheet, total assets at December 31, 2014 amounted to € 26.1
million, a € 1.4 million increase compared to December 31, 2013.
Financial Assets increased by € 3.8 million to € 19.2 million as the € 2 million donation made by BMZ
in late 2013 was invested over the year. Financial Assets do not include € 4.5 million (€ 3.5 million
at December 31, 2013) of term deposits with Caucasus banks that CNF considers part of its
investment portfolio. Including these amounts, invested assets amounted to € 23.7 million at
December 31, 2014 compared to € 18.9 million at year-end 2013, in line with CNF’s growing assets.
Including term bank deposits, Cash and Cash Equivalents declined by € 2.7 million to € 6.2 million at
December 31, 2014. Excluding term deposits, Cash & Cash Equivalents amounted to € 1.7 million
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and € 5.4 million at year-end 2014 and 2013, respectively. The high level of cash at year-end 2013
reflected the arrival of a new donation from BMZ of € 3 million just prior to year-end 2013 and cash
maintained by the asset managers for opportunistic investments. Cash at year-end 2014 reflected
mainly the arrival of a new donation from BMZ of € 2 million just prior to year-end 2014, a portion of
which had already been invested in a term deposit by year-end.
On the equity and liability side of the balance sheet, capital increased by € 2 million to € 13.5 million
reflecting the year-end 2014 BMZ donation to our endowment. Reserves were down by € 547,000
to € 12 million, reflecting spending of our BMZ sinking fund of € 740,000 offset by additions to our
free reserves from investment income of € 193,000. The balance sheet reduction from spending of
our reserves is reflected as a "below the line" transfer on the income statement.
In 2014 CNF also spent € 134,000 of the UNDP GEF sinking funds. These funds are accounted for
under conditionally repayable donations and this line shows the associated reduction, offset by
interest earned during the year. The amount of the balance sheet reduction in these funds is
reflected in the income statement as part of revenue from donations and grants.
Income Statement
Background
As background for the discussion of CNF's income statement it is important to keep in mind the
different sources and uses of our funds.
•

CNF has a "sinking fund" donated by BMZ that is reflected in reserves; two separate
contributions created a total fund of € 12 million that must be spent by 2030. Of this amount, €
431,000 was disbursed in previous years, € 740,000 was disbursed in 2014 and € 10.83 million
remained in the fund at December 31, 2014. Funds are available for three different purposes—
support for our grant program (originally € 9.5 million) support for CNF’s internal costs of
operating its program in the Caucasus (€ 2 million) and consulting costs to support CNF’ grant
program (€ 0.5 million).

•

There are also sinking funds donated by GEF/UNDP that are reflected in liabilities as
conditionally repayable donations as described above. Two separate contributions created total
funding originally of € 1.2 million that must be spent by 2016. Of this amount, € 857,000 spent in
previous years, € 134,000 was spent in 2014 and € 389,000 remained in the fund at December
31, 2014 (including interest and capital gains which are added back into the sinking funds and
offset some of the spending).

•

In addition, CNF's spending sources include current use income in the form of donations and the
interest and dividend incomes on our investments.

Net Income and Funds Carried Forward
As described in detail below, in 2014, CNF's ordinary income and expense items generated a net loss
of € -551,778. This is because the spending of the BMZ 2030 sinking fund is reflected as a "below the
line" transfer from the reserve even though spent on program grants and expenses. This transfer
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added € 740,091 in revenue, so that 2014 funds available to transfer to free reserves and capital
amounted to € 188,313, and there were zero funds to carry forward.
CNF uses funds from the BMZ 2030 sinking fund to support all categories of its grant and program
expenses, and, as indicated above, disbursed € 740,000 of the sinking fund for these purposes
Most of our expenditures are for the grant and program expenses that are our core mission, but a
smaller portion goes to cover administrative, fundraising and communications costs. In addition,
CNF is still in its growth phase and seeks to take advantage of provisions of the German tax law that
allow a foundation to add to its capital and reserves. In general, we transfer capital gains and
approximately one third of our investment income and 10% of current use income to different
reserves, allowing us to build our capital, protect it against inflation and generate larger investment
income in the future and thereby support the sustainability of our work.
Our expenditures are planned and managed in relation to the funding sources available to us. We
strike a balance between developing our grant program on a sustainable basis and at the same time
adding the maximum permitted funding to capital and reserves, aiming for a zero balance or small
carry forward of available funds to the next year. For as long as we have adequate sinking funds,
we can draw on them to support our program at its current level and achieve a zero balance or small
surplus on our income statement. Our challenge is to develop funding sources that can allow us to
continue spending at even higher levels--and for the long term--as the sinking funds are consumed.
There follows a summary of our income statement.
Income and Expense
2013
Income

2014

% Increase/
Decrease

(amounts in Euro, except %)

Net Investment Income

672,309

615,967

-8%

558,527
1,230,836

338,448
954,415

-39%
-22%

-884,029
-269,559

-1,197,784
-308,408

35%

-1,153,589
77,247

-1,506,192
-551,778

333,845

740,091

122%

Funds Available to Transfer to Reserves and
Transfer to Foundation Capital

411,092
-231,599

188,313
-0

NM

Transfer to Reserves
Funds Carried Forward from Prior Year
Funds Carried Forward

-174,798
0
4,694

-193,007
4,694
0

10%
NM
NM

Revenue from Donations and Grants
Net Revenue
Expenses
Total Program Grants & Expenses
Administrative, Fundraising and Similar Expenses
Total Grant and Other Expenses
Net Income (Loss)
Transfer from 11b Reserve (2030 Sinking Fund)
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14%
31%

Net Revenue
CNF’s net revenue is composed of our Net Investment Income and our Revenue from Donations and
Grants. The following table shows the development of our Net Investment Income.
Net Investment Income
2013

2014

% Increase/
Decrease

(amounts in Euro, except %)
21,070
72,635
345%

Dividends
Interest and Similar Income
Capital Gain and Other Investment Income

520,725
231,600

601,744
76,636

16%
-67%

Total Investment Income

773,395

751,015

-3%

Less Investment Expenses
Net Investment Income

-101,086
672,309

-135,048
615,967

34%
-8%

The 8% decrease in Net Investment Income in 2014 reflects mainly the 67% decline in capital gains
and other investment income. While our investment portfolio gained in value (see Investments
below), fewer capital gains were realized as our investment managers held more of their positions.
Dividend income increased 345% reflecting increased direct investment in equities (as opposed to
equity funds) by our managers, as well as the increasing size of our portfolio. Interest and Similar
Income increased, also reflecting the increasing size of our portfolio partly offset by lower average
interest rates.
Revenue from Donations and Grants contains funds from three sources: the amount of UNDP GEF
sinking funds spent within the period; operating costs grants and service fees; and donations from
corporate and individual donors. The development in revenue from grants and donations is shown
in the following table.
Revenue from Grants and Donations
Donation Type

Donors

Sinking Fund Usage (1)
Operating Costs Grants
and Service Fees
Current Use Donations

UNDP/GEF
CEPF, UNDP/GEF

Amount (EUR)
2013
279,576
46,253

Amount (EUR)
2014
134,391
31,680

% Increase/
Decrease
-52%
-32%

232,698

172,378

-26%

558,527

338,449

-39%

Corporate and
Individual Donors

Total

(1) These sinking funds are reflected under conditionally repayable donations on the balance sheet until they are spent,
when the amount utilized in that year is reflected in revenues on the income statement. The liability of the conditionally
repayable donations is then reduced by the equivalent amount.

Two of our sources of revenues from grants and donations are diminishing. As planned, UNDP GEF
sinking funds and service fees spent within the period declined by 52% and 32%, respectively, as this
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sinking fund is being gradually exhausted and its usage and the related service fee continues to taper
off. Unless an additional sinking fund of the kind obtained from UNDP can be acquired, donations
from corporate and individual donors will be the main item in this revenue source in the future.
These are by nature volatile for a small organization like ours. Current use donations do not reflect
certain donations that do not pass through us but are arranged by us for transfer directly from the
donor to one of our grantees. There were two such donors in 2014.
Expenses
Grant and Project Expenses
The following table shows the development of CNF’s grant and project expenses.
Grant and Project Expenses
% Increase/
Decrease
(amounts in Euro, except %)

Grants(1)
Program Development & Technical Services (2)
Project Management (3)
Total Program Grants & Expenses

2013

2014

-701,079
-124,396
-58,554
-884,029

-988,405
-109,386
-99,994
-1,197,784

(1) Grants for programmatic purposes and external audit costs of such grants.
(2) Mission-related activity with program stakeholders (governments, PAs and donors), e.g. developing program and
program documentation; advising grantees on PA budgets and management; documenting program result/impact.
(3) Ordinary program grants management, contracts administration, including grant funding and reporting, etc.

41%
-12%
71%
35%

In 2014, the CNF grant program increased to € 988,405 following improved uptake of funds in
Georgia and Armenia and expansion of the program in Azerbaijan. Including the in-kind
contributions of two of our donors which leveraged CNF funding, the grant program amounted to €
1.08 million.
Program development, technical service, and project management expenses increased slightly,
although the balance between the two categories shifted. Program Development & Technical
Services expenses decreased by 12% from € 124,396 in 2013 to € 109,386 in 2014. Program
Management increased by 70% from € 58,554 to € 99,994. This is due to the salary of the Program
Director, which was allocated in full to Program Development in 2013 and 2/3 project development
and 1/3 project management in 2014. As there is no local coordinator in Azerbaijan the Program
Director currently manages these grants. Salary allocations are the main component of Program
Development & Technical Services and Project Management expenses. There was also a small
increase in travel costs in 2014. We expect these costs to stabilize over time, with the maturity of
the grant program.
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Administrative and Fundraising Expenses and Ratios
The development of CNF’s Administrative and Similar Expenses and key expense ratios are shown in
the table below.
Administrative and Similar Expenses
2013

2014

% Increase/
Decrease

(amounts in Euro, except %)
-166,826
-214,792

Administrative Expenses
Fundraising and Communication Expenses
Other Operating Expenses
Administrative, Fundraising and Similar Expenses-Administrative Expense/Total (excluding fundraising)
Administrative Expense/Total (including fundraising)
Total New Donations Committed/Fundraising Expense

-72,824
-29,909
-269,559

-92,974
-642
-308,407

15.4%
20.8%
36X

15.2%
20.4%
45X

29%
28%
-98%
14%
NA
NA
NA

2014 Developments
By far the largest component of our administrative expense and fundraising line items reflect salary
allocations of European based staff. Other costs include our Paris office rent, utilities, maintenance,
supplies, audit and bookkeeping services, and similar smaller items. Overall, staff costs were slightly
higher due to temporary leaves for certain CNF staff members and the employment of a member of
staff for a specific project on a fixed term contract. The project was the first steps towards the
creation of a standardized grant management and tracking system, which will be continued in 2015
by existing staff.
Higher administrative expenses (29%) reflect the following: salary effects of the temporary leaves
and the special project; slightly higher professional fees for accounting and bookkeeping due to the
higher volume of transactions; and increased audit fees increased due to the requirement to
complete additional procedures relating to one of our financing agreements. Higher fundraising and
communication expenses (28%) resulted from the production of our promotional film in 2014 as well
our co-sponsoring of a fundraising event in Berlin where we opened the film.
Overall, absent any new special projects, we expect administrative, fundraising and similar expenses
to stabilize in 2015.
CNF monitors various measures of operating efficiency in order to assess efficiency of our program
delivery. In particular, we follow measures of administrative expense efficiency and fundraising
efficiency.
It is difficult to compare efficiency levels across different organizations in the charitable world. We
believe there are two main reasons for this. First, there are a number of different and difficult to
compare operating models and second, there is no clear consensus on cost categories underlying
various cost items such as administrative expenses. CNF believes that the best it can do is to be
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clear and transparent about how it accounts for expenses and the operating ratios that we use. For
a full explanation, please visit our website at: www.caucasus-naturefund.org/about-cnf/documents-publications/

Administrative & Fundraising Efficiency
In 2014, CNF continued its overall trend of satisfactory administrative ratios. Excluding fundraising,
the administrative costs to total expenses ratio decreased slightly (by 0.2%) to 15.2% in 2014;
including fundraising, it decreased by 0.4% to 20.4%.
Admin Expenses (Excl Fundraising)
to Total Costs
35%
30%
25%
20%
15%
10%
5%
0%

Admin Expenses (Incl Fundraising) to
Total Costs
50%
40%
30%
20%
10%
0%

2010

2011

2012

2013

2014

2010

2011

2012

2013

2014

Given our relatively small size, we follow fundraising success on an averaged three year trailing basis.
In the three years ended December 31, 2014, for every Euro spent on development we raised 45
Euros, an increase from the 35X ratio for the three years ended December 31, 2013. This reflects
the addition of € 5 million to the endowment and a sinking fund of € 7 million by BMZ in this period.
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INVESTMENT REPORT
The following table shows the market value* of our investments in our investment portfolios at
December 31, 2013 and 2014, as well as a portion of our cash and cash equivalents managed as part
of our investment portfolio.
December 31,2013
€ 000s
Equities
Equity-related
Alternative Investments

%

December 31, 2014
€ 000s

%

5,510

22.1

6,005

666

2.7

0

0

22.0
0

0

2,294

8.4

10,604

42.5

12,035

44.1

3,222

12.9

4,600

16.9

0

1,001

3.7

Total Equity, Equity-Related
Fixed Income
Emerging Market Term
Real Estate

0

Cash

4,931

19.8

1,362

5.0

Total

24,933

100%

27,297

100%

CNF received major new donations from BMZ/KfW in late December 2013 (€ 3 million) and 2014 (€ 2
million), and the increase in the value of our investment portfolio at December 31, 2014 results from
the new BMZ/KfW donation and investment returns, partially offset by withdrawals from
investments to support our program and operating costs. Most of the new funds in both years were
earmarked for investment and included in the investment portfolio in at December 31, 2013 and
2014 respectively. But at December 31 in each year most of the new funds had not yet been
invested in our different investment asset classes, which is the main reason for the large cash
balances.
CNF’s portfolio remained broadly diversified throughout the year and benefitted from the generally
favorable but quite volatile development in the world capital markets. Our investment returns
reflect principally interest and dividend income, capital gain or loss realized on the sale of securities,
and changes in the market value of our investment portfolio.
Overall, in 2014 we achieved a return on our portfolio of 6.33% compared to 5.1% in 2013.
The substantial majority of CNF's investment assets are now managed by discretionary managers,
one of which has a bond only mandate and the other of which has a diversified mandate.
* As it is market price based, the information in the table does not correlate to our balance sheet information discussed
above. Our financial statements record our investments at purchase price unless they are impaired as described in the
notes to our financial statements. From an investing perspective, of course, we monitor our investments on a market
value rather than a book value basis. Another difference between our assets as reflected in our balance sheet and the
investment information in the table relates to the treatment of fixed term deposits. In our balance sheet they are included
in cash and cash equivalents and not as financial assets, whereas for investment purposes we treat them as investments.
Finally, in our balance sheet, certain cash and liquid investments held for operating purposes are reflected that are not
included in the investment information.
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the Caucasus Nature Fund is a private-law foundation under German law with full legal capacity
and with registered offices in Offenbach am Main, Germany.
taxation Number: 45 250 6779 5

Caucasus Nature Fund
54 rue de Clichy 75009 Paris | France
tel.: +33 (0)1 48 74 31 93 Fax: +33 (0)1 48 74 62 52
contact@caucasus-naturefund.org
www.caucasus-naturefund.org
registered Address: Caucasus Nature Fund c/o dr. sabel & Partner mbB tulpenhofstr. 18 - 63067, Offenbach am Main | Germany

