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Justification for the Decision to Liquidate

the Institute for Democracy in Eastern Europe Foundation of Warsaw, Poland
(hereinafter referred to as Fundacja IDEE
)

On November 14, 2002, pursuant to Paragraph 24 of the Bylaws of Fundacja IDEE, the founder and president of Fundacja IDEE resolved to liquidate Fundacja IDEE.

The decision to liquidate Fundacja IDEE was made due to depletion of financial resources and other assets without which it became impossible to continue the activities defined in Fundacja IDEE’s Bylaws.

The resolution to liquidate Fundacja IDEE was preceded by a declaration of no confidence in Fundacja IDEE’s Management Board, namely Management Board director Malgorzata Naimska and Management Board member Urszula Doroszewska, which took place on September 15, 2002; subsequent dismissal of the Management Board, composed of the above-named persons, as of October 17, 2002; and by appointment of Mrs. Irena Zofia Romaszewska to perform the duties of the Management Board.

The resolution to dismiss the previous Management Board was predicated on many months of unsuccessful attempts, undertaken by Fundacja IDEE’s president, to change way in which the president and the Management Board cooperated with each other so that the manner of such cooperation would be in compliance with the foundation’s Bylaws.

In late October and early November of 2001, Fundacja IDEE’s Management Board presented Fundacja IDEE’s president with a draft amendment to the foundation’s Bylaws and mission statement.  Because the proposed new mission and plans significantly diverged from Fundacja IDEE’s original spirit and traditions, it was decided that Mrs. Malgorzata Naimska and Mrs. Urszula Doroszewska would establish a new foundation under a different name and use it to carry out their own objectives—or they can continue to operate within Fundacja IDEE while carrying out the objectives specified in the Bylaws of Fundacja IDEE.

At the same time, the director of Fundacja IDEE Management Board was obliged to provide the president of Fundacja IDEE with a financial report, a report on program activities, and a list of grants received, including photocopies of grant documents, covering the period from 2000 until 2002.

After addressing Fundacja IDEE Management Board with multiple reminders regarding the aforementioned obligations of the Management Board and finding that such reminders proved ineffectual, Fundacja IDEE’s president concluded that, as of October 16, 2002, papers submitted theretofore by the Management Board did not constitute the performance report which the Management was required to submit; however, Fundacja IDEE president also noted that the said papers indicated that Fundacja IDEE was burdened by significant debts owed to its creditors, employees, the Social Insurance Agency
 and the tax-collecting government Treasury offices.

Under the circumstances, Fundacja IDEE president resolved to:

· dismiss incumbent members of Fundacja IDEE Management Board as of October 17, 2002;

· oblige the newly appointed Management Board, consisting of Mrs. Irena Zofia Romaszewska, to conduct a review of the state of affairs at Fundacja IDEE; and

· appoint Mrs. Malgorzata Naumann, Counselor at Law, and Mr. Pawel Piekarczyk as plenipotentiaries of Fundacja IDEE president, tasked with performing work related to the of the Management Board in cooperation with the new Management Board.

Initial financial reviewing work, performed by October 30, 2002, revealed that Fundacja IDEE’s financial obligations, incurred by its Management Board up until October 17, 2002, amounted to 101,897.91 Polish zlotys
 [$25,474] and 6,859.98 U.S. dollars
, which could not be covered by assets and cash being at the disposal of Fundacja IDEE; moreover, the initial financial review indicated that the amount of Fundacja IDEE’s liabilities was still rising due to terms of agreements which imposed continuous obligations on Fundacja IDEE, as well as interest on debts and penalties for failing to make payments on time.

Further financial review activities revealed that various grants, which the previous Management Board agreed to administer but which were either unfinished or unaccounted for, resulted in additional liabilities of Fundacja IDEE.  The amount of such liabilities shall be determined after the grantors in question receive notice of Fundacja IDEE’s financial condition and file any financial claims against Fundacja IDEE.

The financial review also revealed a series of irregularities in the way the previous Management Board conducted activities defined in Fundacja IDEE’s Bylaws, including:

· improper management of Fundacja IDEE’s assets;

· paying honoraria to grantors;

· unjustified hiring of employees; and

· cases of filing untrue reports on implementation of grants obtained by Fundacja IDEE.

After Fundacja IDEE’s assets were inventoried and the foundation’s total liabilities were determined, Fundacja IDEE’s president, upon consultation with the foundation’s Management Board, resolved to suspend the operations of the foundation’s offices as of October 25, 2002; and on October 31, 2002, caused the lease agreement for the foundation’s offices to be revoked and employment contracts with all of the foundation’s employees to be terminated.

Fundacja IDEE president attempted to arrive at an agreement with Mrs. Naimska and Mrs. Doroszewska with regard to the conditions of termination of Fundacja IDEE’s activities and with regard to finding an amicable way to define the scope, form and deadlines for satisfying financial obligations incurred by the Management Board under Mrs. Naimska and Mrs. Doroszewska’s administration up until October 17, 2002.  However, first of all, Mrs. Naimska and Mrs. Doroszewska expressed their willingness to satisfy only a portion of liabilities incurred by them on behalf of Fundacja IDEE; second, the two former Management Board members demanded such conditions which would make it impossible to end Fundacja IDEE’s operations without leaving some financial obligations unmet; and, third, they did not offer any constructive proposals regarding the conditions of liquidation of Fundacja IDEE; therefore, the foundation’s president decided to withdraw her previous amicable offer of conditions upon which the foundation was to be liquidated.  The final decision of the president of Fundacja IDEE was also influenced by the demand, expressed by Mrs. Naimska and Mrs. Doroszewska, that Fundacja IDEE gives its assets to the newly established Democratic Society East Foundation
 in exchange for partial transfer of the debts incurred by Fundacja IDEE Management Board under their administration from Fundacja IDEE to their new foundation, as well as by their expectation that circumstances surrounding the closing of Fundacja IDEE should not become publicly known.

The duties of the liquidator of Fundacja IDEE were entrusted to Mr. Pawel Piekarczyk and all assets of Fundacja IDEE were designated for the purpose of satisfying the foundation’s public liabilities, as defined by the law, and for paying off claims filed by the foundation’s creditors.

[signed and executed by:] Irena Lasota

President

Fundacja IDEE

� Polish name: Fundacja “Instytut na Rzecz Demokracji w Europie Wschodniej”


� Polish name: Zaklad Ubezpieczen Spolecznych (ZUS)


� Polish zloty is the Polish currency and hereinafter it is referred to as “zloty.”


� All dollar amounts in this document refer to U.S. dollars and hereinafter are indicated by the $ sign.


� Polish name: Fundacja “Towarzystwo Demokratyczne Wschod”
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