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Statement of the Board Chair
for the year ended 31 December 2017

The mission of International Institute of Tropical Agriculture (IITA) is to be the leading research
partner facilitating agricultural solutions to overcome hunger, poverty and natural resource
degradation throughout the tropics. The refreshed strategy of the Institute established a goal of
lifting 11 million people out of poverty and revitalizing 7.5 million hectares of degraded land by
2020. This is an ambitious target: however, the significant increase in research capacity over the
past two years and the quality and relevance of the Institute’s programs will facilitate its
achievement. The Board of Trustees is committed to provide governance, financial and
programmatic oversight to ensure efficient and effective management of the Institute.

2017 was a challenging year, following funding reductions from some major donors and
termination of Humidtropics CRP at end of 2016. Total revenue amounted to US$98.9 million
(2016: US$112.3 million) against expenditure of USS98.6 million (2016: USS115.1 million). With
the commencement of Phase Il of CGIAR Research Programs in 2017, [ITA participated in five CRPs
(Maize, RTB, A4ANH, CCAFS & PIM) and in three Platforms (EiB, Big Data & Genebank). The
Institute’s liquidity and reserve levels improved marginally; however, the reported days remain
below the CGIAR recommended benchmarks. The 2017 audited financial statements show an
operating result of USS0.289 million positive change in net assets due largely to aggressive costs
recoveries.

The implementation of IFRS has led to an increase in expenses and a reduction of undesignated
reserves recognized by IITA compared to those recognized under CGIAR Financial Guidelines No.
2 and to a consequent reduction in days expenses covered by those reserves from 33 to 25 days.
The Board recognizes the need to increase reserves and expense days coverage and will work with
management to develop strategies to increase reserve days to an appropriate level.

The Board of Trustees expresses its appreciation to the research and support staff of IITA for the
excellent research conducted during 2017; attraction of new partners and funding; and the
effective financial and administrative management of the Institute’s resources. Finally, the
Trustees express our deep appreciation to IITA’s investors and partners for their contributions
towards the laudable mission of the Institute, which is aimed at reducing hunger and poverty in
Africa.

e

Amos Ngongi Namanga
Chairman, Board of Trustees

www.iita.org



$ International mailing address Headquarters
LJ IITA, Grosvenor House, 125 High Street PMB 5320, Oyo Road, Idi-Oshe
‘\ ‘A %? Croydon CRO 9XP, UK Ibadan, Nigeria

— Tel.: +1 201 6336094,

Wﬁl/lﬁf()i/‘l/ﬂ/)f% Afvican Agricaltare CGIAR +234 2 7517472
Fax.: +44 (208) 711 3786 (via UK)

BOARD STATEMENT ON IITA RISK MANAGEMENT - 2017

The Center’s Board of Trustees has responsibility for overseeing the effectiveness of the risk
management system that IITA management has put in place to identify, manage and monitor
significant risks to the achievement of IITA’s business objectives, and to ensure alignment with
Consultative Group on International Agriculture Research (CGIAR) principles and guidelines that
have been adopted by all CGIAR Centers.

These risks include operational, financial and reputational risks that are inherent in the nature,
modus operandi and location of IITA’s activities and dynamics of the environment in which [ITA
operates. Together, they represent the potential for loss resulting from external events, human
factors or inadequate or failed internal policies, processes or systems.

To these ends, the Board has adopted a risk management policy and risk mitigation practices, that
have been communicated to all staff, that include a risk framework by which IITA management
identifies, evaluates and prioritizes risks and opportunities across the organization; assigns risk
owners and develops risk mitigation strategies (including internal controls) which balance benefits
with costs; monitors the implementation of these strategies and reports semi-annually to the Audit
Committee of the Board on results. During 2017 the management continued to review and further
develop existing risk management strategies and guidelines to ensure the risk management system
in lITA is comprehensive and relevant and continues to be in line with best practice.

The Board will monitor and review progress on an on-going basis as the IITA management seeks to
deepen the implementation of the risk management framework, focus attention on higher priority
risks. The Board notes that the effectiveness of risk management depends not only on the
identification of the risks but the implementation of effective mitigation plans. The Board
continues to assure itself that risk management is effective and sustained.

With regards to I[ITA’s 2017 financial statements and the effectiveness of internal control specific
to financial reporting, the Board notes management’s assertion in its 2017 Management Letter of
Representation (provided to the external auditors) and Management’s Statement of Responsibility
for Financial Reporting included as part of the annual Financial Statements.

5,?,7; b

Amos Ngongi Namanga
Chair, IITA Board of Trustees
28 January 2019
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Report of Management

The accompanying financial statements of IITA are the responsibility of management and
have been prepared in accordance with International Financial Reporting Standards
(IFRS) as prescribed for all international research centers seeking assistance from the
Consultative Group on International Agricultural Research (CGIAR). IITA has prepared
IFRS compliant financial statements for the year 2017 as first year adoption and in line
with IFRS restated financial statements for the years 2015 and 2016.

IITA maintains a system of internal controls designed to provide reasonable assurance
that assets are safeguarded and transactions are properly executed. IITA's Internal Audit
system provides ongoing evaluations of the adequacy, effectiveness and adherence to
management's established policies and procedures. The Board of Trustees exercises its
responsibilities through its Audit & Finance Committee.

The Audit & Finance Committee, composed of Board of Trustees members who are not
officers of the Institute, meets with the independent auditors, management and internal
auditors periodically to discuss internal accounting controls, auditing and financial
reporting matters. The Committee reviews, with the independent auditors, the scope and
results of the audit effort.

The accompanying report is based on an audit by the independent accounting firm of
PricewaterhousgCoopers.

Shalewa Sholola
Director General Director of Finance

28 January, 2019

www.iita.org
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Independent auditor’s report
To the Trustees of the International Institute of Tropical Agriculture

Report on the audit of the financial statements

Our opinion

In our opinion, International Institute of Tropical Agriculture’s (“the Institute”) financial statements give a true
and fair view of the financial position of the Institute as at 31 December 2017, and of its financial performance
and its cash flows for the year then ended in accordance with International Finaneial Reporting Standards.

What we have audited
International Institute of Tropical Agriculture’s financial statements comprise:

» the statement of financial position as at 31 December 2017;

o the statement of activities and other comprehensive income for the year then ended;

s the statement of changes in net assets for the year then ended;

o the statement of cash flows for the year then ended; and

s the notes to the financial statements, which inelude a summary of significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further deseribed in the Auditor's responsibilities for the audit of the financial
statements section of our report.

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

Independence

We are independent of the Institute in accordance with the International Ethies Standards Board for
Accountants’ Code of Ethies for Professional Accountants (IESBA Code). We have fulfilled our other ethical
responsibilities in acecordance with the IESBA Code.

Other information

The trustees and management are responsible for the other information. The other information comprises the
Board Statement on IITA Risk Management — 2017, Statement of the Board Chair, Report of Management and
Supplementary Information, but does not include the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express an andit
opinion or any form of assurance conclusion thereon,

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.
If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact, We have nothing to report in this regard.

PricewaterhouseCoopers Chartered Accountants, Landmark Towers, 5B Water Corporation Road, Victoria
Island, Lagos, Nigeria



Responsibilities of the trustees, management and those charged with governance for the
financial statements

The trustees and management are responsible for the preparation of the financial statements that give a true
and fair view in accordance with International Financial Reporting Standards and for such internal control as
the trustees and management determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the trustees and management are responsible for assessing the Institute’s
ability to continue as a going concern, disclosing, as applicable, matters related to going coneern and using the
going concern basis of accounting unless the trustees and management either intend to liquidate the Institute
or to cease operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Institute’s financial reporting process.

Auditor’s responsibilities for the audit of the fi nancial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
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 these financial statements,

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

= Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as frand may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

# Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Institute's internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the trustees and management.

= Conclude on the appropriateness of the trustees’ and managements’ use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Institute's ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtoined up to the date of our avditor's report.
However, future events or conditions may cause the Institute to cease to continue as a going coneern.

e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that
we identify during our audit.

(R

w
36SICAN

O ladele Sladips 0998126
For: PricewaterhouseCoopers 30 January 2019
Chartered Accountants
Lagos, Nigeria

Engagement Partner: Oladele Oladipo
FRC/2013/ICAN/ 00000002051



International Institute of Tropical Agriculture

Statement of Financial Position

as at 31 December 2017
Expressed in US$ Thousands

31 December 31 December 1 January
Notes 2017 2016 2016
Assets
Current assets
Cash and short term deposit 9 8,474 12,959 38,273
Accounts receivable:
Donors - Net 10.1 21,646 21,115 14,364
Employees 10.2 1,172 767 741
CGIAR Centers 10 3,153 2,673 2,979
Other receivables 10.3 162 89 43
Prepayments 11 555 474 609
Inventories 12 1,492 1,597 1,376
Total current assets 36,654 39,674 58,385
Non-current assets
Property, plant and equipment 13 87,025 86,072 85,057
Less accumulated depreciation 13 (57,292) (56,018) (54,648)
Property, plant and equipment- Net 29,733 30,054 30,409
Intangible assets 14 539 518 469
Less amortisation 14 (513) (477) (443)
Intangible assets - Net 26 41 26
Other assets 15 906 - -
Total non-current assets 30,665 30,095 30,435
Total assets 67,319 69,769 88,820
Liabilities and net assets
Current liabilities
Accounts payable:
Donors 16.1 16,094 18,528 33,986
Employees 16.2 8,468 7,849 6,667
CGIAR Centers 16 359 847 2,104
Other payables 16.3 2,080 2,350 3,153
Deffered income from donors 345 352 258
Total current liabilities 27,346 29,926 46,168
Non-current liabilities
Employee benefit liability 17 1,731 1,845 2,045
Deferred income from donors 18 2,186 2,321 2,259
Total non-current liabilities 3,917 4,166 4,304
Total liabilities 31,263 34,092 50,472
Net assets
Undesignated 19 6,367 5,988 8,659
Designated 19 29,689 29,689 29,689
Total net assets 36,056 35,677 38,348
Total liabilities and net assets 67,319 69,769 88,820

The accompanying notes on pages 10 to 79 form an integral part of these statements.

Nteranya Sanginga
Director General

Shalewa Shdiola
Director of Finance 9 March, 2018
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International Institute of Tropical Agriculture

Statement of Changes in Net Assets
for the Year Ended 31 December 2017

Expressed in US$ Thousands

Designated
Property,
plant and
equipment/
intangible
Investment Investment  assets
in property, in acquisition Total
Undesignated plantand intangible and Institutional  Total Net
funds equipment assets replacement stability designated assets
As at 1 January 2017 5,988 30,054 41 (1,406) 1,000 29,689 35,677
Net changes in investment
in property and equipment - (321) - 321 - - -
Net changes in investment
in intangible assets - - (15) 15 - - -
Surplus for the year 289 - - - - - 289
Other comprehensive income 90 - - - - - 90
As at 31 December 2017 6,367 29,733 26 (1,070) 1,000 29,689 36,056
As at 1 January 2016 8,659 30,409 26 (2,246) 1,500 29,689 38,348
Net changes in investment
in property plant and equipment - (355) - 355 - - -
Net changes in investment in
intangible assets - - 15 (15) - - -
Transfer - - - 500 (500) - -
Deficit for the year (2,734) - - - - - (2,734)
Other comprehensive income 63 - - - - - 63
As at December 2016 5,988 30,054 41 (1,406) 1,000 29,689 35,677

The accompanying notes on pages 10 to 79 form an integral part of these statements.



International Institute of Tropical Agriculture

Statement of Cash Flows

for the Year Ended 31 December 2017

Expressed in US$ Thousands

Notes 2017 2016

Surplus/(deficit) 289 (2,734)
Non-cash adjustments to reconcile surplus/(deficit) to net cashflows:
Interest income 5 (40) (23)
Gain on disposal of property, plant and equipment 5 - (10)
Allowance for impairment loss 10.1 788 1,312
Depreciation of unrestricted assets 13 871 1,100
Depreciation of restricted assets 13 403 477
Amortisation of intangible assets 14 36 34
Unrealised exchange difference 5 73
Amortisation of deferred income from donors (487) (196)
Employee benefit expense 17.1 173 196

2,038 229
Decrease/ (increase) in assets
Investments 9 - (5,399)
Accounts receivable:
Donors 10.1 (1,319) (8,063)
Employees 10.2 (405) (327)
CGIAR Centers 10 (480) 306
Other receivables 10.3 (73) (46)
Prepayments 11 (81) 135
Inventories 12 105 (221)
Other assets 15 (906) -
Increase/ (decrease) in liability
Accounts payable:
Donors 16.1 (2,434) (15,458)
Employees 16.2 619 1,182
CGIAR Centers 16 (488) (1,257)
Others 16.3 (270) (803)
Employee benéefit liability 17 46 (144)
Deferred income from donors 18 345 352

(3,303) (29,514)
Interest income 40 23
Benefit paid (243) (189)
Net cash used in operating activities (3,506) (29,680)
Investing activities
Proceeds from disposal of investments 9 - 5,399
Acquisition of unrestricted property, plant and equipment 13 (692) (589)
Acquisition of restricted property, plant and equipment 13 (261) (633)
Acquisition of intangible assets 14 (21) (49)
Proceeds from sale of property, plant, and equipment - 10
Net cash used in investing activities (974) 4,138
Net increase/(decrease) in cash and cash equivalent (4,480) (25,542)
Net foreign exchange difference (5) 229
Cash and cash equivalents at 1 January 9 12,959 38,272
Cash and cash equivalents at 31 December 8,474 12,959

The accompanying notes on pages 10 to 79 form an integral part of these statements.
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International Institute of Tropical Agriculture
Notes to the Financial Statements
for the year ended 31 December 2017

1. Corporate information

The financial statements of the International
Institute of Tropical Agriculture (“IITA”,
“Institute” or “Center”) for the year ended 31
December 2017 were authorized for issue in
accordance with a resolution of the Board of
Trustees on 28 January 2019.

The International Institute of Tropical
Agriculture (IITA) is a private, autonomous,
international in character, not-for-profit, tax
free, scientific and educational institute
chartered underthe laws of Nigeriaby Decree
number 32 dated July 1967, to engage in
research on resource and crop management
and the improvement of selected food crops
in Sub-Saharan Africa. The registered office
is located at IITA Campus, Ibadan, Nigeria.

[ITA is one of the 15 member Centers of
the Consultative Group for International
Agricultural Research (CGIAR). CGIAR is
an international association sponsored by
the World Bank, the Food and Agriculture
Organization of the United Nations and
the United Nations Development Program.
CGIAR research is dedicated to reducing
rural poverty, increasing food security,
improving human health and nutrition, and
ensuring more sustainable management of
natural resources.

2. Significant accounting policies

2.1 Basis of preparation

The financial statements of IITA have been
prepared in accordance with International
Financial Reporting Standards (IFRS) as
issued by the International Accounting
Standards Board (IASB).

For all periods up to and including the year
ended 31 December 2016, IITA prepared
its financial statements in accordance with
the Consultative Group on International
Agricultural Research (CGIAR)- Financial
Guidelines Series, No 2. These financial
statements for the year ended 31 December
2017 are the first IITA has prepared in
accordance with IFRS. Refer to Note 4 for
information on how |ITA adopted IFRS.

The financial statements have been prepared
on a historical cost basis. The financial

10

statements are presented in US. dollars
(US$) and all values are rounded to the
nearest thousand (US$000), except when
otherwise indicated.

Going concern

The Management has made an assessment
of IITA’s ability to continue as a going concern
and is satisfied that IITA has the resources
to continue in operations for the foreseeable
future. Furthermore, management is not
aware of any material uncertainties that may
cast significant doubt upon the IITA’s ability to
continue as a going concern. Therefore, the
financial statements continue to be prepared
on the going concern basis.

2.2 Summary of significant accounting
policies

The following are the significant accounting
policies applied by IITA in preparing its
financial statements:

|. Current versus non-current classification

[ITA presents assets and liabilities in the
statement of financial position based on
current/non-current classification. An asset
is current when it is:

- Expected to be realised or intended to be
sold or consumed in the normal operating
cycle

- Held primarily for the purpose of trading

- Expected to be realised within twelve
months after the reporting period, or

- Cash and short term deposits unless
restricted from being exchanged or used
to settle a liability for at least twelve
months after the reporting period

All other assets are classified as non-
current.

A liability is current when:

- It is expected to be settled in the normal
operating cycle

- Itis held primarily for the purpose of trading

- Itis due to be settled within twelve months
after the reporting period, or



- There is no unconditional right to defer the
settlement of the liability for at least twelve
months after the reporting period

[ITA classifies all other liabilities as non-
current.

. Fair value measurement

The Institute has not measured financial
instruments and non-financial assets at fair
value at the statement of financial position
date.

Fair value related disclosures for financial
assets are summarised in the following
notes:

Accounting policy disclosures- Note 2

Disclosures for valuation methods, significant
estimates and assumptions- Note 20

Quantitative disclosures of fair value

measurement hierarchy- Note 20

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. The
fair value measurement is based on the
presumption that the transaction to sell the
asset or transfer the liability takes place
either:

- In the principal market for the asset or
liability
Or

- In the absence of a principal market, in
the most advantageous market for
the asset or liability.

The principal or the most advantageous
market must be accessible by IITA.

The fair value of an asset or a liability is
measured using the assumptions that market
participants would use when pricing the asset
or liability, assuming that market participants
act in their economic best interest.

A fair value measurement of a non-financial
assettakesinto accounta market participant’s
ability to generate economic benefits from
the asset’s highest and best use or by selling
it to another market participant that would
utilise the asset in its highest and best use.

IITA uses valuation techniques that are
appropriate in the circumstances and
for which sufficient data are available to
measure fair value, maximising the use of

1

relevant observable inputs and minimising
the use of unobservable inputs.

All assets and liabilities for which fair value
is disclosed in the financial statements are
categorized within the fair value hierarchy.
This is described, as follows, based on the
lowest level input that is significant to the fair
value measurement as a whole:

- Level 1 — Quoted (unadjusted) market
prices in active markets for identical assets
or liabilities

- Level 2 — Valuation techniques for which
the lowest level input that is significant to
the fair value measurement is directly or
indirectly observable

- Level 3 — Valuation techniques for which
the lowest level input that is significant to the
fair value measurement is unobservable

For the purpose of fair value disclosures,
ITA has determined classes of assets
and liabilities on the basis of the nature,
characteristics and risks of the asset
or liability and the level of the fair value
hierarchy, as explained above.

lll. Revenue Recognition

Grant revenue comprises of donations
received from various sources. The main
sources of donations are from CGIAR,
Governments of different countries, Private
Individuals, Charitable foundations and
Companies. The grants, whether restricted
or unrestricted, are not recognized until there
is reasonable assurance that the Institute
has complied with the conditions attached to
the grant and that the grant will be received.
Restricted grants are recognized as revenue
to the extent of expenses incurred.



lll. Revenue Recognition-Continued

Revenue is classified into two (2) streams:

- Restricted grants (including Government
grants) are those received from a transfer of
resources to the Institute in return for past or
future compliance to the operating activities
of the Institute. Restricted grants include
Window 1,2, and 3, and Bilateral.

- Unrestricted grants (including Government
grants) are those received from unconditional
transfers of cash or other assets to the
Institute. The two streams are further
analysed into six (6) sub categories:

CRP (CGIAR Research Program)
window 1:

In window 1, CGIAR determines the CRP
to be executed and provides funds for the
project. CGIAR identifies a lead center and
participating partners with the competency
required to execute the project and
communicates to the lead center the project
details and thereafter, funds are transferred
to the lead center.

CRP (CGIAR Research Program)
window 2:

In window 2, the donor identifies a program
or project it wishes to fund, the funds are
made available to CGIAR. CGIAR identifies
a lead center and participating partners with
the competency required for executing the
project and communicates to the lead center
the project details and thereafter funds are
transferred to the lead center.

CRP (CGIAR Research Program) window 3:

In window 3, the donor directly identifies the
research center with a program it wishes to
fund and remits the funds for the research
through CGIAR funding window to the
research center.

Bilateral funds

These are funds sent by the Donor to
the identified research center without the
involvement of CGIAR.

Challenge programs

Challenge programs are programs initiated
to take on global challenges with a wide
range of research partners. These funds
originate from the Challenge Program lead
center to the identified research center with
the required geographical presence and
expertise.
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Non-CRP funds

These are strategic funded projects which are
aligned to the strategic research framework
(SRF) of CGIAR CRPs.

The grants, whether restricted or unrestricted,
are not recognized until there is reasonable
assurance that the Center has complied with
the conditions attached to the grant.

Unrestricted grants in currencies other than
US. dollars (US$) are recorded at exchange
rates in effect at the time of receipt or, if
outstanding as at December 31, at the
exchange rate in effect at the year end.

Restricted grants in currencies other than
US. dollars (US$) with specific request to
be paid in that currency as partner funds,
are recorded as income and expenses at
the exchange rate in effect at the time of
payment.

Grants-in-kind

These are recorded at the fair value of the
assets (or services) received or promised.

IV.Foreign currencies

lITA’s financial statements are presented in
US. dollars (US$), which is also the Institute’s
functional currency.

Transactions and balances

Transactions in foreign currencies are initially
recorded by IITA at their functional currency
spot rates at the date the transaction first
qualifies for recognition.

Monetary assets and liabilities denominated
in foreign currencies are retranslated at the
currency spot rates of exchange ruling at
the reporting date. Differences arising on
settlement or translation of monetary items
are recognised in the statement of activities.
Non-monetary items that are measured in
terms of historical cost in a foreign currency
are translated using the exchange rates as
at the dates of the initial transactions.

. Government grants

Government grants are recognised when
there is a reasonable assurance that the
grant will be received and all attached
conditions will be complied with. When
the grant relates to an expense item, it is
recognised as income on a systematic basis
over the periods that the costs, which it is
intended to compensate, are expensed.



Where the grant relates to an asset, it is
recognised as income in equal amounts over
the expected useful life of the related asset.
When IITAreceives non-monetary grants, the
asset and the grant are recorded at nominal
amount.

VI.Cash and short-term deposits

Cash and short-term deposits in the statement
of financial position comprises cash at banks
and on hand and short-term deposits with a
maturity of three months or less, which are
subject to an insignificant risk of changes in
value.

Cash and short term deposits also comprise
of cash equivalents which are short-term,
highly liquid investments that are: i) readily
convertible to known amounts of cash; and
ii) invested for a period of 3 months or less,
hence the risk of changes in value due to
changes in interest rates are insignificant

VII. Property Plant and equipment

Property, plant, and equipment are tangible
goods that are held for use related to the
main objective of the Center, including
research activities and administrative and
technical support activities; and are expected
to be used during more than one accounting
period.

Property, plant and equipment are stated at
cost, net of accumulated depreciation and/or
accumulated impairment losses, if any. Such
cost includes the cost of purchase, costs
directly attributable to bringing the asset to
the location and condition necessary for use.

Property, plant, and equipment acquired
through non-monetary grants are recognized
at the nominal amount at the date of the
grant. Such grants are presented in the
statement of financial position as deferred
income and are taken into account as
revenue on a systematic and rational basis
over the lifespan of the asset. Property, plant,
and equipment acquired through monetary
grants are recognized at cost at the date of
acquisition.

All new facilities provided by host countries to
the Center or built for the use of the Center,
which will revert to the host country in the
event the Center ceases operations, are
recognized as assets. The land is recognised
at nominal value and the buildings at historical
cost.

Subsequent expenditures are added to the
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cost of the property, plant, and equipment
only if the expenditure improves the
condition of the asset beyond its originally
assessed standard of performance. All other
subsequent expenditures are recognised as
expenses of the period where incurred.

VII. Property Plant and equipment-

Continued

Depreciation is calculated on a straight-line
basis over the estimated useful lives of the
assets as follows:

The land on which the headquarter is situated
is a government grant which took the form of
a transfer of a non-monetary assets, for the
use of IITA. lITA has elected to record both
the asset and grant at a nominal amount.

For assets acquired with restricted funds,
IITA depreciates the assets over the project
life.

Depreciation begins when the asset is
available for use. Depreciation ceases at the
earlier of the date that the asset is classified
as held for sale, and the date the asset is
derecognized. The depreciation charge for
each period is recognized in the statement of
activities.

An item of property, plant and equipment
is derecognised upon disposal or when no
future economic benefits are expected from
its use or disposal. Any gain or loss arising
on derecognition of the asset (calculated
as the difference between the net disposal
proceeds and the carrying amount of
the asset) is included in the statement of
activities precisely in other operating income
when there is a gain and in the management
and general expenses when there is a loss.

The residual values, useful lives and
methods of depreciation of property, plant
and equipment are reviewed at each financial
year end and adjusted prospectively, if
appropriate.

VIII. Intangible assets

Intangible assets acquired separately are
measured on initial recognition at cost.
Following initial recognition, intangible
assets are carried at cost less accumulated
amortisation and accumulated impairment
losses, if any. Internally generated intangible
assets, excluding capitalised development
costs, are not capitalised and expenditure
is recognised in the statement of activities
when it is incurred.



Intangible  assets are  subsequently
measured using the cost model (cost
less accumulated amortization and any
accumulated impairment losses if any).

The useful lives of intangible assets are
assessed to be finite.

The useful lives of an intangible assets are
allocated on a straight line basis as shown
below:

Computer Software- 3 years

Intangible assets with finite lives are
amortised over their useful economic lives
and assessed for impairment whenever there
is an indication that the intangible asset may
be impaired. The amortisation period and
the amortisation method for an intangible
asset with a finite useful life are reviewed at
least at the end of each reporting period.
Changes in the expected useful life or the
expected pattern of consumption of future
economic benefits embodied in the asset are
accounted for by changing the amortisation
period or method, as appropriate, and are
treated as changes in accounting estimates.
The amortisation expense on intangible
assets with finite lives is recognised in the
management and general expenses in the
statement of activities.

VIil. Intangible assets-Continued

“Research and development costs

Research costs are expensed as incurred.
Development expenditures on an individual
project are recognised as an intangible asset
when the Institute can demonstrate:

* The technical feasibility of completing the
intangible asset so that it will be available
for use or sale

* Its intention to complete and its ability to
use or sell the asset

* How the asset will generate future
economic benefits

* The availability of resources to complete
the asset

* The ability to measure reliably the
expenditure during development

Following initial recognition of the
development expenditure as an asset, the
cost model is applied requiring the asset
to be carried at cost less any accumulated
amortisation and accumulated impairment
losses. Amortisation of the asset begins
when development is complete and the asset
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is available for use. It is amortised over the
period of expected future benefit. During the
period of development, the asset is tested for
impairment annually.”

IX. Inventories

Inventories are supplies consumed in the
operations of the Institute. They are valued
at the lower of cost and net realisable value.
The cost of inventories comprises all costs of
purchase and other costs incurred in bringing
the inventories to their present location and
condition.

The cost of inventories is assigned using
weighted average method.

Inventory write down is recognized as an
expense in the statement of activities. The
amount of any reversal of any write-down of
inventories, arising from an increase in net
realisable value, is recognised as a reduction
in the amount of inventories recognised as an
expense in the period in which the reversal
occurs.

. Impairment of non-financial assets

IITA assesses at each reporting date whether
there is an indication that an asset may be
impaired. If any indication exists, or when
annual impairment testing for an asset is
required, the Institute estimates the asset’s
recoverable amount. An asset’s recoverable
amount is the higher of an asset’'s or Cash
Generating Unit's (CGU) fair value less costs
ofdisposal andits value in use. Itis determined
for an individual asset, unless the asset does
not generate cash inflows that are largely
independent of those from other assets or
groups of assets. Where the carrying amount
of an asset or Cash Generating Unit (CGU)
exceeds its recoverable amount, the asset is
considered impaired and is written down to
its recoverable amount.

In assessing value in use, the estimated
future cash flows are discounted to their
present value using a pre-tax discount rate
that reflects current market assessments of
the time value of money and the risks specific
to the asset. In determining fair value less
costs of disposal, recent market transactions
are taken into account. If no such transactions
can be identified, an appropriate valuation
model is used. These calculations are
corroborated by valuation multiples, quoted
share prices for publicly traded subsidiaries
or other available fair value indicators.

A previously recognized impairment loss is



reversed only if there has been a change in
the assumptions used to determine the asset’s
recoverable amount since the last impairment
loss was recognised. The reversal is limited
so that the carrying amount of the asset
does not exceed its recoverable amount, nor
exceed the carrying amount that would have
been determined, net of depreciation, had no
impairment loss been recognised for the asset
in prior years. Such reversal is recognised in
the statement of activities.

XI.Financial instruments — initial

recognition and subsequent
measurement

A financial instrument is any contract that
gives rise to a financial asset of one entity
and a financial liability or equity instrument of
another entity.

XI.Financial instruments — initial

recognition and subsequent
measurement-Continued

Financial assets
Initial recognition and measurement

Financial assets are classified, at initial
recognition, as financial assets at fair value
through profit or loss, loans and receivables,
held-to-maturity investments, available
for sale financial assets, or as derivatives
designated as hedging instruments in an
effective hedge, as appropriate. [ITA only has
loans and receivables.

All financial assets are recognised i