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AGRICULTURE FOR TOMORROW

International Center for Biosaline Agriculture
Board’s chair statement

2018 was another year of achievement and growth for ICBA. The Center made remarkable
progress on different fronts, both internally and extemnally.

Having pondered on the successes and lessons learned from the past years, [CBA made a series
of operational improvements to increase efficiencies.

To reflect the changes in the globa) agricultural research and development sector, the Center,
for example, refreshed its strategy 2013-2023 for the remaining period. The result is a
refocused and better aligned operational framework for the next five years.

ICBA aiso did well to deliver on its mission of developing and sharing knowledge and solutions
for sustainable agriculture in marginal environments.

On the research side, scientists continued implementing ongoing projects and studies, and
began working on new ones. The Center, for example, launched a project funded by the
International Development Research Center to introduce and disseminate quinoa in Morocco’s
Rhamna Province.

Scientists also made a major breakthrough in increasing yield potential of Salicornia, a multi-
purpose halophyte. They recorded a bumper seed yield of 3 tonnes per hectare using seawater
passing through an aquaculture system.

They also successfully started growing halophytic vegetables in the UAE conditions for the
first time, using reject brine from desalination units treated with fish effluents.

On the partnership side, the Center formed new collaboration with several government,
research, funding and implementation partners, including the International Fund for
Agricultural Development, South Korea’s Rural Development Administration and the Ministry
of Innovative Development of Uzbekistan. In particular, ICBA became the key technical
partner of the Ministry of Innovative Development of Uzbekistan in establishing the
International Innovation Center for the Aral Sea Basin under the President of the Republic of
Uzbekistan. ICBA also partnered with BGI, the world’s largest genomics organization, to
create the Desert Life Sciences Center in the UAE.

On the capacity development side, ICBA continued transfer of knowledge and technology to
national research partners and farmers. As part of this work, the Center, for example, conducted
a regional training course in Samarkand, Uzbekistan, on crop diversification and modeling for
climate-resilient agriculture and food security management in Central Asia. ICBA also co-
organized the first edition of the global conference titled “Drone Synergies” to highlight the
role of unmanned aerial vehicles in education, technology, smart agriculture, food security,
environmental and natural resource management.

P.O. Box 14660, Dubai, United Arab Emirates icha@biosaline.org.ae
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AGRICULTURE FOR TOMORROW

International Center for Biosaline Agriculture
Board’s chair statement (continued)

On the financial side, the Center remains in good health. The expenditure for 2018 decreased
by 3% ($10.17 million in 2018; $10.50 million in 2017). The Center’s financial position
remains stable, with total assets of $26.04 million ($22.85 million in 2017) and net assets of
$18.07 million ($17.44 million in 2017).

The reserves, when expressed in terms of operating days, are strong as compared to the
standards set by other similar international research organizations. The Center did not operate
an overdraft with any of its bankers during the year. The short-term solvency (liquidity) as at
31 December 2018 was 523 days (506 days in 2017) against a benchmark of 90-120 days. The
long-term financial stability (adequacy of reserves) as at 31 December 2018 was 509 days (483
days in 2017) against a minimum benchmark of 90 days.

On behalf of the Board of Directors, I would like to thank the management and all staff for
their commendable performance and dedication to the center’s mission. I also wish to thank
the Center’s many donors and partners for their continued support and commitment to its work.
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Chair of the ICBA Board of Directors L &U?‘uﬂh‘sﬂb%“' )

Date: 31 December 2018
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International Center for Biosaline Agriculture

Statement of management’s responsibilities

The accompanying annual financial statements of International Center for Biosaline
Agriculture for the year ended 31 December 2018 have been prepared in accordance with
International Financial Reporting Standards (IFRS) that requires management to prepare
financial statements for cach financial year that give a true and fair view of the state of affairs
of the Center as at the end of the financial year and of its operating results for the year.

It also requires management to ensure that the Center keeps proper accounting records that
disclose, with reasonable accuracy, the financial position of the Center. Management is also
responsible for safeguarding the assets of the Center.

Management accepts responsibility for the preparation and fair presentation of financial
statements which are free from material misstatements whether due to fraud or error, They also
accept responsibility for:

i.  Designing, implementing and maintaining internal control necessary to enable the
preparation of financial statements that are free from material misstatements, whether due
to fraud or error;

ii.  Selecting and applying appropriate accounting policies; and

iii. Making accounting estimates and judgements that are reasonable in the circumstances.

Management is of the opinion that the financial statements give a true and fair view of the state
of the financial position of the Center and of its operating activities for the year ended 31
December 2018.

Nothing has come to the attention of management to indicate that the Center will not remain a
going concem for at least twelve months from the date of this statement.

anane 0
irector General

Date: \g’oq' ")ﬂ Date: /5/7 21/7
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Independent auditor’s report to the International Center for
Biosaline Agriculture

Report on the audit of the financial statements
Our opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
International Center for Biosaline Agriculture (the “Center”) as at 31 December 2018, and its financial
performance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards.

What we have audited

The Center’s financial statements comprise:

¢ the statement of financial position as at 31 December 2018;

¢ the statement of activities and other comprehensive income for the year then ended;
¢ the statement of changes in equity for the year then ended;

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

¢ the notes to the financial statements, which include 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 described 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 Center in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code) and the ethical requirements
that are relevant to our audit of the financial statements in the United Arab Emirates. We have fulfilled
our other ethical responsibilities in accordance with these requirements and the IESBA Code.

PricewaterhouseCoopers (Dubai Branch), License no. 102451

Other information

Management is responsible for the other information. The other information comprises the ‘Statement
by the Chair of the Board of Directors’ and ‘Statement of management’s responsibilities’ (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 and will
not express 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.

Emaar Square, Building 4, Level 8, P O Box 11987, Dubai - United Arab Emirates
T: +971 (0)4 304 3100, F: +971 (0)4 346 9150, www.pwc.com/me

Douglas O'Mahony, Rami Sarhan, Jacques Fakhoury and Mohamed EIBorno are as ditors with the UAE Ministry of Economy

(6)
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Independent auditor’s report to the International Center for
Biosaline Agriculture (continued)

Responsibilities of management and those charged with governance for the
Sfinancial statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standards, and for such internal control as
management determines 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, management is responsible for assessing the Center’s ability to
continue 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 Center or to cease
operations, or has no realistic alternative but to do so.

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

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 fraud 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 Center’s internal control.

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

. Conclude on the appropriateness of management’s 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 Center’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 obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Center to cease to continue as a going concern.

o 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.

Q)
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Independent auditor’s report to the International Center for
Biosaline Agriculture (continued)

Auditor’s responsibilities for the audit of the financiaTstatements (continued)

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.

PricewaterhouseCoopers

15 July 2019
O M{\\/

Douglas O'Mahony
Registered Auditor Number 834
Dubai, United Arab Emirates

®



International Center for Biosaline Agriculture

Statement of financial position

_____Asat 31 December Asatl
Note 2018 2017 January 2017
USD'000 USD'000 USD000
ASSETS
Non-current asset
Property and equipment 6 4.712 5.290 6.619
Current assets
Inventories 28 13 -
Accounts receivables 8 1,922 922 656
Short-tcrm deposits 7 14,710 10,896 5,448
Cash and cash equivalents 7 4,667 _ 5724 9,800
21,327 17,555 15,904
Total assets 26.039 22.845 22,523
EQUITY AND LIABILITIES
Equity
Reserves - Designated 9 15,397 15,397 15,397
Reserves - Undesignated 2,678 2,039 1,556
18.075 17,436 16,953
LIABILITIES
Non-current Hability
Provision for employees’ end of
service benefits 10 383 239 172
Curreat liability
Deferred income — restricted 11 1,639 1,345 2,057
Accounts payables I 594) . 3.825 3386
7.580 5.170 5,443
Total liabilities 7,963 5.408 5.570
Total equity and liabilities 26,039 22,845 22,523

The financial statements were approved by the Board of Directors on 15-Jul-2019 and signed on its
behalf by:

" > e
Br-tsmatiane Elouai‘:ﬁ

Director General

The notes on pages from 13 (o 30 arc an intcgral part of these financial statements.

“
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International Center for Biosaline Agriculture

Statement of activities and other comprehensive income

Note
Grants income 12
Other income
Research and collaborator expenses 13
General and administration expenses 13
Operating surplus for the year
Finance expense
Finance income 15

Surplus for the year
Other comprehensive income
Total comprehensive income for the year

Year ended 31 December

The notes on pages from 13 to 30 are an integral part of these financial statements.

2018 2017
USD’000 USD’000
10,549 10,827
20 6
(7,773) (7,949)
(2,401) (2,551)
395 333
(15) (12)
259 162
639 483
639 483
(10)
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International Center for Biosaline Agriculture

Statement of cash flows

Cash flows from operating activities

Surplus for the year

Adjustments for:

Depreciation

Provision for employees’ end of service benefits

(Gain)/loss on disposal of property and equipment

Operating cash flows before payment of
employees’ end of service benefits and
changes in working capital

Payment of employees’ end of service benefits

Changes in working capital:

Accounts receivables

Inventories

Accounts payables

Net cash flows generated from operating
activities

Cash flows from investing activities

Additions to time deposits

Purchase of property and equipment

Proceeds from disposal of property and
equipment

Net cash flows used in investing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of the
year

Cash and cash equivalents at end of the year

Note

6
10

10

Year ended 31 December

2018 2017
USD’000 USD’000
639 483
586 1,191
198 191
(6) 133
1,417 1,998
(53) (79
(1,000) (266)
15) (13)
2,410 (273)
2,759 1,367
(3,814) (5,448)
(18) (80)
16 85
(3,816) (5,443)
(1,057) (4,076)
5,724 9,800
4,667 5,724

The notes on pages from 13 to 30 are an integral part of these financial statements..

(12)
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International Center for Biosaline Agriculture
Notes to the financial statements for the year ended 31 December 2018

1 Legal status and activities

International Center for Biosaline Agriculture, Dubai, (the “Center”), is an international research
and development institution, established in pursuance of Articles of Agreement signed between
the Islamic Development Bank (IsDB) and the Government of the United Arab Emirates
(Government) in 1996 (Hijri 1416). The Center commenced its operations in Dubai, United Arab
Emirates in September 1999. The registered address of the Center is P.O. Box 14660, Dubai,
United Arab Emirates.

The Center is a not for profit organization. The principal activities of the Center is to undertake
research and development and to facilitate the transfer and use of biosaline agriculture technology
in the areas of cultivation and production of crops, forages, ornamentals, trees and plants that are
salt tolerant. It is a unique applied agricultural research center in the world with a focus on marginal
areas where an estimated 1.7 billion people live. The Center identifies, tests and introduces
resource-efficient, climate-smart crops and technologies that are best suited to different regions
affected by salinity, water scarcity and drought. Through its work, ICBA helps to improve food
security and livelihoods for some of the poorest rural communities around the world.

An agreement was signed between the Government and IsDB on 23 June 1996, whereby it was
agreed that IsDB would finance the Center and cover the operational budget for 10 years from the
commencement of its operations, within a budget limit allocated by IsDB. The support from IsDB
under the above agreement came to a conclusion at the end of 2009. On 12 April 2010, a new
agreement was signed, effective 1 January 2010, between the Government and IsDB (“Basic
Agreement”) to co-finance the activities of the Center up to 2014. As per the agreement, the
Government and IsDB will make an annual contribution of US$ 5 million and US$ 2 million
respectively over a period of 5 years ending 2014. On 24 June 2014 an appendix for amending the
Basic Agreement was made between the Government and IsDB to extend the validity of the Basic
Agreement for 5 years commencing from 1 January 2015.

2 Summary of significant accounting policies

The significant accounting policies adopted by the Center in the preparation of these financial
statements are set out below. These policies have been consistently applied to all periods presented,
unless otherwise stated.

2.1 Basis of preparation

These financial statements have been prepared in accordance with and comply with International
Financial Reporting Standards (“IFRS”) and interpretation issued by the IFRS Interpretations
Committee applicable to companies reporting under IFRS. The financial statements comply with
IFRS as issued by the International Accounting Standards Board (IASB). The financial statements
have been prepared under the historical cost convention.

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of
applying the Center’s accounting policies. The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to the financial statements
are disclosed in Note 4.

(13)
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International Center for Biosaline Agriculture
Notes to the financial statements for the year ended 31 December 2018 (continued)

2 Basis of preparation and measurement (continued)
2.1 Basis of preparation (continued)
(a) First time adoption of IFRS

For all periods up to and including the year ended 31 December 2017, the Center prepared its
financial statements in accordance with generally accepted accounting principles as issued by
CGIAR financial guidelines contained in the Accounting policies and procedures manual (Revised
February 2006 and supplemented by 2016 Advisory Note) (“previous GAAP”). These financial
statements for the year ended 31 December 2018 are the first general purpose financial statements
the Center has prepared in accordance with IFRS as issued by the IASB. In preparing the financial
statements, the Center’s opening statement of financial position was prepared as at 1 January 2017
which is the Center’s date of transition to IFRS, in compliance with IFRS 1 “First time adoption
of International Financial Reporting Standards” (“IFRS 1”). There have been no significant impact
on the reported amounts of statement of financial position, statements of activities and other
comprehensive income, changes in equity and cash flows of the Center. The Center has not availed
any voluntary exemptions given in IFRS 1.

Explanations of how the transition to IFRS has affected the reported amounts of the statement of
financial position, statement of activities and other comprehensive income, changes in equity and
cash flows of the Center are provided in Note 3.

(b) New and amended standards not yet adopted

Certain new standards and amendments to existing standards have been published that are not
mandatory for the financial year ended 31 December 2018, and have not been earlier adopted by
the Center. Management is currently assessing the following standards and amendments, which
are likely to have an impact on the Center’s financial statements:

° IFRS 16, ‘Leases’ (effective from 1 January 2019)

The IASB has issued a new standard for the recognition of leases. Under IFRS 16, a contract is, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a
period of time in exchange for consideration. It will result in almost all leases being recognised on
the statement of financial position, as the distinction between operating and finance leases is
removed. Under the new standard, an asset (the right to use the leased item) and a financial liability
to pay rentals are recognised. The only exceptions are short-term and low-value leases. The
accounting for lessors will not significantly change. The mandatory date of adoption of the
standard is 1 January 2019 for the Center.

(14)
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International Center for Biosaline Agriculture
Notes to the financial statements for the year ended 31 December 2018 (continued)

2 Basis of preparation and measurement (continued)
2.1  Basis of preparation (continued)
(c) New and amended standards not yet adopted (continued)

The Center has assessed the potential impact of the application of IFRS 16 and believe that these
will not be material to the financial statements.

There are no other relevant IFRSs or IFRIC interpretations that are not yet effective that have a
material impact on the Center's financial statements.

2.2  Foreign currency translation

(a) Functional and presentation currency

Items included in the financial statements of the Center are measured using the currency of the
primary economic environment in which the Center operates (‘the functional currency’). The
financial statements are presented in United States Dollars (“USD”), which is the Center’s
presentation currency.

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the date of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translation at period-end exchange rates of monetary
assets and liabilities denominated in foreign currencies are recognised in the statement of activities
and comprehensive income.

2.3  Property and equipment

Property and equipment are stated at historical cost less accumulated depreciation. The historical
cost includes expenditure that is directly attributable to the acquisition of the items. Subsequent
costs are included in asset’s carrying amount or recognised as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will follow to the Center
and the cost of the item can be measured reliably. The carrying amount of the replaced part is
derecognised. All other repair and maintenance expenses are charged to the statement of activities
and comprehensive income during the period in which they are incurred.

Capital work in progress represents assets acquired, but not yet commissioned for use, and is stated
at cost. When commissioned, capital work in progress is transferred to the appropriate category of
property and equipment or intangible assets, and depreciated in accordance with the Center’s
policy.

(15)
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International Center for Biosaline Agriculture

Notes to the financial statements for the year ended 31 December 2018 (continued)
2 Basis of preparation and measurement (continued)

2.3  Property and equipment (continued)

Depreciation is computed, using the straight line method, at rates calculated to reduce the cost of
assets to their estimated residual values, over their expected useful lives as follows:

Building 25 to 40 years
Research equipment 3 to 8 years
Irrigation equipment 3 to 8§ years
Farm equipment 3 to 8 years
Generators 5 to 10 years
Furniture and fixtures 3 to 8 years
Computer 3 to S years
Motor vehicles 3 to 5 years

The assets residual values and useful lives are reviewed, and adjusted if appropriate, at the end of
each reporting period. An asset carrying amount is written down immediately to its recoverable
amount if the assets carrying amount is greater than its estimated recoverable amount.

Gains and losses on disposal of property and equipment are determined by reference to their
carrying amount and are recognized within ‘Other income’ in statement of activities and
comprehensive income.

The capital work in progress is transferred to the appropriate property and equipment category and
is depreciated in accordance with the Center policies after the assets are ready for intended use.

24  Impairment non-financial assets

Assets that are subject to amortisation are reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is
recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount.

The recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. For
the purposes of assessing impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units). Non-financial assets that suffered
impairment are reviewed for possible reversal of the impairment at each reporting date.

2.5  Financial assets

(a) Classification

From 1 January 2018, the Center classifies its financial assets as “amortised cost” or “Fair value
through profit and loss (FVTPL)”. The classification depends on the purpose for which the
financial assets were acquired. Management determines the classification of its financial assets at

initial recognition.

The Center’s amortised cost assets comprise ‘accounts receivables’ and ‘cash and cash
equivalents’ in the statement of financial position.

(16)
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International Center for Biosaline Agriculture
Notes to the financial statements for the year ended 31 December 2018 (continued)

2 Basis of preparation and measurement (continued)
2.5  Financial assets (continued)
(b) Recognition and measurement

Regular way purchases and sales of financial assets are recognised on trade-date, the date on which
the Center commits to purchase or sell the asset.

Financial assets are derecognised when the right to receive cash flows have expired or have been
transferred and the Center has transferred substantially all risks and rewards of ownership.

Financial instruments at amortised cost

Assets that are held for collection of contractual cash flows where those cash flows represent solely
payments of principal and interest are measured at amortised cost. Interest income from these
financial assets is included in finance income using the effective interest rate method. Any gain or
loss arising on derecognition is recognised directly in the statement of comprehensive income and
presented in General and administrative expenses. Impairment losses are presented as separate line
item in the statement of comprehensive income.

(c) Impairment of financial assets

From 1 January 2018, the Center assessed on a forward-looking basis the expected credit losses
associated with its financial assets carried at amortised cost.

The Center applies the IFRS 9 simplified approach to measure expected credit losses which uses
a lifetime expected loss allowance for all accounts receivables and other financial assets at
amortised costs. To measure the expected credit losses, accounts receivables have been grouped
based on shared credit risk characteristics and the days past due.

(d)  Accounting policies applied until 31 December 2017

The Center has applied IFRS 9 as on 1 January 2018, but has elected not to restate comparative
information. As a result, the comparative information continues to be accounted for in accordance
with the Center’s previous accounting policy:

° Classification

Until 31 December 2017, the Center classifies its financial assets as ‘loans and receivables’. The

classification depends on the purpose for which the financial assets were acquired. Management
determines the classification of its financial assets at initial recognition.

)



]

International Center for Biosaline Agriculture
Notes to the financial statements for the year ended 31 December 2018 (continued)

2 Summary of significant accounting policies (continued)
2.6  Financial assets (continued)

(d)  Accounting policies applied until 31 December 2017 (continued)
Loans and receivables

'Loans and receivables' are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They are included in current assets except for maturities greater
than 12 months after the statement of financial position date, which are classified as non-current
assets. The Center's loans and receivables comprise of ‘accounts receivables’ (excluding advances
and prepayments) and ‘cash and cash equivalents’ in the statement of financial position (Note 7 and
8).

'Loans and receivables' are derecognised when the rights to receive cash flows have expired or
where the Center has transferred substantially all risks and rewards of ownership.

° Recognition and measurement

Financial assets are initially measured at their fair value and subsequently carried at amortised
cost using the effective interest method. Financial assets are derecognised when the right to receive
cash flows have expired or have been transferred and the Center has transferred substantially all
risks and rewards of ownership.

Regular purchases and sales of financial assets are recognised on trade-date, the date on which the
Center commits to purchase or sell the asset. Financial assets are derecognised when the rights to
receive cash flows from the financial assets have expired or have been transferred and the Center
has transferred substantially all the risks and rewards of ownership.

° Impairment of financial assets

The Center assesses at the end of each reporting period whether there is objective evidence that a
financial asset or Group of financial assets is impaired. A financial asset or a group of financial
assets is impaired and impairment losses are incurred only if there is objective evidence of
impairment as a result of one or more events that occurred after the initial recognition of the asset
(a ‘loss event’) and that loss event (or events) has an impact on the estimated future cash flows of
the financial asset or a group of financial assets that can be reliably estimated.

Evidence of impairment may include indications that the debtors or a group of debtors is
experiencing significant financial difficulty, default or delinquency in interest or principal
payments, the probability that they will enter bankruptcy or other financial reorganisation, and
where observable data indicate that there is a measurable decrease in the estimated future cash
flows, such as changes in arrears or economic conditions that correlate with defaults.

For loans and receivables category, the amount of the loss is measured as the difference between
the asset’s carrying amount and the present value of estimated future cash flows (excluding future
credit losses that have not been incurred) discounted at the financial asset’s original effective
interest rate. The carrying amount of the asset is reduced and the amount of the loss is recognised
in the statement of comprehensive income. As a practical expedient, the Center may measure
impairment on the basis of an instrument’s fair value using an observable market price.

(18)



International Center for Biosaline Agriculture
Notes to the financial statements for the year ended 31 December 2018 (continued)

2 Summary of significant accounting policies (continued)
2.6 Financial assets (continued)
(d)  Accounting policies applied until 31 December 2017 (continued)

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognised (such as an
improvement in the debtor’s credit rating), the reversal of the previously recognised impairment
loss is recognised in the statement of comprehensive income.

(e) Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of financial
position when there is a legally enforceable right to offset the recognised amounts and there is an
intention to settle on a net basis, or realize the asset and settle the liability simultaneously.

2.7 Inventories

Inventories are stated at the lower of cost and estimated net realisable value. Cost is determined as
per the weighted average method and comprises direct material costs, and all other costs necessary
to bring the goods to their existing condition and location. Net realisable value is the estimated
selling price in the ordinary course of business, less applicable variable selling expenses.

2.8 Accounts receivables

Accounts receivables are amounts due from donors that consist of claims from donors for grants
pledged in accordance with the terms specified by the donor. It also pertains to claims from donors
for expenses paid on behalf of projects in excess of cash received. If collection is expected in one
year or less (or in the normal operating cycle of the business if longer), they are classified as current
assets. If not, they are presented as non-current assets.

Recognition

. Unrestricted grants: receivables from unrestricted grants should be recognized in full in the
period specified by the donor. Before an unrestricted grant can be recognized as income,
sufficient verifiable evidence should exist documenting that a commitment was made by
the donor and received by the Center.

. Restricted grants: receivables from restricted grants will be recognized in accordance with
the terms of the underlying contract.

Accounts receivables are recognised initially at fair value and subsequently measured at
amortised cost using the effective interest method, less provision for impairment.

(19)
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International Center for Biosaline Agriculture
Notes to the financial statements for the year ended 31 December 2018 (continued)

2 Summary of significant accounting policies (continued)

2.9  Provision for employees’ end of service benefits

A provision is made for the estimated liability for employees’ entitlements to annual leave and
leave passage as a result of services rendered by the employees up to the balance sheet date. An
accrual is made, using actuarial techniques, for the end of service benefits due to employees in
accordance with the UAE Labour Law for their periods of service up to the balance sheet date.
The accrual relating to annual leave and leave passage is included in accounts payables, while the
provision relating to employees’ end of service benefits is disclosed as a non-current liability.

2.10 Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and bank accounts and short-term deposits with
an original maturity of more than three months but not exceeding one year.

2.11 Accounts payables

Accounts payables are obligations to pay for goods or services that have been acquired in the
ordinary course of business from suppliers. Accounts payables also include grants received from
donors for which conditions are not yet met and amounts payable to donors in respect of any
unexpended funds received in advance for signed contracts. Accounts payable are classified as
current liabilities if payment is due within one year or less (or in the normal operating cycle of the
business if longer). If not, they are presented as non-current liabilities. Accounts payables are
recognised initially at fair value and subsequently measured at amortised cost using the effective
interest method.

2.12 Provisions

Provisions are recognised when the Center has a present legal or constructive obligation as a result
of past events, it is probable that an outflow of resources will be required to settle the obligation,
and the amount can be reliably estimated.

Provisions are measured at the present value of the expenditures expected to be required to settle
the obligation using a pre-tax rate that reflects current market assessments of the time value of
money and the risks specific to the obligation. The increase in the provision due to passage of time
is recognised as interest expense.

2.13 Reserves

Reserves represent net assets that are the residual interest in the Center’s assets remaining after
liabilities are deducted. The overall change in net assets represents the total gains and losses
generated by the Center’s activities during the period as determined by the particular measurement
principles adopted and disclosed in the financial statements.

(20)
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International Center for Biosaline Agriculture
Notes to the financial statements for the year ended 31 December 2018 (continued)

2 Summary of significant accounting policies (continued)
2.13 Net assets (continued)
Net assets are classified as either undesignated or designated.

° Undesignated: that part of reserves that are not designated by the Center’s management for
specific purposes.

° Designated:

- Use of assets has been designated by the Center management for specific purposes such
as reserve for replacement of property and equipment and net investment in property
and equipment. Designation from undesignated reserves is made on an annual basis
based on Board of Directors’ approval.

- The Board of Directors may also designate reserves to mitigate or counter unforeseen
eventualities, funding reductions and currency risks that pose serious risks for business
continuity.

2.14 Grants income recognition

Grants from the government and institutions are recognised at their fair value where there is a
reasonable assurance that the grant will be received and the Center will comply with all attached
conditions.

The Center is required to assess each of its contracts with donors (unrestricted vs restricted) to
determine whether performance obligations are satisfied over time or at a point in time in order to
determine the appropriate method of recognising income.

(a) Unrestricted grant income

Unrestricted grants are recognized as income upon unconditional transfer of cash or other assets
by donors. Such income is recognized in full in the financial period specified in commitments made
by donors.

(b) Restricted grant income

Restricted grants are recognized as income when there is reasonable assurance that the conditions
attached to them have been complied with, and that the grants will be received. The Center shall
recognize income when it satisfies a performance obligation by transferring a promised good or
service within the underlying contract.

When expenditure is incurred, grant income is recognized to the extent that there is reasonable
assurance that a donor will reimburse the Center for the expenditure incurred. The resulting
receivable should be classified within “Receivables from donors”.

Cash received in advance in the context of the grant is recorded as a liability (deferred income)
until criteria for income recognitions are met.

(¢2))
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International Center for Biosaline Agriculture
Notes to the financial statements for the year ended 31 December 2018 (continued)
3 First time adoption of IFRS

3.1  Impact of IFRS transition on the statement of financial position as at 31 December

2017
As at 31 As at 31
December 2017 Impact of December
Under previous ) transition to Under ) 2017
Note (GAAP IFRS (IFRS
USD’000 USD’000 USD'000
ASSETS

Non-current asset

Property and equipment 6 5,290 - 5,290

Current assets
Inventories 13 - 13

Accounts receivables 7 922 - 922
Short-term deposits (i) 8 - 10,896 10,896
Cash and cash equivalents (i) 8 16,620 (10,896) 5,724
17,555 - 17,555
Total assets 22,845 - 22,845
EQUITY AND LIABILITIES
Equity
Designated 9 15,397 - 15,397
Undesignated 2,039 - 2,039
Net equity 17,436 - 17,436
LIABILITIES
Non-current liability
Provision for employees’ end of
service benefits 10 239 - 239
Current liability
Deferred income (ii) 11 - 1,345 1,345
Accounts payables (ii) 11 5,170 (1,345) 3,825
5,170 5,170
Total liabilities 5,409 - 5,409
Total equity and liabilities 22,845 - 22,845

IFRS transition adjustments and considerations:
(i) Short-term deposits

Following CGIAR Financial Guidelines, the Center recognised short-term deposits as a cash
equivalent. However, according to IAS 7, short-term deposits with a maturity of more than three-
months must be classified as a separate financial asset and not as cash equivalents.

(22)
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International Center for Biosaline Agriculture
Notes to the financial statements for the year ended 31 December 2018 (continued)
3 First time adoption of IFRS (continued)

3.1  Impact of IFRS transition on the statement of financial position as at 31 December
2017 (continued)

(ii)  Accounts payables

Following CGIAR Financial Guidelines, the Center recognized an account payable to donors at
the time the donation was received. However, according to IAS 20 these funds have to be treated
as grants and therefore recognized as deferred income from donors and realised once expensed.
Such classifications have been made under Note 11.

(iii)  Related party

Following CGIAR Financial Guidelines, key management personnel are not defined as related
parties. Under IFRS, key management personnel are considered related parties and their
remuneration has to be disclosed in the financial statements.

3.2 Impact of IFRS transition on the statement of activities and other comprehensive
income for the year ended 31 December 2017

The transition from the previous GAAP to IFRS has not had a material impact on the staterment of
activities and other comprehensive income.

3.3 Impact of IFRS transition on the statement of cash flows for the year ended 31
December 2017

The transition from the previous GAAP to IFRS has not had a material impact on the statement of
cash flows.

4 Financial risk management
4.1  Financial risk factors

The Center’s activities potentially expose it to a variety of financial risks: market risk (including
foreign exchange risk, price risk and cash flow and fair value interest rate risk), credit risk and
liquidity risk. The Center’s overall risk management programme focuses on the unpredictability
of the financial markets and seeks to minimise potential adverse effects on the Center’s financial
performance.

(a) Market risk

@) Foreign exchange risk

Foreign exchange risk arises mainly where financial assets and financial liabilities exist in foreign
currency. The Center is exposed to the effects of fluctuation in the prevailing foreign currency
exchange rates on its financial position and cash flows. Exposure arises due to exchange rate
fluctuations between the UAE Dirham and other currencies generated from related party
transactions, mainly denominated in US Dollars (USD).

The Center does not have a significant foreign currency exposure since the majority of the
transactions are denominated in AED or in currencies that are currently pegged to AED.

(23)
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International Center for Biosaline Agriculture

Notes to the financial statements for the year ended 31 December 2018 (continued)
4 Financial risk management objectives and policies (continued)

4.1  Financial risk factors (continued)

(a) Market risk (continued)

(ii) Price risk

Price risk is the risk that the value of a financial instrument will fluctuate as a result of changes in
market prices, whether these changes are caused by factors specific to the individual instrument or
its issuers or factors affecting all instruments traded in the market. The Center has no significant
exposure to price risk as it does not hold any equity securities or commodities, sensitive to price
fluctuation.

(ii))  Cash flow and fair value interest rate risk

Interest rate risk is the exposure to various risks associated with the effect of fluctuations in the
prevailing interest rates on the Center’s financial position and cash flows. The Center’s have no
significant interest bearing assets or liabilities and accordingly, the Center’s income and operating
cash flows are substantially independent of changes in market interest rates.

(b) Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation
and cause the other party to incur a financial loss. The Center is exposed to credit risk fromts
operating activities primarily from bank balances, short-term deposits, and receivables from
donors, other receivables and due from employees. Credit risks on liquid funds are limited as they
are held with reputable banks registered in the U.A.E. The maximum exposure of credit risk at the
reporting date is the carrying value of each class of financial assets.

Also, the Center has a formal procedure of monitoring and follow-up of the customers.
Management assesses the credit quality of the customer, taking into account its financial position,
past experience and other factors. The utilisation of credit limits is regularly monitored.
Management does not expect any losses from non-performance of the carrying amounts of the
financial assets. The Center’s exposure to credit risk on accounts receivables is detailed in Note 7.

The Center manage its credit risk on bank balances by only dealing with reputable local and
international banks with good ratings.

2018 2017

USb USD

Cash at bank: Rating A- 4,660 5,717

Short-term deposits: Rating A- 14,710 10,896
(24)
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International Center for Biosaline Agriculture
Notes to the financial statements for the year ended 31 December 2018 (continued)

4 Financial risk management objectives and policies (continued)

4.1 Financial risk factors (continued)
(c) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and the availability of
funding through an adequate amount of committed credit facilities. The Center maintain adequate
bank balances to fund its operations and receives ongoing financial support from its Head Office,
if required.

All the Center’s financial liabilities as at the statement of financial position date mature within a
period of 12 months from the statement of financial position date.

42  Capital risk management

The Center’s objectives when managing capital are to safeguard the Center’s ability to continue
as a going concern in order to provide returns for Head Office and to maintain an optimal capital
structure to reduce the cost of capital.

The Center’s are ungeared as at 31 December 2018 and 2017, since it does not have any external
borrowing.

4.3 Fair values estimation

As at 31 December 2018 and 2017, the carrying amount of the Center’s financial assets and
liabilities as reflected in these combined financial statements approximates their fair values.

5 Use of estimates and judgements

Estimates and judgements are regularly evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances.

The Branches make estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year is as follows:

(a)  Property and equipment
Critical estimates are made in determining the useful lives and residual values to property and
equipment based on the intended use of the assets and the economic lives of those assets.

Subsequent changes in circumstances or prospective utilization of the assets concerned could result
in the actual useful lives or residual values differing from initial estimates.

(25)
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International Center for Biosaline Agriculture
Notes to the financial statements for the year ended 31 December 2018 (continued)

7 Cash and cash equivalents

2018 2017

USD’000 USD’000

Cash in hand 7 7
Cash at bank 4,660 5,717
Cash and cash equivalents 4,667 5,724
Fixed deposits — maturity above three months 14,710 10,896
19,377 16,620

Fixed deposits represent short-term deposits with a maturity of beyond three months but less than
twelve months from the date of deposit. The short-term deposits carry an interest at the prevailing
market rates.

8 Accounts receivables
2018 2017
USD’000 USD’000
Receivables from donors 1,128 480
Advance to partners 621 320
Prepayments 7 14
Advances to staff 3 2
Other receivables 164 105
1,922 922

9 Reserves

Reserves represent net assets that are the residual interest in the Center’s assets remaining after
liabilities are deducted. The level of net assets recommended by the CGIAR is 75-90 days of
operating expenses excluding depreciation. As at 31 December 2018, the Center’s net assets
represented 509 days (2017 — 483 days) of the operating expenses excluding depreciation.

Net assets include both the designated and undesignated portions. Details of designated net assets
are as follows:

(a)  Net investment in property and equipment

A portion of unrestricted net assets has been appropriated by the Board of Directors to reflect net
investment in property and equipment.

The balance of USD 4,712 thousand (2017: USD 5,290 thousand) at 31 December 2018 comprises
the balance brought forward from 2017 and the current year’s net decrease in fixed assets of USD
578 thousand (2017: Decrease of USD 1,329 thousand).

(b)  Designated for acquisition and replacement of property and equipment

Each financial year, the Center appropriates from the unrestricted net assets an amount equal to
the movement in the net book value of the property and equipment and any other specific allocation
into a reserve designated to meet the acquisition and replacement costs for property and equipment
items.

(27)
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International Center for Biosaline Agriculture
Notes to the financial statements for the year ended 31 December 2018 (continued)

9 Reserves (continued)

The net balance of USD 6,832 thousand (2017: US$ 6,253 thousand) at 31 December 2018
represents unspent funding available for use by the Center in future years for acquisition and
replacement of property and equipment.

(c) Emergency/Contingency

The emergency/contingency fund may be used for temporary funding gaps or unforeseen needs
that arise during the fiscal year without jeopardise the momentum of the research programs.

10  Provision for employees’ end of service benefits

2018 2017

USD’000 USD’000

At 1 January 239 127
Charge for the year (Note 14) 198 191
Less: payments during the year (53) (79)
At 31 December 383 239

In accordance with the provision of IAS 19, management has carried out an exercise to assess the
present value of its obligation at 31 December 2018 and 31 December 2017, using the projected
unit credit method, in respect of employees’ end of service benefits payable under the UAE Labour
Law. Under this method, an assessment has been made of an employee’s expected service life with
the Center and the expected basic salary at the date of leaving the service. Management has
assumed average increment costs of 1% (2017: 1%). The expected liability at the date of leaving
the service has been discounted to its net present value using a discount rate of 3.45% (2017:
3.5%).

11  Accounts payables

2018 2017

USD’000 USD’000

Advance from donors — unrestricted funds 2,500 2,500
Accrued expenses 1,851 659
Repatriation costs 636 220
Payable to partners 380 81
Supplier payables 255 95
Employee related accruals 198 163
Pension payables 121 105
Other payables - 2
5,941 3,825

Deferred income - restricted funds 1,639 1,345
Total current liabilities 7,580 5,170

(28)
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International Center for Biosaline Agriculture

Notes to the financial statements for the year ended 31 December 2018 (continued)

12  Grants income

2018 2017
USD’000 USD’000
Unrestricted grants (Exhibit 1) 6,000 7,000
Restricted grants (Exhibit 2) 4,549 3,827
10,549 10,827
13  Operating expenses by nature
Unrestricted Restricted Total Unrestricted Restricted Total
2018 2017
USD’000 USD’000 USD’000 USD’000 USD’000 USD’000
Personnel costs
(Note 14) 3,642 1,520 5,162 4,587 1,292 5,879
Other collaboration 110 1,302 1,412 106 1,017 1,123
Supplies & services 1,609 1,090 2,699 927 893 1,820
Travel 113 209 322 131 223 354
Depreciation 573 13 586 1,140 51 1,191
Loss on sale of
equipment 6) - (6) 133 - 133
Overhead cost
recovery (412) 412 - (351) 351 -
5,628 4,546 10,174 6,673 3,827 10,500
Operating expenses classified as follows:
Research costs 6,361 6,827
Collaboration cost 1,412 1,122
General and administrative expense 2,401 2,551
10,174 10,500
14  Personnel costs
2018 2017
USD’000 USD’000
Salaries and wages 3,733 2,948
Other benefits 1,231 2,730
End of service benefits (Note 10) 198 191
5,162 5,879
15  Finance income
2018 2017
USD’000 USD’000
Interest income on deposit 259 162
(29)
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International Center for Biosaline Agriculture

Notes to the financial statements for the year ended 31 December 2018 (continued)

16  Contingent liabilities and commitments

(a) Contingent liabilities

At 31 December 2018, the Center had no contingent liabilities in respect of bank guarantees arising
in the ordinary course of business from which it is anticipated that no material liabilities will arise

(2017: Nil).

(b) Commitments

The Center had no capital commitments as at 31 December 2018 (2017: Nil).

17  Financial instruments by category

2018 2017
USD’000 USD’000
Financial assets at amortised cost
Accounts receivables (excluding advances and
prepayments) (Note 7) 1,291 585
Cash and cash equivalents (Note 8) 19,377 16,620
20,669 17,205
Financial liabilities at amortised cost
Accounts payables (excluding advances from donors
and partners) (Note 11) 3,062 1,243

18 Related party information

Related parties include Directors, shareholders and key management personnel and entities in
which they have the ability to control and exercise a significant influence in financial and operating

decisions.

Related party transactions

2018
USD’000

Key management compensation
Salaries and other short-term benefits 881,733
Employee benefit obligations 119,744

2017
USD’000

1,051,771
75,598

(30)
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