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FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008

STATEMENT OF PURPOSE

The International Livestock Research Institute (TLRI) works at the crossroads of livestock and poverty, bringing high-
quality science and capacity building to bear on poverty reduction and sustainable development for poor livestock
keepers and their communities. Livestock are critical to the poor in several ways: as a source of income and
employment, as assets to provide savings in moving out of poverty and to buffer against household emergencies and
more general shocks, and as a critical tool in sustainably improving productivity in mixed smallholder farming systems.

Livestock keepers are very important in the world. They represent almost 20% of the world population and steward
most of the agricultural fand in the tropics, particularly in sub-Saharan Africa and tropical Asia. The expanding demand
for livestock products in developing countries provide unique opportunities for improving livelihoods and linked to that,
improving stewardship of the environment. ILRI’s role is to provide research technologies, knowledge and evidence for
sustainable and pro-poor policies and investments,

ILRI focuses on key livestock value chains of importance to the poor. Smallholder dairy systems are one such system in
which the availability of family labour and the ability of ruminants to exploit lower quality available roughage allow the
poor to be competitive. Along these value chains, bundling of improved breeding, feeding and animal heaith services
together with financial and marketing services are critical. Smallholders are most competitive in local markets and
provide an initial focus for improving the market success for the poor in most developing countries. However, as

urbanization increases and incomes grow, smallholders will need to be linked through more sophisticated value chains
to capture greater value opportunities.

ILRI also tracks dynamic changes in livestock systems to assess future opportunities for the poor. Major research areas
include identifying and assessing options for adaptation to climate change, mitigating risk from emerging and re-
emerging diseases and providing a diversity of livelihood strategies for livestock keepers in harsher environments.

LOCATIONS AND STAFF

ILRI's headquarters are located in Nairobi, Kenya, with a second principal campus in Addis Ababa, Ethiopia. In 2008,
ILRI scientists were also based in partner institutions in Africa (Nigeria, Mozambique, and Mali) and Asia (China,
India, and Vietnam). ILRI employs about 700 staff from about 40 nationalities, including 83 internationally recruited
staff representing some 30 disciplines. About 600 staff are nationally recruited, largely from Kenya and Ethiopia. An
increasing number of scientists who work at ILRI are jointly appointed by a partner organization and TLRI.

GOVERNANCE

The Board of Trustees is composed of 11 outstanding professionais with particular expertise in the field of livestock
science, agricultural research, development and corporate management. The key role of the Board is to determine
ILRI’s mission, to oversee the adequacy of the Institute’s strategy, strategic planning and programme review processes,
and to provide appropriate input into it. The Board ensures that plans and programmes are appropriate for carrying out
ILRI’s mandate, that they are in line with CGIAR priorities and that they have high probability for impact on poverty
reduction and sustainable natural resource use. The Board has the fiduciary responsibility of ILRI’s financial resources.

ILRI is one of the 15 international agricultural research centres supported by the Consultative Group on International
Agricultural Research (CGIAR) which is an association of governments and public-and private-sector institutions
working to reduce poverty, hunger and environmental degradation in developing countries. The co-sponsors of the
CGIAR are the World Bank, the United Nations Development Programme, the Food and Agriculture Organization of
the United Nations and the International Fund for Agricultural Development.
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STATEMENT OF PURPOSE (continued)

FUNDING

ILRI is funded by more than 50 private, public and government organizations of the North and South. Some donors
support ILRI with core and programme funds whereas others finance individual research projects. In-kind support from
national partners, particularly Kenya and Ethiopia as well as that from international collaborators is substantial and
vital. This mix of generic, specific and in-kind resources is essential for the partnership research we conduct.

PARTNERSHIPS

ILRI’s strategy is based on strong partnerships as an essential way of operating and ensuring that the outputs of our
research lead to development impacts.

It gives us pleasure to acknowledge the donor countries and organisations that supported ILRI research in 2008 listed in
exhibit 1 through 3. We could not have helped reduce world poverty through animal agriculture research without their
intellectual as well as financial support. Many thanks.

Signed on behalf of the Board of Trustees by:

Director General
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STATEMENT BY THE CHAIRMAN OF THE BOARD OF TRUSTEES
FOR THE YEAR ENDED 31 DECEMBER 2008

The year ending December 2008 was another busy and rewarding year for ILRI. We had a modest growth in our budget,
and continued to implement the recommendations from the 2006 External Programme and Management review
(EPMR). Both Board and Management actively engaged in the CGIAR Reform process. We have consolidated a
number of platforms that ILRI has hosted over the last couple of years which we see as new organisational models for
future operation of the CGIAR. These include the “CGIAR Collective Action for Eastern and Central Africa, the Hub
for Biosciences eastern and central Africa (BecA) and the Regional Strategic Analysis and Knowledge Support Systems
(ReSAKSS) for eastern and southern Africa. The Board also implemented all of the recommendations from a Centre
Commissioned External review of the Institute’s Governance.

There were many more activities and changes taking place which are too numerous to mention in this brief overview. 1

would however like to highlight a few key issues that reflect the changes that ILRI is managing in a dynamic
environment:

e  Major progress on the construction of the ILRI-BecA platform for biosciences was made with completion
expected in mid 2009. There were a number of exciting research projects initiated on the BecA platform and
over 30 African students conducting research for their MSc and PhD degrees.

e  Major expansion of activities on infectious diseases, especially those emerging or re-emerging due to dynamic
social and ecological change.

» Studies were undertaken and completed to better target investments in adaptation to climate change for
livestock keepers in Africa.

»  Deepening of dairy value chain work with key partners on service delivery and input and marketing hubs. This
work is underway in both Africa and Asia. The issue of market access and value chain for small holder
livestock keepers is the theme of the ILRI 2007 Annual Report.

Reference to these and other ILRI activities and outputs can be accessed through our web site at www.ilri.org

The ILRI Board held two face to face Board of Trustees (BoT) meetings and retreats in 2008 in Addis Ababa, Ethiopia,
and Nairobi, Kenya. A number of Board Members participated in the Institute’s Annual Planning Meeting (APM) to get
acquainted with ILRI’s programme and research staff, to monitor ongoing work and progress and to reflect jointly with
ILRI staff on strategic issues related to the Institute and the broader CGIAR agenda.

The following are actions taken by the ILRI Board of Trustees in 2008 to improve the Board’s overall performance:

1. In 2008 theBoard appointed Professor Nieves Confesor to the ILRI Board. Professor Confesor is a member of

the Faculty of the Asian Institute of Management , a core faculty at its Centre for Development Management
and Executive Education and Lifelong Leaming .

2. In 2007 the ILRI Board commissioned a Centre Commissioned External Review on governance. The Board
reviewed and adopted the CCER recommendations in 2008 and immediately undertook to implement the
recommendations. Key amongst the actions and decisions taken were:

¢  The establishment of an Audit Committee separate from the Finance Committee

* To retain the Human Resources Committee of the Board

¢ To develop a clear and forward looking strategy and procedure for Board member succession
including the position of Board Chair

e To maintain the process of comprehensively assessing Board meetings, the performance of
the Board Chair and the Director General

e To ensure that Board policies and procedures are posted on the ILRI web site and
communicated broadly to ILRI staff
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STATEMENT BY THE CHAIRMAN OF THE BOARD OF TRUSTEES (continued)
FOR THE YEAR ENDED 31 DECEMBER 2008

The Board is pleased to note the continued financial health and stability and the sound and prudent management of the
Institute’s financial resources. Revenue in 2008 amounted to US$ 43.4 million against expenditure of US$ 42.1 million
resulting in a small surplus of US$ 1.3 million for the year 2008. The Institute’s undesignated net assets at the end of
2008 amount to US$ 9 million (total net assets amount to US$ 26 million) with liquidity and operational reserve levels

above the CGIAR recommended ranges. This situation allows ILRI to adopt a more forward-looking perspective in
terms of financial and budget matters.

The total staff complement in 2008 was approximately 700. The majority of these were based at headquarters in Kenya
and at our principal campus in Ethiopia. Of the 700 staff approximately 85 staff are internationally recruited

representing some 40 nationalities. Whereas about 50 staff left the Institute in 2008, we recruited about 40 new
members of staff.

As 1 mentioned at the beginning of this overview, 2008 was an extremely busy year for the ILRI family. But it was at

the same time a very successful year. With quite some pride, the Board would like to thank all ILRI staff for their
commitment and hard work.

On behalf of the Members of the Board I thank our investors and partners for their confidence and continued support
allowing us to fulfil our mission.

Date: 2¥ April 2009
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ILRI BOARD STATEMENT ON RISK MANAGEMENT
FOR THE YEAR ENDED 31 DECEMBER 2008

The ILRI Board of Trustees is responsible for ensuring that the Institute has an appropriate risk management system in
place to identify, assess, manage and monitor risks faced by the Centre in achieving its objectives. ILRI faces risks as
dynamic as the environment in which the Institute operates. They include threats to ILRI’s reputation, finances,
operations, staff, infrastructure and stakeholders.

ILRI has had a risk management policy and strategy in place since 2004. Both policy and practice of the Institute’s risk
management conforms to the CGIAR principles and guidelines adopted by the CGIAR. The Institute manages risk by
ensuring that appropriate means, processes and tools as well as control systems and people are in place throughout the
organisation. The key practices ILRI has developed to manage risks include appropriate policies and clear
accountabilities, regular environmental scans, integrated planning systems, use of transaction approval frameworks,

adequate research-, financial- and management reporting systems as well as monitoring individual performance and
business processes across key areas.

The effectiveness of ILRI’s risk management policy, strategy and implementation has been assessed by the CGIAR s
Internal Audit Unit, which is independent of ILRI business Units. The ILRI Board of Trustees reviews both the risk
management system as well as major risks at each of its meetings. At its November 2008 meeting, the Board discussed

and agreed the basic principles and areas for the 2009 ILRI Internal Audit Plan, which was formally adopted in January
2009.

The Board of Trustees has reviewed ILRI’s risk management policy and strategy and is satisfied that it was
implemented effectively during 2008.

Uwe Werblow

Board CEBTW i ..
Date: 21 Aprjt 2009
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STATEMENT OF MANAGEMENT’S RESPONSIBILITIES ON THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008

Management is required to prepare financial statements for each financial year which give a true and fair view of the
state of affairs of the Institute and its subsidiary as at the end of the financial year and of the consolidated results of
activities and cash flows of the Institute and its subsidiary for that year, Management is also required to ensure that the
Institute keeps proper accounting records which disclose with reasonable accuracy at any time the financial position of
the Institute and its subsidiary. They are also responsible for safeguarding the assets of the Institute and its subsidiary.

The Institute’s management is responsible for the preparation and fair presentation of these financial statements in
accordance with the Financial Guideline Series No.2 —Accounting Policies & Reporting Practices Manual of the
Consultative Group on International Agricultural Research (CGIAR) and International Financial Reporting
Standards(IFRS). This responsibility includes: designing, implementing and maintaining internal controls relevant to the
preparation and fair presentation of financial statements that are free from material misstatement, whether due to fraud

or error, selecting and applying appropriate accounting policies, and making accounting estimates that are reasonable in
the circumstances.

Management accepts responsibility for the annual financial statements, which have been prepared using appropriate
accounting policies supported by reasonable and prudent judgements and estimates, in conformity with CGIAR
Financial Guideline Series No.2 —Accounting Policies & Reporting Practices Manual and International Financial
Reporting Standards. Management is of the opinion that the financial statements give a true and fair view of the state of
the financial affairs of the institute and its subsidiary and of its consolidated results of activities and cash flows.
Management further accepts responsibility for the maintenance of accounting records which may be relied upon in the
preparation of financial statements, as well as adequate systems of internal financial control,

The Board of Trustees exercises its responsibility for these financial statements through its Finance and Audit
Committees. The Committees meet regularly with management, internal auditors and external auditors to review matters
relating to financial planning, financial reporting, risk management, internal control, and auditing.

The accompanying report is based on the audit conducted by Deloitte & Touche.

Nothing has come to the attention of the management to indicate that the Institute and its subsidiary will not remain
going concerns for at least the next twelve months from the date of this statement.

Signed on behalf of Management by:

...............................

Michael Klass
Interim Director of Finance and Administration
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INDEPENDENT AUDITORS’ REPORT
TO THE BOARD OF INTERNATIONAL LIVESTOCK RESEARCH INSTITUTE

We have audited the accompanying financial statements of International Livestock Research Institute (ILRI), set out on pages
10 to 36 which comprise the consolidated and Institute separate statements of financial position as at 31 December 2008, and
the consolidated and Institute separate statements of activities, consolidated and Institute separate statements of changes in net
assets and the consolidated statement of cash flows for the year then ended, together with the summary of significant
accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

The institute’s management are responsible for the preparation and fair presentation of these financial statements in
accordance with Consultative Group on International Agricultural Research (CGIAR) financial guideline Series No-2
Accounting Policies & Reporting Practices Manual (February 2006) and International Financial Reporting Standards. This
responsibility includes: designing, implementing and maintaining internal controls relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditors ' Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with International Standards on Auditing. Those standards require that we comply with ethical requirements and

plan and perform the audit to obtain reasonable assurance whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on our judgement, including the assessment of the risks of material misstatement
of the financial statements, whether due to fraud or error. In making those risk assessments, we considered the internal
controls relevant to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures
that were appropriate in the circumstances, but not for the purpose of expressing an opinion on the entity’s internal controls.
An audit also includes evaluating the appropriateness of accounting policies used and the reascnableness of accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

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

In our opinion the accompanying financial statements give a true and fair view of the consolidated and ILRI state of financial
affairs at 31 December 2008 and of the consolidated and ILRI results of activities and the consolidated cash flows for the year
then ended in accordance with the Consultative Group on International Agricultural Research (CGIAR) financial guideline

Series No-2 Accounting Policies & Reporting Practices Manual (February 2006) and International Financial Reporting
Standards.

! /
Qeﬂs,(((@, { /16 uchs—
Certified Public Accountants (Kenya)

21 April 2009

Nairobi

9

Partners: D.M. Ndonye F.O. Aloo H. Gadhoke* D.C. Hodges* J M. Kiarie M.M.Kisuu J. Nyang'aya $.0.Onyango JW Wangai
* British

Member of Deloitte Touche Tohmatsu



INTERNATIONAL LIVESTOCK RESEARCH INSTITUTE

CONSOLIDATED STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED 31 DECEMBER 2008

REVENUE AND GAINS

Grant Revenue (Exhibit 1 & 2)

Other revenue and gains
Sales of livestock

Cost of sale of livestock

Fair value gain on biological assets

Total revenue and gains

EXPENSES AND LOSSES

Program related expenses
Management and general expenses
Kapiti Plains expenses

Handover of assets in Debre Zeit

Sub total expenses and losses

Indirect cost recovery

Total expenses and losses

NET SURPLUS / (DEFICIT)

- EXPENSES BY NATURAL
CLASSIFICATION
Personnel costs
Collaborators/Partnership Costs
Supplies and Services
Operational Travel
Depreciation

Total

Note  Unrestricted  Restricted Challenge 2008 2007
Temporary Program Total Total
US$ ‘000 US$ 000 US$ 000 US$000 USS 000
5 13,770 25,524 322 39,616 34,703
6 3,883 - - 3,883 3,724
7 163 - - 163 153
7 (73) - - (73) (52)
7 192 - - 192 16
17,935 25,524 322 43,781 38,544
8 4,709 25,524 322 30,555 31,937
9 13,631 - - 13,631 8,676
7 163 - - 163 113
19 - - - 1,178
18,503 25,524 322 44,349 41,904
10 (2,041) - - (2,041) (1,760)
16,462 25,524 322 42308 40,144
1,473 - - 1,473 (1,600)
11,087 8,698 67 19,852 17,859
126 2,715 171 3,012 3,959
2,640 12,125 26 14,791 14,317
979 1,986 58 3,023 2,358
19 1,630 - - 1,630 1,651
16,462 25,524 322 42308 40,144

10



INTERNATIONAL LIVESTOCK RESEARCH INSTITUTE

INSTITUTE SEPARATE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED 31 DECEMBER 2008

REVENUE AND GAINS

Grant Revenue (Exhibit 1& 2)
Other revenue and gains

Total revenue and gaing

EXPENSES AND LOSSES

Program related expenses
Management and generaf expenses
Handover of assets in Debre Zeit

Sub total expenses and losses

Indirect cost recovery

Total expenses and losses

NET SURPLUS/ (DEFICIT)

EXPENSES BY NATURAL
CLASSIFICATION
Personnel costs
Collaborators/Partnership costs
Supplies and services
Operational travel
Depreciation

TOTAL

Note

[~ SR

o]

10

11

19

Unrestricted Restricted
Temporary

USS ‘006 USS ‘000
13,770 25,524
3,883 -
17,653 25,524
4,709 25,524
13,631 -
18,340 25,524
(2,041) -
16,299 25,524
1,354 -
11,055 8.698
126 2,715
2,523 12,125
979 1,986
1,616 -
16,299 25,524

Challenge*
Program
U8s 366

322

322

322

322

322

2008 2007
ILRI  ILRI

USS ‘000 USS ‘000
39616 34,703
3,883 3,724
43,499 38,427
30,555 31,937
13,631 8,676
1,178
44,186 41,791
(2,041)  (1,760)
42,145 40,031
1,354 (1,604)
19,820 17,826
3612 3,959
14,674 14,252
3,023 2358
1,616 1,636
42,145 40,03

* Revenue and expenses shown under Challenge Program relate to funds granted by Challenge Programs to ILRI.

11



INTERNATIONAL LIVESTOCK RESEARCH INSTITUTE

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
31 DECEMBER 2008

ASSETS
2008 2007
Note US$ 000 USS 000
Current Assets
Cash and cash equivalents 12 24,188 26,542
Accounts receivable and advances
Donors 13 6,128 3,545
Advances to partners 3,902 1,287
Other CG centres 14 332 444
Employees including project advances 390 448
Others 15 575 475
Inventories 16 695 644
Livestock 17 882 840
Prepaid expenses 1,377 1,165
Total Current Assets 38,469 35,390
Non Current Assets
Prepaid operating lease 18 13 16
Property and equipment — net 19 15,193 11,871
Total Non-Current Assets 15,206 11,887
TOTAL ASSETS 53,675 47,277
LIABILITIES AND NET ASSETS
Current Liabilities
Accounts payable
Donors 20 20,182 13,833
Other CG centres 21 399 424
Employees 22 1,602 1,481
Others 23 1,273 2,408
Accruals 24 2,069 2,315
Total Current Liabilities 25,525 20,461
Non Current Liabilities
Accounts payable — Employees 22 3,176 3,212
Total Liabilities 28,701 23,673
Net Assets
Unrestricted — Undesignated 8,735 10,721
— Designated 15,720 12,380
Reserves in experimental farm 519 503
Total Net Assets 24,974 23,604
TOTAL LIABILITIES AND NET ASSETS 53,675 47277

The financial statements on pages 10 to 36 were approved by the Board of Trustees on 21 April 2009 and
were si r1tSTt

Interim Director of Finance and Administration

12



INTERNATIONAL LIVESTOCK RESEARCH INSTITUTE

INSTITUTE SEPARATE STATEMENT OF FINANCIAL POSITION
31 DECEMBER 2008

ASSETS
2008 2007
Note US$ <000 US$ 000
Current Assets
Cash and cash equivalents 12 24,155 26,447
Accounts receivable and advances
Donors 13 6,128 3,545
Advances to partners 3,902 1,287
Other CG centres 14 332 444
Employees including project advances 390 448
Others 15 1,029 891
Inventories — net- 16 695 644
Prepaid expenses 1,377 1,165
Total Current Assets 38,008 34,871
Non Current Assets
Property and equipment — net 19 15,138 11,798
Investment in subsidiary 7 1,816 1,816
Total Non-Current Assets 16,954 13,614
TOTAL ASSETS 54,962 48,485
LIABILITIES AND NET ASSETS
Current Liabilities
Accounts payable
Donors 20 20,182 13,833
Other CG centres 21 399 424
Employees 22 1,602 1,481
Others 23 1,263 2,303
Accruals 24 2,069 2,315
Total Current Liabilities 25,515 20,356
Non Current Liabilities
Accounts payable — Employees 22 3,176 3212
Total Liabilities 28,691 23,568
Net Assets
Unrestricted — Undesignated 25 8,735 10,721
— Designated 25 17,536 14,196
Total Net Assets 26,271 24,917
TOTAL LIABILITIES AND NET ASSETS 54,962 48,485

The financial statements on pages 10 to 36 were approved by the Board of Trustees on 21 April 2009

and were by:
[al

H t e (O b
Heeter-oencrar

Interim Director of Finance and Administration

13



INTERNATIONAL LIVESTOCK RESEARCH INSTITUTE

INSTITUTE SEPARATE STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED 31 DECEMBER 2008

At 1 January 2007

Net change in investment in fixed assets
Exchange translation
Deficit for the year

Balance as at 31 December 2008
At 1 January 2008
Net changes in investment in fixed assets

Surplus for the year

Balance as at 31 December 2008

Notes

25

15

Un-
designated
US$ 000
13,641
(1,316)

(1 ,604;

10,721

(3,340)
1,354

8,735

Designated
reserve
US$ ‘000
12,880

1,316

Total
USS$ “000

26,521

(1 ,604;

24,917

24,917

1,354

26,271
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CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2008

Note

CASH FLOWS FROM OPERATING ACTIVITES
Change in net assets
Depreciation of property and equipment
Gain on disposal of property and equipment
Exchange difference on subsidiary’s opening reserves
(Increase)/ decrease in current assets:
Accounts receivable

Donors

Employees

Others
Inventories
Prepaid expenses
Increase/(decrease) in current liabilities:
Accounts payable

Donors

Employees

Others
Accruals
Net cash generated from operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property and equipment
Proceeds of disposal of property and equipment
Net cash used in investing activities
INCREASE/(DECREASE) IN CASH AND CASH
EQUIVALENTS
Exchange translation
CASH AND CASH EQUIVALENTS
At the beginning of the year
At the end of the year 12

16

2008
US§ '000

1,473
3,867
(285)
(103)

(5,198)
58

12
(93)
212)

6,349
85
(1,160)
(246)

4,547

(7,411)
494

(6,917)

(2,370)

16

26,542

24,188

2007
USS$ '000

(1,600)
1,650
(369)

31

(404)
117
(196)
116
(760)

5,104
172
1,351
564

5,776

(4,288)
1,685

(2,603)

3,173

“)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008

L

A)

B)

C)

D)

CREATION AND STATUS OF THE INSTITUTE

The International Livestock Research Institute (ILRI) was created as an international organisation by an
agreement dated 21 September 1994 signed in Berne, Switzerland, by the governments of Switzerland,
Denmark, Sweden, Kenya and Ethiopia and the United Nations Environmental Programme. On 1 January
1995, all the activities, assets, liabilities and fund balances of the International Laboratory for Research on
Animal Diseases (ILRAD) based in Nairobi, Kenya, and the International Livestock Centre for Africa
(ILCA) based in Addis Ababa, Ethiopia, were transferred to ILRI.

ILRI operates under agreements entered into with the governments of the respective host countries (Kenya
and Ethiopia).

The Government of Kenya (1974) and the Government of Ethiopia (1976) made available to ILRI
leasehold land of approximately 70 hectares and 32 hectares respectively.

The financial statements of ILRI have been consolidated with the financial statements of its subsidiary -

Kapiti Plains Estate Limited in accordance with International Accounting Standard 27 on consolidated and
separate financial statements.

SUBSIDIARY-KAPITI PLAINS ESTATE LIMITED

Kapiti Plains Estate Limited is a wholly owned subsidiary of ILRI purchased in 1981 registered under the
Companies Act of Kenya. The company operates a ranch that was acquired primarily to support the
research needs of International Livestock Research Institute and sells surplus livestock to third parties.

The financial statements of ILRI reflect the activities of two multi-stakeholder initiatives for which ILRI
assumes legal and managerial responsibility:

BIOSCIENCES EASTERN AND CENTRAL AFRICA (“BECA”)

Biosciences eastern and central Africa (“BecA”) is a network under NEPAD’s Comprehensive African
Agricultural Development Program and Centers of Excellence for Science and Technology. BecA consists
of a hub, secretariat, regional nodes and other participating laboratories and organizations which are
mobilizing biosciences for Africa’s development. It seeks to strengthen the capacity of scientists in
Eastern and Central Africa to conduct bioscience research leading to products that can improve livelihoods
of farmers in the region. The BecA Secretariat and the hub, a research platform that includes state-of-the-
art facilities and research support, are hosted at ILRI's Nairobi campus. ILRI is a member of the Steering
Committee of BecA whose accounts are included in ILRI’s accounts. The BecA initiative is funded

through a grant by the Canadian International Development Agency (CIDA) to ILRI as well as by ILRI’s
unrestricted funds,

SYSTEM WIDE LIVESTOCK PROGRAMME (SLP)

The SLP is a multi-centre initiative that adds value to the outputs of individual CGIAR centres and their
partners by creating and exploiting synergies in crop-livestock research to reduce poverty in areas where
small-scale mixed crop-and-livestock production is widely practiced. Through these partnerships the
programme seeks to contribute to the CGIAR and Millennium Development Goals of reducing poverty by
enhancing the productivity and sustainability of crop-livestock agriculture through improving feed. The
programme activities are mainly funded by Canada, Switzerland and the World Bank.

ILRI hosts and provides logistic and administrative support to the Program Coordination office, chairs the

Livestock Programme Group and ensures that the required expertise in livestock is available for projects
led by centres other than ILRI.

17



INTERNATIONAL LIVESTOCK RESEARCH INSTITUTE

CONSOLIDATED STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED 31 DECEMBER 2008

At 1 January 2007
Net change in investment in fixed assets
Exchange translation

(Deficit)/surplus for the year

Balance as at 31 December 2007

At 1 January 2008
Net change in investment in fixed assets
Exchange translation

Surplus for the year

Balance as at 31 December 2008

Notes

25

Un- Designated
designated reserve
Consolidated  Consolidated
US$ 000 US$ ‘000
13,641 11,064
(1,316) 1,316
(1,604) -
10,721 12,380
10,721 12,380
(3,340) 3,340
1,354 -
8,735 15,720

14

Reserves in
experimental Total
farm
(Kapiti) Consolidated
US$ ‘000 US$ ‘000
468 25,173
31 31
4 (1,600)
503 23,604
503 23,604
(103) (103)
119 1,473
519 24,974

Exchange translation on opening reserves in subsidiary and opening balance on assets



INTERNATIONAL LIVESTOCK RESEARCH INSTITUTE

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
FOR THE YEAR ENDED 31 DECEMBER 2008

2. SIGNIFICANT ACCOUNTING POLICIES

Statement of Compliance

The accounting policies applied in the preparation of these financial statements are consistent with the
Consultative Group on International Agricultural Research (CGIAR) financial guideline series No. 2 -
Accounting Policies & Reporting Practices Manual (Revised February 2006) and complemented by
[nternational Financial Reporting Standards (IFRS) as required.

Basis of accounting

These policies are summarised below.

(a)

(b

()

(d)

(e)

Accounting convention

The financial statements are prepared under the historical cost convention and on accruals basis,
modified to include the carrying of certain assets belonging to the subsidiary at fair value.

Revenue recognition

i)  Grants represent support with donor-imposed conditions and could be restricted or unrestricted.
Unrestricted grants are grants received which the institute may freely use for its mandated
activities. Restricted grants are received in support of specified projects or activities mutually
agreed upon between the centre and the donors

ii) Restricted grants are recognised as revenue upon the fulfilment of donor-imposed conditions,

iii) Unrestricted grants are recognised upon receipt of confirmed commitment.

iv) Program funds are funds provided by donors that need to be used on a certain research theme,
activity or region. They are treated as restricted grants.

v)  Other revenues and gains are recognised as they are earned.

Currency translation

The Institute’s financial statements are presented in United States Dollars (US$). Transactions and
balances expressed in currencies other than the US dollar are treated as follows:

6] Non US dollar grants and donations received in the year are converted to US dollars at the
rates of exchange being used on the dates of receipt. Non US dollar grants and donations
pledged for the year but not received by the year-end are recognised in the financial
statements at the rates of exchange prevailing at the year-end.

(ii) Non US dollar denominated expenditures are recorded at the prevailing rates of exchange for
the month in which they are incurred and are accumulated in US dollars.

(iii) Assets and liabilities that are denominated in currencies other than the US dollar are restated
into US dollars at the rates of exchange prevailing at the year-end.

(iv) Gains and losses arising from changes in exchange rates are charged or credited to the
statement of activities in the year in which they arise.

Cash and Cash equivalents

Cash equivalents are short term, highly liquid investments that are both readily convertible to known
amounts of cash and so near maturity date that they present insignificant risk of changes in value

Accounts receivable

Accounts receivable from donors, employees and other entities are carried at anticipated realisable
value, An allowance is made for doubtful receivables based on a review of all outstanding amounts at
the year-end. Bad debts are written off during the year in which they are identified as irrecoverable.
The write off of receivables is done after ail efforts to collect have been exhausted.

Donor receivables are funds expended on behalf of a donor but not yet reimbursed.
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INTERNATIONAL LIVESTOCK RESEARCH INSTITUTE

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

2 SIGNIFICANT ACCOUNTING POLICIES (Continued)

()

(2)

Property and equipment

Property and equipment whose full cost exceed US$1,000 and which ILRI can use in the production
or supply of goods or services or for administrative services for more than one year are capitalised and
stated at acquisition cost less accumulated depreciation and accumulated impairment losses.
Acquisition cost includes the direct purchase price and incidental costs such as freight, insurance,
installation and handling charges. Subsequent material expenditure that extends the useful life or
enhances the operating efficiency of an item of property and equipment is capitalised. The cost of
normal repairs and maintenance of existing property and equipment is treated as operating expenses.

Construction work-in-progress is capitalised as work progresses but depreciation starts only when the
work is completed and the facility is put into use.

All immovable assets constructed or carried on leasehold land donated by host countries have been
capitalised as assets of the Institute. TLRI has the right to negotiate for extension of leases under the
host country agreements upon the expiry of the current leases. In accordance with the host country
agreements, in the event that the host country agreement is terminated or the host country does not
renew a lease upon expiry, all immovable assets will be disposed off by the CGIAR (in consultation
with Government of Ethiopia and Government of Kenya).

Gains and losses on disposal of property and equipment are determined by reference to their carrying
amount and are accounted for in the Statement of Activities.

Depreciation & Amortisation

Depreciation is calculated on the straight-line basis at annual rates estimated to write off the cost of
each item of property and equipment over the estimated term of its useful life. The annual rates used
are:

Farm works 5%

Buildings and land improvements 3% (33 years)

Laboratory and scientific equipment 10% - 15% (7 - 10 years) on an item by item
basis

Computers 33.33% (3 years)

Office and household furniture and equipment  20% (5 years)

Farm equipment 10% (10 years)

Motor vehicles 20% (5 years)

Software 33.33% (3 years)

Depreciation of acquired assets start in the month the assets are placed in operation and continue until
the assets has been fully depreciated or their use discontinued.

Property and equipment acquired using project-restricted funds are fully depreciated when they are
placed in operation under the specific benefiting projects.

Depreciation charge is time-apportioned in the year of disposal of items of property and equipment.

For the subsidiary company, excess depreciation on the revaluation surplus is transferred from the
capital reserve to revenue reserve.

Operating lease rentals relating to leased land are amortised over the term of lease.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h)

M

@

(k)

M

(m)

(m)

Intangible assets

Intangible assets of the Institute comprise acquired computer software. The cost of acquisition and
installation of computer software is capitalised and amortised over the estimated useful life of the
software, usually three years,

Asset impairment losses

The carrying values of property and equipment, including intangible assets, are reviewed annually and
adjusted for impairment losses where it is considered necessary.

Inventories and livestock

Cost is calculated on the weighted average basis and includes purchase price, freight and other
incidental costs.

The determination of obsolescence or expiration is based on the lower of the manufacturer’s
recommendations and documented experience and knowledge of management. Excess inventory is
written down wholly as soon as it is identified and the exact level of excess is determined.

Livestock is stated at fair value less point of sale costs. The fair value of livestock is determined based
on market prices for livestock of similar age, breed and genetic merit. Changes in fair value are
recognised in the statement of activities.

Staff retirement benefits

The Institute’s contributions are maintained as a defined contribution plan for all categories of staff,
Full provision is made for severance benefits payable to employees at the end of their contracts,
Provisions are also made in respect of outstanding leave days accruing to all staff and all repatriation
costs. (See note 22).

Net assets

Net assets represent the residual interest in the Institute’s assets remaining after liabilities have been
deducted. All the Institute’s net assets are unrestricted.

Accruals

Accruals represent liabilities to pay for goods or services that have been received/supplied but not yet
invoiced or formally agreed with suppliers.

Accounts payable

These represent amounts due to donors, employees and others for support, services and /or materials
received prior to year-end but not paid for as at balance sheet date

Donor payables are unexpended funds received in advance for restricted grants,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

2

SIGNIFICANT ACCOUNTING POLICIES (Continued)

(0)

(p)

Provisions

Provisions are recognised when the Institute has: (a) a present legal or constructive obligation as a
result of past events, (b) it is more likely than not that an outflow of resources will be required to
settle the obligation and (c) a reliable estimate of the amount can be made. Provisions are measured at
the present value of management’s best estimate of the expenditure required to settle the present
obligation at the statement of financial position date.

Tax

ILRI - The governments of Kenya and Ethiopia have undertaken to exempt the Centre from all local

taxes including customs duty on goods and services received by the Centre. Consequently, the centre
does not account for tax in its financial statements.

Kapiti Plains Estate Limited - Current taxation is provided for on the basis of the results for the year
as shown in the financial statements, adjusted in accordance with the tax legislation. Deferred taxation
is provided using the liability method, for all temporary differences arising between the tax bases of
assets and liabilities and their carrying values for financial reporting purposes. Deferred tax assets are
recognised for all deductible temporary differences, carry forward of unused tax losses and unused tax
credits to the extent that it is probable that future taxable profits will be available against which the
deductible temporary differences, unused tax losses and the unused tax credits can be utilised.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

Managing financial risk is one aspect of the risk management practice of ILRI which considers all its
operations. The organisation’s activities expose it to a variety of financial risks, including funding risks,
variation of foreign exchange risk, interest risk, credit risk, banking risk and inflation.

Risk management is carried out by the management of the institute supported by the internal audit unit under
policies approved by the Board of Directors. A key element of the institute’s risk management programme is
minimising potential adverse effects on its financial performance. The Finance function identifies, evaluates

and hedges financial risks.

(i) Risk from foreign exchange risk and interest rate variations

(i)

The organisation is exposed to foreign exchange risk arising from various currency exposures, primarily
with respect to the Kenya shilling, Ethiopian Birr, British pound and the Euro. Foreign exchange risk
arises from future transactions and recognised assets and liabilities.

The organisation manages foreign exchange risk through natural hedging and purchase of forward
exchange contracts.

Investment decisions are also guided by the foreseeable conditions of foreign exchange markets and a
conservative investment policy.

Funding risk

ILRI manages funding risk through financial planning systems, a conservative investment policy and its
resource mobilisation strategy.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
3. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)
(iii) Banking risk

This risk is managed through stringent due diligence process for bank selection and regular tenders for
local banks.

(iv) Inflation risk
Inflation risk is managed through conservative budgeting and a conservative investment policy.
(v) Credit risk
This risk is managed in three ways:
=  Avoiding contract with donors on a reimbursable basis

*  Minimizing advances to suppliers
*  Strict management of employee advances

Receivables Fully performing Past due Impaired
US$000 US$’000 US$’000

2008
Accounts receivable - donors 6,128 - -
Accounts receivable - other CG Centres 332 - -
Accounts receivable - others 575 - -
7,035 - -

2007
Accounts receivable - donors 3,545 - -
Accounts receivable - other CG Centres 444 - -
Accounts receivable - others 438 37 -
4,427 37 -

The donor receivables under the fully performing category are honouring their obligations as they
continue supporting the institute while other debtors in this category continue honouring their
obligations in the normal course of ILRI’s business. The default rate is low.

(vi)  Liquidity risk

Effective cash flow and working capital management is carried out to ensure there is a balance between
operational and investment requirements.

Fully
performing Past due Impaired
uUs$’000 US$’000 US$’000
Cash and cash equivalents
As at December 2008 24,188 - -
As at December 2007 26,542 - -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)
3. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)
(vi) Liquidity risk (continued)
Cash and cash equivalents are fully performing.
The table below analyses the institute’s financial liabilities that will be settled on a net basis into relevant
maturity groupings based on the remaining period at the balance sheet date to the contractual maturity
date. The amounts disclosed in the table below are the contractual undiscounted cash flows. Balances due

within 12 months equal their carrying balances, as the impact of discounting is not significant.

Most of the donor payables amounting to $ 20,182 represent funds received in advance to be spent within
the next year.

Less than 1 month Between Over 3
1 — 3 months months
Us$’000 US$ 000 US$'000

At 31 December 2008:
Accounts payable - other CG Centres - 399 -
Accounts payable - employees - 1,602 -
Accounts payable - others - 1,273 -
Accruals - 2,069 -
- 5,343 -

At 31 December 2007:
Accounts payable - other CG Centres - 424 -
Accounts payable - employees - 1,481 -
Accounts payable - others - 2,408 -
Accruals - 2,315 -
- 6,628 -

(vii) Other financial risks are addressed through internal control systems and regular market surveys.

4. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the process of applying the institute’s and its subsidiary’s accounting policies, management has made
estimates and assumptions that affect the reported amounts of assets and liabilities within current and future
financial years. Estimates and judgements are continually 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 critical areas of accounting estimates and judgements in relation to the preparation of these financial
statements are as set out below:

(a) Critical judgements in applying accounting policies

There are no critical judgements, apart from those involving estimations (see below), that the trustees have

made in the process of applying the entity’s accounting policies and that have the most significant effect
on the amounts recognised in financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

4. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

(a) Key sources of estimation uncertainty
Impairment of assets

At each balance sheet date, the organisation reviews the carrying amount of its assets to determine whether
there is any indication that these assets have suffered an impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order to determine the extent of impairment.

Property, plant and equipment

Critical estimates are made in determining the useful lives and residual values to property, plant and
equipment based on the intended use of the assets and the economic lives of those assets. Subsequent
changes in circumstances or prospective utilisation of the assets concerned could result in the actual useful
lives or residual values differing from initial estimates.

Although management believes the estimates and assumptions used in preparation of these combined
financial statements were appropriate in the circumstances, actual results could differ from those estimates

and assumptions.

5.(a) GRANT REVENUE (EXHIBITS 1, 2 AND 3) - CONSOLIDATED AND ILRI

Advance Donor Total Donor Advance
donations  receivables receipts receivables Adjustments donations  Revenue  Revenue
1/1/08 1/1/08 2008 31/12/08 2008 31/12/08 for 2008 for 2007

US$ *000 US$ 000 US$ 000  USE ‘000 US$ ‘000 US$ 000 US$ ‘000  US$ 000

Unrestricted 599 (1,218) 13,400 1,039 - (50) 13,770 13,229
Restricted
temporary 13,016 (2,320) 29,291 5,501 - (19,964) 25,524 21,249
Challenge
program 219 (7 278 - - (168) 322 225

13,834 (3,545) 42,969 6,540 . (20,182) 39,616 34,703

5.(b) GRANT REVENUE -BECA, SLP- CONSOLIDATED AND ILRI

The above revenue include BecA and SLP.

Advance Donor Total Donor Advance
donations  receivable receipts receivables Adjustments  donations Revenue Revenue
1/1/08 s 1/1/08 2008 31/12/08 2008 31/12/08 for 2008 for 2007
USS$ <000  USS$ ‘000 US$ ‘000  USS ‘000 US$ °000  US$ 000 US$°000 US$ ‘000
BecA 1,963 - 5,244 - 1,173 (5,307) 3,073 3,827
SLP 2,574 - (845) - 359 (1,140) 948 284
4,537 - 4,399 - 1,532 (6,447) 4,021 4,111
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

CONSOLIDATED AND ILRI
2008 2007
US$000 1JS$°000
6. OTHER REVENUE AND SUPPORT

Interest income 779 863
Rent income 761 774
Catering income 389 357
Gain on disposal of equipment 285 369
Service income 1,355 1,196

Foreign exchange variations — net:
-Realised 493 47
~Unrealised (184) 212
3,883 3,724

Service income is from services rendered by the laboratory and administrative units to external
entities, other than rental of facilities and catering income.

7. INVESTMENT IN SUBSIDIARY - EXPERIMENTAL FARM

This represents the cost of investment in Kapiti Plains Estate Limited (Kapiti), a ranch that was acquired for the
purposes of securing adequate supplies of disease-free livestock to the Institute. Kapiti is 2 wholly owned
subsidiary of [LRI and operates an experimental farm.

The subsidiary’s net assets as at 31 December 2008 amounted to US$ 540,617 (2007: US$ 515,376). The financial
statements of Kapiti Plains Estate Limited are prepared in Kenyan Shillings. The US dollar appreciated against the
Kenya shilling in 2008 by approximately 22%.The consolidated statement of activities includes the subsidiary’s
results for the year as summarised below:

2008 2007

US$000 US3$'000

Total revenue from sale of livestock 163 164
Less: Sales to ILRI, eliminated on consolidation - (i1)

Sales to third parties 163 153
Cost of sales to third parties (73) (52)

Fair value gains on biological assets 192 6

Gross profit 282 117
Expenses and overheads (163) (113)

Net income/loss 119 4

The difference between sales and cost of sales to ILRI has not been taken into account as it is not material

KAPITI PLAINS ESTATE LIMITED EXPENSES

2008 2007

US$000 US$ 000

Personnei costs 32 33
Supplies and services 117 65
Depreciation 14 15

16 113
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

8 (a)

()]

10

CONSOLIDATED AND ILRI

PROGRAM RELATED EXPENSES 2008 2007
Us$a00 US$H’ 000

Personnel costs (note 11) 13,237 13,041
Collaborators/Partnership costs 2,872 3,959
Supplies and services 12,169 12,364
Operational Travel 2,277 1,970
Depreciation and amortisation - 603
30,555 31,937

EXPENDITURE ~BecA, SLP

Included in the above expenses are the following BecA and SLP expenses,

Personnel Supplies Collaborators ~ Operational 2007

US$ ‘000 & services US$ ‘000 travel  Depreciation Total

USS$ ‘000 USS$ “000 US$ 000  USS ‘000

BecA 752 1,115 - 187 1,019 3,073
SLP 166 109 634 39 - 948
918 1,224 634 226 1,019 4,021

2006
Total
US$ <000

3,827
284

4,111

CONSOLIDATED AND ILRI

2008
US$’000

MANAGEMENT AND GENERAL EXPENSES
Personnel costs (note 11) 6,583
Collaborators/Partnership costs 140
Suppliers and services 4,546
Operational fravel 746
Depreciation and amortisation 1,616
13,631

INDIRECT COSTS RECOVERY

2007
US$E000

4,785
2,470

388
1,033

3,676

Indirect costs recovery represents the portion of project restricted income allocated by danars through the
grant agreements to support general institutional overhead costs. The recoveries supplement the Institute’s

unrestricted funding.

Overhead 2008
US$ 000

BecA 350
Others 1,691
2,041
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2007
US$’000

182
1,578
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

11. PERSONNEL COSTS

12.

Management and general operations

Salaries and allowances
Pension contributions
Medical and life insurance
Relocation and leave expenses
Other personnel costs

Program related activities
Salaries and allowances
Pension contributions
Medical and life insurance

Relocation and leave expenses
Other personnel costs

CASH AND CASH EQUIVALENTS
Unrestricted cash and cash equivalents

Restricted donor advances
Interest receivable

Total cash and cash equivalents
Comprising:
Certificates of deposit

Bank balances
Cash in hand and cash in transit

CONSOLIDATED ILRI
2008 2007 2008 2007
US$000 UsS$000 USs$ 000 Us$ 000
4,893 3,742 4,893 3,742
584 330 584 530
663 340 663 340
161 143 161 143
282 30 282 30
6,583 4,785 6,583 4,785
9,961 9,959 9,929 9,926
1,092 1,176 1,092 1,176
892 716 892 716
772 1,175 772 1,175
552 43 552 43
13,269 13,074 13,237 13,041
19,852 17,859 19,820 17,826
3,994 13,060 3,961 12,965
20,132 13,458 20,132 13,458
62 24 62 24
24,188 26,542 24,155 26,447
18,093 14,660 18,093 15,572
6,076 13,858 6,043 10,851
19 24 i9 24
24,188 26,542 24,155 26,447
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

13.

14.

15.

ACCOQUNTS RECEIVABLE — DONORS

Unrestricted
Program restricted
Project restricted

Less: Allowance for doubtful accounts

ACCOUNTS RECEIVABLE —-OTHER CG CENTRES

CIAT - International Centre For Tropical Agriculture
CIFOR — Center for International Forestry Research
CIMMYT - International Maize & Wheat Improvement Centre

ICRAF - World Agroforestry Center

ICRISAT - International Crop Research Institute For The Semi-

Arid Tropics

IFPRI - International Food Policy Research Institute
IITA - International Institute Of Tropical Agriculture
IWMI - International Water Management Institute

IPGRI - Bioversity International
Secretariat

ACCOUNTS RECEIVABLE-OTHERS

Due from subsidiary
AIARC

Field offices

Loan to staff association
Consultants and trainees
Others

Less: Allowance for doubtful accounts

CONSOLIDATED
2008 2007
Us$’000 US$°000
5 8
47 66
96 94
99 87
416 308
663 563
(88) (88)
575 475

28

CONSOLIDATED AND ILRI
2008 2007
US$°000 US$000
1,039 1,218
2,220 352
3,281 2,430
6,540 4,000
(412) (455)
6,128 3,545
’ 1
8 -
12 8
229 265
16 34
29 25
33 74
3 34
; 2
2 1
332 444
ILRI
2008 2007
US$’000 US$’000
457 420
5 8
47 66
96 94
99 87
413 304
1,117 979
(88) (88)
1,029 891

Eaa————
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued)

16. INVENTORIES

CONSOLIDATED AND ILRI

2008 2007

US$000 US$’000

Engineering and maintenance parts 576 559
Laboratory and chemical supplies 310 234
Office and other supplies 147 237
Research Livestock and feedstuff 50 -
1,083 1,030

Less: Allowance for obsolescence (388) (386)
695 644

CONSOLIDATED
2008 2007
17. LIVESTOCK

Us$’000 Us$’000

Fair value at the beginning of the year 840 751
Exchange loss on translation of opening balance (151) (151)

Gain arising from changes in fair value
attributable to physical changes 51 47
Gain arising from changes in fair value

attributable to price changes 142 193
Fair value at the end of the year 882 840
18. PREPAID OPERATING LEASE CONSOLIDATED
2008 2007

US$’000 US$’000

Cost 13 16

This represents the cost of leasehold land used as an experimental farm under the ownership of the subsidiary,
Kapiti Plains Estate Limited. The annual amortisation of the lease rentals is negligible.

The decrease in value of prepaid operating lease arises in part from a translation loss on the cost of Kapiti Plains
Estate Limited leasehold land.
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19. PROPERTY & EQUIPMENT - CONSOLIDATED

2008
Balance at  Unrestricted Restricted Other  Balance at
1/1/2008 additions  additions Disposals movements 31/12/2008
US$ <000 US$ ‘000 US$ 000 US$ “000 US$ ‘000  USS$ ‘000
COST

Physical facilities,
infrastructure and leasehold

improvements 25,510 261 7 (98) (81) 25,599

Furnishings and equipment 20,678 594 2,230 (258) (340) 22,904

Intangible assets 462 - - - (24) 438

Construction work in progress 3,263 4,319 - - - 7,582
49,913 5,174 2,237 (356) (445) 56,523

ACCUMULATED

DEPRECIATION

Physical facilities,
infrastructure and leasehold

improvements (19,048) (832) 7 60 - (19,827)

Furnishings and equipment (18,561) (793) (2,230) 257 274 (21,053)

Intangible assets (433) 5) - - - (438)
(38,042) (1,630) (2,237) 317 274 41,318

NET BOOK VALUE

Physical facilities,

infrastructure and leasehold 6,462 (571) - (38) (81) 5,772

improvements

Furnishings and equipment 2,117 (199) - D (66) 1,851

Intangible assets 29 (&) - - (24) -

Construction work in progress 3263 4,319 - - - 7,582

Exchange Translation on

opening balance - - - - - (12)

11,871 3,544 - (39) (171) 15,193

Fully depreciated assets

At 31 December 2008, equipment with a cost of US$ 31,973,181 (2007 — US$ 28,005,233) were fully
depreciated.

Assets in custody

In December 2008, property and equipment with a cost of US$ 2,237,910 (2007 - US$ 1,113,558), which were
acquired using project-restricted funds, have been fully depreciated upon purchase in conformity with the
CGIAR Financial Guidelines. These assets were still in the Institute’s use as at 31 December 2008.
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19. PROPERTY & EQUIPMENT - CONSOLIDATED

2007
Balance at  Unrestricted Restricted Other  Balance at
1/1/2007 additions  additions  Disposals movements 31/12/2007
US$ 000 US§ ‘000  US$ ‘000  US$ ‘000 US$ ‘000 USS$ ‘000
COST
Physical facilities,
infrastructure and leasehold
improvements 27,869 283 97 (2,739) - 25,510
Furnishings and equipment 21,639 1,042 1,016 (3,017) 2 20,678
Intangible assets 438 24 - - - 462
Construction work in progress 322 3,214 - - (273) 3,263
50,268 4,563 1,113 (5,756) (275) 49,913
ACCUMULATED
DEPRECIATION
Physical facilities,
infrastructure and leasehold
improvements 19,630 857 97 (1,536) - 19,048
Furnishings and equipment 19,666 785 1,016 (2,982) 76 18,561
Intangible assets 427 6 - - - 433
39,723 1,648 1,113 (4,518) 76 38,042
NET BOOK VALUE
Physical facilities,
infrastructure and leasehold
improvements 8,239 (574) - (1,203) - 6,462
Furnishings and equipment 1,973 257 - (35) (78) 2,117
Intangible assets 11 18 - - - 29
Construction work in progress 322 3,214 - - (273) 3,263
10,545 2,915 - (1,238) (351) 11,871

Debre-Zeit disposal

On 31 December 2007, ILRI handed over a range of assets at the Debre-Zeit station back to the Ethiopian
government. Debre-Zeit has over the years operated as a research station for ILRI under an agreement that
provided for handover of the station to the Government of Ethiopia at the conclusion of the research term.

The net book value of assets written off upon hand over was US$ 1,178,385, made up of costs totalling US$
2,192,847 and accumulated depreciation of US$ 1,014,462.
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19. PROPERTY & EQUIPMENT - ILRI (Continued)

2008
Balance at  Unrestricted Restricted Other  Balance at
1/1/2008 additions  additions  Disposals movements 31/12/2008
Us$ “000 US$ ‘000 US$ 000 US$ ‘000 USs$ *000 US$ ‘000
COsT

Physical facilities,
infrastructure and leasehold

improvements 25,510 261 7 (98) (81 25,599

Furnishings and equipment 20,374 586 2,230 (258) (340) 22,592

Intangible assets 462 - - - 24) 438

Construction work in progress 3,263 4,319 - - - 7.582
49,609 5,166 2,237 (356) (445) 56,211

ACCUMULATED

DEPRECIATION

Physical facilities,
infrastructure and leasehold

improvements (19,048) (832) (N 60 - (19,827)

Furnishings and equipment (18,330) (779) (2,230) 257 274 (20,808)

Intangible assets (433) (5) - - - (438)
(37,811) (1,616) (2,237) 317 274 (41,073)

NET BOOK VALUE

Physical facilities,

infrastructure and leasehold

improvements 6,462 (571) - (38) (81) 5,772

Furnishings and equipment 2,044 (193) - m (66) 1,784

Intangible assets 29 (5) - - 24) -

Construction work in progress 3.263 4,319 - - - 7,582

11,798 3,550 - 39 (171) 15,138
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19.

PROPERTY & EQUIPMENT - ILRI (Continued)

2007

COST

Physical facilities,
infrastructure and leasehold
improvements

Furnishings and equipment
(Exhibit 3)

Intangible assets
Construction work in
progress

ACCUMULATED
DEPRECIATION

Physical facilities,
infrastructure and leasehold
improvements

Furnishings and equipment
(Exhibit 3)

Intangible assets

NET BOOK VALUE
Physical facilities,
infrastructure and leasehold
improvements

Furnishings and equipment
(Exhibit 3)

Intangible assets
Construction work in
progress

Balance at  Unrestricted  Restricted Other  Balance at
1/1/2007 additions  additions Disposals movements 31/12/2007
USS ‘000 USS$ ‘000  US$ ‘000 USS ‘000 US$ ‘000 US$ ‘000
27,869 283 97 (2,739) - 25,510
21,332 1,020 1,016 (2,992) 2) 20,374
438 24 - E - 462

322 3,214 - - (273) 3,263
49,961 4,541 1,113 (5,731) (275) 49,609
19,630 857 97 (1,536) - 19,048
19,422 772 1,016 (2,956) 76 18,330
427 6 - - - 433
39,479 1,635 1,113 (4,492) 76 37,811
8,239 (574) - (1,203) - 6,462
1,910 248 - (36) (78) 2,044

11 18 - = & 29

322 3,214 - - (273) 3,263
10,482 2,906 - (1,239) (351) 11,798
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CONSOLIDATED AND ILRI

2008 2007
US$’000 US$’000
20. ACCOUNTS PAYABLE — DONORS
Unrestricted 50 599
Programme Restricted 688 3,082
Project restricted - BecA 5,307 2,185
- SLP 1,140 2,574
- Others 12,997 5,393
20,182 13,833
21 ACCOUNTS PAYABLE -OTHER CG CENTRES
CIP — International Potato Centre 15 20
CIAT - International Centre For Tropical Agriculture 81 36
CIMMYT - International Maize & Wheat Improvement
Centre - 2
ICRAF - World Agroforestry Center 19 61
ICRISAT - International Crop Research Institute For The
Semi-Arid Tropics 22 22
IFPRI - International Food Policy Research Institute - 33
HITA - International Institute Of Tropical Agricuiture 98 150
IWMI - International Water Management Institute 103 53
Secretariat 61 27
399 424
22, ACCOUNTS PAYABLE - EMPLOYEES
Balance at beginning of the year 4,693 4,521
Provision during the year 31 302
Disbursements during the year 54 (130)
Balance at end of the year 4778 4,693
Comprising:
Staff personal accounts 547 493
Provision for severance benefits 1,674 1,847
Provision for repatriation costs 1,501 1,182
Provision for accrued leave 1,056 1,171
Balance at end of the year 4,778 4,693
Less: amount payable within one year (1,602) (1,481)
Amount payable after one year 3,176 3,212
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23.

24.

25.

ACCOUNTS PAYABLE - OTHERS

Due to suppliers

Vehicle purchase

BecA-related construction payments
Field offices

Consultants and trainees

Sundry payables

ACCRUALS

BecA —architectural works
Johnsons Controls

Emergency Programme Management Review (EPMR)

Staff development
Project expenses
General supplies and services

NET ASSETS- ILRI

Balance at 1 January 2008

Depreciation charge for the year
Acquisition of property equipment
Other Movements

Total
Changes in net asset during the year

Balance as 31 December 2008

CONSOLIDATED ILRI

2008 2007 2008 2007
US$’000 US$’000 US$’000 US$’000
352 681 352 681
- 186 - 186

- 902 - 902

263 140 263 140
75 67 75 67
583 432 573 327
1,273 2,408 1,263 2,303

CONSOLIDATED AND ILRI

2008 2007

US$’000 US$’000

214 339

24 97

200 100

296 247

463 585

872 947

2,069 2,315
Undesignated Designated Total
US$ ‘000 US$ ‘000 US$ ‘000
10,721 14,196 24,917
1,616 (1,616) :
(5,166) 5,166 -
210 (210) -
(3,340) 3,340 -
1,354 - 1,354
8,735 17,536 26,271
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26.

27.

28.

CONTINGENT LIABILITY

Following a tax audit by the Kenya Revenue Authority in December 2006, the Institute received a notification
requiring payment of a total of US$ 848,918 (KShs 66,003,354) relating to income tax assessed on overseas
pension contribution for Nationally Recruited Staff (NRS) and stipends for Research Fellows. The Institute’s view
is that the assessment contradicts the Host Country Agreement (HCA) signed between the Institute and the
Government of Kenya represented by the Ministry of Foreign Affairs. This agreement explicitly exempts the
Nationally Recruited Staff or the Institute from paying income tax on overseas pension plans. The Institute is
working closely with the Ministry of Foreign Affairs and is of the opinion that this matter will be resolved in
accordance with the provisions of the Host Country Agreement and as a result, no provision has been made in the
financial statements with regard to the potential liability notified by Kenya Revenue Authority. The case has also
been presented to the Kenya Revenue Authority articulating the institute management’s position that stipends are
not taxable and a positive outcome is expected.

COMPARATIVES

Where necessary, the comparative figures have been adjusted to conform to changes in presentation in the current
year. ‘

CURRENCY

These financial statements are presented in United States Dollar Thousands (US$ ‘000).
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Exhibit V

SCHEDULE OF DIRECT AND INDIRECT COST RATES
FOR THE YEAR ENDED 31 DECEMBER 2008
Currency - US Dollar ( thousands)

STATEMENT OF OPERATING EXPENSES
FOR THE YEAR ENDED 31 DECEMBER 2008

2008 2007
'000 '000
Direct Operating Expenses
Research 28,141 25,733
Research Support 3,338 5,929
sub-total 31,478 31,662
less: Overhead recovery ' (2,041) (1,760)
Total 29,437 29,902
Indirect Operating Expenses
Management 2,176 1,863
Operations 1,814 1,580
Common Sustenance Services 1,614 1,784
Total 5,604 5,227
Total Operating Expenses 35,041 35,129
Cost Ratios
Direct/Total 84% 85%
Indirect/Total 16% 15%
Indirect/Direct 3 19% 17%

! The deduction of the overhead recovery does not result in a NET amount but rather it
results in the correct gross amount of the direct costs. This is because the project costs (normally
reported as direct project costs) include an amount of indirect costs that a donor of restricted projects
allows a Center to recover. As this is not a real direct cost it should be removed. This is always
the amount shown as recovery in the Statement of Activity (SOA).

External Revenue has been deducted from the relavant cost centres that generated the income except Debre Zeit



