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International Center for Agricultural Research in the Dry Areas 

STATEMENT BY THE CHAIR OF THE BOARD OF 
TRUSTEES OF ICARDA 

On behalf of the Board of Trustees of the International Center for Agricultural Research in the Dry 
Areas (ICARDA), I have pleasure in presenting the audited results on the Statement of Activrties and 
Financial Position for the year ended December 31,2006 along with a brief on the Center's mission, 
~ t s  programmatic highlights 1 achievements for the year. 

Programmatic highlights and achievements 

Mission 

ICARDA's mission is to improve the welfare of poor people and alleviate poverty through research 
and trainmg in dry areas of the developing world, by increasing the production, productivity and 
nutritional quality of food, while preserving and enhancing the natural resource base. 

Research Highlights 

In 2004 ICARDA embarked on a re-appraisal of its strategic vision. During 200516 this exercise 
focused on a systematic scan of global and regional externalities and assessed the opportunities 
emerging fiomnew science and technology, trends from the environment, demography and food 
production and consumption in Dry Areas. There was in 2006 extensive stakeholder consultation of 
the emerging strategic plan, which will be finished in 2007. As a major event in 2006 ICARDA 
underwent its Fifth External Program and Management Review (EPm). This has also informed the 
Center's Strategic Plan. 

The key driver for evolution of the Center's research agenda is a focus on poverty alleviation and 
sustainable nml development in the "Dry Areas" eco-region. Regional priority setting exercises have 
highlighted the key problems of water scarcity, desertification, biodiversity loss and the compelling 
need to diversify livelihood and income generating options to improve livelihoods in the Dry Areas. 
Within the strategic visioning exercise a review of our research project portfolio tookplace in 2004 
recognizing regional priorities and ICARDA's responsibility to produce international public goods. It 
sought to capitalize on new science and our comparative advantages, and respond to the Millennium 
Development Goals (MDGs) and the new CGIAR research priorities. As a result the ICARDA 
research project portfolio was organised into six Megaprojects in January 2005. 

Given the close links among human welfare, agriculbml productivity, economic growth and the 
environment in the dry areas, ICARDA's research is designed as a single coherent poverty-focused 
program, sub-divided into six mega-projects, among which there are a multitude of cross-linkages and 
interactions. The mega-projects were designed to focus ICARDA's outputs onto the key problems of 
eco-regional concern, optimize the synergy in research and bring to bear our collective knowledge, 
expahse and resources in the most effective and efficient manner possible. 

ICARDA's research portfolio comprises the following six mega-projects (MP): 
MP 1 : Management of scarce water resources and mitigation of drought in dry areas 
MP 2: Integrated gene management: conservation, improvement and sustainable use of 

agiobiodiversity in dry areas 
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MF' 3: Improved land management to combat desertification 
MF' 4: Diversification and sustainable improvement of crop and livestock production systems in areas 
MP 5: Poverty and livel~hood analysis and impact assessment in dry areas 
MP 6: Knowledge management and dissemination for sustainable development in dry areas 

In the Dry Areas the management of scarce water resources and the mitigation of ch-ought are critical issues in 
agriculm and development. The research in this over-archmg theme is given a parhculmly high priority. 

We have followed up on a Memorandum of Understanding with CTMMYT for a joint ICARDA- 
CIMMYT Wheat lrnprovement Program in CWANA signed in December 2005, hosted at ICARDA 
and run by a jointly appointed Director covering both Centers wheat research in the region. Together 
ICARDA and CIMMYT have launched a Global Rust Initiative (GRI) to combat the new stem rust 
emerging from East Africa with funding from several donors. 

ICARDA is the CGIAR focal point for UN Convention to Combat Deserhfication (UN CCD), and 
represents all centers on the advlsory Facilitation Committee of the Global Mechmsm. In 2006 
ICARDA has been acttve m a wide range of UN CCD-related activities, such as the Sub Re~ona l  
Achon Program of West Asia with UNEPIROWA; m the WANA regional dryland program to prepare 
a traming course on designing integrated financing strateges to combat desertlficatlon; as a member 
of the Strategc Partnersh~p Agreement in Central Asla; as a member of the Cenkal Asia and the 
Caucasus Integrated Land Management Task Force Comnuttee (CACILM) to help countries in the 
reglon to develop theu nabonal program frameworks to unplement the UNCCD; and as a panel 
member for the UNCCD-CRIC consultations. We have wth ICRISAT submtted a pre-proposal for a 
Challenge hograrn on desedkation called Oms. 

To diversify the range of Iivelihood options in dry areas ICARDA has expanded its research in 2006 
through hiring a date palm specialist. Increased emphasis is being given to protected agriculture and 
in 2006 we recruited another senior small ruminant scientist. 

In 2006 a total of 592 participants tiom 43 countries were trained by ICARDA. ICARDA continued 
its strategy to gradually decentralize its training activities by offering more non-headquarter training 
courses. In 2006, ICARDA offered 13 training courses at headquarters, representing 42% of 
participants, and 18 in-country, regional and sub-regional courses representing 58% of participants. 

The Center has developed a wide range of partnerships with Advanced Research Institutes, 
NGOsICivil Society Organizations and the Private Sector. 

In 2006 ICARDA participated in thee pilot CGIAR Challenge Programs: 
1. Water and Food 

2. HawestPlus 
3. Generation 

ICARDA continued in 2006 to lead the Ecoregional Program for Sustainable Agricultural 
Development in Central Asia and the Caucasus (ERP-CAC) and continues to participate in eight 
CGIAR Systemwide Programs. ICARDA is an active partner in six of the lT-KM projects and leads 
the project 'Utilization of Intelligent Information for Plant Protection'. ICARDA leads the Future 
H a ~ e s t  Consortium to Rebuild Agriculture in Afghanistan (FHCRAA). 



Externsl Program and Management Review 

The Report of the Fifth External Program and Management Review of the Center was submitted in 
July 2006. It reviewed the Center's scientific publications and other outputs, monitored the Center 
Board Meeting, conducted three surveys, contacted a selection of donors and CGIAR partners, and 
made Wenty-two recommendations of which thirteen pertains to research and nine for the Board and 
Management. The management has initiated actions to address the recommendations. The Board and 
management place on record their appreciation for the EPMR panel for their significant contribution 
to ensure the Center is poised for further growth to be an excellent Center in the dry areas. 

Governance 

The Board comprises of fifteen members who are specialists in field of science, management, and 
institutional governance. The Board oversees the implementation by Center Management of fair 
business practices, implementation of sound and trusted personmel and financial policies, operational 
transparency at a standard expected of an international publicly funded organization coupled with a 
view to enhance and sustain stakeholders value. 

The Board operates through Executive, Program, Nomination, and Audit Committees. The Director 
General does not participate in the meetings of the Nomination and Audit Committees. The Director 
General submits a quarterly report to the Board of Trustees. 

The Audit Committee comprises of five board members elected annuany by the Board. It provides 
assistance to the Board in fulfilling its fiduciaryresponsibilrty relating to the accounting, investment, 
internal control, and financial reporting practice of ICPLRDA. It meets with the external and internal 
auditors without the presence of Management. The Board approved at its meeting held in April 2005, 
an Internal Audit Charter for the Center. The CGIAR Internal Audit Unit reviewed the terms of 
reference of the Audit Cormnittee, ICARDA Charter, by-laws, Board handbook and Delegation of 
Authority, and made recommendations based on the current best practices. The Center management 
and the Audit Committee are addressing them. 

Management 

The Center operates through its Dlrector General who 1s asnsted by an Executive C o d t t e e  consistmg of 
the Ass~stant D~rector General-Research, Ass~stant Dmctor General - Intemahonal Cooperahon, Asststant 
D~rector General (Government Lmson), Dmtor  of Fmmce, and b t o r  of Corporate S e ~ c e s .  

The Board selected Dr. Mahmoud Solh as the new Director General who tookhis office on May 8,2006 
and the Board places its apprtciation for the excellent performance of the outgoing D i e  General 
Prof. Dr. Adel El Beltagy over the last eleven years. The management operates through several 
committees such as the Management Committee consisting of all membeis of the Executive Committee, 
Mega-project Directors, Unit and Department Heads and Project Development and Coordination Unit 

Financial Performance 

The Center follows CGIAR Financial Accounting and Reporting Practices Manual (as amended and 
modified on March 9, 2005). On the recommendation of the Audit Committee of the Board of 
Trustees of ICARDA, the Board selected (out of intemational competition) PricewaterhouseCoopers, 
Larnaca, Cyprus as the new External Auditors for the Center who audited the accounts in accordance 
with International Standards on Auditing and certified m accordance with the CGIAR Accounting 
Policies and Reporting Practices. 
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In 2006, the Center worked towards a balanced budget by constant monitoring of expenses by the 
Management. The Center exceeded the World Bank Bench mark of US$ 20 million and the Center's 
grant and other revenue by US0.36 million. (If the Center's non-WortdBank revenue exceeded US$ 
25 million benchmark of the World Bank, the center would receive the World Bank core support of 
US$ 1.100 million based on 2006 World Bank Base Allocation. If the non-World Bank revenue 
remained from US$ 20 million to US$2S million, the Center would receive US$ 0.950 million from 
the World Bank and if the revenue falls below US$ 20 million, the Center would receive only US$ 
0.800 million. This will affect 2008 internal budget.) 

Statement of Activities and Statement of Financial Position as at December 31,2006 
F i m  are in US$ million 

Net Deficit 1 (0.998) 

Represented by: 
Accumulated surplus/@eficit) (0.433) 
Capital Invested in iixed assets 3 446 
Capital =serve 8.055 

Financial Health 

ICARDA is financially healthy. The short-term solvency (liquidity) as at December 31,2006 was 175 
days against a CGIAR benchmark of 90 to 120 days. The long-term financial stability (adequacy of 
reserve) as at December 31, 2006 was 124 days against the CGIAR benchmark of 75 - 90 days. 
CGIAR urtroduced two additional financial health indicam in 2005 namely, 'Effrciency of 
Operations' (indirect costs to direct cost ratio) and 'Cash Management of Restricted Operations' 
(restricted projects receivable divided by restricted projects payable). For these new financial health 
indicators, ICARDA marked 15.98% and 39.03%, respectively, M e r  continning good financial 
health of the Center(t11ere is no bench-mark set by CGIAR). All stanliabilities are fully provided for. 
The Center has the flexibility to operate in the short nm. 

Internal Control 

The Management of the Center reviews the internal control environment as an ongokg process. The 
overall assessment of internal control function and checks and balances in place relating to processing 
of all financial documents were found appropriate and satisfactory. The Center's ongoing internal 
audit activity, conducted by the CGIAR Internal Audit Unit, provides the checks and balances for the 
ongoing evaluation of the adequacy, effectiveness, and adherence to the policies and the procedures of 
Management. 
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The CGIAR Internal Aumt Umt visited ICARDA five tunes m 2006 to conduct ~nternal audihng as 
well as to review the progress of the Oracle Implementat~on. 

Risks and Opportunities 

The management followed the Boaid adopted Risk Management. policy. The Center' put inplace a risk 
review process by the Finance department in all the outreach locations, and was reviewed by the CGIAR 
Internal Auditors. Financial risks are part of day-to-day operations of this Center in headquarters and 
oubeach. All identified control weaknesses including financial irregularities were brought to the 
attention of the Management and were addressed as a matter of high priority. The Center requires all 
head of outreach offices to provide declarations confirming adoption and application of CGIAR 
Financial Guidelines and good financial accounting practices from all the outreach locations. 

The continuing unpredictability of the level of core grants to ICARDA was a key financial risk in 
2006. The Center is exerting efforts to identify new donors and preparing funding request and 
proposal for project donors. It has the capacity to opente in the short run without any negative impact. 
The Board, as part of its riskreview process, continues to monitor the financial risks and opportunities 
for the maximum benefit of the Center. 

Board of Trustees 

I woula like to express my sincere thanks to Dr. Margaret CatleyCarlson for her significant 
contribution as the outgoing Board Chair and as Trustee of ICARDA, and I welcome Prof. Aigul 
Abugalieva, Dr. Tala1 Bakafalouni and Hemi Carsalade, who have joined the Board in 2006. 

Appreciation 

The Board places on record, appreciation for the services of Mr. ViJay Sridharan who retired after 
wwhng twenty years as the Budget officer, the first Internal Audttor of the Center and as the Director 
of Finance of the Center. The Center was well managed financially dunng his tenure as the Director 
of Finance. The Board places on record the contribution of PricewaterbouseCoopers as the External 
Audltors of ICARDA. 

On behalf of the Board of Trustees, I thank a11 the donors, partners, slster Centers, Sc~ence Council 
and CGIAR syslem offices for theu continued support and cwperation to ICARDA. I place on record 
the Trustees appreaahon of the excellent teamwork and dedication &splayed by the staff at all levels. 

For and on behalf of the Board of Trustees of ICARDA 

Meppo, SMa 
02 May 2007 

Dr. Guido Gryseels 
Chau; BOT, ICARDA 
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STATEMENT ON RISK ASSESSMENT AND INTERNAL CONTROL 

Risk management framework 
The Board of Trustees is responsible for ensuring that an appropriate risk management 
system, including internal control process, is in place to identrfy, assess, manage and 
monitor various risks faced by the Center towards achieving its objectives. These include 
operational, financial and reputation risks that are inherent to the Center's activities. 

Risk management 
The Center endeavours to minimise these risks by ensuring that appropriate infrastructure, 
controls, systems and people are in place throughout the organisation. The risk 
management strategies include: 

Developing short-term, medium to long-term strategies to identify and pursue the 
objectives of the Center efficiently and effectively. 
Establishing guidelines for the appraisal of various research themes and approval of 
expenditure proposals including delegations of authority to minimise interruptions to 
the Center's activities. 
Monitoring, through the audit committee of the Board of Trustees, the functioning of 
the internal control systems, assessing the effectiveness of Center" financial policies 
and procedures including financial reporting, reviewing the work of internal audit and 
approving its annual work plan. 
Employing professionally qualified and suitable staff to meet the Center's business 
objectives. 
Ensuring that the organisational structure of the Center is appropriate to its needs. 
Establishing annual budgets for various business units and monitoring the actual 
expenditure through monthly management reporting. 

= Establishing policies and procedures for disbursement of funds, authority levels for 
expenditure, hiring of employees etc. 
Establishing proper contingency plans to respond to the Uxeats to the security and 
effectiveness of the Center's employees and systems to maintain continuity of operations. 

The Center's risk management strategies are reviewed by the internal auditor and the 
external auditors to ensure these are in line with leading practices. In addition, the 
Center's activities are also subject to External Programme Management Reviews (EPMR) 
and Center Commissioned External Reviews (CCER) which are conducted in accordance 
with guidelrnes established by the Consultabve Group on International Agricultural 
Research (CGLAR). 

The Board has adopted a formal risk management policy at its meeting held in April 2005 
and is monitoring its implementation in the Center. 

Guido Gryseels 
Board Chair, ICARDA 
Aleppo, Syria 
May 4,2007 
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May 7,2006 

REPORT OF MANAGEMENT 
January 7,2006 to May 7,2006 

The Center's management is responsible for the preparation of the financial 
statements, related notes and all other information presented in the financial 
statements. 

The management hereby confirms fhat the financial records of the Center have been 
properly maintained and the monthly financial statements to date have been 
prepared from the accounting records of the Center and comply with the provisions 
of CGlAR Accounting Policies and Reporting Practices Manual. The outreach 
records as and when received are input into the system. 

The financial statements include amounts that are based on estimates founded on 
management's best judgement. The management hereby confirms to the best of 
their knowledge and belief that the financial recording as of May 7, 2006 provides a 
true and fair view of the financial position of the Center as of that date and the results 
of its operations and its cash flows then ended in accordance w~th the CGlAR 
Accounting Policies and Reporting Practices Manual (Financial Guidelines Series 
No. 2 issued in March 2004 and as modified to date. 

Dr. Prof. Adel El-Beltagy 
Director General 
May 7,2006 

Vijay ~r idharak'  
Director of Finance 
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December 14,2006 

REPORT OF MANAGEMENT 
May 8, 2006 to December 14,2006 

The Center's management is responsible for the preparation of the financial 
statements, related notes and all other information presented in the financial 
statements. 

The management hereby confirms that the financ~al records of the Center have been 
property maintained and the monthly financial statements to date have been 
prepared from the accounting records of the Center and comply with the provisions 
of CGlAR Accounting Policies and Reporting Practices Manual. The outreach 
records as and when received are Input into the system. 

The financial statements include amounts that are based on estimates founded on 
management's best judgement. The management hereby confirms to the best of 
their knowledge and bel~ef that the financial recording as of December 14, 2006 
provides a true and fair view of the financial position of the Center as of that date and 
the results of its operations and its cash flows then ended in accordance with the 
CGlAR Accounting Pol~cies and Reporting Practices Manual (Financ~al Guidelines 
Senes No 2 issued in March 2004 and as modified to date. 

Dr. Mahmoud Solh 
Director General 
December 14,2006 

~ k e c t o r  of Finance 
December 14,2006 
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December 31, 2006 

REPORT OF MANAGEMENT 
December 15, 2006 to December 31, 2006 

The Center's management is responsible for the preparation of the financial 
statements, related notes and all other infomlation presented in the financial 
statements. 

The management hereby confirms that the financial records of the Center have been 
properly maintained and the monthly financial statements to date have been 
prepared from the accounting records of the Center and comply with the provisions 
of CGIAR Accounting Policies and Reporting Practices Manual. 

The financial statements include amounts that are based on estimates founded on 
management's best judgement. The management hereby confirms to the best of 
their knowledge and belief that the financial statements and notes thereto, provides a 
true and fair view of the financial position of the Center as of 31 December 2006 and 
the results of its operations and its cash flows then ended in accordance with the 
CGlAR Accounting Policies and Reporting Practices Manual (Financial Guidelines 
Series No. 2 issued in March 2004 and as modified to date. 

Dr. ~ a h m o u d  Solh 
Director General 

Amned El-Shennawy 
Associate Director of Finance 

Outreach & Donor Reporting 

. . 
Vijay Sridharan 
Consultant-Finance 
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Independent Auditors' Report 
To the Board of Trustees of International 

Pricewaterho~seCwpem Limited 
Julia House 
3 Thernistacles Dervis Street 
CY-1068 Nimua 
P O  Box21812 
CY-1591 Nimsia, Cyprus 
Telephone: + 357 - 2255500C 
Facsimile: + 357 - 22555001 

Center for Agricultural Research in the 
Dry Areas 

Report on the Financial Statements 

We have audited the financial statements of the Intemational Center for Agricultural 
Research in the Dry Areas (the "Center") on pages 2 to 17, which comprise the Statement 
of Financial Position as at 3 1 December 2006, and the Statement of Activities, statement of 
changes in net assets and cash flow statement for the year then ended, and a summary of 
significant accounting policies and other explanatory notes. The financial statements of the 
Center as of 31 December 2005 were audited by another auditor whose report dated 22 
January 2006 expressed an unqualified opinion on those financial statements. 

Management's Responsibility for the Financial Statements 

The Center's Management is responsible for the preparation and fair presentation of these 
financial statements in accordance with the Consultative Group on International 
Agricultural Research ("CGIAR") Accounting Policies and Reporting Practices. This 
responsibility includes: designing, implementing and maintaining internal control 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 fuancial 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 about whether the fmancial statements are free of material 
misstatement. 
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An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity's preparation and fair presentation of the 
financial statements 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 
entity's intemal control. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness 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 reasonable basis for our opinion. 

Opinion 

In our opinion, the financial statements give a true and fair view of the financial position of 
the Center as of 3 1 December 2006, and of its financial performance and its cash flows for 
the year then ended in accordance with CGIAR Accounting Policies and Reporting 
Practices Manual. 

Other Matter 

This report, including the opinion, has been prepared for and only for the Board of 
Trustees' members as a body and for no other purpose. We do not, in giving this opinion, 
accept or assume responsibility for any other purpose or to any other person to whose 
knowledge this report may come to. 

PricewaterhouseCoopers Limited 
Chartered Accountants 

Nicosia, 2 May 2007 



International Center for Agricultural Research in the Dry Areas (ICARDA) 
STATEMENT OF FINANCIAL POSITION 
3 1 December 2006 

ASSETS 

Current assets 
Cash and cash equivalents 
Accounts receivable 

Donors 
Other CGIAR Centers 
Employees 
Others 

Inventories 
Advances and prepayments 

Total current assets 

Non-current assets 
Employee Savlng Scheme funds 
Equipment 

Total Non -current assets 

TOTAL ASSETS 

LIABILITIES AND NET ASSETS 

Current liabilities 
Accounts payable 

Donors 
Other CGIAR Centen 
Employees 
Others 

Accruals and provisions 

Total current liabilities 

Non-current liabilities 
Accrued benefits to staff 

TOTAL LIABILITIES 

NET ASSETS 
Unrestricted 

- Undesignated 
- D e s i ~ a t e d  

TOTAL NET ASSETS 

TOTAL LIABILITIES AND NET ASSETS 

Restated 
2006 2005 

Nore USS'OOO US$ '000 

The attached notes 1 to 20 form Dart of these financial vtaternmtr 



International Center for Agricultural Research in the Dry Areas (ICARDA) 
STATEMENT OF ACTIVITIES 
3 1 December 2006 

Restricted Restated 
Challenge Total Total 

Unrestricted Temporarily Prograi& 2006 2005 
Note USS'OOO USS'OOO US$'OOO US$'OOO US$'OOO 

REVENUES AND GAINS 

Grants (refer to appendix 1) 
Other revenue and gains 13 

TOTAL REVENUES AND GAINS 

EXPENSES AND LOSSES 

Propram related expenses * 14 (a) 
Management and general expenses" 14 (b) 
Other losses and expenses 

TOTAL EXPENSES AND LOSSES '** 

Indirect cost recovery 14 (c 

NET EXPENSES AND LOSSES 

(DEFIC1T)ISURPLUS FOR THE YEAR 

* Program related expenses by 
natural classifications are as follows: 

Personnel cost 
Supplies and services 
Collaborators / Partnership cost 
Operational travel 
Depreciation 

**Management and general expenses by 
natural classifications are as follows: 

Personnel cost 
Supplies and services 
Operational travel 
Depreciation 

*** Total expenses and losses by 
natural classifications are as follows: 

Personnel cost 
Supplies and sewices 
Collaborators / Partnership cost 
Operational travel 
Depreciation 

The attached notes 1 to 20 form Dart of these financial statrrnpnts 


















































