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THE AFRICAN CAPACITY BUILDING FOUNDATION
FINANCIAL STATEMENTS
For the year ended 31 December 2017

STATEMENT OF MANAGEMENT’'S RESPONSIBILITIES

Management of The African Capacity Building Foundation (“the Foundation”) is responsible for the
maintenance of adequate accounting records and the preparation, integrity and fair presentation of the
financial statements and related information. The Foundation’s independent auditors, Deloitte & Touche,
have audited the financial statements and their report appears on pages 3 and 4.

The financial statements have been prepared in accordance with and comply with the International
Financial Reporting Standards (IFRSs) issued by the International Accounting Standards Board (IASB)
and interpretations issued by the International Financial Reporting Standards Interpretations Committee
(IFRSIC).

Management is also responsible for the systems of internal control. These are designed to provide
reasonable, but not absolute, assurance as to the reliability of the financial statements, and to
adequately safeguard, verify and maintain accountability of assets and to prevent and detect material
misstatement and losses. The systems are implemented and monitored by suitably trained personnel
with an appropriate segregation of authority and duties. Nothing has come to the attention of
management to indicate that any material breakdown in the functioning of these controls, procedures
and systems occurred during the reporting period under review.

These financial statements have been prepared on a going concern basis. Nothing has come to the
attention of Management to indicate that the Foundation will not be a going concern for the foreseeable
future.

The financial statements and related annexure set out on pages 5 to 43 were approved by the Executive
Board on the and are signed on its behalf by :-

DIRECTOR FINANCE AND ADMINISTRATION
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THE AFRICAN CAPACITY BUILDING FOUNDATION
Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of African Capacity Building Foundation (“the
Foundation”) set out on pages 5 to 19, which comprise the statement of financial position as at 31
December 2017, the statement of comprehensive income, the statement of changes in
accumulated funds and the statement of cash flows for the year then ended, and the notes to the
financial statements, including a summary of significant accounting policies.

In our opinion, the financial statements present fairly, in all material respects, the financial
position of the Foundation as at 31 December 2017, and its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards

(IFRS).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISA). Our
responsibilities under those standards are further described in the Auditor’'s Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Foundation in
accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountants (IESBA Code) together with the ethical requirements that are relevant to our
audit of financial statements in Zimbabwe. We have fulfilled our ethical responsibilities in accordance
with these requirements and the IESBA code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Other information

Management is responsible for the other information. The other information comprises the
statement of management’s responsibility and the Report of Project Advances which we obtained
prior to the date of this auditor’s report. The other information does not include the financial
statements and our auditor’s report thereon.

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

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated.

If, based on the work we have performed on the other information that we obtained prior to the date of
this auditor’s report, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this regard.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with International Financial Reporting Standards and for such internal control as
Management determines is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

A full list of partners and directors is available on request

Associate of Deloitte Africa, a Member of Deloitte Touche Tohmatsu Limited 3



Responsibilities of Management for the Financial Statements (continued)

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

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance with ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

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

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

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

e FEvaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by Management.

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

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

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

We also provide Management with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards. :

The engagement partner on the audit resulting in this independent auditor’s report is Charity
Mtwazi.

et & Tuche

Deloitte & Touche

Per: Charity Mtwazi

Partner

PAAB Practice Certificate Number 0585

Registered Auditor
Date 22 guwne 9K




THE AFRICAN CAPACITY BUILDING FOUNDATION
STATEMENT OF FINANCIAL POSITION
As at 31 December 2017

Notes
ASSETS
Non-Current Assets
Property and equipment 5
Current Assets
Inventories

Accounts receivable
Amounts due from staff
Advances to projects
Other assets

Bank balances and cash

= O W N

ol

Total Current Assets

TOTAL ASSETS

ACCUMULATED FUNDS AND LIABILITIES

Accumulated Funds

Current Liabilities

Accrued expenses 12
Provisions 13

Other liabilities 14

Total Current Liabilities

TOTAL ACCUMULATED FUNDS AND LIABILITIES

T \
(/JJ(%/( L "z)f_’_/_’ ___________________________________

———————————_____Lh1——--'
DIRECTOR FINANCE AND ADMINISTRATION

Date. 22 JuweE 2wW(g

2017 2016

US$ uss$

2 513 183 2 594 202
64 792 72 947

10 440 40 143

164 443 187 106

2 048 485 5337728
492 385 171 462

16 545 589 23 074 413
19 326 134 28 883 799
21 839 317 31 478 001
19 729 009 28 688 906
59 358 77 596
1109 937 1106 018
941 013 1 605 481
2110 308 2 789 095
21 839 317 31 478 001




THE AFRICAN CAPACITY BUILDING FOUNDATION
STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2017

INCOME

Grant financing

Direct contributions
Restricted income
Other income received

Total Income

EXPENDITURE

Project expenses:

Enhance Critical Capacities to:

- Promote Political & Social Stability for
Transformational Changes

- Engage and Regulate the Productive Sectors

- Track Policy Impact

- Movement in Accrued Project Expenditure

Special Projects and Partnerships

Project/Program Development Expenses

Knowledge and Learning Expenses

Total Expenditure on Projects and Programs
Administration and board expenses
Total Expenditure

Excess of Expenditure Over Income

Notes

15

16
17

18

23

N
o
—
N

|
wn
A

11 245 972
3432 685

10 947 284
266 734

8 885 477
2 178 795
6 361 837
(1 381 831)
9433917
3 597 144
1723738

30 799 077

4 053 495

(8 959 897)

N
(e}
—
[e)]

=
2
A

16 638 983
2 436 854
3 006 146

167 968

6111 061
5125 156
4 754 038
(2 574 935)
8 098 411
3 533 859
1 658 331

26 705 921

3920 433

(8 376 403)




THE AFRICAN CAPACITY BUILDING FOUNDATION
STATEMENT OF CASH FLOWS
For the year ended 31 December 2017

Cash flows from operating activities
Excess of expenditure over income

Adjustment for:

Loss on disposal of property and equipment
Depreciation of property and equipment
Interest earned

Operating cash outflows before working capital changes

Decrease in advances to projects
Decrease/(increase) in accounts receivable
Decrease in amounts due from staff
(Increase)/decrease in other assets
Decrease in inventories
(Decrease)/increase in current liabilities

Cash used in operating activities

Cash flows from investing activities
Proceeds on disposal of property and equipment
Purchase of property and equipment

Interest received

Cash used in investing activities

Net decrease in bank balances and cash

Bank balances and cash at beginning of year

Bank balances and cash at end of year

N
o
=
N

C
n
A

(8 959 897)

113 010
(18 674)

(8 865 561)

3289 243
29 703

22 663
(320 923)
8 155
(678 787)

18 674

(6 528 824)

23 074 413

16 545 589

N
o
—
[e)}

=
n
A

(8 376 403)

202
193 209
(5 408)

(8 188 400)

1223 351
(11 382)
73 998

6 526

16 867
69 316

1225
(141 683)
5 408

(6 944 774)

30 019 187

23 074 413




THE AFRICAN CAPACITY BUILDING FOUNDATION
STATEMENT OF CHANGES IN ACCUMULATED FUNDS
For the year ended 31 December 2017

Accumulated

Funds

US$

Balance at 1 January 2016 37 065 309
Excess of expenditure over income (8 376 403)
Balance at 31 December 2016 “2-8"58"8"9_6_(;
Excess of expenditure over income (8 959 897)
Balance at 31 December 2017 _;.—9“;2_;_0_6_9_



THE AFRICAN CAPACITY BUILDING FOUNDATION
NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2017

1.

Nature of activity

The African Capacity Building Foundation (the Foundation) was established on February 9, 1991.
The establishment was the outcome of a partnership between African governments and the
international donor community. The Funding sponsors of the Foundation are African
Governments, the African Development Bank (AFDB), the United Nations Development
Programme (UNDP) and the World Bank. The three institutions constitute the Foundation’s
sponsoring agencies.

Countries that have honoured the Foundation with their financial support to date are the
following:

Bilateral partners: Canada, Denmark, Finland, France, Greece, India, Ireland, The Netherlands,
Norway, Sweden, United Kingdom, and the United States of America.

African partners: Benin, Botswana, Burkina Faso, Burundi, Cameroon, Cape Verde, Central
African Republic, Chad, Congo (Brazzaville), Congo (DRC), Céte d'Ivoire, Djibouti, Ethiopia,
Gabon, Gambia, Ghana, Guinea, Guinea Bissau, Kenya, Liberia, Madagascar, Malawi, Mali,
Mauritania, Mauritius, Namibia, Niger, Nigeria, Rwanda, Sao Tomé & Principe, Senegal, Sierra
Leone, Sudan, Swaziland, Tanzania, Togo, Uganda, Zambia and Zimbabwe.

The establishment of ACBF was in response to the severity of Africa’s capacity needs, and the
challenges of investing in indigenous human capital and institutions in Sub-Saharan Africa. ACBF
interventions are premised on four principles: the centrality of capacity to the development
process in Africa; the critical role of a partnership and demand driven approach in tackling
capacity challenges; African ownership and leadership in the capacity development process; and
a systematic, sequenced and coordinated approach to the capacity development process.

ACBF’s Vision is an Africa Capable of Achieving Its Own Development. Its mission, as a
Specialized Agency of the African Union for Capacity Development, is to build strategic
partnerships, offer technical support and provide access to relevant knowledge related to
capacity building in Africa.

ACBF'’s specific roles include the following:
To build and strengthen sustainable indigenous capacity for good governance and
development management in Africa;
To improve through co-financing and networking arrangements, the channelling of donor
support for capacity building in Africa;
To coordinate the implementation of programs for the reversal of the brain drain from
the continent as well as retention and intensive utilization of existing capacity;
To build capacity in key areas of the public sector and promote participation of the
private sector and civil society in policy formulation, monitoring and evaluation;

To provide support for regional integration.

ACBF provides capacity development support to Africa using five (5) service lines:
(i) Resource Mobilization;
(i) Investment in Capacity Development Initiatives and Fund Management ;
(iii) Capacity Development Advisory Services;
(iv) Promoting Innovation in Capacity Development; and
(v) Knowledge Management Services.



THE AFRICAN CAPACITY BUILDING FOUNDATION
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

2.

2.1

2.2

3.1

3.2

3.3

Application of new and revised International Financial Reporting Standards (IFRSs)

Amendments to IFRSs mandatorily effective at the end of the reporting period with no
material effect on the reported amounts and disclosures in the current period or prior
period

The following amendments to IFRSs were mandatorily effective as at the end of the reporting
period, but did not have an effect on the current or previously reported financial performance or
financial position of the Foundation.

Amendments to IAS 12 Recognition of Deferred Tax Assets for Unrealised Losses
Amendments to IFRSs in issue but not yet effective at the end of the reporting period

The Foundation has not applied the following new and revised IFRSs that have been issued but are
not yet effective. It is not expected that any of these standards will have any effect on the
Foundation’s financial statements:

IFRS 9 Financial Instruments
IFRS 15 Revenue from Contracts with Customers

Significant accounting policies

Presentation currency

These financial statements are presented in United States Dollars (US$), this being the
functional currency of the Foundation. Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing at the dates of the transactions or at
the applicable transaction rate. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translations at year end exchange rates of
monetary assets and liabilities denominated in foreign currencies are recognized in the
statement of comprehensive income.

Financial assets and liabilities in other currencies are translated into U.S. dollars at the year-
end rate. Foreign currency differences arising on retranslation are recognised in the Statement
of Comprehensive Income.

Statement of compliance

The financial statements have been prepared in accordance with and comply with the
International Financial Reporting Standards issued by the International Accounting Standards
Board (IASB) and interpretations issued by the International Financial Reporting Standards
Interpretations Committee (IFRIC).

Basis of Preparation

The financial statements are prepared under the historical cost convention.

The preparation of the financial statements requires that management makes estimates and
assumptions that affect the reported amounts of assets and liabilities, disclosure of contingent
liabilities at the date of the financial statements, and reported amounts of income and
expenses during the reporting period. If in the future, such estimates and assumptions, which
are based on management’s best judgement at the date of the financial statements deviate
from actual circumstances, the original estimates and assumptions will be modified through
the statement of comprehensive income as appropriate in the year in which the circumstances
change.

The key assumptions concerning the future and other key sources of estimation and judgment at
the reporting date that have a risk of causing adjustment to the carrying amounts of assets and
liabilities within the period under review are discussed in note 3.4 below.

10



THE AFRICAN CAPACITY BUILDING FOUNDATION
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

3.

3.4

3.5

3.6

Significant accounting policies (continued)

Policy for advances to projects

(a) Losses on advances for closed projects

Advances on projects are assessed individually for recoverability if the project has closed
without possibility of extension and the allowed period for submission of expenses for retirement
has elapsed. The advances are analysed on a case-by-case basis taking into account any
breaches of key grant conditions and the remoteness of recovery of the amount through any
other means. Management’s estimates of future cash flows on individual unretired advances are
based on historical loss experience. The assumptions used for estimating the amount and timing
of future cash flows are reviewed regularly to reduce any differences between loss estimates
and actual loss experienced.

(b) Project costs not yet claimed for reimbursement

Projects submit applications for reimbursement of expenses based on their cash flow
requirements. As at reporting date, certain expenses which had been incurred by projects
during the reporting period had not yet been submitted for re-imbursement so that the
Foundation includes such costs in its expenses for the year. Management has made an estimate
of such expenses and accrued the costs accordingly based on unaudited interim financial report
submissions made by the projects.

Useful lives of property and equipment

The Foundation's management determines the estimated useful lives and related depreciation
charges for its property and equipment. This estimate is based on projected product life cycle of
these assets. Management will increase the depreciation charge where useful lives are less than
previously estimated lives, or it will write off or write down technically obsolete assets that are
no longer in use. ,

Cash and cash equivalents

Cash and cash equivalents disclosed in the statement of cash flows consist of cash balances with
banks and cash in hand.

Property and equipment

Fixed assets are measured at cost less accumulated depreciation and accumulated impairment. Cost
includes expenditure that is directly attributable to the acquisition of the asset or in bringing the asset
to its useful state. Where significant parts of an item of property or equipment have different useful
lives, they are accounted for as separate items (major components) of property and equipment.
Subsequent costs are included in the asset’s carrying amount or are recognised as a separate
asset, as appropriate, only when it is probable that future economic benefits will flow to the
Foundation and the cost of the item can be measured reliably. Maintenance and repairs, which
do not meet these criteria, are recognised in the statement of Comprehensive Income as
incurred. Depreciation, impairment and gains or losses on disposal of assets are also included in
the statement of Comprehensive Income.

Property and equipment are depreciated on the straight-line basis over the estimated useful
lives of the assets (other than freehold land) to their residual values. The assets’ residual values
and useful lives and the depreciation method applied are reviewed, and adjusted if appropriate,
at each financial year-end. The Foundation depreciates assets on a straight line basis over
useful lives. The estimated useful lives of tangible assets and related rates for depreciation for
the current financial year are as follows:

Motor vehicles - 5 years (20%)
Computers = 3 years (33.3%)
Furniture and fittings = 10 years (10%)
Equipment = 5 years (20%)
Buildings - 50 years (2%)

There have been no changes to the estimated useful lives from those applied in the previous
financial year.

11



THE AFRICAN CAPACITY BUILDING FOUNDATION
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

3.

3.6

3.7

3.8

3.9

3.10

3.11

Significant accounting policies

Property and equipment (continued)

Income recognition

Income is measured at the fair value of the consideration received or receivable. Grant income
is not recognised until there is reasonable assurance that the Foundation will comply with the
conditions attaching to them and that the grants will be received. Grants that are receivable as
compensation for expenses or losses already incurred or for the purpose of giving immediate
financial support to the Foundation without being tied to specific future costs are recognised in
the statement of Comprehensive Income in the period in which they become receivable.

Interest and other income are recognised when it is probable that the economic benefits will
flow to the Foundation and the amount of income can be measured reliably. Interest income is
accrued on a time basis, by reference to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts estimated future cash receipts through
the expected life of the financial asset to that asset's net carrying amount on initial recognition.

Pledges
All pledges, both restricted and unrestricted, receivable in future in support of the Strategic Plan
2017-2021 from donors and partnerships are not recorded as receivables until received.

Revenue in the year therefore reflects actual receipts which have been contributed by the
donors and partners as at reporting date.

As at 31 December 2017, the pledges from donors towards the Strategic Plan 2017-2021 for
programmatic activities and Foundation costs were US$65.05 million against the total estimated
cost of the approved ACBF Strategic Plan (2017 to 2021) of US$250million. .

Grants and advances to projects

Grants are governed by a written grant agreement. Payments made in accordance with grant
agreements are initially recorded as advances to projects. When supporting documentation for
expenditure is received, the appropriate amount is recognised in the statement of
comprehensive Income. An accrual is raised for expenditure incurred by the grantees for which
supporting documentation is outstanding. The accrual is netted off against the advances made
to projects balance.

Appropriate allowances for estimated irrecoverable advances are recognised in the statement of
income and expenditure when there is objective evidence that the advance is impaired.

Inventories

Inventories are stated at the lower of cost and net realisable value. Costs of inventories are
determined on a first-in-first-out basis. Net realisable value represents the estimated selling
price for inventories less all estimated costs of completion and costs necessary to make the
sale.

Provisions and contingent liabilities

Provisions are recognised when the Foundation has a present obligation (legal or constructive) as a
result of a past event, it is probable that the Foundation will be required to settle the obligation, and
a reliable estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle
the present obligation at the end of the reporting period, taking into account the risks and
uncertainties surrounding the obligation. When a provision is measured using the cash flows
estimated to settle the present obligation, its carrying amount is the present value of those cash
flows (when the effect of the time value of money is material).

Contingent liabilities are not recognised in the financial statements but are disclosed in the
notes unless they are remote.

12



THE AFRICAN CAPACITY BUILDING FOUNDATION
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

3.

3.11

3.12

3.13

Significant accounting policies

Provisions and contingent liabilities (continued)

A retrenchment provision is raised when the Foundation has a present obligation (legal or
constructive) as a result of a past event, it is probable that the Foundation will be required to settle
the obligation, and a reliable estimate can be made of the amount of the obligation.

Employee benefits

The Foundation operates a defined contribution plan for all qualifying employees based on a
percentage of pensionable earnings funded by both employer and employees, the assets of
which are generally held in separate administered funds. Contributions to these plans are
recognised as an expense in the Statement of Comprehensive Income in the periods during
which services are rendered by employees.

Both employer and employees contribute to a plan administered by Generali Worldwide. The
objective of the plan is to provide terminal benefits for employees. Under this scheme the
employer is obligated to contribute an amount equivalent to 7% of the employee’s salary into
the fund and to contribute further amounts up to 7% of the employees’ salary to match any
voluntary contributions to the fund by the employee on a dollar-for-dollar basis.

On termination of employment, the employee will be entitled to receive 100% of the employee
and employer contributions plus any income earned by their portfolio during their period of
service.

Taxation

The African Capacity Building Foundation article IX stipulates that, its assets, property, income
and its operations and transactions authorised in furtherance of its constitutional purposes, are
exempt from all forms of taxation and from all custom duties.

Risk management

The Foundation’s activities expose it to a variety of financial risks and those activities involve the
analysis, evaluation, acceptance and management of some degree of risk. Financial risk is not
core to the capacity building business, whilst the operational risks are an inevitable consequence
of being in the capacity building sector. The Foundation’s aim is therefore to achieve an
appropriate balance between risk and results whilst minimising the potential adverse effects in
its operational performance.

The Foundation’s risk management policies are designed to identify and analyse risks, to set
appropriate risk limits and controls, and to monitor the risks and adherence to limits by means
of reliable and up-to-date processes and procedures.

Credit risk

Credit risk refers to the risk that a grantee will default on its contractual obligations, by utilising
an advance for purposes not allowable within the grant agreement, and failing to refund the
amounts spent, resulting in financial loss to the Foundation. The Foundation manages its
exposure to credit risk through the use of internal monitoring tools, which includes the Risk
Management and Control Unit (RMCU) and the Portfolio Review (PR) mechanism. This
mechanism has been developed internally and combines operational and statistical analysis.
Management utilizes the resulting ratings from the Portfolio Review of projects to classify
individual grantees into five rating categories: Highly Satisfactory, Satisfactory, Moderately
Satisfactory, Partially Satisfactory and Unsatisfactory. The rating categories have different
meanings and policy implications for action by management.

Liquidity risk

Liquidity risk is the risk that the Foundation is unable to meet its payment obligations associated with
its financial liabilities when they fall due. The consequence may be the failure to meet obligations to
reimburse grantees when they submit reimbursement application.

13



THE AFRICAN CAPACITY BUILDING FOUNDATION
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

4.

Risk management (continued)

The liquidity management process, as carried out within the Foundation and monitored by the
RMCU and the Audit Risk Committee (ARC), includes:

Monitoring future commitments to ensure that requirements can be met from available funds
and confirmed pledges.

Grant agreements have provisions that allow the Foundation to limit disbursements from
funds that are available within the Foundation.

Foreign exchange risk

The Foundation takes on minimal exposure to the effects of fluctuations in the prevailing foreign
currency exchange rates on its financial position and cash flows.

Currency risk management

Currency risk is the possibility that the Foundation may suffer financial loss as a consequence of the
depreciation in the measurement currency relative to the foreign currency prior to payment of a
commitment in that foreign currency or the measurement currency strengthening prior to receiving
payment in that foreign currency.

The Foundation's exposure to the risk is minimal as most monetary assets and liabilities are
denominated in United States Dollars.

Despite the shortages of foreign currency in Nostro accounts, foreign disbursements were being settled in
United States Dollars as the Foundation’s grant income is mostly received in United
States Dollars from the accounts maintained in the United Kingdom.

Interest rate risk

Cash flow interest rate risk is the risk that the future cash flows of a financial instrument will
fluctuate because of changes in market interest rates. Fair value interest rate risk is the risk that
the value of a financial instrument will fluctuate because of changes in market interest rates.
The Foundation does not take any exposure to the effects of fluctuations in the prevailing levels
of market interest rates on both its fair value and cash flow risks.

14
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THE AFRICAN CAPACITY BUILDING FOUNDATION
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

2017 2016
Uss$ uss$
6. Inventories
Stationery 23 200 21 019
Fuel 281 15 099
Information technology (IT) consumables 41 311 36 829
64 792 72 947
Z: Accounts receivable
Suppliers of goods and services 328 328
Other receivables 20 877 39 815
Provision for doubtful debts (note 21) (10 765) =
10 440 40 143
8. Amounts due from staff
Personal loan/salary advances 122 204 115 184
Housing rental loan/emergency loan 7 358 30 617
Installation loan 34 881 41 305
164 443 187 106
9. Advances to projects
Fully fledged grants 4 150 063 8 107 846
Other advances 1118 344 1219 306
Financing Innovative Capacity Development (FICAD) 219 349 276 660
Accrued project expenses (639 442) (2 021 273)
Provision for doubtful advances (note 21) (2 799 829) (2 244 811)
2 048 485 5337 728
10. Other assets
Consultants travel advances 15 220 16 699
VAT receivable 111 771 118 482
Prepaid expenses 365 394 36 281
492 385 171 462
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THE AFRICAN CAPACITY BUILDING FOUNDATION
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

11. Bank balances and cash

Standard Chartered Bank (London)

Stanbic, Standard Chartered and Ecobank (Zimbabwe)
Foreign currencies — Standard Chartered Bank (London)
Foreign currencies — Standard Bank South Africa

Cash on hand

12, Accrued expenses

Suppliers of goods and services

13. Provisions

Audit fees

Leave accrual
Consultants
Retirement benefits

14. Other liabilities
Other payables

Amounts due to staff
BADEA Support to Women Entrepreneurs

i5. Other Income Received

Interest Income
Fund Management Fees

2017 2016

uUss$ uss$

14 528 435 21 115719
1667 030 1728 100
276 560 169 231
12 640 12 640

60 924 48 723

16 545 589 23 074 413
59 358 77 596

45 500 84 186
214 536 195 126
513 176 572 480
336 725 254 226
1109 937 1106 018
858 643 1 603 224
10 370 2257

72 000 -
941 013 1 605 481
18 674 5407
248 060 161 336
266 734 167 968

15.1 Fund management fees is realised from management of projects on behalf of development

partners.
16 Special projects and partnerships

ACBF - AFDB Collaboration
ACBF - UNDP Collaboration
AACES Resource Facility

Financing Innovative Capacity Development (FICAD) Grants

Bill and Melinda Gates Foundation
Other Partnerships and Collaboration

17

4 202 590
167 962
624 585

4 435 780

3 000

9 433 917

5287 133
7 488

182 542
4 058
2517 290
99 900

8 098 411




THE AFRICAN CAPACITY BUILDING FOUNDATION
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

17.

18.

19.

20.

2017 2016
Uss$ Uss

Project/program development expenses
Program staff expenses 2 546 600 2 590 269

Country capacity profiles/project identification
& development 302 679 191 679
Project appraisal 4 839 10 981
Project implementation planning 34 338 =
Project supervision and monitoring 142 657 149 081
Mid-term reviews - 27 453
Projects support activities 164 213 289 111
Monitoring and evaluation activities 128 318 78 627
Strategic 4 362 -
Program Operation expenses 116 616 113 039
Other partnership & Synergies 28 041 E
Conferences and workshops 124 481 83 619
3 597 144 3 533 859

Administration and board expenses

Professional staff expenses 1 889 567 1760 263
Support staff expenses 639 016 551 252
Administrative expenses 781 933 807 409
Foreign currency exchange loss/(gain) 24 838 (8 758)
Board expenses 344 640 386 312
Resource mobilisation 260 200 229 558
Depreciation 113 010 193 209
Other expenses 291 1188
4 053 495 3920433

Subsequent events

The Foundation has reviewed the events occurring after the reporting date and no material
matters were noted.

Remuneration of key management

Key management, in common with all personnel employed by the Foundation, are remunerated
according to the Foundation’s salary scale. Remuneration consists of salary, allowances and
employer contributions towards pension fund and insurance schemes. Remuneration of key
management amounted to US$820 442 in 2017 (2016: US$675 528), which includes US$163 615
in 2016 (2016: US$ 143 822) of contributions for pension funds and related insurance benefits.

The Foundation pays its Executive Board Members honorarium for every executive board
sitting. Paid honorarium amounted to US$72 000 in 2017 (2016: US$76 000).
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THE AFRICAN CAPACITY BUILDING FOUNDATION
NOTES TO THE FINANCIAL STATEMENTS (continued)
For the year ended 31 December 2017

21.

21.1

22,

23.

24,

Provision for doubtful advances

The Foundation raises a provision for doubtful advances based on the projects that have
been closed and have not fully settled their advances with the Foundation. A reconciliation
of the provision for doubtful advances is presented below:

Uss$
Balance at 1 January 2016 2 336 122
Impaired advances recovered (102 076)
Impairment recognised 10 765
Balance at 31 December 2016 2 244 811
Impaired advances recovered (50 393)
Impairment recognised 616 176
Balance at 31 December 2017 2 810 594
Comprising of:
Other Receivables (note 7) 10 765
Advances to projects (note 9) 2799 829
Total 2 810 594

Included in advances to projects is an amount of US$66 327 (2016: US$2 828 793) that
relates to projects that are past due and not impaired. Management have assessed the
circumstances surrounding each unretired advance and concluded that, based on the
nature of the organisations and their assessment of the going concern of these, the
advances are recoverable.

Contingent Liabilities

The Foundation has no contingent liabilities as at 31 December 2017 (2016: US$ nil).
Multiyear grants

The Foundation incurred an excess of expenditure over income of US$8 959 897 during the
year under review (2016: US$8 376 403).

The reported excess of expenditure over income does not mean an over expenditure nor
financial loss, rather, it is the result of a comparison of the actual inflow of revenue over
actual use of resources in the reporting period. Income in this case refers to inflows
received during the year while expenditure includes disbursements to projects from income
received in prior years.

Going concern

These Financial Statements have been prepared on a going concern basis as a number of African
Member States and Development Partners have already committed to provide their continuing
financial support to the 2017-2021 Strategic Plan. So far pledges amounting to US$ 65.05
million have been committed. This will enable the Foundation to operate in year 2018 and
beyond.
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