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Financial report on the 2020 accounts

Introduction

1. These financial statements are prepared in accordance with Article 14 of the Financial Regulations
of the International Training Centre of the International Labour Organization (the Centre) and they
are submitted to the Board in accordance with Article 17. The External Auditor's report on the audit
of the Centre’s 2020 financial statements, in addition to the Independent Auditor’'s Report, is also
submitted to the Board of the Centre in accordance with Article 27 of the Financial Regulations.

2. The 2020 financial statements have been prepared in accordance with the International Public
Sector Accounting Standards (IPSAS). Financial statements prepared under IPSAS recognize the
general operations’ voluntary contributions for which there are no conditions when receipt is
probable and the amount is known. Contributions relating to training activities that have conditions
are recognized as revenue when the services are delivered by the Centre. Expenditures are
recognized when goods and services are received or delivered, rather than when they are paid.
Employee benefits relating to accumulated leave, repatriation shipment and travel are recognized
in the financial statements as they are earned by the Centre’s officials, rather than when they are
paid. The after-service health insurance (ASHI) and the end-of-service payments and repatriation
grant liabilities are recognized in the International Labour Organization’s (ILO) consolidated
financial statements.

3. The implementation of IPSAS has no impact on the preparation of the budget, which is still
presented on a modified accrual basis. As the basis and scope of the budget and the financial
statements differ, reconciliations between the budget and the IPSAS Statements of financial
performance and cash flow are presented in Note 15 to the financial statements.

4. The Centre was established by the Governing Body of the ILO and the Government of Italy in 1964.
The Centre is governed by a Board chaired by the Director-General of the ILO. The Board has
33 members, 24 of whom are appointed by the Governing Body of the ILO. As the ILO is the
controlling entity of the Centre, the Centre’s financial statements are consolidated with those of
the ILO.

Financial Highlights of 2020

5. The results presented below are those of the financial year 2020, a year during which the Centre
faced many challenges as a result of the COVID-19 pandemic that started in early March 2020. All
face-to-face training activities had to be stopped and participants went back home and as a result
of a decree of lockdown issued by the Italian Authorities, the majority of the Centre’s staff started
teleworking at this time.

6. To mitigate the serious impact of the pandemic on the financial position, the Centre immediately
took measures to address the situation as the 2020 financial outlook was bleak. On the training
side, staff immediately initiated the conversion of the face-to-face training courses scheduled in
the first half of the year to distance learning modalities; some face-to-face training scheduled in
the first half of the year was also postponed to the second half and eventually, these courses were
also converted to distance-learning modalities; a global outreach campaign was launched to
promote the services of the Centre; the update of the digital learning solutions was accelerated;
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resource mobilisation efforts were increased; and the Centre expanded its non-training services.
On the expenditure side, the Centre froze all discretionary expenditures and ILO confirmed that
certain costs provided to the Centre would be provided without charge. It also froze all vacancies
and minimized as much as possible, the use of external assistance.

7. With these mitigation actions in place, the Centre saw a significant increase in its outreach for its
training activities as well as the demand for its non-training services. In addition, the Centre
identified additional savings in many of its expenditure categories by the end of the year. As a
result, the Centre was able to turn a bleak 2020 financial outlook to very positive results. The table
below summarizes the IPSAS-based financial results and budget surplus of the Centre in 2020 as
compared to its previous years:

(in thousands of Euros)

2020 2019 2018 2017
Revenue 33395 42 464 36 917 37581
Expenditure 32 205 41 252 36 931 39 052
Net surplus (deficit) 1190 1212 (14) (1471)
Assets 39772 40 265 37 134 26 657
Liabilities 22 301 23942 21 874 11476
Net assets 17471 16 323 15 260 15181
Budget surplus 2087 2138 950 712

The IPSAS-based 2020 net surplus amounts to €1.19 million and incorporates the total financial results
of all Funds of the Centre whereas the budget surplus of €2.087 million only includes the results of the
General Fund. The difference is explained by:

e the difference in the depreciation expense for assets expensed prior to 2012 as a result of the
conversion to IPSAS of €331 000;

e the use of past surpluses of €235 000 recognized in the Statement of Budget and Actual only;
e the unrealised exchange loss of €768 000 recognized in the Statement of Financial Performance;

e the net surplus of funds in the Campus Improvement Fund and ltalian Trust Fund of €476 000;
and

e the inter-fund expenditures of €39 000.

8. The change in net assets from €16.323 million in 2019 to €17.471 million in 2020 is attributable to
the net surpluses in the Statement of Financial Performance, the Campus Improvement and Italy
Trust Funds as well as the actuarial loss on the employee benefit liability, as a result of an actuarial
valuation of the liability on repatriation travel and removal.
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Total revenue, three biennium comparison

in thousands of Euros
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The Centre’s total revenue generally followed a pattern over a two-year cycle whereas the Centre’s
total revenue was higher in the second year of the cycle. However in 2020, due to the change in
the training modalities, the total revenue earned by the Centre is lower that the anticipated biennial
budget level, representing only 42.1%. The related variable expenditure have also decreased
significantly, thus permitting the Centre to achieve its contribution to fixed costs (CFC) 2020 target
with a higher outreach.

Financial performance

Revenue

10.

Revenue in 2020 totalled €33.395 million (€42.5 million in 2019) and was distributed as follows:

Revenue by source, 2020 (in thousands of Euros)

B Voluntary

Other revenue,
€1,005

/

B Training
€17,828

contributions
€14,036
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11. The two major sources of revenue, representing 95.4 per cent of total revenue (2019 - 95.4 per
cent), are derived from training activities and voluntary contributions.

Revenue sources, four-year comparison
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12. Training revenue totalled €17.83 million in 2020 as compared to €27.45 million in 2019 showing a
sharp decrease of €9.62 million or 35 per cent. In 2020, training activities were mostly delivered
through distance learning as opposed to last year, when the majority of training activities were
delivered face-to-face. This had a significant impact on the total revenue earned as the unit price
per training activity is much lower in the distance learning modality than the face-to-face. However
the Centre increased significantly its outreach during the year. Overall, the number of enrolments
in distance learning went from 25 364 in the 2018-19 biennium to 52 056 enrolments in 2020,
showing that in a single year, the Centre has doubled its prior results. Face-to-face training, of
course, fell significantly as participants were only present on campus in the first two months of the
year.

13. Voluntary contributions increased by €958 000 in 2020 as compared to 2019. The ltalian
Government’s contribution for training activities remained constant at €1.6 million however no
amount was recorded under deferred revenue in 2020, as required by IPSAS. In 2019, an amount
of €300 000 had been deferred. In 2020, the Centre received the balance of €2.639 million for the
renovation of the Africa 10 and 11 pavilions on Campus, of which an amount of €126 000 (2019 -
€10 500) was recorded as revenue. The ILO contribution of 4.483 million US dollars was slightly
higher than in 2019 (approx. 311 000 US dollars) and its conversion resulted in a higher revenue
of approx. €280 000 from the exchange rate being in the Centre’s favour.
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14. Expenditure in 2020 totalled €32.21 million (€41.25 million in 2019) and were distributed as follows:

Expenditure by source, 2020 (in thousands of Euros)
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Expenditure, four-year comparison
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15. The majority of expenditures decreased in 2020 as compared to 2019. In 2020, the Centre saw a
decrease in its training activity related costs of more than €8.832 million or 58.8%, which aligns to
the decrease in the training activities’ revenue, which decreased by 35%, thus resulting in a lower
cost to income ratio. Overall savings of approx. €1.5 million were achieved in its fixed expenditure
as a result of freezing certain discretionary expenditure, postponing certain work and the
cancellation of certain anticipated costs, such as travel. In 2020, the Centre incurred a net foreign

5
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16.

exchange loss of €687 000 (2019 - €166 000) made up of realized gains of €81 000 (2019 — €92
000 realized loss) and unrealized losses of €768 000 (2019 — €258 000 in unrealized gains).

During the year, the Centre froze recruitment on vacant positions and certain staff-related costs,
and as a result, the Centre had overall savings of €669 000. At the request of the ILO, the Centre
made an additional contribution to the Terminal Benefit Fund of €1.6 million, in order to increase
the available funding for future End-of-Service and Repatriation Grant payments to staff members.
While the liability for these benefits stands at €10.362 million at the end of the year, it is funded
at a level of €2.3 million. This additional contribution was funded from the overall expenditure
savings however as it is recorded under staff costs, this resulted in an increase of 6.2 per cent
from €19.03 million in 2019 to €20.2 million in 2020.

Financial position

Assets

17.

The Centre held assets of €39.8 million as at 31 December 2020 (€40.3 million as at 31 December
2019) which were as follows:

Assets by type, 2020 (in thousands of Euros)

18.

19.

Property and equipment, €5,924

B Other assets
€621

Cash and cash
equivalent,

Accounts receivable,

As at 31 December 2020, the Centre’s most significant asset was cash and cash equivalents
totalling €21.65 million (€15.1 million as at 31 December 2019) and representing 54.4 per cent of
the total assets. Of this amount, €6.1 million or 28 per cent corresponds to funds held on behalf of
donors for training activities and other specific purposes (€4.0 million or 26.3 per cent as at 31
December 2019). Funds of €5.3 million (€4.8 million as at 31 December 2019) were held in the
Working Capital, Campus Improvement and Italy Trust Funds.

Accounts receivable as well as property and equipment were the other two significant asset
components.
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Assets, four-year comparison
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The Centre’s total assets decreased by €493 000 or 1.2 per cent (€3.1 million or 8.4 per cent
increase as at 31 December 2019).

Cash and cash equivalents have increased by €6.5 million or 43.3 per cent as at 31 December
2020 (remained constant in 2019 at €15.1 million). Further information is provided on the
Statement of Cash Flow.

Accounts receivable decreased by €3.8 million or 25.1 per cent (increase of €2.4 million or 18.8
per cent as at 31 December 2019) mainly as a result of a decrease of €3.5 million (increase of
€2.1 million as at 31 December 2019) in accounts receivable relating to agreements for training
services held at the end of the year. There was also a decrease of €436 000 in the receivables
pertaining to training services delivered, as a result of the on-going collection efforts, among
others.

The receivable from the ILO decreased by €3.5 million or 134.4 per cent (increase of €1.2 million
or 85.2 per cent as at 31 December 2019) and became a Due to the ILO liability in 2020. This is
due to the cash advances made by the ILO during a significant portion of the year that were used
to settle their invoices for completed services as well as the additional contribution to the Terminal
Benefit Fund, which was recorded against the Due from the ILO, thus resulting in a balance owing
to the ILO at the end of the year.

Property and equipment decreased by €681 000 or 10.3 per cent (decrease of €560 000 or 7.8 per
cent as at 31 December 2019) mainly as a result of a full year of depreciation recorded in 2020 in
the amount of €833 000 (2019 - €856 000) and the work initiated on the Africa 10 and 11 pavilions’
renovation totalling €126 000. Some assets were also disposed of during the year which were
mostly fully depreciated.
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Liabilities

25. The Centre had liabilities totalling €22.3 million as at 31 December 2020 (€23.9 million as at 31

December 2019) which were as follows:

Liabilities by type, 2020 (in thousands of Euros)

26.

27.
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The most significant liability totalling €16.5 million or 73.9 per cent (€17.3 million or 72.4 per cent
as at 31 December 2019) relates to deferred revenue. This balance represents funds advanced by
donors and sponsors for specific training projects and other purposes, including the renovation of
pavilions Africa 10 and 11 (total of €6.1 million as at 31 December 2020 and €4.0 million as at 31
December 2019) and funds receivable based on signed agreements with sponsoring agencies and
other donors with respect to future training activities and advisory services, subject to specific
performance conditions (€10.4 million as at 31 December 2020 and €13.3 million as at 31
December 2019).

The employee benefit liability includes future employee benefits earned by staff members while
they work at the Centre and for which the liability is accrued at year-end. This includes
accumulated leave as well as repatriation travel and removal expenditures. The liabilities for After
Service Health Insurance (ASHI) and the End of Service Benefits as well as Repatriation Grants
are recorded as liabilities in the ILO’s financial statements and are only disclosed in the Centre’s
financial statements.
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Liabilities, four-year comparison
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28. Accounts payable and accrued liabilities decreased by €1.9 million or 48.0 per cent (increase of
€1.8 million or 82.2 per cent as at 31 December 2019) as a result of decreased level of annual
expenditure relating to both training activities and operations.

Net assets

Net assets, four-year comparison by Fund
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29. The Centre’s net assets include the Working Capital Fund which represents 11.4 per cent or €2
million (12.3 per cent or €2 million as at 31 December 2019) as set by the Financial Regulations.
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30. In addition, it includes the General Fund totalling €12.3 million and 70.1 per cent of the overall net
assets (€11.6 million and 70.1 per cent as at 31 December 2019), the Campus Improvement Fund
with €1.5 million and 8.3 per cent of the total (€1.3 million and 8.1 per cent as at 31 December
2019) and the Italian Trust Fund with €1.8 million and 10.5 per cent of the total (€1.5 million and
9.1 per cent as at 31 December 2019). There is also the Actuarial loss on employee benefits
liability of €98 000 (€56 000 loss as at 31 December 2019), recorded under the Net Assets, in
compliance with I[PSAS.

Regular Budget

31. Atits 82nd Session (October 2019), the Board approved the 2020-21 Budget Proposals consisting
of total expenditure of €82.417 million including a contingency of €600 000 and total revenue of
€82.417 million resulting in a balanced budget.

32. The preliminary budgetary results for the 2020 financial year, the first year of the 2020-21
biennium, are summarized in Statement V, with the details of voluntary contributions received from
donors shown in Note 11.

33. The 2020 actual revenue amounted to €33.235 million which was mainly made up of €32.919 million
in voluntary contributions and external revenue as well as a use of past surpluses totalling €235
000 and realized foreign exchange gains of €81 000. The actual expenditure amounted to €31.148
million. The 2020 preliminary budget surplus is €2.087 million. This is after taking into account the
provision for doubtful accounts.

Significant differences between the 2020 budget and actual amounts as presented
on Statement V

(In thousands of Euros)

Budget Actual Variance Variance

Line item in Statement V 20201 2020 Amount %

Chapter Line

I 10 International Labour Organization voluntary contribution 3584 4017 433 121
| 14 City of Turin voluntary contribution - 180 180 100.0
I 20 Revenue from training activities and advisory services 26 804 19078 (7 726) (28.8)
I 21 Revenue from media production 800 526 (274) (34.2)
1l 30 Past surpluses to training activities 594 235 (359) (60.4)
I\ 40 Regular budget (RB) staff 16127 16786 659 4.0
I\ 41 Consultants 523 276 (247) (47.2)
% 41 Facilities 1999 1798 (201) (10.0)
\% 44 General operating costs 795 614 (181) (181)
I\ 45 Mission and representation 280 34 (246) (87.9)
vV 46 Governance 351 82 (269) (76.6)
I\ 47 Information and technology costs 1535 1373 (162) (10.6)
I\ 48 Depreciation 590 502 (88) (14.9)
v 50 Variable budget (VB) staff 2500 2405 (95) (3.8%)
v 51-57 Total variable expenditure 15028 6576 (8 452) (56.2)
v 58 Costs related to revenue from media production 400 157 (243) (60.8)

1 Budget represents 50% of the approved budget for voluntary contributions, media production revenue and related costs,
other revenue and related costs, regular budget (RB) and variable budget (VB) expenditure, as well as the contingency;
approximately 49.5% of the approved budget for training activities and advisory services revenue, total fixed expenditure
excluding regular budget (RB) staff expenditure and depreciation, and total variable expenditure excluding variable budget
(VB) staff expenditure; and approximately 40% of the approved budget for depreciation.

10
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Contributions — Chapter |

34

35.

For the period of 2020-21, the Centre will receive a contribution of US$8.966 million as approved
by the ILO in its 2020-21 Programme and Budget. Half of this was received in 2020. The variance
of €433 000 or 12.1 per cent is due to the increase observed of 311 000 US dollars as well as the
favorable exchange rate.

The 2019 contribution from the City was received in 2020 and was used to cover some related
maintenance costs incurred during the year.

Revenue - Chapters Il and Il

36.

37.

Revenue from training activities and advisory services as well as use of past surpluses for training
activities totaled €19.313 million which are below the budget level originally set of €27.398 million.
The training activities and advisory services revenue, the use of past surpluses and the variable
expenditure need to be considered together in order to understand the budget results of the Centre.
While training activities and advisory services revenue results are below the anticipated level by
€8.085 million or 29.5%, the variable expenditure including the VB staff costs relating to these
same services totaled €8.981 million, well below the anticipated budget level of €17.528 million or
48.8%. This year, the Centre delivered its activities mainly through distance learning with limited
face-to-face training in January and February 2020 only. This new modality led to:

(a) A lower unit price per participant for online courses as compared to the average prices for
face-to-face training on campus and in the field;

(b) With the same levels of participants, total revenue earned is lower but variable expenditure
are also lower;

(c) A decrease in the ratio of variable expenditure to revenue normally earned;

(d) Although the revenue and the variable expenditure are lower, the outreach in 2020 has more
than doubled over the results of the previous biennium 2018-19;

(e) An average increase in the Contribution to Fixed Cost (CFC) ratio of approximately 36% (from
an average of 45% in the 2018-19 biennium to 65% in 2020).

To explain this, the following example is provided. The Centre earns €1 000 for a training activity.
In 2019, on average, approximately 55% represented variable expenditure incurred to hold the
activity, such as external collaborators, training facilities, travel, etc. The CFC resulting from this
activity represented about 45% of the total revenue and this covered the fixed expenditure, such
as the concerned staff costs. In 2020, as a result of the distance learning modality used during
most of the year, for the same amount of revenue, the Centre incurred approximately 35% in
variable expenditure and the CFC achieved was 65%.

€1,000 TRAINING REVENUE - 2020 €1,000 TRAINING REVENUE - 2019

Contribution

to fixed costs

Contribution
to fixed costs

11
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38.

39.

Revenue from media production totaled €526 000, an increase of 32% from last year’s revenue.
This is due to the fast-growing demand for training-material development and media development
assignments throughout the year. Although the results for 2020 are below budget, the demand for
such services is expected to continue growing in the future. The revenue under this line item only
relates to work carried out for external parties and all revenue related to internal work carried out
to support the Centre’s activities is recognized under training services and advisory services
revenue.

The use of past surpluses for training activities totaled €235 000 and this is below the budget of
€594 000 by €359 000 or 60.4 per cent. In the activities undertaken in 2020, the Centre was able
to allocate funds from other sources, where needed.

Fixed expenditure — Chapter IV

40.

41.

42.

In March, as a result of the pandemic, the Centre froze all discretionary fixed expenditure. The
total savings achieved in the fixed expenditure category totaled approximately €1.5 million over
the course of 2020. These savings were derived from cancelling certain costs, such as travel,
postponing work to 2021, or from the Centre having been successful in negotiating certain
reduction on fixed contracts for the management of the campus. In addition, it also froze its
vacancies as one of the cost containment measures which resulted in additional savings of approx.
€669 000.

As a result of these overall savings, the ILO requested that the Centre make an exceptional
contribution to the Terminal Benefit Fund (TBF) to ensure sufficient funding over the short-term in
view of the on-going review of its business model. At the end of 2020, the Fund held approximately
€2.3 million available for future disbursements currently estimated to be €10.4 million, thus
showing a position of under-funding. With the additional contribution made to the ILO which is
partially charged to Regular budget staff expenditure (€1.3 million), the final expenditure is €16.786
million, slightly over the budget of €16.127 million by €659 000 or 4.0 per cent.

Depreciation is lower than the budget by €88 000 or 14.9 per cent as the budgeted amount
anticipated some months of depreciation for the renovation costs of the Africa 10 and 11 pavilions,
which is delayed to 2022.

Variable expenditure — Chapter V

43.

44,

Variable budget staff expenditure totaled €2.405 million and is under the budget of €2.5 million by
€95 000 or 3.80 per cent. This is due mostly to the frozen vacancies and the resulting savings
balanced with a portion of the additional contribution of €1.6 million made to the TBF (see
paragraph 41 above), of which €272 000 was related to the variable budget staff expenditure.

The balance of the total variable expenditure were below the budget and show a significant
variance of €8.452 million or 56.2 per cent. As a result of having face-to-face training in the first
two months of the year and distance learning in the rest of the year, the level of total variable
expenditure is lower, as anticipated. Both types of training activities have very different costing
structures and the expenditure to revenue ratios differ significantly. Refer to paragraph 37 for
further explanations.

Ex—gratia payments

45.

There were two ex-gratia payments made in 2020 for a total amount of €5 376.

12
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Approval of the Financial Statements for the year ended
31 December 2020

The financial statements are the responsibility of and have been prepared by Management in accordance
with the International Public Sector Accounting Standards and comply with the Financial Regulations of
the International Training Centre of the International Labour Organization. They include certain amounts
that are based on Management’s best estimates and judgments.

Accounting procedures and related systems of internal control, developed by Management, provide
reasonable assurance that assets are safeguarded, that the books and records properly reflect all
transactions and that overall, policies and procedures are implemented with the appropriate segregation
of duties.

The financial governance of the Centre includes the review of financial systems and internal controls by
the International Labour Organization’s Office of Internal Audit and Oversight, the External Auditor, and
by the Board. The External Auditor also provides an opinion on the Financial Statements which are
appended thereto.

In accordance with Article 17.2 of the Financial Regulations, the financial statements numbered | to V
and the accompanying notes are hereby approved and submitted to the Board of the International
Training Centre of the International Labour Organization.

Christine Boulanger Yanguo Liu
Treasurer, Chief of Financial Services Director
1 March 2021 1 March 2021

Point for decision

The Board is requested to adopt the Financial Statements as submitted in accordance with Article 17.2
of the Financial Regulations.

13
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Independent Auditor’s Report

14



REPUBLIC OF THE PHILIPPINES
COMMISSION ON AUDIT
Commonwealth Avenue, Quezon City, Philippines

INDEPENDENT AUDITOR’S REPORT

To the Board of the International Training Centre
of the International Labour Organization

Opinion

We have audited the financial statements of the International Training Center (ITC) of the
International Labour Organization, which comprise the statement of financial position as at 31
December 2020, and the statement of financial performance, statement of changes in net assets,
statement of cash flow, and statement of comparison of budget and actual amounts for the year
then ended, and notes to the financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects,
the financial position of the ITC as at 31 December 2020, and its financial performance,
changes in net assets, cash flow, and comparison of budget and actual amounts for the year
then ended, in accordance with International Public Sector Accounting Standards (IPSAS).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) issued
by the International Auditing and Assurance Standards Board. Our responsibilities under those
standards are described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the ITC in accordance with the ethical
requirements that are relevant to our audit of the financial statements, and we have fulfilled our
other ethical responsibilities in accordance with these requirements. 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
information included in the ITC financial statements and external auditor’s report for the year
ending 31 December 2020, but does not include the financial statements and our auditor’s
report thereon.

Our opinion on the financial statements does not cover the other information and we do not
express 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, 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 and Those Charged with Governance for the Financial
Statements

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

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

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

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

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism 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 ITC’s internal control.

e Evaluate 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’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the ITC’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.

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

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

Report on Other Legal and Regulatory Requirements
Further, in our opinion, the transactions of the ITC, that have come to our notice or which we
have tested as part of our audit have, in all significant respects, been in accordance with the

Financial Regulations and legislative authority of the ITC.

In accordance with Article 27 of the Financial Regulations of the ITC, we have also issued a
long-form report on our audit of the ITC.

epublic of the Philippines
External Auditor

Quezon City, Philippines
01 March 2021

S CONMISSION OH AUDLT
|/ OFFICE OF THE CHAIRPERSGN
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Financial Statements for the year ended 31 December 2020

International Training Centre of the ILO

Statement of financial position
as at 31 December

(in thousands of Euros)

Notes 2020 2019
Assets o
Current assets
Cash and cash equivalents 4 21650 15108
Accounts receivable 5 8605 8 347
Contributions receivable 6 13 13
Due from the ILO - 2640
Prepayments 494 590
Other current assets 107 119
30 869 26 817
Non-current assets
Accounts receivable 5 2972 6811
Property and equipment 8 5924 6 605
Intangible assets 7 32
8903 13 448
Total assets 39772 40 265
Liabilities
Current liabilities
Accounts payable and accrued liabilities 2045 3931
Due to the ILO 908 -
Deferred revenue 9 13 747 10 671
Employee benefits 10 1600 1550
18 300 16 152
Non-current liabilities
Deferred revenue 9 2742 6672
Employee benefits 10 1259 1118
4001 7790
Total liabilities 22 301 23942
Net assets
Reserve 2000 2000
Accumulated balances 15 471 14 323
Total net assets 16 17 471 16 323
Total liabilities and net assets 39772 40 265

The accompanying notes form an integral part of these Financial Statements.
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STATEMENT II

International Training Centre of the ILO

Statement of financial performance
for the year ended 31 December

(in thousands of Euros)

Revenue
Training activities
Voluntary contributions
Other revenue
Exchange gain and revaluation, net

Investment revenue
Total revenue

Expenditures
Staff costs
Sub-contracts
General operating expenditures
Travel
Other costs related to training activities
Buildings and ground maintenance
Supplies
Depreciation
Exchange loss and revaluation, net
Bank charges
Total expenditures

Net surplus

The accompanying notes form an integral part of these Financial Statements.
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Notes

11
13

2020 2019
17 828 27 446
14 036 13078

1424 1619

- 166

107 155
33395 42 464
20217 19029
5889 9 351
1411 1845
279 3711
1115 3 547
1332 1743
408 1059
833 917
687 -
34 50

32 205 41 252
1190 1212




International Training Centre of the ILO

Statement of changes in net assets

for the year ended 31 December

(in thousands of Euros)

Balance as at 1 January 2020
Net surplus of 2020

Actuarial gain (loss) on
employee benefit liabilities

Balance as at
31 December 2020

Balance as at 1 January 2019
Net surplus (deficit) of 2019

Actuarial gain (loss) on
employee benefit liabilities

Balance as at
31 December 2019

The accompanying notes form an integral part of these Financial Statements.

STATEMENT III

Reserve Accumulated Balances hE
Assets
Actuarial
Working Campus Italy gain (loss) Total
. General on
Capital Fund Improvement Trust emolovee accumulated
Fund Fund Fund ploye balances
benefit
liability
2000 11 568 1323 1488 (56) 14 323 16 323
- 714 126 350 - 1190 1190
- - - - (42) (42) (42)
2000 12 282 1449 1838 (98) 15 471 17 471
2000 10 296 1315 1556 93 13 260 15 260
- 1272 8 (68) - 1212 1212
- - - - (149) (149) (149)
2000 11 568 1323 1488 (56) 14 323 16 323
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STATEMENT IV

International Training Centre of the ILO

Statement of cash flow
for the year ended 31 December

(in thousands of Euros)

2020 2019

Cash flows from operating activities

Net surplus for the period 1190 1212
Effect of exchange rates on cash and cash equivalents (1013) 245
Non-cash items:
Depreciation 833 917
(Gain)/loss from disposal of property and equipment - (14)
(Increase)/decrease in accounts receivable 3581 (2402)
(Increase)/decrease in contributions receivable - M
(Increase)/decrease in due to / due from the ILO 3548 (1215)
(Increase)/decrease in prepayments 9 (158)
(Increase)/decrease in other current assets 12 15
Increase/(decrease) in accounts payable and accrued liabilities (1886) 1774
Increase/(decrease) in deferred revenue (854) 94
Increase/(decrease) in employee benefit liabilities 149 51
Net cash flows from operating activities /" 5656 518

Cash flows from investing activities

Acquisitions of property and equipment and intangible assets (127) (296)
Proceeds from disposals of property and equipment - 14
Net cash flows from investing activities (127) (282)

Effect of exchange rates on cash and cash equivalents 1013 (245)
Net increase in cash and cash equivalents 6 542 (9)

Cash and cash equivalents, beginning of period 15108 15117
Cash and cash equivalents, end of period 21 650 15108

n €119 in interest received is included under “Net surplus (deficit) for the period” in the net cash flows from operating activities (2019 -
€174).

The accompanying notes form an integral part of these Financial Statements.
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International Training Centre of the ILO

Statement of comparison of budget and actual amounts

for the year ended 31 December

(in thousands of Euros)

Item

10
11
12
13
14

20
21

22

1]
30

40
41
42
43
44
45
46
47
48

50
51
52
53
54
55
56
57

58
59

\l 60

STATEMENT V

Origi%zaﬁ éﬁg A2020 2020 B_udge/t2
budget™ budget ctual Variance
PART A — REVENUE
Voluntary contributions
International Labour Organization 3584 3584 4017 433
Government of Italy (ex-lege) 7 850 7 850 7 850 -
Piedmont Region (ltaly) - - 13 13
Government of Portugal 250 250 250 -
City of Turin - - 180 180
Total voluntary contributions 11 684 11 684 12 310 626
External revenue
Training activities and advisory services 26 804 26 804 19 078 (7,726)
Media production 800 800 526 (274)
Miscellaneous 1050 1050 1005 (45)
Other - - 81 81
Total external revenue 28 654 28 654 20 690 (7 964)
Other
Past surpluses to training activities 594 594 235 (359)
Total revenue 40 932 40 932 33235 (7 697)
PART B — EXPENDITURE
Fixed expenditure
Regular Budget (RB) staff 16 127 16 127 16 786 659
Consultants 523 523 276 (247)
Facilities 1999 1999 1798 (201)
Security 459 459 401 (58)
General operating costs 795 795 614 (181)
Missions and representation 280 280 34 (246)
Governance 351 351 82 (269)
Information and technology costs 1535 1535 1373 (162)
Depreciation of property and equipment 590 590 502 (88)
Total fixed expenditure 22 659 22 659 21 866 (793)
Variable expenditure
Variable Budget (VB) staff 2500 2500 2 405 (95)
Project Budget (PB) staff 667 667 998 331
External collaborators 4883 4883 4528 (355)
Missions 675 675 86 (589)
Participants’ costs 6 893 6 893 654 (6 239)
Books, training aids and materials 574 574 200 (374)
Training facilities and services outside Turin 1149 1149 15 (1134)
Other 187 187 95 (92)
pCr%sdtj crt(iatl)ited to revenue from media 200 400 157 (243)
Costs related to miscellaneous revenue 105 105 144 39
Total variable expenditure 18 033 18 033 9282 (8 751)
Contingency 300 300 - (300)
Total expenditure 40 992 40 992 31148 (9 844)
BUDGET SURPLUS (DEFICIT)"® (60) (60) 2087 2,147

The accompanying notes form an integral part of these Financial Statements.
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International Training Centre of the ILO

Statement of comparison of budget and actual amounts
for the year ended 31 December (cont'd)

(in thousands of Euros)

/1 Original budget represents 50% of approved budget for voluntary contributions, media production revenue and related
costs, other revenue and related costs, regular budget (RB) and variable budget (VB) staff expenditure, as well as the
contingency; approximately 49.5% of the approved budget for training activities and advisory services revenue, total fixed
expenditures excluding regular budget (RB) staff expenditure and depreciation, and total variable expenditure excluding
variable budget (VB) staff expenditure; and approximately 40% of the approved budget for depreciation.

/2Budget variances are explained in the accompanying financial report on the 2020 accounts.

I3 As per Financial Regulations 7(4).

The accompanying notes form an integral part of these Financial Statements.
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NOTES TO THE FINANCIAL STATEMENTS.

International Training Centre of the ILO

Notes to the Financial Statements

for the year ended 31 December
(in thousands of Euros)

Note 1 — Objectives, activities and other information

The International Training Centre of the International Labour Organization (the “Centre”) was
established by the Governing Body of the ILO and the Government of Italy in 1964. The objective of
the Centre, in keeping with the principles set forth in the Preamble of the Constitution of the
International Labour Organization (ILO) and in the Declaration of Philadelphia, is to provide training
activities at the service of economic and social development in accordance with, and through the
promotion of international labour standards. Its training activities are elaborated within the framework
of the technical co-operation of the ILO, te United Nations System and other international
organizations.

The ILO is the controlling entity of the Centre. Under the terms of the Statute of the Centre adopted
by the ILO Governing Body, the Centre’s funds and assets are accounted for separately from the
assets of the ILO (Article VI, paragraph 6). The Centre is principally financed from voluntary
contributions from the ILO’s regular budget and the Government of Italy and from revenues earned by
providing training services. With the ILO as the controlling entity of the Centre, the financial statements
of the Centre are consolidated within the ILO’s financial statements. Should the Centre be dissolved,
the Governing Body of the ILO has the authority under the Statute (Article XI) to dispose of the Centre’s
assets and remaining funds.

The Centre is governed by a Board chaired by the Director-General of the ILO. The Board has 33
members, 24 of whom are appointed by the Governing Body of the ILO. Two meetings of the Board
are convened in the year. The members of the Board do not receive any remuneration from the Centre
for their services. Every second year, at its October meeting, the Centre adopts its programme and
budget in accordance with the Centre’s Financial Regulations on the recommendation of the members
of the Board. Under Article 17 of the Centre’s Financial Regulations, the Officers of the Board, as
delegated by the Board, adopt the financial statements in May.

The accounts of the Centre, which are produced on an annual basis, are audited by the External
Auditor of the ILO.

The Centre is based in Turin, Italy. In accordance with the complementary agreement on the privileges
and immunities of the Centre with the Italian government, the Centre is exempt from most taxes and
customs duties imposed by the Italian government.

Note 2 - Accounting policies
BASIS OF PREPARATION AND PRESENTATION

The financial statements of the Centre have been prepared on the accrual basis of accounting in
accordance with International Public Sector Accounting Standards (IPSAS) and fully comply with all
the applicable standards effective as at 31 December 2020.

The Centre’s financial period for budgetary purposes is a biennium consisting of two consecutive
calendar years. The financial statements are prepared annually.

The functional and presentation currency of the Centre is the Euro (€).

The financial statements are expressed in thousands of Euro (€) unless otherwise indicated.
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NOTES TO THE FINANCIAL STATEMENTS.

SIGNIFICANT ACCOUNTING POLICIES

Foreign currency transactions

Transactions carried out during the financial period in currencies other than the Euro are converted using
the United Nations operational rate of exchange in effect on the date of each transaction. These rates
approximate the market rates.

Balances of monetary assets and liabilities maintained in currencies other than the Euro are converted to
Euro at the United Nations operational rate of exchange applicable at the reporting date, which
approximates the market rate. Exchange differences arising on the settlement of monetary items and
unrealized gains or losses from the revaluation of monetary assets and liabilities are recognized as
exchange gain (loss) and revaluation, net in the Statement of financial performance.

Balances of non-monetary assets and liabilities carried at historical cost are converted using the United
Nations operational rate of exchange at the date of the transaction.
Financial instruments

Financial assets and financial liabilities are categorized as follow:

Assets/Liabilities Classification Measurement
Cash and cash equivalent Cash and cash equivalent Fair value throu.gh
surplus and deficit

Accounts receivable Loans and receivable Amortized cost

Contributions receivable Loans and receivable Amortized cost

Accounts payable and

A, Financial liabilities Amortized cost
accrued liabilities

The fair value of cash and cash equivalent is determined using quoted prices in active markets for identical
assets (Level 1).

Recognition and initial measurement

A financial asset or a financial liability is recognized on the Statement of Financial Position when, and only
when, the Centre becomes a party to the contractual provisions of the instrument. The Centre initially
measures the financial asset or financial liability at its fair value.

De-recognition

A financial asset is de-recognized from the Statement of Financial Position when, and only when, the
contractual rights to the cash flows of the financial asset expire or are waived. A financial liability is de-
recognized when, and only when, it has been extinguished.

Impairment

At the end of the reporting period, an assessment of impairment of financial assets is carried out. Impairment
provisions are recognized in general operating expenditures on the Statement of performance if objective
evidence exists that a financial asset’s carrying value has decreased.

More specifically for accounts receivable and contributions receivable, the Centre establishes a provision
for doubtful accounts based on its review of individual balances to determine if any amounts are impaired.
When all collection efforts have been exhausted, the account is written -off.

Cash and cash equivalents

This includes cash in banks and short-term deposits maturing within three months from the date of
acquisition.
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NOTES TO THE FINANCIAL STATEMENTS.

Accounts receivable

These result mainly from training activities, and from the sale of publications. They are recognized when it
is possible that they will be received and can be reliably measured.

Contributions receivable

Contributions receivable relate to voluntary contributions to cover general operations and are recognized
when it is probable that they will be received and can be reliably measured.

Due from/to the ILO

The Centre has an inter-office current account with its controlling entity, the ILO, to record transactions due
from and to the ILO. This includes the ILO’s voluntary contribution for general operations, staff costs and
disbursements for training activities incurred by the ILO, both in the ILO’s external offices or headquarters,
on behalf of the Centre, as well as remittances made by the Centre to the ILO. The exchange net balance
due from, or due to, the ILO is reflected in the Statement of financial position.

Property and equipment

This is comprised of equipment and leasehold improvements that are measured at historical cost and
depreciated on a straight line basis over their useful lives, as follows:

Class Estimated useful life (years)

Vehicles 5
Office equipment 5
Other type of equipment 10
Furniture and fixtures 10
Leasehold improvements Lower of 15—30 and term of lease

Deferred revenue

Deferred revenue represents funds received or receivable based on signed agreements with training
participants and their sponsoring agencies in respect of future training activities and consultancy services
that are subject to specific performance conditions. They are recognized as revenue when the Centre’s
performance obligation in providing the related services is fulfilled. Agreements providing for amounts to
be received in 12 months or longer from the reporting date are recognized as non-current liabilities and are
discounted using a discount rate based on high grade corporate bonds.

Employee benefits
The Centre recognizes the following categories of employee benefits:

1. short-term employee benefits: these benefits fall due within twelve months after the end of the financial
period in which employees render the related service and include the following:

e accumulating leave: accumulating compensated absences, such as annual leave and compensatory time,
are recognized as expenditures and liabilities as they are earned by employees. In accordance with Staff
Regulations, officials earn annual leave of 30 working days per year. Officials may accumulate up to 60
working days which is payable on separation from service. The value of leave payable at the reporting date
is calculated by multiplying the actual number of days accumulated by each staff member by the staff
member's base salary plus post adjustment for eligible professional staff and base salary and language
allowance for general services staff. The non-current portion of the liability is not discounted as the impact
is not material;
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NOTES TO THE FINANCIAL STATEMENTS.

non-accumulating leave: non-accumulating compensated absences, such as sick leave and maternity
leave, are recognized as an expenditure when the absence occurs;

home leave: in accordance with Staff Regulations, non-locally recruited officials are entitled to
reimbursement for the costs of travel to their home country in the second year after their initial appointment
and thereafter every second year. A liability exists related to the value of home leave entitlements that have
been earned by officials but not taken at the reporting date. The value of home leave earned and payable
at the reporting date has been calculated on the basis of the last year’s cost of home leave adjusted for
price increases in airfare; and

other benefits: other employee benefits are expensed as part of payroll and a liability is recorded at year-
end if an amount remains unpaid. They include non-resident allowance, family allowance, post adjustment
allowance, education grant, and language allowance.

post—employment benefits:

repatriation travel and removal expenditures: officials, their spouses and dependent children are entitled to
reimbursement of costs of travel and transport of personal effects upon termination. Expenditure related to
repatriation travel and transport of personal effects is calculated by an independent actuary using the
Projected Unit Credit Method. Interest and current service costs are recognized in the Statement of
Financial Performance as a component of staff costs. Actuarial gains or losses arising from the changes in
actuarial assumptions or experience adjustments are recognized directly in net assets;

end-of-service payments and repatriation grant: in accordance with Staff Regulations, staff in the General
Services category is entitled to an end-of-service payment on separation or on promotion to the
Professional category or above. The Centre makes a defined contribution of 7.5 per cent of the General
Services salaries every month to the ILO. In accordance with Staff Regulations, non-locally recruited
officials are entitled to a grant on separation from service if they have completed at least one year of service
outside their home country. The Centre makes a defined contribution of 6.0 per cent of compensation paid
to eligible employees during the financial period to the ILO.

The Centre does not recognize any liability for end-of-service payments and repatriation grant. In March
1980, the ILO Governing Body decided that starting on 1 July 1980, the payments related to end-of-service
and repatriation grant made to the Centre’s staff would be charged to the ILO’s terminal benefits account
and that monthly contributions would be made by the Centre to the ILO. As there is no formal agreement
for charging the net defined benefit costs to the Centre, the Centre accounts for the end-of-service
payments and repatriation grants on a defined contribution basis. Apart from paying monthly contributions
to the ILO, which is expensed on an ongoing basis, a liability is recognized only if the monthly contribution
to the ILO in respect of employee services rendered remains to be paid at the reporting date;

after-service medical benefits: officials and their dependents are entitled to after-service medical benefits
when they retire at the age of 55 or more and if they have at least 10 years of service with an agency of the
United Nations System and have been a participant in the Staff Health Insurance Fund for the five years
immediately preceding separation from service. The Staff Health Insurance Fund is a multi-employer
defined benefit plan providing medical coverage to all staff, retirees and their dependents. The Centre is
one of the participating members of that Fund. Monthly contributions towards this Fund are made by the
officials, with matching contributions made by the participating organizations. In the case of the retirees
from the Centre, the ILO makes the required monthly contribution to the Staff Health Insurance Fund. On
that basis, the Centre does not have any liability with regards to the after-service medical benefits nor does
it record any expenditure; and

United Nations Joint Staff Pension Fund: through the ILO, the Centre is a member organization participating
in the United Nations Joint Staff Pension Fund (UNJSPF), which was established by the United Nations
General Assembly to provide retirement, death, disability and related benefits to employees. The Pension
Fund is a funded, multi-employer defined benefit plan. As specified in Article 3(b) of the Regulations of the
Fund, membership in the Fund shall be open to the specialized agencies and to any other international,
intergovernmental organization which participates in the common system of salaries, allowances and other
conditions of service of the United Nations and the specialized agencies.

The plan exposes participating organizations to actuarial risks associated with the current and former
employees of other organizations participating in the Fund, with the result that there is no consistent and
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NOTES TO THE FINANCIAL STATEMENTS.

reliable basis for allocating the obligation, plan assets, and costs to individual organizations participating in
the plan. The Centre and the UNJSPF, in line with the other participating organizations in the Fund, are not
in a position to identify the Centre’s proportionate share of the defined benefit obligation, the plan assets
and the costs associated with the plan with sufficient reliability for accounting purposes. Hence, the Centre
has treated this plan as if it was a defined contribution plan in line with the requirements of IPSAS 39
Employee Benefits. The Centre’s contributions to the plan during the financial period are recognized as
staff cost expenditures in the Statement of Financial Performance.

Payables and accruals

These are financial liabilities that relate to goods and services that have been received but not yet paid at
the end of the reporting date.

Revenue from exchange transactions

1.

Other revenue: other revenue comprises non-training activities such as revenue from social life
activities, the use of residential facilities by non-participants attending training and revenue from the
sale of publications. Revenue is recognized when the services are provided or the publications are
shipped.

Interest revenue: interest revenue generated from short-term deposits is recognized as it is earned,
on a time proportion basis that takes into account the effective yield.

Revenue from non-exchange transactions

1.

Voluntary contributions: these are provided to support the general operations of the Centre, for campus
improvement and for training activities. These contributions contain no stipulations in the nature of
“conditions” that require specific performance and the return of funds not used for their intended
purposes. They are recognized as an asset and revenue when it is probable that the contribution will
be received and if the amount can be measured reliably.

Goods and services—in—kind: the Centre does not recognize services-in-kind in the financial
statements. Contributions of goods-in-kind are recognized at fair value at the date of receipt.

Training activities: agreements related to training activities are subsidized by non-conditional voluntary
contributions which provide support to the Centre’s operations. These agreements are considered non-
exchange transactions since both parties to such transactions do not receive approximately equal
direct benefit. Training activities that include restrictions on their use are recognized as revenue upon
signing of a binding agreement. Agreements for which the Centre has full control and that include
conditions, including the implicit or explicit obligation to return funds if such conditions are not met,
are recognized as assets (accounts receivable) and liabilities (deferred revenue) upon signature of a
binding agreement. The liability is reduced and revenue is recognized based on the proportion of
expenditures incurred to the estimated total expenditures of the training activity.

Operating leases with other UN organizations: these comprise revenue from leases with other UN
organizations and their use of Centre facilities. These leases are operating leases in that they do not
transfer substantially all of the risks of ownership to the lessee, and they are cancellable. Lease
payments are contingent rents as they are based on costs incurred by the Centre for the area they
occupy.

Contingent assets

The Centre does not recognize a contingent asset, but discloses in the notes to the financial statements
details of a possible asset whose existence is contingent on the occurrence or non-occurrence of one or
more uncertain future events not wholly within the control of the Centre. Contingent assets are assessed
regularly to ensure that developments are appropriately reflected in the financial statements. If it has
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NOTES TO THE FINANCIAL STATEMENTS.

become virtually certain that an inflow of economic benefits or service potential will arise from voluntary
contributions and training activities and that the asset’s value can be measured reliably, the asset and the
related revenue are recognized in the financial statements in the period in which the change occurs.

Contingent liabilities

Contingent liabilities are disclosed where a possible obligation is uncertain but can be measured, or where
the Centre has a present obligation but cannot reliably measure the possible outflow of resources.

A provision is recognized for contingent liabilities when the Centre has a present legal or constructive
obligation as a result of past events, it is more likely than not that an outflow of resources will be required
to settle that obligation, and the amount can be reliably estimated. The amount of the provision is the best
estimate of the present value of expenditures required to settle the present obligation at the reporting date.

Segment information

The Centre is a single purpose entity with the purpose of providing training activities that support the
mandate of the ILO. On that basis, it is considered a single segment and no segment note disclosure has
been presented.

Significant judgements and sources of estimation uncertainty

The preparation of financial statements in accordance with IPSAS requires management to make
judgments, estimates and assumptions that affect the reported amounts. Judgments and estimates that are
significant to the Centre’s financial statements include the useful life of property and equipment as well as
the provision for doubtful accounts. Estimates are also used to calculate employee benefits. Actual results
could differ from those estimates. Changes in estimates are reflected in the period in which they become
known.

Depreciation of property and equipment is calculated based on the estimated useful life of the asset which
represents the period over which the asset is expected to be available for use by the Centre. This is
reviewed annually.

The provision for doubtful accounts is determined by assessing the probability of collection of the
receivables based on the efforts already undertaken. When the probability is less than probable, the
receivable is fully provisioned. It is written-off only when all practicable efforts have been made.

Significant estimates are used in the calculations of the provision for repatriation travel and removal
expenditures and are based on current pricing available and the maximum shipment weight permitted under
Staff Regulations. Provisions are measured at the management’s best estimate of the expenditure required
to settle the obligation at the reporting date.

Note 3 — New accounting standards

New accounting standards effective 1 January 2020

There are no new accounting standards adopted by the Centre in the current year.
New accounting standards issued but not yet effective

In 2018, 2019 and 2020, the International Public Sector Accounting Standards Board (IPSASB) published
the following new and amended standards:

e Amendment to IPSAS 36 — Long-term Interests in Associates and Joint Ventures: This amendment
clarifies that the amendment to IPSAS 41 also applies to long-term interests in associates and joint
ventures. The effective date for the application is for annual periods beginning on or after 1 January
2023, with earlier adoption permitted. This will have no impact on the Centre’s financial statements.
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NOTES TO THE FINANCIAL STATEMENTS.

e |PSAS 41 - Financial Instruments: This new standard establishes the requirements for classifying,
recognizing and measuring financial instruments to replace those in IPSAS 29, Financial
Instruments: Recognition and Measurement. The effective date for the application is for annual
periods beginning on or after 1 January 2023, with earlier adoption permitted. This will have no
significant impact on the Centre’s financial statements.

e Amendment to IPSAS 41 - Financial Instruments, Prepayment Features with Negative
Compensation: This amends the classification requirements for particular financial assets with
prepayment features that may result in reasonable negative compensation for early termination of
the contract and which may be eligible to be measured at amortized cost or fair value through net
assets. The effective date for the application is for annual periods beginning on or after 1 January
2023, with earlier adoption permitted. This will have no impact on the Centre’s financial statements.

e |PSAS 42 - Social Benefits: This new standard defines social benefits and establishes when
expenditure and liabilities for social benefits are to be recognized and how they should be
measured. The effective date for the application is for annual periods beginning on or after 1
January 2023, with earlier adoption encouraged. This will have no impact on the Centre’s financial
statements.

e Amendment to IPSAS 19 - Collective and Individual Services: This amends the requirements under
this standard to include transactions for collective and individual services. The effective date for
the application is for annual periods beginning on or after 1 January 2023, with earlier adoption
encouraged and provided that IPSAS 42 — Social Benefits is adopted at the same time. This will
have no impact on the Centre’s financial statements.

e Improvements to IPSAS, 2019: This comprises minor improvements to IPSAS in order to address
various issues raised by stakeholders. The effective date for the application is for annual periods
beginning on or after 1 January 2023, with earlier adoption encouraged. This will have no impact
on the Centre’s financial statements.

Note 4 — Cash and cash equivalents

US dollar
(€ equivalent Euro 2020 2019
Current accounts and cash on hand 9650 12 000 21650 15108
Total cash and cash equivalents 9 650 12 000 21650 15108

Of the total cash and cash equivalents held in 2019, €3 919 was in Euro and the balance was held in US
dollars, €11 189 Euro equivalent.

The cash and cash equivalent balance includes an amount of €6 072 (2019 — €3 967) which must be used
for training activities and other specific purposes.
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Note 5 — Accounts receivable

2020 2019

Current accounts receivable

Accounts receivable from invoiced training services 1599 2035
Accounts receivable from training services agreements due in 2021 7067 6 445
Other accounts receivable 16 29
Less: provision for doubtful accounts — training services (77) (162)

Total current net accounts receivable 8 605 8347

Non-current accounts receivable

Accounts receivable from training services agreements due after 31

December 2021 2742 6811
Advances to implementation agencies 230 -
Less: provision for doubtful accounts — training services - -

Total non-current net accounts receivable 2972 6811

All of the above net accounts receivable relate to non-exchange transactions.

2020 2019

Movements in provision for doubtful accounts

Balance 1 January 162 47
Amounts written off during the year as uncollectible (61) (17)
Impairment losses reversed (92) (18)
Increase in allowance for new impairments 68 150

Balance 31 December 77 162

Note 6 — Contributions receivable

2020 2019

Piedmont Region 26 13
Less: provision for doubtful accounts (13) -
Total contributions receivable 13 13

The above contributions receivable relate to a non-exchange transaction.



NOTES TO THE FINANCIAL STATEMENTS.

Note 7 - Financial instruments

Activities are exposed to the following financial risks: market risk, credit risk and liquidity risk. The Centre
focuses on these risks and seeks to minimize potential effects on financial performance. Financial risk
management is carried out in conjunction with the investment policy, Financial Regulations and Risk
Register. In 2020, there were no changes related to the objective, policies and processes for managing
these risks. There were also no changes in the risks and risk levels to those identified in 2019.

Market risk

This is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of
changes in market prices. Market risk comprises three types of risks: currency risk, interest rate risk or
other price risk.

Currency risk

This is the risk that the fair value or future cash flows of a financial instrument will fluctuate due to changes
in foreign exchange rates. The Centre has exposure to currency risk on transactions occurring in currencies
other than the Euro, which mainly relate to US dollar transactions. This risk is managed by converting Euros
into the necessary currency based on anticipated needs and upon consideration of interest rates and
exchange rate forecasts. For significant amounts, the best rates are sought.

The net US dollar foreign currency exposure as at 31 December is as follows:

2020 US 2020 2019 US 2019
Dollar € equivalent Dollar € equivalent
Cash and cash equivalents 11 840 9650 12 488 11189
Accounts receivable 354 296 590 529
Due to the ILO (3172) (2 585) 2130 1909
Accounts payables and accrued liabilities (54) (46) (512) (459)
Net exposure 8 968 7315 14 696 13 168

Based on the net exposure as at 31 December 2020, and assuming all the other variables remain constant,
a hypothetical 5 per cent change in the US dollar against the Euro would result in an increase or decrease
in net results of €365 (2019 — €658) or 5 per cent (2019 — 5 per cent).

Interest rate risk

This is the risk that the fair value of future cash flows of a financial instrument will fluctuate due to changes
in market interest rates. The Centre does not charge interest on its accounts receivable nor is it charged
interest on its liabilities and does not have borrowings. However, the Centre invests in deposits and is
therefore subject to interest rate fluctuation. It manages its interest rate risk by investing in one-year term
deposits with fixed interest rates for the period. The interest rate risk is not significant.

Other price risk

This is the risk that relates to fluctuations in fair value or future cash flows of financial instruments caused
by changes in market price other than changes arising from interest rate risk or currency risks.

There are no outstanding equity investments at the reporting date that would expose the Centre to this risk.

Liquidity risk

Liquidity risk, also referred to as funding risk, is the risk that the Centre will encounter difficulties in meeting
its financial obligations. The Centre manages liquidity risk to ensure that it will have sufficient liquidity to
meet its liabilities by continuously monitoring actual and estimated cash flows.
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Accounts payable are mostly due within 14 days (2019 — 6 days).

In accordance with its Financial Regulations, a Working Capital Fund is maintained which can be used to
temporarily finance expenditure pending the receipt of voluntary contributions and other revenue and in
exceptional circumstances, to provi