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Investing in rural people

Management Assertion Report on the Effectiveness
of Internal Controls Over Financial Reporting

Management of the International Fund for Agricultural Development (IFAD) (the Fund) is
responsible for the preparation, fair presentation and overall integrity of its Consolidated
Financial Statements. The Financial Statements of the Fund have been prepared in
accordance with International Financial Reporting Standards (IFRS) issued by the
International Accounting Standards Board (IASB).

According to the Agreement Establishing IFAD, the President is responsible for
establishing and maintaining adequate internal controls of the Fund including those over
external financial reporting.

The Executive Board of the Fund established an Audit Committee, whose terms of
reference, among other things, is to assist the Board in exercising supervision over the
financial administration and internal oversight of the Fund, including effectiveness of
internal controls over financial reporting. The Audit Committee is comprised entirely of
selected members of the Executive Board and oversees the process for the selection of
external auditors and makes a recommendation for such selection to the Executive Board
for its approval. The external and internal auditors meet with the Audit Committee of the
Executive Board to discuss their work plans and approach which covers review of the
adequacy of internal controls over financial reporting and any other matter that may
require the Audit Committee’s attention.

The system of internal controls over financial reporting contains monitoring mechanisms
and actions that are meant to detect, prevent and facilitate correction of deficiencies
identified that may result in material weaknesses in internal controls over financial
reporting. There are inherent limitations to the effectiveness of any system of internal
control, including the possibility of human error and the circumvention or overriding of
controls. Accordingly, an effective internal control system can only provide reasonable,
as opposed to absolute assurance with respect to Financial Statements. Furthermore, the
effectiveness of an internal control system can change with circumstances.

The Fund’s Management assessed the effectiveness of internal controls over financial
reporting for the financial statements presented in conformity with IFRS as of 31t
December 2015. The assessment was based on the criteria for effective internal
controls over financial reporting described in the Internal Controls-Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission
(COSO0). A report was provided to Management providing reasonable assurance as to the
operational effectiveness of these controls. Based on the work performed, Management
believes that the Fund maintained an effective system of internal controls over financial
reporting as of 31st December 2015, and is not aware of any material control weakness
that could affect the reliability of the 2015 financial statements. IFAD's independent
audit firm Deloitte, has audited the financial statements and has issued an attestation
report on Management's assertion on the Eund’s/lnternal controls over financial

reporting.
ze Sbahin Lauritzen p. Farrant

Associate Vice President, Directotr and Controller
CFO and Chief Controller
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Deloitte

Deloitte & Touche S.p.A.
Via della Camilluccia, 589/A
00135 Roma

Italia

Tel: +39 06 367491
Fax: +39 06 36749282
www.deloitte.it

INDEPENDENT AUDITOR’S REPORT
To the International Fund for Agricultural Development

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of the International Fund for
Agricultural Development, which comprise the consolidated and IFAD-only balance sheets as at 31
December 2015, the consolidated and IFAD-only statements of comprehensive income and changes in
retained earnings and the consolidated cash-flow statement for the year then ended, the statement of
complementary and supplementary contributions and unspent funds, the summary of the Adaption for
Smallholder Agriculture Programme Trust Fund and a summary of significant accounting policies and
other explanatory information.

President’s Responsibility for the Financial Statements

The President is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards as issued by the
International Accounting Standards Board (IASB), and for such internal control as the President
determines is necessary to enable the preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audit. We conducted our audit in accordance with International Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

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

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

Ancona Bari Bergamo Bologna Brescia Cagliari Firenze Genova Milano Napoli Padova
Palermo Parma Roma Torino Treviso Verona

Sede Legale: Via Tortona, 25 - 20144 Milano - Capitale Sociale: Euro 10.328.220,00 1.v.

Codice Fiscale/Registro delle Imprese Milano n. 03049560166 - R.E.A. Milano n. 1720239
Partita IVA: IT 03049560166
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of the International Fund for Agricultural Development as at December 31, 2015,
and its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards as issued by the International Accounting Standards
Board.

DELQITTE & TOUCHE S.p.A.

N

Enrico Pietrarelli
Partner

Rome, February 29, 2016
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Deloitte & Touche S.p.A.
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www.deloitte.it

INDEPENDENT AUDITOR’S REPORT
To the International Fund for Agricultural Development

We have examined management’s assessment that the International Fund for Agricultural Development
(“IFAD”) maintained effective internal controls over financial reporting as of December 31, 2015, as
contained in IFAD’s Management Assertion Report on the effectiveness of internal controls over
financial reporting, based on the criteria for effective internal controls over financial reporting described
in the “Internal Control — Integrated Framework™ issued by the Committee of Sponsoring Organisations
of the Treadway Commission (2013 framework). IFAD's management is responsible for maintaining
effective internal control over financial reporting and for its assessment of the effectiveness of internal
control over financial reporting, included in the accompanying Consolidated financial statements of
IFAD as at 31 December 2015. Our responsibility is to express an opinion on management’s assertion
over the effectiveness of IFAD’s internal control over financial reporting, based on our examination.

We conducted our examination in accordance with the International Standard on Assurance
Engagements (ISAE) 3000. Our examination included obtaining an understanding of internal control
over financial reporting, evaluating management’s assessment and performing such other procedures as
we considered necessary in the circumstances. We believe that our work provides a reasonable basis for
our opinion.

An entity's internal control over financial reporting is a process designed by, or under the supervision
of, the entity's principal executive and principal financial officers, or persons performing similar
functions, and effected by the entity's board, management, and other personnel to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles. An entity's internal
control over financial reporting includes those policies and procedures that (1) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the entity; (2) provide reasonable assurance that transactions are recorded
as necessary to permit preparation of financial statements in accordance with generally accepted
accounting principles, and that receipts and expenditures of the entity are being made only in accordance
with authorizations of the entity’s management; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the entity's assets that
could have a material effect on the financial statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility
of collusion or improper management override of controls, material misstatements due to error or fraud
may not be prevented or detected on a timely basis. Also, projections of any evaluation of the
effectiveness of the internal control over financial reporting to future periods are subject to the risk that
the controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.

Ancona Bari Bergamo Bologna Brescia Cagliari Firenze Genova Milano Napoli Padova
Palermo Parma Roma Torino Treviso Verona

Sede Legale: Via Tortona, 25 - 20144 Milano - Capitale Sociale: Euro 10.328.220,00 i.v.

Codice Fiscale/Registro delle Imprese Milano n. 03049560166 - R.E.A. Milano n, 1720239
Partita IVA: IT 03049560166
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In our opinion, management’s assertion that IFAD maintained effective internal control over financial
reporting, included within the Consolidated financial statements of IFAD as at 31 December 2015, is
fairly stated, in all material respects, based on the criteria for effective internal controls over financial
reporting described in the “Internal Control — Integrated Framework™ issued by the Committee of
Sponsoring Organisations of the Treadway Commission (2013 framework).

DELOITTE & TOUCHE S.p.A.
A

N,

A%

Enrico Pietrarelli
Partner

Rome, February 29, 2016
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