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Investing in rural people

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

Management of the International Fund for Agrioultural Develapmeent | berelnafter IFAD ar the Furnd )
% responsibéz For the preparation, fair presentation and owera® integrity af = Consalidated
Financial Statements. The Financial Statements af the Fund hase been prepared in saocordance with
Internaticnal Financial Reporting Standards ([FRS) Issued by the International Accounting
Siandards Board {IASH)-

According to the Financial Regulaticns aof IFAD, the President |5 responsible for establishieg and
maintsining apprapriate inbernal Fnancial contral and audit systems of the Fund which wowld includs
those aver external financal reporting.

Thiz Expcutive Board af the Fund established an Audit Caommittes, whose termis of reference,
among ather things, 5 ta assist the Executive Boarnd in exercising superyisan aover the financal
administration and Intermal aversight of the Furd. Fimanclal administration would incdude
affectiveness of internal controls ower financial reparting. The Audit Commilttes s comprised antinery
af seeched members of the Executive Boarnd and oversoeess the prooess hor the selecion of the
extermal auditor and makes & recommendation for swch selection to the Executiwe Board far [bs
approwval. The Awdit Commitbes meets with the extemal and intermal aoditors to discuss,
respectively, the scops and design of the aud's, and anrieal ywoekgegn, and any othier matter wethin
thie Audis Cammittes's termis of reference that may reguine the &0d S Camimitbes s attentian.

The system of internal contrals ower fimamcial reporting contains monltoring mechanisms and
actons that are meant to detect, prevent and facilitate cormectian of deficences identified that
may result im material weaknesses 0 infeErmal controds over Financ a2l reparting. There are inhberent
mutatians to the effeciveness af any System of intemal cantral, incuding the possibty of human
arror and the croumyention or overrding of combrals. Accord inghy, @an efFfoctive internal cantral
system can only provide reasonable, a5 opposed to absalute assurance with respect to financal
staiemenis. Furthermore, the cffectiiseness of an intermal conirol system can change with
drocumstanoes.

Tha Fund’s Management assessed the effectveness of Imternal cortrals over financial reparting far
thie Financial statemaenis presented (0 accordance with IFRE as of 310ecembaer 2021, The assessmant
wias based on the criteria for effective internal controds over financal reparting described in the
Intermal Contral -Integrated Framewors issued by the Committee of Sponsoring Crganizations of the

Commission (D050 ). A repart was provided to Managemient by the Office of Audt and
Owersight providing reasonable assurance as to the operational effectweness af these controls.
ganod on the work performed, Management befeves that the Fund maintaned an effective system
af imtermal controds ower financa’ reparting as of 31 December 2021, and s not awarnez af ary matorial
controd weakress that could affect the relizboility of the 2021 financial statemenis. TFADs
ndependernt external suditor, Deloitte & JRyphE, S.pofA,. has asvdited the financial statementis
and has issusd an attestation report an Management’s assertion on the Fund's intemnal cantmals ower
firancal reporting.

—_— )
é .H-'I-.—:n--..n..-a..-

-

Pt ] .
[ [.A '. :Lif.{ji"li:

i i
Gillsert F. Hospabs flvaro Laria .
President Associabe Viecs Presideant, Bl AR
CFO and Chief Controller Director and Contraller
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INDEPENDENT AUDITOR’S REPORT

To the International Fund for Agricultural Development

Opinion

We have audited the consolidated financial statements of International Fund for Agricultural
Development (the “Company”), which comprise the consolidated and IFAD-only balance sheets as at 31
December 2021, the consolidated and IFAD-only statements of comprehensive income, the consolidated
and IFAD-only statements of changes in retained earnings and the consolidated and IFAD-only cash flow
statements for the year then ended, the statements of complementary and supplementary
contributions, the statement of cumulative complementary contributions from 1978 to 2021, the
statement of contributions from member states and donors to the HIPC Initiative, the contributions
received in 2021, the unspent funds, the summary of the rural resilience programme and a summary of
significant accounting policies and other notes to the consolidated financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Company as at December 31, 2021, and of its
consolidated financial performance and its consolidated cash flows for the year then ended in
accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of the Consolidated Financial Statements section of our report. We are independent of the Company in
accordance with the independence and other ethical requirements of the Code of Ethics for Professional
Accountants issued by the International Ethics Standards Board for Accountants, 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.

Information Other than the “Consolidated Financial Statements of IFAD as at 31 December 2021" and
Auditor’s Report Thereon

Management is responsible for the other information. The other information comprises the information
included in the “High-level review of IFAD’s Financial Statements for 2021” but does not include the
consolidated financial statements and our auditor’s report thereon.

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

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent
with the consolidated 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 the President and those charged with governance for the Consolidated Financial
Statements

The President is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRSs, 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.

In preparing the consolidated financial statements, the President is responsible for assessing the
Company’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 Company or to cease operations, or has no realistic alternative but to do so.

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

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 consolidated 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 |dentify and assess the risks of material misstatement of the consolidated 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 Company's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the President.
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¢ Conclude on the appropriateness of the President’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 Company’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 consolidated 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 or conditions may cause the
Company to cease to continue as a going concern.

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

® Obtain sufficient appropriate audit evidence regarding the financial information of the consolidated
entities or business activities to express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.

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.

We also provide those charged with governance 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.

DELOITTE & TOUCHE S.p.A.

aw
Gignfra Rapolla
Partner

Rome, March 4, 2022
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INDEPENDENT AUDITOR’S REPORT ON MANAGEMENT’S ASSESSMENT ON INTERNAL CONTROLS OVER
FINANCIAL REPORTING

To the International Fund for Agricultural Development

We have undertaken a reasonable assurance engagement of the accompanying management’s
assessment that the International Fund for Agricultural Development (“IFAD”) maintained effective
internal controls over financial reporting as of December 31, 2021, as contained in IFAD's Management
Assertion Report on the effectiveness of internal controls over financial reporting.

Management’s Responsibility

Management of IFAD is responsible for the preparation of its assessment on the effectiveness on internai
controls over financial reporting in accordance with 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 implementing and 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 of December 31, 2021,

Independence and Quality Control

We have complied with the independence and other ethical requirements of the Code of Ethics for
Professional Accountants issued by the International Ethics Standards Board for Accountants, which is
founded on fundamental principles of integrity, objectivity, professional competence, and due care,
confidentiality and professional behavior.

Our firm applies International Standard on Quality Control 1 (ISQC Italia 1) and, accordingly, maintains a
comprehensive system of quality control including documented policies and procedures regarding
compliance with ethical requirements, professional standards and applicable legal and regulatory
requirements.

Auditor’s Responsibility

Our responsibility is to express an opinion on management's assessment on the effectiveness on internal
controls over financial reporting based on the procedures we have performed. We conducted our
reasonable assurance engagement in accordance with International Standards on Assurance
Engagements - Assurance Engagements other than Audits or Reviews of Historical Information (“ISAE
3000 revised”) issued by International Auditing and Assurance Standards Board for reasonable assurance
engagements. This standard requires that we plan and perform procedures in order to obtain a
reasonable assurance as to whether management’s assessment on the effectiveness on internal controls
over financial reporting is free of material misstatement.
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A reasonable assurance engagement involves performing procedures to obtain evidence about
management’s assessment on the effectiveness on internal controls over financial reporting. The
procedures selected depend on the auditor’s judgement, including the assessment of the risks of
material misstatement in management’s assessment on the effectiveness on internal controls over
financial reporting, whether due to fraud or error.

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

Characteristics and Limitations of Internal Controls over Financial Reporting

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 the financial statements in accordance with generally accepted accounting principles and
that the 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.

Opinion

In our opinion, management’s assessment that IFAD as at December 31, 2021 maintained effective
internal controls over financial reporting, included within the Consolidated financial statements of IFAD
as of December 31, 2021, 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.

aw
Gianfragcesco Rapolla
Pdrtner

Rome, March 4, 2022
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