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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 (hereinafter IFAD or
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 Financial Regulations of IFAD, the President is responsible for
establishing and maintaining appropriate internal financial control and audit systems of
the Fund which would include 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 Executive Board in exercising supervision
over the financial administration and internal oversight of the Fund. Financial
administration would include 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 the external auditor and makes a
recommendation for such selection to the Executive Board for its approval. The Audit
Committee meets with the external and internal auditors to discuss, respectively, the
scope and design of the audit, and annual workplan, and any other matter within the
Audit Committee’s terms of reference 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 accordance with IFRS as of 31
December 2017. The assessment was based on the criteria for effective internal
controls over financial reporting described in the Internal Control -Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission
(COS0). A report was provided to Management by the Office of Audit and Oversight
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 31 December 2017,
and is not aware of any material control weakness that could affect the reliability of the
2017 financial statements. IFAD’s independent external auditor, Deloitte & Touche,
S.p.A, has audited the financial statements and has issued an attestation report on
Management’s assertion on the Fund’s internal controls over financial reporting.

i dw Alvaro Lario Acm’

Presiden Associate Vice President, Director and Controller
CFO and Chief Controller
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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 2017,
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 Smaliholder Agriculture
Programme Trust Fund and a summary of significant accounting policies and other explanatory information.

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, 2017, 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 responsibliities
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
2017” 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 2017" but does not include the
conselidated financial statements and our auditor’s report thereon.

Our opinion on the conselidated 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 consolidated financial statements, our responsibllity 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 2 material
misstatement of this other information, we are required to report that fact. We have nothing to report in
this regard.

Arcors Ban Bevpas Soiogna Bresss Caghan Foonae Gamowg Mo Napoh Padows Parma Roma 10000 Treviso Verona

Sede Legate: W Torsoni, 25 - 20064 M) | Coplase Sooksle: foro 19508 220,00 bv

Codoe FacaMagrann dele impress Mland n 03060560166 - REA, Mo & 1 720090 | Partis Wk IT 0047440164

T ntrme Ookiitie ¥ réernce & 4 0 pA) Gelle seguanti enstd MMVMMwmwAwmumm\hmhd-nlmw-
o eveid 4 rue conwiate. OTTL @ Catcuns dole wue sember frm o e 0 OTTL joerarmingts andhe Delolne Gobal) oo formiste seras &
therny Lmav-hﬁmmmﬂmmmnﬂumvﬂnvmmuﬁu--o-lmm

Wi G (WA

©Orotie & Toude 554

45



GC42/L.4

Deloitte.

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 obtaln reasonable assurance about whether the consolidated financial statements as a
whote 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 exerdise professional judgment and maintain professional
skepticism throughout the audit, We also:

« Identify 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.

+  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.

«  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the President.

»  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 abllity 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.

*  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,
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«  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 deficlencles 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.

e, 3.

Vittorio Fiore
Partner

Rome, March 2, 2018
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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 Agricuitural Development ("IFAD") maintained effective internal controls
over financial reporting as of December 31, 2017, as contained In IFAD’s Management Assertion Report on
the effectiveness of internal controls over financial reporting.

Management’s Responsibility

Management of IFAD is responsibie for the preparation of its assessment on the effectiveness on internal
controls over financial reporting in accordance with the criteria for effective internal controts over financial
réporting 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 of December 31, 2017,

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 reliabllity 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 finandial 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 bave 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 assertion that IFAD maintained effective internal controls over financial
reporting, included within the Consolidated financial statements of IFAD as of December 31, 2017, 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.

. 3

Vittorio Fiore
Partner

Rome, March 2, 2018
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