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JLIFAD

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 2018. 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 2018,
and is not aware of any material control weakness that could affect the reliability of the
2018 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.

[ \ ‘ £
‘g—. \&ow 20— 7
Gilbert F. HoungBo Alvaro Lario ~ dvit Nath
President Associate Vice President, Controller and Director

CFO and Chief Controller
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INDEFENDENT AUDITOR'S REPORT
To the Intermational Fund for Agricultural Davelspimant

Dpinian

We have audied the consclidated Tnancsl statements of International Fund for Agriculbursl Davalopimsent
(the “Company*}, which comprise the consalldated and IFAD-only balanoe sheets as at 31 December 2018,
the consoldated and IFAD-only statements of comprehensive incoe and changes in retained eamings and
the corsohdated cash-flow stotement for the year then ended, the statemnment of complementary and
suippemnentary contributions and unspent funds, thae summary of the Adaption fer Smallhedder Agriculbure
Programme Trest Fund and 8 summary of dgnificant accounting policies and otfser explanatory nobes.

In our apinicn, the accompanying consolidated financal statements present Fairly, in all material respects,
the consolldated NMranclal posickan of the Cﬂl"l'lp-ln'r as at Decemiber 31, 2018, and of Its cansolidabed
financal performanss ad s oonsolideted cash fows for the year then ended in accordance wikh
Intemational Fimancial Reportirg Standards (TFRSs).

Basis for Dpinkoen

‘We oo ducted cur sudR In scoocrdance with Intematonsd Standards an Auditing [ I5As]. Dur responsiniities
WndET Chose standands are further describesd im the Awditars Respansitites for the Aucl of the
Conzalidared Fingacial Statements section of our report. 'We ane independent of the Comgaany In accordance
with the independence and cther sthical requirements of the Code of Ethics for Professional Accauntants
Issued by the Intarnational Ethics Standards Board for Accountants, and we have fulfilled our ather ethical
responsbities in dooordance wikh thess requirements. 'We belleve that the acudit & videnoe we have
ootained is sulfickent and appropriate o provide & bagis for owr opinlon.

Informaton Other than the “Censclidated Financial Statements of IFAD as at 31 Decarmbser
2016" and Auditor's Report Thenson

Management is responsible for the other iInformation, The other information comprises the information
included in the “High-level review of TFAD%S Financial Statemsenis for 2018° But does not include the
consolldated fnancisl statements and our auditors report tharson.

Caur cpinion on the consaldated financal stabtements doas not cover the other information and we do nok
express any form Of assurante conclusion thereon.

In connection with our awdit af the copscldated finandal statements, cur responsibBty is (o read the other
infarmation and, in delng 50, conskder whellver the cther information is materialy imconsistert with the
tonsobdated financial stafermenis or owr knowledoe obtained in the audit or othsrwise appears bo be
maberally misstated. 1f, based on the work we have performed, we conclude that thers |5 a material
frissiaternent of this ather infarmation, wa are required Le repart that fact. We nawe nothing ©o report in
this regard,
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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 fnancal
statements In accordance with IFRSs, and for such intemal contral s the President determincs s necessary
1o enable the preparation of consolidated financal statements that are free from moterial misstatement,
whether due to fraud or error.

In preparing the consolidated financal statements, the President is responsibie for assessing the Company's
ability to conbnue as a going concem, disclosing, as spplicable, matters related to going concern and using
the going concern basls of accourting unless management aither intends to liquidate the Company or to
Caase operations, or has no realistic altemnative but to do so.

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

Auditor's Responsibliities for the Audit of the Consolldated Financial Statements

Qur objectives are 10 oblain reasonable sssurance sbout whether the consolidated financial statements as a
whale are free from material misstatement, whether due to fraud or error, and to 55U an aUdItor's report
that includes aur cpinien. Reasonable assurance is & high level of assurance, but is not a guarantes that an
audit conducted in accordance with 15As will always detect 4 materisl misstatement when It exists,
Misstatements can arise from fraud or ermoe and are considered material If, indvidually or In the aggregate,
thay could reasonably be expected to Influence tha economic decisions of users taken on the basis of these
corgolidated financial statements,

AS part of an audit In accordance with [SAs, we exercise professional judgment and madntain professionat
skepticsm throughout the audit. We also:

o [dertify and 355855 the risks of material misstatement of the consclidated financial statements, whether
due to fraud or emor, design and perform audit procedures responsive to those risks, and obtach sudie
evidence that & suffident and appropriate to provide a basis for our opinion. The risk of noL detecting a
material mistatement resulting from frawd Is higher than for one resuting from error, as fraud may
nvolve collusion, forgery, Intentional omissions, misrepresentations, or the override of internal control,

« Obtain an understanding of internal control refevant to the audit In order to cesign awdit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s Intemal control.

* Evaluate the approprateness of accounting polickes used and the reasonableness of accounting
estimates and refated disclosures made by the President.

¢ Condude on the approperiatensss of the President’s use of the going concarn Dasis of accounting and,
basad on the audt gvidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue a5 @ going concern. If we
conclude that a material uncertainty exists, we are required to draw aktention In our auditor's report to
the retated disdosures In the consclidated financial statements or, If such disdosures are inadequate, to
modify our opinion. Our conclusions are based on the audR evidence obtained up to the cate of our
auditor's report. However, future events or conditions may cause the Company to coase to conbinuo 3s a
going concern.

* Evaluate the overall presentation, structure and content of the corsolidated financial statements,
nouding the disclosures, and whether the consalidated financlal statements represent the underlying
transactions and events in & manner that achieves fair presentation.

o Obtain sufficlent appropriate audit evidence regarding the financial information of the consolidated
entites or business activities to express an opinion on the consolidated Nnancial statements, We are
responsible for the direction, supervision and performance of the group audit, We remadn solely
responsible for cur audit opinion,
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We commurecate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audk Nindings, Including any significant deficikendes In internal controf
that we identify during our audit.

We also provide those charged with governance with a statement that we have compised with relevant

ethical requirements regarding Independence, and to communicate with them all relaticnships and other
matters that may reasonably be thought to bear on our Independence, and where applicable, related

safeguards.

DELOITTE & TOUCHE S.p.A.

i 0.

Vittorio Flore
Partner

Reme, March 13, 2019
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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 Developmaent ("JFAD") maintained effective internal controls
over finandal reporting as of December 31, 2018, as contained in IFAD'S Management Assertion Report on
the effectiveness of internal controts aver Mnancial reporting.

Management's Responsibility

Management of IFAD s responsibie for the preparation of Its assessment on the effectivensss on Internal
comtrols over financial reporting In accordance with the criteria for effective intermal controls over inancial
reporting described In the “Internal Control - Integrated Framework”™ Issued by the Committee of
Sponsaring Organssations of the Treadway Commisson (2013 framework). IFAD's management is
responsibie for maintaining effective internal control over financlal reporting and for its assessment of the
effectiveness of internal control gver financial reporting, included In the accompanying Consclidated
finandial statements of IFAD as of December 31, 2018,

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 (s
founded on fundamaental princples of integrity, cbjectivity, professional competence, and due care,
confidentiality and professional Dahavior,

Qur Airm applies International Standard on Qualty Control 1 (1SQC Italia 1) and, accordingly, maintains a
comarehensive system of qualty control including documented policies and procedures regarding
compliance with athical requirements, professionsl standards and applicable legal and regulatory
requirements

Auditor's Responsibility

Our responsibity IS Lo express an opinion on ManNIgement’s assessment on the effeciveness on internal
controls over financial reporting based on the procecures we have performed, We conducted our reasonable
assurance engagement in accordance with Intermational Standards on Assurance Engagements’ Assurance
Engagements other than Awdits or Reviews of Historical Information (*ISAE 3000 revised”) issued by
International Auditing and Assurance Standards Board for reascnable assurance ergagements, This
Sandard requires that we plan and perform procedures in order to abtain & reasonable assurance as to
whether management’s assessment on the effectivenass on nternal controls over financial reporting is froe
of matenal misstatement.

A reasonable assurance engagement involves performing procedures to obtain evidence about
management's assessment on the effectiveness on Internal controls over finandal reporting, The
proceduwres selectad depend on the auditor's judgerment, including the assessment of the risks of material
misstatement in management’s assessment on the effectiveness on intemal controls over financal
reporting, whether due to fraud or error,

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

Characteristics and Limitations of Internal Contrals over Flnanclal Reporting

An antity's internal contrsl ower finandal reporting |5 8 process designed by, or under the supervision of,
the entity’s principal executive and principal financial offices, ar persars performing similar functians, and
effected by Lhe entity’s board, managemsnt, and other parsonnel to provide ressanable assurance
regarding the rellability of financial reporting and the preparation of Nnancial statements for extemnal
purposes in accordanoe with genenally aocepted scoounting princples, S0 entity's Intamal control over
financial reporting Includes those policies and procedures that (1) pertain (o the malnenance of reconds
thal, in reasonsbile detall, acourately and fairy reflect the transactiors and dispositians af the assets of the
antity; (2) provide reasonable assurance that irmasactions are recorded em necessary to permilt prepasation
of the finandsl statements in accordance with genarally accepted accouning prindpes and that tha
receipds and axpenditures of the entity are being made only in accordance with authonzations of the
entiny's management; and (3) provide reasonable assurance regarding prevention or timely defection of
unauthorized aogissition, use, or disposition of the entity's assets that could have a materal effec on the
finarcial statements.

Becpuse af the inherent imitations of intemal control over inancial reparting, Including the possibilety of
collusian ar improper mansgement cearride of controls, material misstatements dise te error or fraud may
not be pravented or detected on a tmely basks. Alsa, prajections of any evaluation of the elfectivencss of
the internal contrel gver finandal reporting to future pericds are subject to the risk that the comtrals may
become inadequate because of changes in conditions, ar that the degree of complionce with the palicies or
procedures may detericrate,

Dpinian

In our spinion, managemant's assertion that IFAD maintained sffective internal comtrals over Binancial
reparting, mduded within the Consolidated finandal statements of IFAD as of Decamber 31, 2008, s fairly
stated, in all materisl respects, based on the criterla for effective intemal controds over financal reparting

descrited |/ the “Irternal Controd = [ntegrated Framework® issued by the Committee of Sponsoring
Grganisations of the Tresdway Commission {2013 framewark).

DELDITTE & TOUCHE 5.p.a,

it 33.-.%

Vittorio Fiore
Partrsar

Rorme, March 13, 2019
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