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To the Management of “Agricultural Commercialization Project”, Grant No. H964-TJ:

Dear Sirs and Madams,

In planning and performing our audit of the special purpose project financial stalements of “Agricultural
Commercialization Project” Grant No. H964-TJ (the “Project”), for the year ended December 31, 2016, we
considered the internal control structure in order to determine our audit procedures for the purpose of expressing
an opinion on the special purpose project financial statements, but not however to provide assurance on the
internal control structure.

In connection therewith, we submit this report containing our comments, observations, and recommendations
concerning the internal control structure and certain accounting, administrative and operating matters, which
resulted from our audit of the Project’s special purpose project financial statements for the year ended December
31, 2016. Definition of the expression “internal control structure” used in this letter is set in Appendix A.

This letter is intended solely for the information of, and use by, the Management and others within the Project
and is not intended to be, and should not be, used by anyone other than these specified parties. No responsibility
to any third party is accepted as the report has not been prepared, and is not intended, for any other purpose. It
should not be made available 10 any other parties without our prior written consent.

We would like to thank the management and personnel of the Project for their assistance and co-operation
during the audit. We acknowledge that the Project Implementation Group has applied efforts to develop and
strengthen its planning processes and internal control system.

We will be pleased to discuss these comments with you and, if desired, to assist you in implementing any of
the suggestions,

Sincerely yours,

T \tian ‘-Q'\QMH (&
Baker Tilly Klitou and Partners SRL

Bucharest, Romania

April 21,2017
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“AGRICULTURAL COMMERCIALIZATION PROJECT"
GRANT NO. H964-TJ

INTRODUCTION

This letter highlights our observations and recommendations we believe warrant the “Agricultural
Commercialization Project” Grant No. H964-TJ (the “Project™), management’'s attention and would
facilitate improved effectiveness and efficiency of the Project’s operations. Certain comments made relate
to situations, which warrant immediate attention, while others relate to enhancements of policies and
practices and should be addressed according to their perceived significance. The management should
prioritize the observations and implementation of the recommendations accordingly.

Although the Project has improved some of their internal control procedures, we still believe that there
are certain areas where additional follow-ups are necessary. Included in this letter are a summary of our
recommendations.

General presentation — classification of comments and recommendations

High Priority: These risks are significant for the Project, so they require immediate
attention from the management to determine any effects to date, an agreed
program for a prompt resolution and ensure that they will not recur in the
future.

Medium Priority These risks do not necessarily require immediate attention, but must be
managed in a timely manner. In addition, they relate to activities that
(currently) are not material but may be material when these activities are
developed.

Low Priority When there is a deficiency, but there is a compensatory control, while not
perfect, provides a degree of assurance that, the Project will not have a
material loss.
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APPENDIX A

Responsibility of the management, purposes and limitations inherent in the internal
control structure

The following comments regarding responsibility of the management for the internal control
structure, purposes and limitations inherent in the internal control structure are based on the
Internal Standards on Auditing accepted by the International Association of Accountants.

Responsibility of the management

The management is responsible for development and ensuring operation of the internal
control. Meeting this objective requires the management to make forecasts and estimates to
determine the expected gain and costs relating to fulfillment of the policies and procedures of
internal control.

Purposes

The purposes of internal control over special purpose project financial statements consist in
provision of the management with sufficient but not absclute certainty in security of assets
and protection from losses as a result of unauthorized use or distribution of assets and
guarantee of conduct of operations on the basis of orders of the management and their proper
accounting, which will ensure preparation of special purpose project financial statements
under International Public Sector Accounting Standard “Financial Reporting Under the Cash
Basis of Accounting™ (the “IPSAS”) issued by the International Public Accounting Standards
Board of the International Federation of Accountants and the World Bank’s Financial
Management Sector Board's “Guidelines: Annual Financial Reporting and Auditing for
World Bank Financed Activities” (the “WB Guidelines”).

Limitations

Due to limitations inherent in any internal control structure, there is a possibility of mistakes
and inaccuracies, which can remain undetected. Besides, forecasts with regard to any
assessment or structure applicable to future periods can lose their significance due to changed
conditions or decreased efficiency of the structure and functionality of the policies and
procedures.



