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Date: March 1, 2012

Management’s Report regarding the effectiveness
of Internal Controls over external Financial Reporting

The 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 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. Internal controls over financial reporting are subject to on-going scrutiny and
testing by management and the Office of Audit and Oversight and are subject to revisions
where considered necessary, Management believes that such controls support the integrity
and reliability of financial statements.

There are inherent limitations to the effectiveness of any system of internal controls,
including the possibility of human error and the circumvention or overriding of controls.
Accordingly, an effective internal control system can provide only reasonable, as opposed to
absolute, assurance with respect to financial statements. Furthermore, the effectiveness of
an internal control system can change with circumstances.

The Executive Board of the Fund has established an Audit Committee whose terms of
reference is to assist the Board, among other things, in exercising supervision over the
financial administration and internal oversight of the Fund including effectiveness of internal
controls over financial reporting. The Audit Committee, which is comprised entirely of
selected members of the Executive Board, 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 Auditors and the Internal auditors meet with 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
Audit Committee’s attention.

The Fund's Management assessed the effectiveness of internal controls over financial
reporting based on the framework provided by the Committee of Sponsoring Organizations
of the Treadway Commission (COS0). On the basis of the work performed, which included
an independent review and testing of controls by an external consultant whose report
provided Management with added assurance, Management asserts that the Fund maintained
an effective system of internal controls over financial reporting as of 31st December 2011,
and is not aware of any material control weakness that could affect the reliability of the

2011 financial statements.
i {UﬁM_M o s

Kanayg F. ze ain M. Kellet nt

President Chief Financial Officer and Director and Controller
Head, FOD

International Fund for Agricultural Development  Via Paolo di Dono, 44 00142 RBome, ltaly
Tel.: +38 06 54591 Fax: +39 08 5043463 E-mail: fad@ifad.org Web site: www.ifad org
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INDEPENDENT AUDITOR’S REPORT

To the International Fund for Agricultural Development

We have audited the accompanying consolidated financial statements of the International Fund for
Agricultural Development which comprise the consolidated and IFAD-only balance sheet as at 31
December 2011, and 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 statement of
IFAD-only resources available for commitment and a summary of significant accounting policies and
other explanatory information.

Management’s responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards, and for such internal
control as management 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 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 consolidated 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.

PricewaterhouseCoopers SpA

Sede legale e amministrativa: Milano 20149 Via Monte Rosa 91 Tel. 0277851 Fax 027785240 Cap. Soc. 3.754.400,00 Ewro iv., C.F. e PIVA ¢
Reg. Imp. Milano 12079880155 Iscritta al n. 43 dell’Albo Consob - Altvi Uffici: Bari 70124 Via Don Luigi Guanella 17 Tel. 0805640211 —
Bologna Zola Predosa 40069 Via Tovere 18 Tel. 0516186211 = Breseia 25123 Via Borgo Pietro Wulirer 23 Tel. 0303697501 — Catania 95129

Corso ltalia 302 - Firenze smz1 Viale Gramsed 15 Tel, 0552482811 - Genova 16121 Piazen Dante 7 Tel. o1029041 ~ Napoli 8oi21 Piazea
dei Martivi 58 Tel. 08136181 — Padova 35138 Via Vicenza 4 Tel. 049873481 — Palermo 90141 Via Marchese Ugo 60 Tel. 001349737 — Parma
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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 31 December 2011, and

its financial performance and cash flows for the year then ended in accordance with International
Financial Reporting Standards.

Rome, 2 April 2012

PricewaterhouseCoopers SpA

oA
“ Scott Cunningham
(Partner)

20f2
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