AN
DAy

05013663

MEMORANDUM

TO: DOCUMENT CONTROL

FRONM: Paul M. Dudek, Chief
Office of International Corporate Finance
Division of Corporation Finance

-

A

RE: - INTERNATIONAL BANK ‘RECORD DATA

FORM TYPE: Eéf)ﬁ 4)

COMPANY NAME:

COMPANY
ADDRESS:
PROCESSED—
JAN T 37008
ﬁWHUﬂVSbUh\T
FINANCIAL
COMPANY BTATUS: ACTIVE _A ‘ BRANCH:
FILE NO.: 83-(0 FISCAL YEAR:

(03/94)



. EBRO

-

L4
DOCUMENT OF THE EUROPEAN BANK
FOR RECONSTRUCTION AND DEVELOPMENT

INTERIM FINANCIAL REPORT

At 30 SEPTEMBER 2005

(UNAUDITED)



&

European Barik Institutional Performance Report: 30 September 2005
L4

Table of contents

Income statement

Balance sheet

Statement of changes in members’ equity
Statement of cash flows

Explanatory notes

NN B W N



European Barik Institutional Perfonﬁan;e Report: 30 September 2005

2
i<

.

Income statement

For the first nine months ended 30 September 2005 (unaudited) and 30 September 2004

(unaudited)
Quarter to Year to date Quarter to Year to date
30 September 2005 30 September 2005 30 September 2004 30 September 2004
€ million € million € million € million
Interest and similar income
From loans 104.6 295.7 78.1 2177
From fixed-income debt securities and other interest 98.0 256.3 685 175.8
Interest expense and similar charges (114.9) (285.1) (62.6) (156.3)
Net interest income 88.2 | 2669 84.0 237.2
Net fee and commission income 10.2 14.6 3.0 10.6
Dividend income from share investments 25.0 82.2 9.1 48.0
Net gains from share investments 137.8 570.7 20.1 67.4
Net gains from Treasury investments 6.0 2.1 273 335
Fair value movement on non-qualifying hedges 10.1 2.2) (3.8) 6.2
Operating income 2773 934.3 139.7 402.9
General administrative expenses * (42.7) (143.8) (33.7) (106.0)
Depreciation and amortisation 3.6) (13.2) “.1) (12.1)
Operating profit before provisions 231.0 7773 10L.9 284.8
Provisions for impairment of loan investments 29.7 254 (28.0) (21.1)
Net profit for the period 260.7 802.7 73.9 263.7

*  General administrative expenses are presented in the income statement after the deferral of direct costs, for the first nine
months of 2005, of €4.5 million (2004: €20.9 million) relating to loan origination and commitment maintenance. Such
costs, together with associated fees of €22.4 million (2004: €30.2 million), have been deferred to the balance sheet in
accordance with IAS 18 and will be recognised in interest income over the period from disbursement to repayment of the
related loans. The decrease in costs deferred compared to the first nine months of 2004 reflects current interpretation of
International Financial Reporting Standards which restricts the types of direct costs which qualify for deferral. General
administrative expenses excluding the deferred costs were €148.3 million for the first nine months compared to

€126.9 million for the same period in 2004,
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Balance sheet

At 30 September 20‘05 (unaudited) and 31 December 2004 (audited)

30 September 31 December
2005 2004
€ million € million € million € million
Assets
Placements with and advances to credit institutions 5,516.1 684.5
Collateralised placements 504.4 1,752.8
Debt securities 6,509.7 6,125.7
12,530.2 8,563.0
Other assets .
Derivative financial instruments 2,482.8 2,622.0
Other 1,154.4 709.6
3,637.2 3,3316
Loans and share investments
Loans 7,851.0 7,725.8
Less: Provisions for impairment (486.2) (507.5)
7,364.8 7,218.3
Share investments 3,142.7 2,651.8
10,507.5 9,870.1
Intangible assets i4.6 18.1
Property, technology and office equipment 12.3 13.6
Paid-in capital receivable 324.3 567.7
Total assets 27,026.1 223641
Liabilities and members' equity
Borrowings
Amounts owed to credit institutions 1,116.3 913.3
Debts evidenced by certificates 15,453.6 12,965.6
16,569.9 13,878.9
Other liabilities
Derivative financial instruments 586.4 677.9
Other 1,412.7 824.6
1,999.1 1,502.5
Total liabilities 18,569.0 15,381.4
Members' equity
Subscribed capital 19,789.5 19,789.5
Callable capital (14,592.8) (14,592.8)
Paid-in capital 5,196.7 5,196.7
Reserves and retained earnings 3,260.4 1,786.0
Total members' equity 8,457.1 6,982.7
Total liabilities and members' equity 27,026.1 22,364.1
Memorandum items
Undrawn commitments 5,673.9

5,179.2
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Statement of cash flows for the nine months ended 30 September 2005 (unaudited) and
30 September 2004 (unaudited) '

Period to Period to
30 September 2005 30 September 2004
€ million € million € million € million
Cash flows from operating activities
Operating profit for the period ' $02.7 2637
Adjustments for:
" Unwinding of the discount relating to impaired identified assets (0.9) (4.0)
Fair value movement on capital receivable and associated hedges 0.7 (18.6)
Net deferral and amortisation of fees and direct costs (16.6) 9.3)
Internal taxation 33 3.6
Net realised gains on share investments (512.0) {80.6)
Net unrealised gains on share investments (37.5) -
Impairment (gains)/losses on share investments (21.2) 132
Unrealised (gains)/losses on dealing secunities (1.2) 119
Realised gains on available-for-sale securities (2.3) (1.8) .
Foreign exchange gains (0.8) (1.0)
Profit on disposal of property, technology and office equipment - 0.1 !
Depreciation and amortisation 13.2 12.1
Impairment losées/(gains) on Treasury investments 0.4 (10.7)
Gross provisions for impairment of loans (25.4) 21.1
Operating profit before changes in operating assets 191.5 199.5
Decrease/(increase) in operating assets:
Interest receivable and prepaid expenses (207.8) 2532
Fair value movement 903.7 23
Proceeds from repayments of loans 1,922.0 12,4388
Proceeds from prepayments of loans 524.3 538.2
Funds advanced for loans {2,087.3) (3,584.7)
Proceeds from sale of share investments 991.4 3597
Funds advanced for share investments (248.0) (305.1)
Increase in operating liabilities:
Interest payable and accrued expenses 16.0 410.3
Net cash from operating activities 2,005.8 312.2
Cash flows from investing activities
Proceeds from sale of available-for-sale securities 612.3 2,491.8
Purchases of available-for-sale securities (698.0) (3,333.2)
Proceeds from sale of property, technology and office equipment - 0.1
Purchase of property, technology and office equipment (8.6) (7.4)
Net placements with credit institutions _ 4.0 223.9
Net cash used in investing activities (90.3) (624.8)
Cash flows from financing activities
Capital received 254.1 278.6
Issue of debts evidenced by certificates 5,842.9 3,5832
Redemption of debts evidenced by certificates (4,625.4) (3,257.3)
Net cash from financing activities 1,471.6 604.5
Net increase in cash and cash equivalents 3,387.1 291.9
Cash and cash equivalents at beginning of period 1,530.0 24455
Cash and cash equivalents at 30 September* 4,917.1 2,737.4
*Cash and cash equivalents comprise the following amounts maturing within 3 months:
30 September 2005 30 September 2004
€ million € million
Placements with and advances to credit institutions 5,516.1 3,034.2
Collateralised placements 507.3 824.4
Amounts owed to credit institutions (1,106.3) (1,121.2)
Cash and cash equivalents at 30 September 4,917.1 2,737.4

1 Operating profit includes dividends received of €82.2 million for the period to 30 September 2005 (2004: €48.0 million).




European Bank Institutional Performance Report: 30 September 2005,

Explanatory notes

1.

it

Establishment of the Bank

Agreement Establishing the Bank

The European Bank for Reconstruction and Development ("the Bank"), whose principal
office is located in London, is an international organisation formed under the Agreement
Establishing the Bank dated 29 May 1990 ("the Agreement”). At 30 September 2005 the
Bank's shareholders comprised 61 countries, together with the European Community and
the European Investment Bank.

Headquarters Agreement

The status, privileges and immunities of the Bank and persons connected therewith in the
United Kingdom are defined in the Agreement and in the Headquarters Agreement
between the Government of the United Kingdom of Great Britain and Northern Ireland
and the Bank ("Headquarters Agreement"). The Headquarters Agreement was signed in
London upon the commencement of the Bank's operations on 15 April 1991.

A summary of significant accounting policies

Accounting convention

The financial statements have been prepared in accordance with the Bank's Accounting
Policies, which comply with International Financial Reporting Standards, as approved by
the International Accounting Standards Board, and the overall principles of the European
Community's Council Directive on the Annual Accounts and Consolidated Accounts of
Banks and Other Financial Institutions.

Assets on the Bank’s balance sheet are predominantly stated at fair value unless fair
value cannot be reliably measured, in which case the assets concerned are held at cost.
Assets held at cost include originated loans and other financial assets intended to be held
to maturity except where they form part of a qualifying hedge relationship, in which case
fair value measurement applies. Financial liabilities follow the historical cost convention
unless representing short dealing positions or part of a qualifying hedge in which case
fair value measurement applies. Financial assets and liabilities are recognised on the
balance sheet when the Bank becomes a party to the contractual provisions of the
instrument.

Financial statements presentation

The financial statements are presented in a manner consistent with the Bank's audited
financial statements as of and for the year ended 31 December 2004 with the following
exceptions which reflect the impact of revised International Financial Reporting
Standards which have become effective in 2005:

o The Bank has chosen to avail of an exemption in the revised IAS 28, Investments in
Associates, on the basis that it is considered similar to a venture capital organisation.
As a result of this exemption the Bank has designated its associate share investments
as “fair value through profit or loss”. Such investments are measured at fair value in
accordance with IAS 39, with changes in fair value recognised in profit or loss (i.e.
the income statement) in the period of the change. The Bank has also chosen to
designate its high risk equity fund portfolio in this category.
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The remainder of the Bank’s share investment portfolio is measured at fair value on
the balance sheet but with changes in fair value recognised through reserves, as
disclosed in the “statement of changes in members' equity”, until the financial asset is
sold or determined to be impaired. At this time the cumulative profit or loss
previously recognised in reserves is transferred to the income statement, within
operating income.

The basis of fair value for listed share investments is the quoted bid market price on
the balance sheet date, or where there is no active market, by the use of valuation
models populated with observable market data.

Measuring unlisted share investments at fair value on the balance sheet under either
of the above categories compared to the measurement basis at 31 December 2004 of
historic cost less provisions for impairment.

Movement in Treasury impairment levels are reported within operating income,
compared to the provisions for impairment line for the year ended

31 December 2004.

The Bank defers front-end fees and commitment fees in accordance with IAS 18,
together with the related direct costs of originating and maintaining the commitment.
These are then recognised in interest income using the effective interest method over
the period from disbursement to repayment of the related loan. Historically these
fees and expenses have been of a similar magnitude and the resulting adjustment to
interest has not been material. Current interpretation of IFRS restricts the types of
direct costs which qualify for deferral, leading to a reduction in the level of deferred
costs in the first nine months of 2005 compared to those deferred in 2004.

Where necessary, comparative figures have been adjusted to conform to changes in
presentation in the current period. In the opinion of management, all adjustments
necessary for a fair presentation of the financial position and the results of operations for
the interim periods have been made. For further information please refer to the Bank's
audited financial statements as at 31 December 2004. The results of operations for
interim periods are not necessarily indicative of results to be expected for the year ending
31 December 2005.
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3. Loans

30 September 2005

Sovereign Non-sovereign Total
loans loans loans
€ million € million € million
Operating assets
At 1 January 2005 1,925.1 5,800.7 7,725.8
Movement in fair value revaluation (0.6) 3.0) 3.6)
Disbursements 241.9 1,8454 2,087.3
Repayments and prepayments (273.3) (2,173.0) (2,446.3)
Foreign exchange movements 160.6 359.9 520.5
Written off - (32.7) (32.7)
At 30 September 2005 2,053.7 5,797.3 7,851.0
Impairment at 30 September 2005 (61.6) (424.6) (486.2)
Total operating assets net of impairment at
30 September 2005 1,992.1 53727 7,364.8
Total outstanding disbursements net of im;;airment
at 31 December 2004 1,867.4 5,350.9 7,218.3

At 30 September 2005 the Bank categorised 12 loans as impaired, totalling €42.5 million
(31 December 2004: 17 loans totalling €85.8 million). Specific provisions on these assets

amounted to €34.4 million (31 December 2004: €72.0 million).
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4. Share investments

Fair value through profit or loss’

Available-for-sale?

Unlisted Listed Total  Unlisted Listed Total Total

€million €million €million €million €million € million € million
Outstanding disbursements
At 1 January 2005 - - - 1,887.4 544.6 2,432.0 2,432.0
Designated as at fair value through profit
or loss 1,096.1 1143 1,210.4  (1,096.1) (114.3) (1,210.4) -
Transfer between unlisted and listed (0.9) 0.9 - (110.1) 110.1 - -
Disbursements 123.4 - 1234 73.5 51.1 124.6 248.0
Disposals (200.8) - (200.8) (104.8) (158.1) (262.9) (463.7)
Written-off (4.2) - (4.2) (1.7) (9.9) (11.6) (15.8
At 30 September 2005 1,013.6 115.2 1,128.8 648.2 423.5 1,071.7 2,200.5
Fair value adjustment
At 1 January 2005 - - - (510.9) 730.2 219.8 219.8
Designated as fair value through profit or
loss (329.8) 112.4 (217.4) 329.8 (112.4) 2174 -
Transitional restatement of opening
balances v 2449 (84.1) 160.8 - - - 160.8
Movement in fair value revaluation 332 43 375 342.8 160.1 502.9 540.4
Impairment losses on available-for-sale
share investments - - - 4.7 25.9 212 21.2
At 30 September 2005 (51.7) 32.6 (19.1) 157.5 803.8 961.3 942.2
Fair value at 30 September 2005 961.9 147.8 1,109.7 805.7 1,227.3 2,033.0 3,142.7
Fair value at 31 December 2004 - - - 1,377.0 1,274.8 2,651.8 2,651.8

1. Share investments designated as at fair value through profit or loss financial assets consist of the Bank’s associate share
investments and high risk equity funds. Fair value movement on these investments is recognised in the income statement.

Share investments held as available-for-sale represent the Bank’s non-associate share investments, excluding those which are

within the high risk equity fund category. With the exception of impairment losses, the fair value movement on these

investments is recognised in reserves.
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5. Borrowings

During the third quarter €0.4 billion was issued under the Bank’s authorised medium- to long-term
borrowing programme at an average cost of LIBOR less 38 basis points, with an average life of
For 2005 the authorised medium- to long-term borrowing programme is €1.5 billion
supplemented by any early redemptions, buy-backs or issues called by or put to the Bank. At the
end of the third quarter, the resulting remaining medium to long-term borrowing authority for 2005
After taking into account early redemptions and buy-backs, outstanding
medium to long-term debt at the end of the third quarter stood at €12.7 billion (at historical exchange
rates) at an average cost of LIBOR less 34 basis points and with an average life of 7.9 years. The

7.8 years.

stood at €0.3 billion.

table below gives quarterly and cumulative details of medium- to long-term debt issues.

During the Period Quarter to September 2005 YTD 2005 YTD 2004

Basis Basis Basis

Points Avg. Points Avg. Points Avg.

€ below Life to € below Life to €  below Life to

million LIBOR Maturity | million LIBOR Maturity | million LIBOR Maturity

| Issued 412 38 7.8 1,598 40 52 2,097 37 6.6
Redemptions 360 39 1,057 39 940 46
Buybacks 14 37 37 38 355 41
Outstanding during period 12,699 34 12,465 34 12,799 35

Outstanding at period end 12,741 34 7.9 12,933 34 8.1

10
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6. Primary Segment Analysis

Business Segments

For management purposes the business of the Bank is comprised primarily of Banking and
Treasury operations. Banking activities represent investment in projects which, in accordance with
the Agreement, are made for the purpose of assisting the countries of operations in their transition
to a market economy, while applying sound banking principles. The main investment products are
loans, share investments and guarantees. Treasury activities include raising debt finance, investing
surplus liquidity, managing the Bank’s foreign exchange and interest rate risks, and assisting
clients in asset and liability management matters.

Primary reporting format — business segment

30 September 2005 30 September 2004

€ million Banking Treasury Aggregated Banking  Treasury Aggregated
Interest income 2957 245.6 541.3 2177 157.2 374.9
Other income 667.5 2.1 669.6 126.0 335 159.5
Fair value movement on paid-in capital

receivable and associated hedges 9.6 1.1 10.7 16.7 1.9 18.6
Total segment revenue 972.8 248.8 1,221.6 360.4 192.6 553.0
Less interest expenses and similar charges (187.2) (208.9) (396.1) (121.4) (117.2) (238.6)
Allocation of capital benefit 99.9 11.1 111.0 74.1 82 82.3
Fair value movement on non-qualifying hedges - 2.2) 2.2) - 6.2 6.2
Less general administrative expenses (131.5) (12.3) (143.8) (95.4) (10.6) (106.0)
Less depreciation and amortisation (12.5) ©.7) (13.2) (11.4) 0.7 (12.1)
Segment result before provisions 741.5 35.8 771.3 206.3 78.5 284.8
Provisions for impairment of loans 254 - 254 21.1H) - (21.1)
Net profit for the period 766.9 35.8 802.7 185.2 78.5 263.7
Segment assets 10,772.0 15,929.8  26,701.8 9,468.7 14,812.8 24,281.5
Paid-in capital receivable 3243 587.5
Total assets 27,026.1 24,869.0
Segment liabilities 288.3 18,280.7  18,569.0 2273 17,9402 . 18,167.5
Capital expenditure 8.1 0.5 8.6 7.0 0.4 7.4

The fair value movement on paid-in capital receivable and associated hedges amounted to
€10.7 million (2004: €18.6 million).  Allocation of the return on capital amounted to
€111.0 million (2004: €82.3 million). Together, these total €121.7 million (2004: €100.9 million),
which is the Bank’s return on net paid-in capital used in segmental results.

Interest expenses and similar charges and the allocation of the return on capital total €285.1 million
(2004: €156.3 million). This is the Bank’s “interest expenses and similar charges” as reported in
the income statement.
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FOR IMMEDIATE RELEASE
Date: 1 December 2005

Contact: Jazz Singh

Tel: +44 20 7338 7931
Email: Singhja@ebrd.com
Visit: www.ebrd.com

EBRD invests €2.02 billion in first 9 months of 2005

The EBRD committed €2.02 billion for new investments across its countries of operations in the nine
months ended 30 September, compared with €2.27 billion in the same period last year. Total
commitments to date amounted to €28.4 billion in countries from central Europe to Central Asia,
with a further €60.1 billion mobilised from other sources.

The Bank signed 82 stand-alone projects in the first nine months, compared to 71 for the same period:
in 2004, reflecting a trend ‘owards more and smaller projects. Projects included, for example,
supporting cross-border investment in the Western Balkans by working with a Croatian brick
company in Bosnia and Herzegovina, a state-of-the-art 50,000-square-metre logistics and
warehousing centre in Moscow, improving water and wastewater infrastructure in Romanian towns
and cities, and working with foreign investors to boost agribusiness in Kazakhstan.

Profit after provisions for the first nine months was €821.5 million, compared with €266.8 million a
year earlier, primarily reflecting strong returns from the equity project portfolio.

Steven Kaempfer, Vice President, Finance and Acting First Vice President, said that the number of
EBRD projects has increased in the region from the same period last year, and the trend should
continue given the strong pipeline of potential new projects throughout the region.

Geographically, around 18 per cent of new investments in the nine months of 2005 were in the
advanced transition countries (compared to 33 per cent in the first nine months of 2004), 62 per cent
in the early and intermediate transition countries (compared to 49 per cent) and 20 per cent in Russia
(compared to 18 per cent).

As at 30 September 2005, the Bank had authorised capital of €20 billion, paid-in capital and reserves
of €8.46 billion and cumulative impairment provisions on its loan portfolio of €486 million. Because
the Bank restated its portfolio of unlisted share investments on a fair-value basis effective 1 January
2005, 1t can no longer take impairment provisions on such investments.

#it#

The EBRD. owned by 60 countries and two intergovernmental institutions, aims to foster the transition from centrally planned to
market economies in central and eastern Europe and the Commonwealth of Independent States.



