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INTERNATIONAL FINANCE CORPORATION
as of March 31, 2008 {(unaudited) and June 30, 2007 (unaudited)
(US$ millions)
March 31 June 30
{As restated)
Assats
Cash and due from banks 386 3 g2
Time deposits .. SR, . 9,582 4,979
Trading securltles Nola L .................................... . 12,017 14,297
Securities purchased under resale AGrEBMENIS .............c..coecieereereeemcesmeemecssesssssesssesssmsmnreseen .393 230
Investments - Note C, L
Loans ($24 - March 31, 2008 and 30 - June 30, 2007 at fair value) (net of
reservas against losses of $818 - March 31, 2008 and $832 - June 30, 2007) ............... 13,495 11,818
Equity investments {35,252 - March 31, 2008 and $0 - June 30, 2007 at falr value) .... f 3.245
Debt securilies ...............o.... S < |
TOLA INVESHTIBNLS ...ccoeeeeaetareamrararsrssiserrereresussseensanseensorsassressassssstatassssssorassrorsaanirones 1579
Defivative asselts - NOLE L ... i e emes e e s s samase vemnsarsra s 1.151
Receivables and Other SSEIS .o sttt e e ess et st s s anas e mbe s st sanenganaresens 4638 3764
Tota! assets VU URNOUUU RIS SN 3 & . ¥ 4 § 40599
Liabilities and capital
LiabRities
Securilies sold under repurchase agreemen\s and payab!e
for cash collateral received S 6,083 s 4973
Borrowings outstanding - Note L
From market sources ($19,219 - March 31, 2008 and
$0 - June 30, 2007 at aIr VAIIBY ..o ss e sssss st sreasn 19,625 15817
From Infemational Bank for Reoonstmctlon and Development . 54 62
Total borrowings ......c..cune 19,673 5879
Derivaltive HADIIEES « NDIB L ....coeecieiriiieeeeiersereece cesenssssemmeenessssasss camenssmsnss sesssnssmsesnesnnnes 1,513 1.285
Payables and Other HabHIEES ....oo..e e reesn s saerce e e rrnemesvrasemses sresses rer s et anarparinss 5,788 4,445
Total iabilities . 33,063 26582
Capital
Capital stock, authonized 2,450,000 shares of $1,000 par value each
Subscribed .. eraetrans werereas 2,266 2,366
Less: Portlon not yet pard ermes et
o TOtE! CAPIA] SEOCK ....oovvi s veireiirrsies e e e cvesseanssasms e srs s saraps sesmrbreneaessatsseses 2,365 . 2,365
Accumuiated other comprehensive income e eeeeseNesestestessesirereeredtetesteenneersmmnnentans 3488 442
Retained eamings . vevreessarernn s an et 12,921 11,210
Total capital ....... eeteertaavrer s aransres e ennsaamarsmesmtits 18,774 14,017
Total liabllitles and capital ............ . _51,837 $ ____4ansgs

The notes to consalidated condensed financial statements are an integral part of these statements.
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Page 2

CONSOLIDATED CONDENSED INCOME STATEMENTS

for each of the three and nine months ended March 31, 2008 (unaudited) and March 31, 2007 (unaudited)

Tha notes to consolidated condensed financial statements arg an integral part of these statements.

@3

(US$ millions)
Three months ended Nine months ended
March 31, March 31,
2008 2007 2008 2007
(As restated) (As restated)
Interest and finandat fees from loans and debt securities ...........ccceveiiieiieneenn $ 276 § 266 $ 869 $ 799
Income from liquid asset trading activities - Note B 116 202 604 559
Charges on BOMOWINGS .........c...ccoeecenrirereemseecsereeenserseras (202) 201) (622) {601)
income from equity INVESIMENtS ~ NOIE E......ver ettt srssnenas s st sstsanene 208 240 1,183 1,997
{Provision for) retease of pravision for osses on leans and guarantees - Note € . {8) 22 (9} 51
income from foans, equity investments, debt securities and fiquid
asset trading activitles, after (provision for) release of provlslo::
for lossas on loans and guarantoes 330 529 2,025 2,805
Other Income
Service fees 13 9 42 30
(o177 erestesnarseseernrran et sssarsaetssin 16 14 42 24
Total other income ............cccooiiiceecennee 29 23 84 64
Othor expanses
Administrative expenses .. 153 120 439 363
Expense from pension and other postretlremenl beneﬁl plans - 3 - 10
Foreign cumency transaction losses (gams) on non-lradmg activities . (26) 2 27 {H
Other ..... {2) 1 4 3
Total other expensos 125 126 470 375
income before expendllvres for advisory services, expenditures for
performance-based grants, grants to IDA and net gains (lesses) on
other non-trading financial Instruments accounted for at fair vaiue....... 294 426 1,639 2,494
Expenditures for advisory services - Note H {17) (20) {65) (59)
Expendilures for perfurmance-based grants - Note H...............coeveeveeeeeeeeeemierennens - - {1 -
Grants to IDA - Note H {500) 150) {500) {150}
Incoma (loss) befare net gains (losses) on other non4rading financiat
instruments accounted for at fairvalue ..........cc.coccoveevee e reenanrsaas i b eaes (223) 256 1,073 2,285
o Net gains {losses) on other pon-n'adlng finandal instuments . e =
177" - accounted for at fair value TNote F .l e 174 7 203
Hot INCom® {085) ..ottt e h. . {49) 3 263 3 1,276 % 2,253
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INTERNATIONAL FINANCE CORPORATION

CONSOLIDATED CONDENSED STATEMENTS OF
COMPREHENSIVE INCOME

for each of the three and nine months ended March 31, 2008 (unaudited) and March 31, 2007 {unaudited)

{US$ miltions)
Three months ended Nine months ended
March 31, March 31,
2008 2007 2008 2007
(As restated) (As restated)
Net Income {1088) ........ceeeeevvenns $ {49) § 263 $ 1,276 % 2,253
Other comprehensive Income {loss)
Urnrealized gains {losses) on debt securities accounted for as available-for-sate (16} KX 22 51
Unrealized gaing (losses) on equity investments accounted for as available-for-sale (844} - a9
Urrecognized net actuaral gains and
unrecognized prior service credits on Henefil plans ..........coveienisesinsins 1 - 2
Translation adjustments on investments acoounted for under the equity method - 1 - 3
Total comprehensive Income {loss) Cerer e a bbb o era s et sasns & {908} & 291 & 1,393 £ 2,307

The notes to conselidated condensed fingncial statements are an integral part of these statements.
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’ INTERNATIONAL FINANCE CORPORATION

CONSOLIDATED CONDENSED STATEMENTS OF
CHANGES IN CAPITAL

for each of the nine months ended March 31, 2008 (unaudited) and March 31, 2007 (unaudited)

{US$ millions)
Retlai mings
Accumulated
other
Undesignated Total corr;prehemive C::pmlr Total ital
Eﬁ!ﬂ% ol ___income Yotal capital
{(As restated; {Asresta (As restated) (As restated) (As restated) {As restated)
AtJune 30, 2007 ... 8 10604 $ e S$11210 § 442 $ 2,365 $ 14017
Cumulative effect of adoption of
SFAS No. 157 - Note L. .......cccvceeen 2,925 2,925
Cumulative effect of adoption of
SFAS No. 159-Note L .eeeevienvernens 435 435 {2) . 433
Al June 30, 2007 after cumutative
effect adjustments ........................ $ 11,039 $ 606 $11645 § 3,365 $ 2365 $ 173715
Nine months ended March 31, 2008
Netintome .......cccceueerrmerveeriecssvaneas 1,276 1276 1,276
Other comprehensive incomea ............. 123 123
Expenditures against designated
retained eamings - Note H ............ 566 {556) - -
Designations of
refained eamings - Nate H ..., {870) 870 - z
At March 31,2008 ..................... S 12011 § 910 §12921 $ 3488 . 2,365 $_18,174
AtJune 30,2006 ............cccccoveun..e. $ 7868 § 852 $ 6720 § 57 $ 2364 $ 14,141
Nine months ended March 31, 2007
NEtiNCOME .......eeeeeeeceesrersreseesains 2,253 2,253 2253
Other comprehensive income ............ 54 1 55
Expenditures agalnst designated
retained eamings - Note H ............ 209 {209) - -
AtMarch 31,2007 ...........ccooc.o... § 10330 § 843 $10973 §___2365 §_13,449

! Capitat stock includes payments received on account of panding subscriptions.

The notes to consolidated condensed financial statements are an intagral part of these stalements.
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CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS

for the nine months ended March 31, 2008 (unaudited) and March 31, 2007 (unaudited)

(US$ miltions)

— 2008
Cash flows from loans, equlty and debit sacurity Investment activities
Loan dishursements . SRRSO < {3,390)
Equity disbursements .. “ e ereeneera SRS RO SR SRS 4 b s e meraR SRS Ee A A St as {1,243)
Investments in debt securities .......... (856)
Loan repayments ...........cccevevnererriins . " 1,975
Equity redemptions .............. 15
Debt securities repayments. ... ..cccovereresonsersrsesneensere 2
Sales of leans............ 28
Sales of equity investments 1,086
Sales of debt securities . SV PO RSN 72
Net cash used in investing acﬂvmos {2.310)
Cash flows from financing activities
Drawdown of borrowings 4253
Repayment of bomowings (1.251)
Capital SUbSCAPLONS .....covvsveerrrmreevenerrerene " -
Net cash provided by ﬂnanclng BCHUVILIER ... et 3,002
Cash flows from operating activities
Netincome ..., 1,276
AdJustments to reconcile nel income {o net msh pro\nded by (used tn) operatmg acﬂwbes
Realized capital gains on equity sales .. (843)
Unrealized gains on equity investments .......................................... (142)
Income from investments accounted for under the equity method -
Equity investment impaimment write-downs . 84
Provision for (release of provision for) losses on loans and guarantees .. 9
Foreign currency transaction losses (gains) on non-trading activities ........ococevcieccieeenne. 27
Net losses {gains) on other non-trading finandal instruments accounted for at fair value... . {203)
Change in accrued income on loans, tme deposus and securities ............ccomieemeeeieeen (90)
Change in payables and other liabilitles .. v 1,423
Change in recelvables and other assets ...... - (760)
Change in trading securities and secunhes purchased and sold under
resale and repurchase agreements ... - e 3136
Net cash provided by operating acuvnlas PO SO OAO U 1. i I 4
Change in cash and cash equivalents .. 4,609
Effect of exchange rate changes on cesh and cash equivalenls ............ (2)
Net change in cash and cash equivalents .......... . . 4,607
Beginning cash and cash equivalents .. 5361
- __.. _ Endingcash and cashaquivalents .. S 0968
Composition of cash and cash equlvalents
Cash and due from banks CreresreeRAE R EELSLL e sonsranee raesrsene reesmeenentanpatranrn 3 386
Time deposils .. . 9,582
Total cash and cash oqulvalenls O JE— Y|
Supplemental disclosure
Change in ending balances resuldng from exdlange rate fluctuations:
Loans outstanding .. (435)
Borrowings 1,055
Charges on borruwlngs pand net 582

The notes to consolidated condensed financial statements arg an integral part of these statements,

2007
(As restated)

$

(3.517)
(s71)
(246)

1,792
1

3
221
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1,297
{1,130)
1
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INTERNATIONAL FINANCE CORPORATION

NOTES TO CONSOLIDATED CONDENSED FINANCIAL
STATEMENTS (UNAUDITED)

PURPOSE

The Intemational Finance Corporation (IFC), an intemational organization, was established In 1956 to further economic development in its
member countries by encouraging the growth of private enterprise. (FC is a member of the Wortd Bank Group, which also includes the
Intenational Bank for Reconstrucion and Development (IBRD), the Intemational Development Asscciation (1DA), and the Multlateral
Investment Guarantee Agency (MIGA). IFC's activiies are closely coordinated with and complement the overall devetopment cbjectives of the
cther World Bank Group institutions. IFC, together with private investors, assists in financing the establishment, Improvement and expansion of
private sector enterprises by making lcans and equity investments where sufficient private capital is not otherwise available on reasonable
terms. IFC's share capital is provided by its member countries. It raises mos? of the funds for its investmen) activities through the issuance of
notes, bonds and other debt securities in the interational capital markets. IFC alsa plays a calalytic role in mobilizing additiona! project funding
from other investors and lenders, either through cofinancing or through loan participations, underwritings and guarantees. In addition to project
finance and resource mobilization, IFC offers an armay of financial and technical advisory services to private businesses in the developing world i
to increase thelr chances of success. It also advises govemments on how to create an environment hospitable to the growth of private
enterprise and foreign investment.

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING AND RELATED POLICIES

The consolidated condensed finandial statements include the finandal statements of IFC and two variable interest entities (VIEs) (see Note K).
The accounting and reporting policies of IFC conform with accounting principles generally accepted in the United States of America (US GAAP).

Consolidated condensed financlal statements presentation — Certain amounts in the prior years have been reclassified to conformn to the
current year's presentation.

The consolidated condensed financial statements are presented in @ manner consistent with IFC's audited consolidated Ginancial stalements as
of and for the year ended June 30, 2007 and, in the opinion of the management, afl adjustments (consisting generally of normal recurring
acoruals) necessary for a falr presentation of the finandial position and the results of operations for the interim periods have been made. The
consolidated condensed batance sheet as of June 30, 2007, included for comparative purposes only, is derived from those audited consofidated
financial slatements. For further information, refer to the consolidated financial statements and notes thereto incuded in IFC's Annual Report far
the fiscal year ended June 30, 2007.

The results of operations for interim periods are nol necessadly indicative of results to be expected for the year ending June 30, 2008,

Use of estimates - The preparation of the consolidaled condensed financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabliilies and disclosure of contingent assets and llabilities at the date of the
consolidated condensed financial statements and the reported amounts of income and expense during the reporting periods, Actual results
could differ from these estimates. A significant degree of judgment has been used in the determination of: the adequacy of the reserve against
losses on loans and impaiment of equity investments; estimated fair values of all derivative instruments and related finandal instruments in
qualifying hedging relationships; and net periodic pension income or expense. There are inherent risks and uncertainties related to IFC's
operations. The possibility exists that changing economic conditions could have an adverse effect on the financial pasition of IFC.

|IFC uses intemal modeis to determine the fair values of derivative and other financial instruments and the aggregate level of the reserve against
lasses on loans and impaimment of equity investments, IFC undertakes continuous review and respecification of thesa models with the objective
of refining its estimates, consistent with evoiving best practices appropriate to Uts operations, Changes in estimates resulting from refinements in
the assumptions and methodologies incorporated in the models are reflected in net income in tha perlod In which the enhanced models are first
applied. See Note L for more information on IFC's use of fair vaiile measurements.

Falr Value Option and Falr Value Measurements — IFC adopted the Financial Accounting Standards Board's (FASB) Statement of Financial

Accounting Standards (SFAS) No. 159, The Fair Value Option of Financial Assets and Financial Liabilities (SFAS No. 159 or the Falr Valup

e o :Oplion) as of July 1, 2007 and elected to apply the Fair.Value Option to tho following financial assets and financial liabilites existing at the tme- — -~ .| .

T 7T ol adoption and entéred into during the three 2nd nine months ended March 31, 2008:

{i) direct equity investments in which IFC has significart influence and loans to such investees;

{ii) direct equity investments representing 20 percent or mora awnership but in which IFC does not have significant influence and certaln
investments in Umited Liability Partnerships (1.LPs) and Limited Llability Corporations (LLCs) that maintain specific ownership accounts
and loans to such investees; and

@iii) alt market borrowings, except for such bomowings having no associated derivative instruments,

The reasons for electing the Fair Value Option for these financial assets and financial llabilites and more information about the adoption of
SFAS No. 159 are discussed in more detail In Note L.

IFC aiso adopted SFAS No. 157, Fair Value Measurements (SFAS No. 157) effective July 1, 2007. SFAS No, 157 defines fair value, establishes
a framework for measuring falr value and a fair value hierarchy that prioriizes inputs to valuation techniques used 1o measure fair vaiue.
Fursuant to the adoption of SFAS No. 157, IFC now reports equity investments that are listad in markets that provide readily determinable fair
values al fair value, with unrealized gains and losses being reported in other comprehensive income. Further disclosures of fair value
measuremenis are provided in Note L,
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INTERNATIONAL FINANCE CORPORATION

NOTES TO CONSOLIDATED CONDENSED FINANCIAL
STATEMENTS (UNAUDITED)

Translation of currencles ~ Assets and liabilities not denominated in United States dollars (US dollars or $), other than disbursed equily
investments, are expressed in US dollars at the exchange rates prevailing at March 31, 2008 and June 30, 2007. Disbursed equity investments,
other than those accounted for at fair value are expressed In US gollars at the prevaling exchange rates at the time of disbursement. Income
and expenses are recorded based on the rates of exchange prevailing at the time of the ransaction. Transaction gains and losses are credited

or charged to inpome,

Loans - IFC originates loans to facilitate project finance, restructuring, refinancing, carporate finance, andior other developmental objectives,
Loans are recorded as assels when disbursed. Loans are generally carried at the principal 2mounts outstanding adjusted for net unamortized
loan origination costs and fees. It is IFC's practice to obtain collateral security such as, but not limited to, mortgages and third-party guarantees.
Effective July 1, 2007, certain loans ar carried al fair value in accordance with the Fair Value Option as noted above (Note L),

IFC enters Into loans with income participation, prepayment and conversion features; these features are accounted tor in accordance with
Statement of Financial Accounting Standards (SFAS) No. 133, Accounting for Derivative Instrtuments and Hedging Activilies as amended lo the
extent they meet the definition of a derivative and are not considered to be cleardy and dosely related to their host loan conlracts.

Revenue recognition on foans — Interest income and commitment fees on loans are recorded as income on an accrual basis, Reginning in the
year ended June 30, 2006, IFC began amortizing net loan origination costs and fees over the estimated life of the originated loan to which the
fees relate. Prior to the year ended June 30, 2006, loan originalion costs were expensed as incurmed, and loan origination fees were recognized
as income when received. The net of loan origination faes and loan origination costs was considered insignificant. Prepayment fees are
recorded as income when received in freely convertible currencies,

IFC does not recognize income on loans where collectibility is in doubt or payments of interest or principal are past due more than 60 days
unless management anticipates that collection of interest will occur in the near future, Any interest accrued on a loan placed in nonaccmual status
is reversed out of income and [s thereafter recognized as income anly when the actual payment is received. Interest not previously recognized
but capilafized as part of a debl restructuring is recorded as deferred income, included in the consolldated condensed balance sheet In payables
and other Gabiliies, and credited to income onty when the refated princpal is recelved. Such capitalized interest is considered in the
computation of the reserve against losses on ksans in the consolidaled condensed balance sheet.

Reserve against losses on foans - IFC recognizes impairment on loans not camied at fair value in the consodidated condensed balance shest
through the reserve against losses on loans, recording a provision or release of provision for losses on loans in net income on a quartery basis,
which increases or decreases the reserve against losses on loans. Individually Impaired loans are measured based on the present value of
expected future cash flows to be recelved, observable market prices, or for loans that are dependent an coflateral for repayment, the
estimated fair vafue of the collateral.

Management detenmines the aggregate levet of the reserve against losses on loans, taking into account estabfished guidelines and its
assessment of recent portfolio quality trends. The guidelines indude intemal country and loan risk ratings, and the impairment potential of the
loan portfoiio based on IFC's historical portfollo loss experience on mature loans.

The reserve against losses on kaans reflects estimates of both probable tosses already identified 2nd probable tosses inherentin the portfolio but
not spedifically identifiable. The determination of identified probable losses represents management's juggment of the creditworthiness of the
borrower and Is established through review of individual loans undertaken on a quarterly basis. IFC considers a loan as Impaired when, based
on current information and events, it Is probable that IFC will be unable to collect all amounis due according to the loan's contractual terms.
Unidentified probable losses are the expected losses over a three-year risk horizon, in excess of identified prabable losses. The risks inherent in
the portfolio that are conskidered in determining unidentified probable losses are those proven to exist by past experience and include: country
systemic risk; the risk of comelation or contagion of losses between markets: uninsured and uninsurable risks; nonpedformance under
guarantees and support agreements; and opacity of. or misrepresentation in, financial statements,

Loans are written-off when IFC has exhausted all passible means of recovery, by reducing the reserve against losses on loans. Such reductions
in the reserve are offset by rcoveries associated with previously writtenofffoans. . . .

Equity investments - IFC invests for current Income, capital appreciation, developmental Impact, or all three; IFC does not seek to take
operational, controlling, or strategic equity positions within iis investees. Equity investments are acquired through direct ownership of equity
instruments of investees, as a limited partner in LLP and LLC, and/or a3 an investor in a private equity fimd.

Revenus racognition on equity Investments - Effective July 1, 2007, equily investments which are listed in markets that provide readily
determinable fair values are accounted for as available-for-safe securities at fair valus with unrealized gains and losses being reported in other
comprehensive income in accordance with SFAS No. 115, Accounting for certain Investments in Debl and Equity Securities. As noted above
under “Fair Value Option and Fair Value Measurements™, also effective July 1, 2007, direct equity investments in which IFC has significant
influence, direct equity investments representing 20 parcent or more ownership but in which IFC does not have significant influence and certain
tnvestments in LLPs and LLCs that maintain specific ownership accounts are accounted for at fair value under the Fair Value Option. Direct
equity investments in which IFC does not have significant influence (and priar to July 1, 2007 certain investments representing mare than 20%
ownership) and which ara not listed in markets that provide readily determinable fair values are canied at cost less impalment,
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INTERNATIONAL FINANCE CORPORATION

NOTES TO CONSOLIDATED CONDENSED FINANCIAL
STATEMENTS (UNAUDITED)

Pricr to July 1, 2007, IFC's investments in companies where it had significant influence and centain investments in LLPs and LLCs that maintain
specific awnership acoounts were acoounted for under the equity method.

IFC's Investments in certain private equity funds in which IFC is deemed to be the Primary Beneficiary of a VIE, as the presumption of control by
the fund manager or the general partngr has been overcome, are fully consolidated into IFC's books. Certaln equity Investments, for which
recovery of invested capital is uncertain, are accounted for under the cost recovery method, such Lhat receipts of freely convertible cumencies
are first applied o recovery of invested capital and then to income from equity investments, The cost recovery method is principally applied to
{FC’s investments in its oil and gas unincomporated joint ventures {UJVs). IFC's share of conditional asset retirement cbligations related to
investments in UJVs are recorded when the fair value of the abligations can be reasonably estimated. The cbligations are capitalized and
systematically amortized over the estimated economic useful lives,

Unrealized gains and losses on equity investments accounted for at fair value under the Falr Value Oplion are reported in income from equity
investments on Lhe consolidated condensed Income statement. Unrealized gains and losses on equity investments listed in markets that
provide readily determinable fair values are reported in olther comprehensive income.

Dividends and profit participations received on equily investments are generally recorded as income when received in freely convertible
currencies. Realized capital gains on lhe sale or redemption of equity investments are measured against the average cost of the investments
sold and are generally recorded as income in income from equily investments when recelved in freely convertible cumrencles. Capital losses are
recognized when incurred.

IFC enters into put and call aption and wamant agreements in connection with equity investments; these are accounted for In accordance with
SFAS No. 133, Accounting for Denvative Instruments and Hedging Activities as amended to the extent they meet the definition of a derivative.

(mpairment of equity investments - Equity investments accounted for al cost less impaimment are assessed for impainment each quarter,
When an impairment is identified and is deemed to be other than tempaorary, the equity invesiment is written down (o the impaired value, which
becomes the new cost basis in the equity investment. Impaiment losses are not reversed for subsequent recaveries in value of the eguity
investment until it is sold.

Debt securities ~ Debt sacurities in the investment portfolio are classified as available-for-sale and carred at fair vatue on the consolidated
condensed balance sheet with unrealized gains and losses included in accumulated other comprehensive income until realized. Interest on
debl securities is included in interest and financial fees from loans and debt securities on the consalidated condensed income statement.

IFC invests in certain debt securities with conversion features; thesa features are accounted for in accordance with SFAS No. 133, Accounting
for Derivative Instruments and Hedying Activities as amended to the extent they meet the definition of a derivative.

Guarantses - IFC extends financial guarantee faciliies to its cllents to provide credit enhancement for thelr debt securities and trade
obligations, IFC offers partial credit guarantees to dients covering, on a risk-sharing basis, dient obligaons on bonds and/or ioans. Under the
terms of IFC's guarantees, IFC agrees to assume responsibiiity for the dient's financial obligations in the event of default by the dient (ie.,
fallure to pay when payment is due). Guarantees are regarded as issued when IFC commits o the guaraniee. Guarantees are regarded as
outstanding when the undertying financial obligation of the client is incumed, and this dats Is considered to be the "inception” of the guarantee.
Guarantees are regarded as called when IFC's obligation under the guarantee has been invoked. There are two liabllites assodlated with the
guarantees: (1) the stand-ready obligation to perform and (2) the contingant Uabllity. The stand-ready obligation to perform s recognized at the
inception of the guarantee unless a contingent liahility exists al that time or is expecled 1o exist in the near term. The contingent lability
associated with the financial guarantee Is recognized when it is probable the guarantes will be called and when the amount of guarantee called

can be reasonably estimated. All liabilities associated with guarantees are induded in payables and other liabilities, and the receivables are '
included in other assets on the consolidated condensed balance sheel. When the guarantees are called, the amount disbursed is recorded as 2
new loan, and specific reserves against losses are established, based on the estimated probable loss. These reserves are induded in the
reserve against losses on loans on the consolidated condensed balance sheet. Guaranteg fees ara recorded in income as the stand-ready
obligation to perform is fulfilled, Commitment feas on guarantees are recorded asincome on anaccrualbasis. . . ___ ..

Designatlons of retained eamings - Beginning in the year ended June 30, 2004, IFC established funding mechanisms for specific purpases
through designations of retained eamings. In the year ended Juna 30, 2005, IFC established a funding mechanism for performance-based
grants (PBG) through a designation of retained eamings. Further, in the ysar ended June 30, 2008, IFC also designated retained eamings for
grants to IDA for use by IDA in the provision of grants to further IFC's mandates in certain IDA member countres. Total designations of
retained eamings are determined based on IFC's annual income before expenditures against designated retained eamings and nel gains and
losses an other non-trading financlal instruments accounted for at fair value in excess of $150 million, and contemptating the financial capacity
and strateglc priorities of IFC.

Expenditures resulting from such designations are recorded as expenses in IFC's consolidated condensed income statement in the year in
which they occur, also having the effect of reducing the respective designated retained eamings for such purposes. Expenditures are deemed
to have occurmed when IFC has ceded control of the funds to the recipient. If the reciplent organization is deemed to be controlled by IFC, the
expenditure is deemed to have occumed only when the recipient organization expends the funds to a non-related parly. On occasion, recipient
organizations which are deemed to be controtled by IFC will acquire certain investmenl assets other than cash, These investments have had
no materal impact on IFC's financlal position, resulls of operations, or cash fiows. In such cases, IFC includes those assets on ils
consolidated condensed balance sheet, where they remain until the recipient organization dispases of or transfers the asset or IFC is deemed
to no longer be in contral of the redplent organization. investments resulting from such designations are recorded an IFC's consofidated
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condensed balance sheet in the year in which they occur, also having effect of reducing the respective designated retained eamings fos such
purposes.

Liquid asset portfolio ~ IFC’s iquidt funds are invested in govemment, agency and govemment-sponsored agency obligations, time deposits
and assel-backed, induding morlgage-backed, securifes. Govemment and agency chligations Include long and short positions in highly rated
fixed rate bonds, notes, bills, and other obligations Issued or unconditionally guaranteed by govemments of countries or other official entities
including government agendies and instrumentalities or by multilateral erganizations, The liquid asset portfolio, as defined by IFC, consists of:
Ume depasits and securities; related derivative instuments; securities purchased under resale agreements, securities sold under repurchase
agreements and payable for cash collateral received; receivables from sales of securities and payables for purchases of securities; and related
accrued income and charges.

Securities and related derivative Instruments within IFC’s liquid asset portfolio are ¢lassified as trading and are carried at fair value with any
changes in fair value reported in income from liquid asse! rading aclivities. interest on securities and amortization of premiums and accretion of
discounts are aiso reported in income from liquid asset trading activities.

IFC dlassifies cash and due from banks and time deposits (coflectively, cash and cash equivalents) as an element of liquidity in the consolidated
condensed statement of cash flows because they are generally readily convertible to known amounts of cash within 90 days of acquisition.

Repurchase and resale agreements — Repurchase agreements are contracts under which a party sells securities and simultanecusly agrees
to repurchase the same securilies at a specified future date at a fixed price. Resale agreements are coniracts under which a party purchases
securities and simultanecusly agrees 10 resell the same securities al a specified future date at a fixed price.

ftis IFC's policy to tzke possession of seaurities purchased under resale agreements, which are primarily liquid govemment securies, The
market value of these securities ks monitored and, within parameters defined In the agreements, additiona! callateral is abtained when thelr valug
dedlines. IFC also monitors its exposure with respect to securities sold under repurchase agreements and, In accordance with the terms of the
agreements, requests the retum of excess securities held by the counterparty when their value increases.

Repurchase and resale agreements are accounted for as collateralized financing transactions and recorded al the amount at which the
securities were acquined or sold plus accrued intenest.

Borrowings - To diversify its access to funding and reduce its bormowing costs, IFC borrows in a variety of curencies and uses a number of
boriowing structures, including foreign exchange rate-linked, inverse floaling rate and zero coupon notes. Generally, IFC simultaneously
converts such bomowings into variable rate US dollar bormowings through the use of currency and interest rate swap transactions. Under certain
outstanding bomowing agreermnents, IFC is not pemmitted to mortgage or aliow a lien to be placed on its assats (cther than purchase money
securlty interests) without extending equivalent security to the hoiders of such borrowings.

Effective July 1, 2007, substantially all borrowings are caried at falr vale under the Fair Value Option with changes in fair value reported in net
gains and losses on other non-trading financial instruments accounted for at fair value on the consolidated condensed incoms statement

Prior to July 1, 2007, where bomowings were part of a designated hedging relationship employing dervative instruments, the camying amount
was adjusted for changes in fair value attributable to the risk being hedged. Adjustments for changes in fair value attibutable to hedged risks
were reported in nel gains and losses on other non-trading financial instruments acoounted for at fair value in the consafidated condensed
income staterment. interest on borrowings and amortization of premiums and accretion of discounts are reported in charges on borowings, All
other bormowings ware recorded at the amount repayable at maturity, adjusted for unamortized premiums and unaccreted discounts.

Risk managernent and use of derivative Instruments — IFC enlers into transactions in various derivative instruments for financial risk
management purposes in connection with its principal business activities, induding lending, client risk management, borrowing, tiquid asset
portfalio management and asset and llability management.

|77 7T T AB derivative instruments are recorded on the Gonsolidated condensed balancs sheet at faif value as derivativé assets or dénivativa liablliies.

Wherae they am not dlearly and closely related o the host cantract, certain derivative instruments embedded In loans, equity investments, and
markel barrowing transactions entered into on or after January 1, 1999, are bifurcated from the host contract and recorded at falr value as
derivative assets and liabilites. The value at inception of such embedded derivatives is excluded from the carrying value of the host contracts
on the consalidated condensed balance sheet. Changes in fair values of derivative instruments used in the liquid asset portfolio are recorded in
income from liguid asset trading activilies. Changes in fair values of dervative Instruments other than those in the liquid asset portfolio
management activilies are recorded in net gains and losses on other non-trading financial instruments accounted for at fair value.
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Prior to July 1, 2007, subject to certain specific qualifying conditions In SFAS No. 133, as amended. a derivative instrument may have been
designated either as a hedge of the fair value of an asse! or fiability (fair value hedge), or as a hedge of the variability of cash flows of an assel
or Uability o+ forecasted transaclion {cash flow hedge). For a derivative instrument qualifying as a falr value hedge, fair value gains or losses on
the derivalive instrument were reported in net gains and losses on other non-trading financial instruments accounted for at falr value, together
wilh offsetting fair value gains or losses on the hedged item that are attributable to the risk being hedged. For a derivalive instrument qualifying
3s a cash flow hedge, fair value gains or losses associated with the risk being hedged are reported in other comprehensiva income and released
to net income in the period(s) in which the effect on net income of the hedged item is recorded. Fair value gains and losses on derivative
instruments not in the liquid asset portfolio and nol qualitying as a hedge were reparted in net gains and losses on other non-trading financia!
instruments accounted for at fair value.

Prior to July 1, 2007, IFC designated certain hedging relationships in its borrowing aclivities as fair value hedges. iFC generally matched the
terms of its derivatives with the terms of the specific underlying borrowing hedged, in terms of cumencies, maturity dates, reset dates, interest
rales, and other features. However, the valuation methodologles applied (o the derivalive and the hedged financial instrument differed. The
resulting ineffectiveness calculated for such relationships was recorded in net gains and losses on other non-lrading finandial instruments
accounted for at fair value in the consolidated condensed income statement,

IFC has not designated any hedglng relationships as cash flow hedges and subsequent to June 30, 2007, IFC has not designated any hedging
relationships as fair value hedges.

The risk management policy for each of IFC’s principal business activities and the accounting policies particular to them ane described below,

Lending activities |FC's policy is to closely match the currency, rate basis, and maturity of its loans and borrowings. Derivative instruments are
used to convert the cash fiows from fixed rate US dollar or non-US dollar Ioans into varlable rate US doflars. IFC has electad not to designats
hedging relationships for all lending-related derivatives.

Client risk management activities IFC enters into derivatives transactions with its dients to help them hedge their own currency, interest rate, or
commodity risk, which, in tum, improves the overall quality of IFC's loan portfolio. To hedge the market fisks that arise from these transactions
with dients, [FC enters into offsetting derivative transactions with matching terms with authorized market counterparties. Changes in fair value
of all derivatives associated with these activities are refiected currently in net income. Fees and spreads charged on these transactions are
recorded in other fees in the consolidated condensed income stalement on an accrua! basis.

Bonowing activitios IFC tssues debt securities in various capital markets with the objectives of minimizing Its borrowing costs, diversifying
funding sources, and developmg member countries’ capital markets, sometimes using complex structures. These struttures include borrowings
payable in muitiple cumencies, or bomowings with principal and/or interest determined by reference to a specified index such as a stock market
index, a reference inferest rate, a commodity index, or one or mora foreign exchange rates. IFC uses dervative instruments with matching
terms, primarily cumrency and interest rate swaps, to convert such borrowings into variable rate US doliar obligations, consistent with IFC's
matched funding policy. Prior to July 1, 2007 IFC designated the majority of derivatives associated with borrowing activiies as fair value hedges
of the undertying bomowings. There were a small number of fair valueike and cash flowlike hedging transactions for which no hedge
relationships were designated. Effectiva July %, 2007, IFC elected to camy at fair value, under the Falr Value Option, all markel borrowings for
which a derivative instrument is used to create a falr value-iike or cash flow-like hedge refationship. Changes in the fair value of the borrowings,
caried al fair value, and the matching dervatives are both recognized in eamings as those changes occur. Subsequent to June 30, 2007, these
items are no longer designated as hedges.

Liquid asse! portfolic managoment activities |FC manages the interest rate, currency and other market risks associated with certain of the time
deposits and securities In its liquid asset portfolio by entering Into derivative transactions Lo convert the cash flows from these instruments into
variable rate US dellars, consistent with IFC's matched funding policy. The detivative instruments used include short-tenm, aver-the-counter
foreign exchange forwards (covered forwards), inlerest rate and currency swaps, and exchange-traded interest rate futures and options. As the
entire liquid asset portfolio s classified as a trading portfolio, all securites {including derivatives) are carried at fair value with changes in fair

value reported in incnme from liquid assets. Prior to July 1, 2007, no hedging retationships had been designated. .

Assel and liability managemant In addition to the risk managed In the contaxt of its business activities detailed above, IFC faces resldual market
risk in its overall asset and liability management. Residual currency risk is managed by monitoring the aggregate position in each lending
currency and reducing the nel excess asset or llability position through spot sales or purchases. Interest rate risk due to reset date mismatches
is reduced by synchronizing the reset dates on assets and liabllities and managing overall interest rate risk on an aggregate basis. Interest rate
risk arising from mismatches due to wiitedowns, prepayments and reschedulings, and residual reset date mismatches is monitored by
measuring lhe sensilivity of the present value of assets and iiabllities in each currency to each basis point change in interest rates.

IFC monitors the credit risk associated with these activities by careful assessment and monitoring of prospective and actual dients and
counterparties. (n respect of liquid assets and derivatives transactions, credit risk is managed by establishing expasure Emits based on the
credit rating and size of the individual counterparty. In addition, IFC has entered into masler agreements goveming derivative transactions that
contain close-out and netting provisions and collateral amangements, tnder these agreements, if IFC's credit exposure to a counterparty, on a
mark-lo-market basis, exceeds a specified level, the counterparty must post collateral to cover the excess, generally in the form of liquid
govemment securities.

Loan participations - IFC mobilizes funds from commercial banks and other financial instibons (Participants) by Ffacifitating loan
participations, without recourse. These loan participations are agministered and serviced by IFC on behalf of the Participants. The dishursed
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and outstanding balances of toan paricipations that meet the applicabls accounting criterta are accounted for as sales and are not included In
IFC’s consotidated condensed balance sheet. All other loan participations are accounted for as secured bormowings and are included in loans on
{FC's consolidated condensed balance sheel, with the related secured bomowings included in payables and other liabilites on IFC's
consolidated condensed balance sheet.

Pansion and other postretirement benefits — IBRD has a defined benefil Staff Retirement Plan (SRP), a Retired Staff Benefits Plan (RSBP)
and a Post-Employment Benefils Plan (PEBP) that cover substantially all of its staff members as well as the staff of IFC and of MIGA.

The SRP provides regufar pension benefits and includes a cash balance plan. The RSBP provides certain health and life insurance benefits to
eligible retirees, The PEBP provides pension benefits administered outside the SRP. All costs associated with these plans are allocated
batween IBRD, IFC, and MIGA based upon their employees’ respective participation in the plans. In addition, IFC and MIGA reimburse IBRD for
thelr share of any contributions made to these ptans by IBRD. '

The net periodic pension and other postretirement benefit income or expense allocated to IFC is included in income or expense from pension
and cther pastrelirement benefit plans In the consolidated condensed income statement. IFC includes a recelvable from IBRD in receivables and
other assals, representing prepald pension and other postretirement benefit costs.

Variable Intarest Entitles - In January 2003, the FASE issued FASB Interpratation No. 46, Consolidation of Variahle Interast Entities - an
intempretation of ARB No. 51 (FiN 46). During December 2003, FASB replaced FIN 46 with FASB Interpretation No. 46, Consclidation of
Variable Inferest Entitios - an inlerpretation of ARB No. 51 (FIN 46R). FIN 46 and FIN 46R define certain VIEs and require parties to such
entlies to assess and measure variable interests in the VIEs for the purpose of determining possible consolidation of the VIEs. Variable
interests can arise from financial instruments, service contracts, guarantees, leases or other amangements with a VIE. An entity that will
absorb a majority of a VIE's expected losses or expected residual retums is deemed to be the primary beneficiary of the VIE and must include
the assets, liabilities, and results of aperations of the VIE in its consolidated condensed financial statements.

IFC has a number of investments in VIEs which it manages and supervises in a manner consistent with gther portfalio investments. Note K
provides further details regarding IFC's variable interests in VIEs.

Accounting and financlal reporting developments — During the year ended June 30, 2006, {FC changed its accounting principle with respect
to the amortization of loan origination fees and Ican origination costs. Priof to the year ended June 30, 2006, the net of loan origination fees and
costs was considered to be insignificant. Beginning in year ended June 30, 2008, IFC began amortizing loan arigination fees and costs on an
effective yield basls.

Ouring the year ended June 30, 2006, the FASB issued SFAS No. 155, Accounting for Certain Hybrid instruments - an amendment of FASB
Statements Nos. 133 and 140 (SFAS No. 155) and SFAS No. 156, Accounting for Servicing of Financial Assels - gn amendment of FASB
Statoment No. 140 (SFAS Mo. 156). Both SFAS No. 155 and SFAS Ho. 158 are effective for fiscal years beginming after Seplember 15, 2006,
which would be the year ending June 30, 2008 for IFC. The adoption of SFAS No. 155 and SFAS No, 156 did not have a material impact on
the financial position, results of operations or cash fiow of IFC.

In September 2006, the FASB issued SFAS No. 158, Employers' Accounting for Defined Banefit Pension and Othar Postretirement Plans
{SFAS No. 158). SFAS No. 158 requires employers to recognize on their balance sheet the funded status of thelr defined benefit
postretirement plans, measured as the differance between the fair value of plan assets and the benefit abligations, and to recognize as part of
Other Comprehensive Income the gains and losses and prior service costs or credits that arise during the period to the extent they are no!
recognized as components of the net periodic benefil cosl. Additionally, upon adaption, SFAS No. 158 requires the unrecognized net actuarial
gain or foss and the unrecognized prior service cost to be recognized in Accumulated Other Comprehensive Income and that these amounts
be adjusted as they are subsequentlly recognized as components of net periodic benefit cost, based upon the cumrent amortization and
recognition requirements of SFAS No. 87, Empioyers’ Accounting for Pensions {SFAS No. B7) and SFAS No. 106, Employers” Accounting for
Postretirernent Benefits (SFAS No. 106). SFAS No. 158 was adopted in {FC's consolidated financial statements as of June 30, 2007.

-~ ———-In-November 2006, the FASB ratified" the consensus-reached by the Emerging 1ssues Task Force {EITF) on Issua No- D6-0,"Reponing'a ~ ™
Change in (or the Elimination of) & Previously Existing Difference Between Ihe Fiscal Year-End of a Parent Company and That of a
Consolidated Entily or Batween the Reporting Period of an lnvestor and That of an Equily Method investee (EITF 06-9), EITF 06-9 is etfective

for IFC beginning on January 31, 2007. The adoption of EITF No. 06-0 did not have a material impact on the finandal position, resulis of
operations or cash fiow of {FC.

In June 2007, the American institute of Certified Public Accountants (AICPA) issued Statement of Position No. 07-1 (SOP No 07-1),
Clanification of tho Scope of the Audit end Accounting Guida Investment Companies and Accounting by Parant Companies and Equity Method
investors for Investmenls in Investinent Companies. SOP No. 07-1 provides guidance for determining whather an entity is within the scope of
the AICPA, Audit and Accounting Guide for Investment Companies (the Guide). Investment Companies that are within the scope of the Guide
repart investments at fair value. On October 17, 2007, FASB decided to defer indefinitely the effective date of SOP No. 07-1. IFC continues to
evaluate the provislons of SOP No. 07-1.

In December 2007, the FASB issued SFAS No. 141 (Revised 2007), Business Combinations (SFAS No. 141(R)), SFAS No. 141(R) replaces
SFAS No. 141, Business Combination, but retains Its fundamental requirement that the acquisition method of accounting (formerly referred to
as the purchase method) be used for alt business combinations and for the acquirer to be identified for each business combination. Among
other things, SFAS No. 141(R) requires the aoquirer to recognize the assets acquired, liabilitles assumed and any non-controlling Interest in
the acquiree at the acquisition date measured at their fair values, with limited exceptions. SFAS No. 141(R) requires acquisition related cosls
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to be recognized separately from the acquisition. Acquirers in a step acquisition must recognize the identifiable assets and fiabiliies, as well
as the full amount of the non-controlling interests in the acquiree, at the full amounts of thelr fair value under SFAS No. 141(R). SFAS No.
141(R) is effective prospectively to business combinations/acquisitions on or after the beginning of the Arst annual reperting period beginning
on or after December 15, 2008 (which would be the year ending June 30, 2010 for IFC) and is not expected to have a material impact on IFC's
financial position, results of operations or cash flows.

In December 2007, the FASB Issued SFAS No. 160, Noncontrofling Interasts in Consolidated Financial Statements - an amendment of ARS
No. 151 (SFAS No. 160). SFAS No. 160 darifies that non-controlling interests in a consclidated entity should be reported as equity in the
consolidated financial statements. (I requires consolidated net income to be reported at amounts atiributable to both the parent and the non-
controlling interest and disclosure on the consalidated statement of income of the amounts of income attributable to the parent and to the non-
controlling interesl. SFAS No. 16Q clarifies thal aff changes in a parent's cwnership interes! that do not result in loss of control are equity
transactions and requires that a parent recognize gain or loss when a subsidiary is decansolidated. SFAS No. 160 is effective for fiscal years
beginning on or after December 15, 2008 {(which would be the year ended June 30, 2010 for iFC) and is not expected to have a material
impact on IFC's financial position, results of operations or cash flows.

In March 2008, the FASB Issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activilies (SFAS No. 161). SFAS No,
161 requires enhanced disclosures about derivatives and hedging activilies to enable a better understanding of their effects on the reporting
entity’s financial position, financial performance, and cash flows. Il is effective for fiscal years and interim periods beginning after November 15,
2008, which would be the year ending June 30, 2010 for {FC.

In addition, during the nine months ended March 31, 2008, the FASB issued andfor approved various FASB Staff Positions, EITF Issues Notes,
and cther interpretative guidance related to Statements of Finandial Accounting Standards and Accounting Principles Board (APB) Opinions.
IFC anatyzed and implemented the new guidance, as appropriate, with no material impact on either the financial position, results of aperations
or cash fiows of IFC.
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NOTE B - INCOME FROM LIQUID ASSET PORTFOLIO

Income from the liquld asset trading portfolio for the three and nine months ended March 31, 2008 and 2007 comprise {LJS$ millions):

Three months ended Nine months ended
March 31, March 31,
2008 2007 2008 2007
Interest income 159 181 509 504
Net gains (losses) on trading activities:
Realized 113 47 134 56
Unrealized {119) {26) {22) (2)
Net gains (losses) on trading activities (6) 21 112 54
Foreign cumrency transaction {losses) gaing . {3n - 17 1
Total income from liquid asset portfollo 4 116 % 202 5 604 § 559

NOTE C - INVESTMENTS
Investments al March 31, 2008 and June 30, 2007 comprise of the following {US$ millions):

March 31, 2008 June 30, 2007
Loans
Loans at amortized cost $ 14,289 $ 12650
Less: Reserve against losses on idans {818) — (832
Nat loans 13471 11,818
Loans at fair value (cutstanding principal balance $25 - March 31, 2008, $0 - June 30, 2007) 24 - -
Total Loans 13,495 11,818
Equity investments
Equity investments at cosl less impatrment 2424 2699
Equity method investments (cost $0 - March 31, 2008, $268 - June 30, 2007) 546
Equity investments accounted for at fair value as available-for-sale
{cost $1,167 - March 31, 2008, $0 - June 30, 2007) 4,144 -
Equity investments accounted for at fair value in accordance with the Fair Vatue Option
{cost $478 - March 31, 2008, 50 - June 30, 2007) 1,108 -
Total equity investments 767 3245
Debt securities
Debt securities al fair value (amortized cost $1,404 - March 31, 2008, $562 - June 30, 2007) 1,566 - 73 '
Tota Investments § 2w £ 5708

Loans on which the accrual of interest has been discontinued amounted to $408 million at March 31, 2008 (3378 milion - June 30, 2007).
Interest income not recognized on nonaccruing loans during the three months ended March 31, 2008 totaled $19 million ($12 miltion - three
months ended March 31, 2007) and $61 millicn during the nine months ended March 31, 2608 (359 million - nlna months ended March 31,
2007). interest collected on loans in nanaccrual status, related to current and prior years, during the three months ended March 31, 2008 was $4
million {$2 million - three months ended March 31, 2007) and $11 million during the nine months ended March 31, 2008 {$15 milion - nine
months ended March 31, 2007).

Changes in the reserve agalnst Iosses on on loans for lhe rune mcnlhs ended March 31 2008 ang the year ended June 30, 2007 are summarlzed
below (US$ millions):

Nine months ended Year ended

March 31, 2008 June 30,2007

Beginning balance $ a3 8 898
Provision for (release of provislon for) losses on loans 6 (41)
Wrile-offs {43) {39)

Recoverles of previously written-off loans 3 3

Faoreign cumency transaction losses 24 13
Other adjustments S ) &

Ending balance P TT] $.__ B3

Provision for (refease of provision for} losses on loans and guarantees in the consolidated condensed incomae statement for the three months
ended March 31, 2008 includes a $2 million charge to income in respect of guarantees (35 million charge to income - three months ended
March 31, 2007) and a $3 million charge to income for the nine months ended March 31, 2008 ($8 million charge to income - nine months
ended March 31, 2007). Al March 31, 2008 the accumulated reserve for losses on guarantees, included In the consolidated condensed
balance sheel in payables and other liabilltes, was $19 million ($18 million - June 30, 2007).
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NOTE D - GUARANTEES

Under the terms of IFC's guarantees, IFC agrees 1o assume responsibility for the client’s finandial obllgations in the event of defaull by the clisnt,
where defaull is defined as fallure to pay when payment is due. Guarantees entered Into by IFC generally have maturiies consistent with those
of the loan portfolio. Guarantees signed at March 31, 2008 totaled $1,883 million ($1,4 14 million - June 30, 2007). Guarantees of $1,131 million
that were outstanding at March 31, 2008 ($808 million - June 30, 2007} were not included in loans on IFC's consclidated condensed balance
sheel. The oulstanding amount represents the maximum amount of undiscounted future payments that 1FC could be required to make under
these guarantees.

NOTE E - INCOME FROM EQUITY INVESTMENTS

Income from equity investments for the three and nine months endad March 31, 2008 and 2007 comprise the following {US$ millions):

Three months ended Nine months ended
March 31, March 31,
2008 2007 2008 2007
Realized capilal gains on equily sales 248 173 843 1,760
Unrealized gains (losses) on equity investments {63) - 142 -
Dividends and profit participations B84 54 283 260
Income from investments accounted for under the equity method - 26 - (4)
Equity investment impaiment write-downs (60) (1 (84) (32)
Custody and other fees - - (2) (2)
Net (losses) gains on equity-related derivatives 1 {2) 4) _(5)
Total income from equity investments [ 208 3 240 3% 148 % 1,997

Realized capital gains on equity sales include recoversies and are net of tosses on sales of equity investments.
Dividends and profit pariicipations includes $15 million for the three months ended March 31, 2008 ($17 millicn - three months ended March

31, 2007) and $47 million for the nine months ended March 31, 2008 ($47 million - nine months ended March 31, 2007) of receipts received in
freely convertible cash, net of cash disbursements, in respect of investments accounted for under the cost recavery method.

NOTE F - NET GAINS (LOSSES) ON OTHER NON-TRADING FINANCIAL INSTRUMENTS ACCOUNTED FOR AT FAIR VALUE

Net gains (fosses) on other non-trading finandial instrumenis accounted for at fair value for the three and nine months ended March 31, 2008
and 2007 comprises (US$ millions);

et = Net gains (fosses) on other non-trading financlal’ — —-——— —- == T o

Three months ended Nine months ended
March 31, March 31,
2008 2007 2008 2007
Unrealized gains on market bormowings $ 384 § - 5 16 § -
Unrealized gains (lasses) on derivatives associated with market borrowings (260) - 121 -
Unrealized galns (losses) on all other non-trading derivatives 50 23 66 (62)
Difference between changes in fair value of dervalive mstruments
designated as a fair value hedge and changes in fair value of hedged
items attributable to risks being hedged - (s - 30

instruments accounted for at fair value 3 174 & H 3 203 % (32)
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NOTE G - SEGMENT REPORTING

For management purposes, IFC's business comprises two segments: dlient services and teasury services. The client services segment
consists primarily of tending and equity investmen! activities. Operatonally, the treasury services segment consists of the borrowing, liquid asset
management, asset and liabdity management and client risk management activities. Consistent with intemal reporting, net income (expense)
from assel and liability management and client risk management activities in support of client services are allocated to clienl services segment.

The assessment of segment performance by senior management includes net income for each segment, retum on assets, and return on capital
employed. IFC's management reporting system and policies are used to determine revenues and expenses attributable to each segment.
Consistent with mtemal reporting, administrative expenses are allocated 10 each segmenl based largely upon personnel costs and segment
head counts, Transactions between segments are immaterial and, thus, are not a factor in recondiling to the consolidated data.

The accounting policies of IFC’s segments are, in all material respects, consistent with those descaribed in Note A, “Summary of significant |
accounting and related polldes.”

An analysis of the major components of income and expense by business segment for the three and nine months ended March 31, 2008 and

2007 is given below (US$ millions):

Three months ended March 31

2008 2007
Client Treasury Cllent Treasury
services services Jotal services _services Total

Interest and financial fees from loans and debt securities s 276 § - 3 276 3 266 $ - 8 266
Income from liquid asse! trading activities - 116 116 - 202 202
Charges on bomowings (139) {63) {202) {128) 73) (201)
income from equily investments 208 - 208 240 - 240
Provision for {release of provision for) losses

on loans and guarantees ®) - 8) 22 . 22
Service fees 13 - 13 k] - 9
Administrative expenses {151) @ (153) {117) 3) (120)
Other income (expenses) 32 12 44 8 - 8
Income before expenditures for advisory services,

expendltures for performance-based grants, grants

to IDA and net gains {losses)} on other non-trading

financial Instruments accounted for st fair vatue 3] 63 294 300 126 426
Expenditures for adviscry services (17 - a7 (20) - (20)
Expenditures for performance-based grants - - - - - -
Grants lo IDA (500) - {500) {150) - {150)
Net gains (losses) on other non-trading finandal

Instruments accounted for at fair value 49 125 174 29 {2y 1
Net income (loss) 3. (237) § 188 § _ (49) $§ 150 §_ 104 § 263

Nine months ended March 31,
2007
Client Treasury Client Treasury
gervices _ gervices Totat services  services  Tolal

Interest and financial fees from loans and deb! securities s 869 $ - 8 869 s 799 § - 8 799
Income from fiquid asset trading activities - 604 604 - 559 559
Charges onborowings L (19 (622)____ _ (37T4)_ . {27) _____(601) . _ ... |
Income from equity investments 1183 - - 1.183 09 - 1.997
Provision (o {releass of provision for) losses

on loans and guarantees () - 9 51 - 51
Service fees 42 - 42 30 - 30 .
Administrative expenses (433) (8) (439) (357) (6) {363)
Other income {(expensas) (1} 12 11 22 - 22
Income before expenditures tor advisory sarvices,

expanditures for performance-basad grants. grants

to IDA and net gains (losses) on other non-trading

financial Instrumaents accounted for at falr value 1,220 419 1,839 2,168 328 2,494
Expenditures for advisory services (65) - {65) (59) - {59}
Expenditures for performance-based grants {1) - (1) - . -
Grants to IDA {500) - {500) (150) - (150}
Net gains {losses) on cther non-trading finandal

instruments accounted for at fair value 66 137 203 {101} £9 {32}
Net Income §_720 5 55 $ 1276  §_18% 3 395
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NOTE H - RETAINED EARNINGS DESIGNATIONS AND RELATED EXPENDITURES

As of June 30, 2007, IFC had designated retained eamings in the cumulative amount of $580 million for advisory services. IFC had recognized
cumulative expenditures of $189 million through June 30, 2007, At Juna 30, 2007, retained eamings designated for advisory services tataled
$381 mition. IFC has recorded expenditures for advisory services totaling $17 milfion in the three months ended March 31, 2008 ($20 million -
three months ended March 31, 2007) and $65 million in the nine months ended March 31, 2008 {$59 milllon - nine months ended March 31,
2007).

As of June 30, 2007, IFC had designated retained eamings in the cumulative amount of $250 million for performance-based grants. IFC has
recognized cumutative expenditures of $35 million through June 30, 2007. At Juna 30, 2007, relained eamings designated for performance-
based grants totaled $215 million, IFC has recorded expenditures for performance-based grants totaling $0 in the three months ended March
31, 2008 ($0 - three months ended March 31, 2007) and $1 million in the nine moenths ended March 31, 2008 ($0 - nine months ended March
A, 2007).

As of June 30, 2007, IFC had designated retained oamings In the cumulative amount of $150 million for grants to IDA. IFC recerded a grant to
IDA of $150 milion in the year ended June 30, 2007. At June 30, 2007, retained eamings designaled for grants to {DA tolated $0. On March
18, 2008, IFC and (DA signed an agreement whereby IFC Is to provide a grant to IDA in the amount of $500 million for IDA to use in providing
financing In the form of grants in addition to loans, all in furtherance cf IFC's pumase as stated in its Artictes of Agreement. Accordingly, IFC
has recorded a granl expense in the amount of $500 million in the three months ending March 31, 2008 ($150 miltion - three months ended
March 31, 2007) and $500 million in the nine months ended March 31, 2008 ($150 million - nine months ended March 31, 2007).

On September 27, 2007, IFC's Board of Directors approved the designalions of $170 million of IFC's retained gamings for advisory services,
$100 miltion for 8 Global Infrastructure Project Development Fund, and $100 million for micro equity funds for Small and Medium Enterprise
development in IDA countries concluded in the three months ended September 30, 2007, and $500 million for a Private Sector Development
Grant program for the IDA15 replenishment to be condluded in the year ending June 30, 2008.

On October 22, 2007, IFC's Board of Governors noted with approval the designations of relained eamings approved by IFC's Board of
Diractors on September 27, 2007,

Designated retained eamings at March 31, 2008 and June 30, 2007 may be summarized as follows (US$ millions):

March 31, 2008 June 30, 2007

Advisory services $ 496 $ ki)
Performance-based grants 214 215
Global infrastructure Project Development Fund 100 -
Micro equity funds for Small and Medium Enterprise development in IDA countries 100 - -
Total designated retained eamings T 5608

NOTE | - PENSION AND OTHER POST RETIREMENT BENEFITS
I8RO, IFC and MIGA participate in a defined benefit Staff Relirement Plan (SRP), a Retired Staf Benefits Plan (RSBP) and a Post-
Employment Benefits Plan (PEBP) that cover substantially all of their staff members.

All costs, assets and liabilities associated with these pension plans are allocated between IBRD, IFC and MIGA based upon their employees’
respectiva participation in the plans. Costs allocated to 1BRD are then shared between IBRD and |DA based on an agreed cost sharing ratio.
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The following tables summarize the benefit costs associated with the SRP, RSBP, and PEBP for IFC for the three and aine months ended
March 31, 2008 and 2007 (US$ millions):

Three months ended March 31,
2008 2007
SRP RSBP PEBP SRP RSBP PEBP

Benofit cost

Servica cost s 16 $ 2 1 3 14 § 2s 1

Interest cost 23 3 1 21 2 ’

Expected retum on plan assets {42) (4} - (36) (3} -

Amortization of prior service cost - - - 1 ‘ *

Amortization of unrecognized net loss - - - . h| :
Net parlodic penslon cost (income) 3 {3 8 i 8 2 8 -3 2 3 1
* Less than $0.5 million

Nine months ended March 31,
2008 2007
SRP RSBP PEBP SRP RSBP PEBP

Bonofll cost

Service cost $ 48 3 63 3 3 4§ 6 3 3

Interest cost 69 9 3 64 7 1

Expected return on plan assets {126} {12} - (109) (9) ‘

Amortization of prior service cost . - . 1 . .

Amortization of unrecognized net foss - . : . 2 .
Net pariodic penslon cost (income) 3 (9} & 1 s _f % - 3 A3 4
* Less than $0.5 million

At March 31, 2008, the estimate of the amount of contributions expected to be pald to the SRP and RSBP for IFC during fiscal year 2008
remained unchanged from that disclosed in the June 30, 2007 consolidated financial statements: $30 million for the SRP and $8 mitlion for the
RSBP,

NOTE J - CONTINGENCIES

In the nomal course of its business, IFC is from ime to time named as a defendant or co~defendant in various lega! actions on different grounds
in varigus jurisdictions. Although there can be no assurances, based on the information cuently available, IFC's Management does not believe
the outcome of any of the various existing legal actions will have a material adverse effect on IFC's financial position, results of operations or
cash flows.

NOTE K —~ VARIABLE INTEREST ENTITIES AND OTHER CONSOLIDATED INVESTMENTS

An enlity Is subject to FIN 46R and is called a variable interest entity (VIE} If i} lacks: (1) equity that is sufficient to permit the entity to finance
its activilles without additional subordinated financial support from other parties; or (2) equity investors who have dedision-making rights about
the entity's operations or who do not absorb (he expected losses or receive the expected retums of the entity proportionally to their woting
rights.

A VIE is consclidated by its primzry benaficiary, which is the party invoived wilh the VIE that absorbs a majority of the expected lesses or
receives a majority of the expecied residual retums or both. The primary beneficiary is required to inilially measure lhe assets, liabilites and
noncontrolling interests of the VIE at thelr carrying amounts at the date on which it first became the primary beneficiary. Because certain VIEs
were created prior to the Issuance of FIN 46R, it may not be practicable to determine the canying amounts of the assets, liabilities and
noncontrolling interests at the Initial date, and in such cases, the primary beneficiary must measure the assets, liablitles and noncontrolling
interests at their falr values on the date FIN 46R is first applied. The primary beneficiary is also required to disclosa information about the
nalure, purpose, size, and activities of the VIE, and collateral and recourse creditors may have against the VIE.

An enterprise may hold significant variable interests in VIEs, which are not consolidated because the enterprise is not the primary beneficiary.
In such cases, the entemprise is required to disclose information about its involvement with and exposure to the VIE, and about the nature,
purpose, size, and activities of the VIE.
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An enterprise s not required to apply FIN 46R to certain entities if, after making an exhaustive etfort, it is unable to obtain the information
: necessary to: (1) determine whether the enlity is a VIE; (2) determine if the enterprise is the primary beneficiary of the possible VIE: or (3)
i perform the accounting required to consolidate a possible VIE. In such cases, the enterprise is required to disclose the number of enlities to

which FiN 46R is not being applied, why the information required to apply FIN 46R is not avaltable, the nature, purpose and activiies of the

entilies to which FIN 46R is not being applied, and the enterprise's maximum exposure to the entities to which FIN 46R is not being applied.

IFC has identified five VIEs in which IFC is deemed to be the primary beneficiary at March 31, 2008,

, Two of lhe VIEs have been consolidated into IFC's consolidated condensed financial statements as of March 31, 2008. Both consolidated
VIEs are in the Collective Investment Vehicles sector in the Latin America and Caribbean region.

The remaining three VIES in which IFC is deemed to ba the pimary beneficiary have not been consolidated Into IFC’s consolikiated condensed
financial statements, as they are significantly impaired and Information requlred to apply the provisions of FIN 46R is not available. IFC's net
investment in these three entities totals $1 million, virtually all in the primary metals sector in the Asia region. Based on the mas! recent financial
data available, total net assets of the three entities is $6 million,

As 2 result of the consolidation of the two investments described above, IFC's consolidated condensed balance sheet at March 31, 2008
includes additional assets of $19 million in equity investments ($12 million - June 30, 2007), $0 in receivables and other assets {$3 million -
June 30, 2007), and additional liabilities of $4 million in payables and other labilities ($4 milfion - June 30, 2007).

Other income during the three months ended March 31, 2008 includes $0 of income from consolidated entities (33 million - three months
ended March 31, 2007) and $6 million during the nine months ended March 31, 2008 (36 million - nine months ended March 31, 2007). Other
expenses during the three months ended March 31, 2008 inciudes $0 of expenses from consolidated entities ($0 - three months ended March
31, 2007) and $1 million during the nine months ended March 31, 2008 ($0 - nine months ended March 21, 2007).

[FC has identlfied 39 investments in VIES in which IFC Is not the primary beneficiary but in which it is deemed to hold significant variable
interests at March 31, 2008 (27 - June 30, 2007). Based an the most recent available data from these VIEs, the size induding committed
funding of the VIEs in which IFC is deemed to hold significant variabie interests totated $2,818 million at March 31, 2008 ($1.639 million - June
30, 2007). IFC’s total investment in and maximum exposure lo loss to these investments in VIEs in which 1FC is deemed to hold significant
variable interests, comprising both disbursed amounts and amounts committed but not yet disbursed, was $602 million at March 31, 2008
($267 million - June 30, 2007). The regional and sectora! analysis of IFC's investments in these VIEs al March 31, 2008 is as follows (US$

millions): .
March 31, 2008
Equity Debi
Loans Guaran securities Total
Latin America and Caribbean $ 22T % 50 §$ - 3 - $ rigs
Europe and Cenfral Asia 140 a3 - - 173
Asia 56 37 - - 93
Sub-Saharan Africa 14 12 4 - 30
Other 6 - - 16 22
Middle East and North Africa B - - - 8
Total VIE Investments $__451 § 132 3 4 $___18 i__ 603
_March 31, 2008
Equity Debt
Loans investTents  Guarantees securties Total
Finance and insurance s 170 § 24 3 4 3 16 $ 214
i - e Utllitles and Oll, gAS N MiIiNG: e == o o L L e S SR e e g e — e e gy s =

Transportation and warchousing a2 - - - a2
Collective Investiment vehicles - T - - A
Industral and consumer products 65 4 - - 69
Other 29 16 - - 45
Agriculture and forestry 1 - - - 1
Air transportation 8 - - - 8
Total VIE Investrments $__ 451 § 132 § 4 5 d6 S$_. 603
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NOTE L — THE FAIR VALUE OPTION AND FAIR VALUE MEASUREMENTS

Effective July, 1. 2007, IFC adopted the SFAS No. 157 and SFAS No. 159, SFAS No. 157 defines fair value, establishes a framework for

measuring fair value and a fair value hierarchy that pricritizes the inputs to valuation techniques used to measure fair value into three broad !
levels and applies to all items measured at fair value, Including items for which impainment measures are based on fair value. SFAS No. 159
permits the measurement of eligible finandal assets, financial liabilites and firn commitments at fair value on an instrument-by-instrument
basis, that are not otherwise permitted to be accounted for at fair value under other accounting standards. The election to use the Fair Valug
Option Is avallable when an entity first recognizes a financial asset or liability or upon entering into a firm commitment. Additionally, SFAS No.
159 allows ftor a one-time election for existing positions upon adoption. SFAS No. 157 and SFAS No.159 are to be applied praspectively. The
cumutative etfect of remeasuring items for which the Falr Value Option has been elecled effective July 1, 2007 has teen reported as an
adjustment to the July 1, 2007 balance of retained eamings,

Tho Fair Value Oplion

Eftective July 1, 2007, IFC elected the Fair Value Option for certain bomowings, invastments in equity instruments that would otherwise require
equity method accounting, investments in equity investments with more than 20% ownership where IFC does not have significant influence
and all other finandial interests (loans) in the entities in which IFC has an equity investment that would otherwise require equity method

accounting.

All borrowings fer which the Fair Value Option has been elected are associated with existing derivative instruments used to create a fair valua-
like or cash flow-like hedge relationship, a substantial amount of which were designated as accounting hedges in acoordance with SFAS No.
133. Measuring at fair value those borrowings for which the Fair Value Option has been elected at fzir value will mitigate the eamings volatility
caused by measuring the borrowings and related derivalive differently (in the absence of a designated accounting hedge) without having to
apply SFAS No. 133's complex hedge accounting requiremeants. The Fair Value Qption was nol alected for all bartgwings from [BRD and all
other marke! borrowings because eamings votatility is not a congem in those cases.

Measuring at fair value those equity investments that would otherwise require equity method accounting simplifies the acoounting and renders
a carrying amount on the consolidated condensed batance sheet based on a measure (fair value) that IFC considers superior to equity method
accounting. For the investments that otherwise would require equity method accounting for which the Fair Value Option is elected, SFAS No.
159 requires the Fair Value Option t0 also be applied to ali eligible financial interests in the same entity. IFC has disbursed loans to certaln of
such invesiees, therefore, the Fair Value Option was afso applied to those loans effective July 1. 2007. IFC elected the Fair Value Optlon for
equity investments with 20% or more ownership where it does not have significant influence so that the same measurement method {fair
value) will be applied to all equity investments with more than 20% ownership.

Fair Value Measurements

SFAS No. 157 defines fair value as the price thal would be received to sell an assel or transfer a Hability (i.e., an exit price} in an orderly
lransaction between independent, knowledgeable and willing market participants at the measurement date assuming the transaction occurs in
the entity's principal {or most advantageous) market. Fair value must be based cn assumptions markel participants would use (inputs) In
determining the price and measured assuiming the highest and best use for the asset by market participants. The highest and best use of the
IFC assets and liabilities measured at fair value is considered to be in-exchange, therefore, their fair values are delermined based on a
transaction to sell or transfer the assel or Hability on a standatone basis. Under SFAS No. 157, fair value measurements are nol adjusted for
fransaction costs.

The fair value hierarchy established by SFAS No, 157 gives the highest priority to unadjusted quoted prices in aclive markets for identical
unrgstricted assets and liabiliies (Level 1), the next highest pricrity to cbservable market based inpuls or unobservable inputs that are
commoborated by market data from Independent sources (Level 2) and the lowest priority to unobservable inputs that are not comoborated by
market data {Levet 3), Fair value measurements are required to maximize the use of available observable inputs.

Level 1 primarily consists of finandial instruments whose values are based on unadjusted quoted market prices. It inchudes IFC's equily
investments, government issues, money marke! funds and borrowings that are listed on exchanges.

Level 2 includes financlal instruments that are valued using models and other valuation melhodologies. These models consider varous
assumptions and inputs, including Ume value, yield curves, volalility factors, prepayment speeds, default rates, loss severity and current
market and contractual pricing for the underlying asset, as well as other relevant econcmic measures. Substantially all of these Inputs are
observable in the market place, can be derived from observahle data or ate supported by cbservable levels al which markat transactions are
executed. Finandial instruments categorized as Level 2 include non-exchange-traded derivatives such as interest rate swaps, cross-cumency
swaps, cerlain asset-back securities, as well as the portion of IFC's bomowings not included in Level 1,

Lavel 3 consists of financial Instruments whose fair value is estimated based on internally developed models or methodologies ulilizing
significant inputs that are generally less cbservable. It also Indudes financial instruments whose fair value fs estimated based on price
information from independent sources that cannot be comoborated by observabla market dala. Included in Lavet 3 are the majority of equity
investments for which IFC has elected the Fair Value Option.
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The following table provides the camying amounis immediately before and after applying the Fair Vatue Option and SFAS No. 157 and the
cumulative adjustment to relained eamings and accumufated other comprehensive income as of July 1, 2007 (US § milions).

July 1, 2007
Carrying amount Camying amoun!  Net gain (loss)
pror to adontion ___afler adoption . _on adgption.
Loans $ 11,818 ] 11,817 $ M
Equity investments accounted for at fair value in accordance
with the Fair Value Option 654 936 284
Transfer of amounts previously reported in accumuiated other comprehensive
income related to equlity investments previously accounted for under the
equity method now accounted for in accordance with the Fair Value Option 2
Bormowings from markel sources (15,817) {15,667) 150
Cumulative affect of adoption of SFAS No. 159 on retained earnings 3 435
Equity investments accounted for at fair value as available-for-sale $ 837 $ 3,762 $ 2,925
Transfer of amounts previousty reported in accumulated other comprehensive
income related o equity Investments previously accounted for under the
equity method now accounted for in accordance with the Fair Value Option I ¥ 5 |
Cumulative effect of adoption of SFAS No. 157 on accumulated other
comprehensive Income $_ 2323

The following tables provide information as of March 31, 2008 about IFC's financial assets and financial liabilities measured at fair value on a
recurring basis. As required by SFAS No. 157, financial assets and financial liabilities are classified in thelr entirety based on the lowest level
input that is significant to the fair value rmeasurement (US$ millions):

Al March 31, 2008
Levell _ Lovel 2 _Loveld Total _
Trading securities $ 6,192 $ 5,389 $ 436 $ 12,017
Loans (outstanding principal batance $25) - - 24 24
Equity iInvestments 3,850 - 1,402 5252
Debt securities - - 1,566 1.566
Derivative assets - _1972 312 2084
At March 31, 2008
Lavel 1 Lovel 2 Level3 Total__
Bomowings (outstanding principal balance $20,560) $ 7.651 $ 11,568 $ - $ 19,219
Derivalive liabilities - 1,498 15 1,513
Total liabilities at fair value $__ 7651 8§ 13066 0§ 15 0§ 20,732

* includes discount notes with principal due at maturity of $1,781 with a fair value of $1,254 as of March 31, 2008
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The follawing table presents the changes in the canmrying value of IFC's Level 3 financial assets and finandial liabilities for the three and nine
months ended March 31, 2008 (US $ milllons):

Level 3 financial assets and financial flabilities
threa and nine months ended March 34, 2008

Trading Equity Debt Derivative  Derivative
seocurities Loans in socuri assets liabif
Balance as of July 1, 2007 $ 65747 § 28 $ 1824 § 733§ 60 § 3
Total gains (losses) (realized and ynrealized) for
the six months ended December 31, 2007 in:
Net income (89) 2 173 14 35 9
Other comprehensive income - - 686 38 - -
Purchases, issuances and settliements (1,499) (8) 123 687 - -
Transfers in (out) of Level 3 36 - (229) - - -
Balance as of December 31, 2007 5195 $ 22 § 2577 §$ 1472 % 95 § 12
Total gains (osses) {realized and unrealized) for
the three months ended March 31, 2008 In:
Net income (loss) {18) 2 7 (15) 17 3
Other comprehensive income (loss) - - (98) 8 - -
Purchases, issuances and setlements (67) - (45) 101 - -
Transfers In (out) of Level 3 {4.674) - {1,039) - - -
Balance as of March 31, 2008 § 43 3 24 3§ 1402 $__1566 § 112 §£ 15
For the nine months ended March 31, 2008:
Unrealized gains (lesses) indluded in netincome s g9 S ) 3 43 - 8 53 §$ 12
Unrealized gains included in other comprehensive income  § - 8 - 3 603 ¢ 55 § - 8 -

Gains (losses) realized and unrealized, from trading securities, loans and equity instruments included in net income fer the period are reported
on the consolidated condensed income statement in Income from liquid asset trading activilies, interest and financial fees from loans and debt
securities and income from equily investments, respectively.

As of March 31, 2008, equity investments, accounted for at cost, less Impalrment, with a carrying amount of $40 million were written down to
their fair value of $30 million pursuant to EITF 03-1 - The Meaning of Other-Than-Temporary Impairment and is Application to Cartain
Investments, resulting in a loss of $10 million, which was included in income from equity investments in the consolidated condensed income
statement during the nine months ended March 31, 2008. The amount of the write down is based on a Level 3 measure of fair value.

NOTE M - RESTATEMENT

Historically, IFC has not bifurcated certain embedded derivatives or accounted for cerlain derivatives associated with its loans, debt securities
and equity investments. These comprise put options, call options, income participation features, prepayments, wamrants and loan conversion
features. IFC has determined thal, in accordance with SFAS No. 133, certaln of these should have been accounted for as derivatives,
resulting in the recording of derivative assats and liabilities, measured a! falr value. This application of SFAS No. 133 resulted in a
restatament of previously reported resuils. This restatement, necessary to comect the historical application, resulted in an increase in nel
tincome of $2 million for the three months ended March 31, 2007 and a decrease in net income of $115 miilion for the nine months ended
March 31, 2007 presented in these consolidated condensed financial statements.

IFC has also datermined that, in accordance wilh SFAS No 115, certaln loans in the amount of $94 million at June 30, 2007 should have been
reclassified as debl securities. IFC has further determined that the carrying value.of debt.securities. should. have been decreased by $16

= “milion af June 30, 2007 to reRect fair valie at thal date. These applications of SFAS No. 115 resuited In a restaternent, necessary to comect

the historical agplication, of previously reported other comprehensive income of $34 milllon and $54 million for the three and nine months
ended March 31, 2007 presented in these consclidated condensed financiat statements.
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The following table summarize the effect of the restatement on IFC's consolidated condensed income statement for the three months ended
March 31, 2007 presented in these consolidated condensed financial statements (US § millions):

- Three months ended March 31, 2007

As proviously
reported Adjustments As restated
Income Statement:
Other income
Foreign cumency transaction (losses) gains on non-trading activities $ 5 $ (6] 5 -
Total other income 28 {3) 23
Other expenses
Foreign currency transaction (losses) gains on non-trading activities - (2) {2)
Total other expenses (124) (2 (126)
Income before expenditures for advisory senvices, perfformance-based
grants and net gains (losses) on other non-trading financial instruments
accounted for a4 tair value 433 N 426
Net gains (losses) on other non-trading finandial instruments accounted
for at fair value (2} 9 7
Net income 261 2 263

The following tables summarize the effect of the restaterment on IFC’s consolidated condensed incomae statement and consolidated condensed
statement of cash flows for the nine months ended March 31, 2007 presented in these consolidated condensed financial statements (US §
millions):

Nine months ended March 31, 2007

As previously
reported Adjustments As restated
tncome Statement:
Other Income
Foreign cumrency transaction (losses) gaing on non-trading activities $ 12 s (12) s -
Total other income 76 (12) 64
Other expenses
Foreign currency transaction (fosses) gaing on aon-trading aclivities - 1 1
Total ather expenses (376) 1 {375)
Income before expenditures for advisgry services, performance-based
grants and net gains (losses) on other non-trading finandal instnuments
accountad for at fair value 2,505 {11) 2494
Net gains (losses) on other non-trading finandial instuments accounted
for at fair value 72 (104) (32)
Net income 2368 (115) 2,253
Staternent of Cash Flows:
Loan disbursements (3.724) 207 {3,517)
Equity disbursements (610} 39 {571)
investments in debt securities - {246) (245)
L.oan rapayments 1,795 {3) 1,792
Equity redemplions 1 - 1
Debt securities repayments - 3 3
Net income 2,368 (115) 2,253
= _Agl'!smem rﬁm&f}ﬂlﬂ_ﬂﬁllm}one} mhp!ovid_o_d_gy_(u@g_[n) R e TR TR S E TR o - e A TRAS S E T e L= ===
TT T operaling activities: 0 T -
Foreign currency transaction losses (gains) on non-trading activities (12) 1 )
Net lossas (gains) on other non-trading financial instruments accounted
for at fair value T2 104 32
Change in payables and other liabilites 1,140 40 1,180
Change in receivables and other assets (762) {40) {802}
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The following tables summarize the effect of tha restatement on IFC's consolidated condensed balance sheet as of June 30, 2007 presented
in these consclidated condensed financial statements (US $ millions):

As of June 30, 2007
As previously
reported Adustments Asrestated
Balance Shest:
Assets
Loans . $ 12,744 $ (04) $ 12,650
Net toans 14,912 (s4) 11,818
Debl securilies 655 78 e
Total investments 15812 (16) 15,796
Derivative assels 1,086 85 1,151
Total assets 40.550 49 40,599
Liabilities
Derivative liabifities 1,123 162 1,285
Total liabilities 26,420 162 26,582
Capital '
Accumulated other comprehensive income 436 6 442
Retained eamings 11,329 (119) 11,210
Total capital 14,130 (113) 14,047

Total Kabilities and capital 40,550 43 40,599
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REPORT OF INDEPENDENT ACCOUNTANTS

President and Board of Govemors
International Finance Corporation

We have reviewed the accompanying consolidated condensed balance sheet of International Finance
Corporation (IFC) as of March 31, 2008, and the related consolidated condensed income statements and the
consolidated condensed statements of comprehensive income for the three-month and ninc-month periods
ended March 31, 2008 and 2007, and the consolidated condensed statement of changes in capital, and of
cash flows for the nine-month periods ended March 31, 2008 and 2007. These consolidated condensed
interim financia! statements are the responsibility of [FC’s management.

We conducted our reviews in accordance with the standards established by the American Institute of
Ccrtified Public Accountants. A review of interim financial information consists principally of applying
analytical procedures and making inquiries of persons responsible for financial and accounting matters. It
is substantially less in scope than an audit conducted in accordance with auditing standards generally
accepted in the United States of America, the objective of which is the expression of an opinion regarding
the financia) statements taken as a whole. Accordingly, we do not express such an opinion.

Based on owr reviews, we are not awarc of any material modifications that should be made to such
consolidated condensed interim financial statements for them to be in conformity with accounting
- principles generally accepted in the United States of America.

We have previously audited, in accordance with auditing standards generally accepted in the United States
of America, the consolidated balance sheet, including the statement of capital stock and voting power, of
IFC 23 of June 30, 2007, and the related consolidated income statement, ‘consolidated statements of
comprehensive income, of changes in capital and cash flows for the fiscal year then ended (not presented
herein); and in our report dated August 2, 2007 (February 11, 2008 as to the cffect of the restatement
discussed in Note X to the consolidated financial statements as of June 30, 2007), we cxpressed an
unqualified opinion on those consolidated financial statements. In our opinion, the information set forth in
the accompanying consolidated condensed balance sheet as of Junc 30, 2007 is fairly slatcd in all material
respects, in relation to the consolidated balance sheet from which it has been derived.

_As discussed in_ 1_Note.M to the consolidated condensed interim_financial, statements,_the. accomponying ...
consolidated condensed financial statements for March 31, 2007 have been restated.

As discussed in Note L to the consolidated condensed interim financial statements, effective July 1, 2007,
[FC adopted SFAS No. 157, “Fair Value Measurement” and SFAS No. 159, “The Fair Valuc Option for
Financial Assets and Financial Liabilities- Including an amendment of FASB Statement No. 115.”

Nelotl ~ “Zobie ¢ »

May 14, 2008

Member of
Dalcitte Touches Tohmatsu
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INTERNATIONAL FINANCE CORPORATION

Reporting to SEC on New and Matured Borrowings

Quarter by Month
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