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. . . Page 1
. INTERNATIONAL FINANCE CORPORATION

CONSOLIDATED CONDENSED BALANCE SHEETS

as of March 31, 2008 {unaudited) and June 30, 2007 {unaudiled)

(US$ millions)
arch 3 - dune3d___
(As restated)
Assets
Cash and due from banks ....cooevvrnreeerreserinnrnennn reerermemerasaeseeeenereserrerasressasrases B 386 $ 382
Time deposits . 9,582 4,979
Trading securities - Note L 12,017 14,297
Securities purchased under resale agreemems .393 230
Investments - Note C, L
Loans ($24 - March 31, 2008 and $0 - June 30, 2007 at fair value) {net of
reserves againsi losses of $818 - March 31, 2008 and $832 - June 30, 2007) ......c........ 13,495 11,818
Equity investments (35,252 - March 31, 2008 and $0 - June 30, 2007 at falr varue} 7,676 3,245
Debt securities e EENLR44S84tean ke aenran vrnes ahe debnr aneeeneaesane rxtsera rRmarE senped b eRESELE 1,566 733
Total mmtmems . 22737 3579
Dervative A3SIS - NOIE L .-cvvmrierimemeceieecsmeieeeisesreseer s ssenssaesssnsns sremenn 2084 1,151
RELEIVADIES BNA OMIEF SBBIS o.iiieircecceecreesvrrrerinsieeereeses s ressassssess s s sasessres b b d e e dnmannnns 4,638 3764
Total assets ...........ccoeeeeis e 51 837 S 40599
Llabilities and capital
Liabilities
Securities sold under repurchase agreements and payable
for cash collateral received ..., . $ 6,083 H 4973
Bomowings outstanging - Note L
Fram market sources ($19,219 - March 31, 2008 and
$0 - June 30, 2007 at fair value) Cetseeraraeseerereasehe e bt asaaas s ee s ba bt bim et en st anen 19,625 15,817
From Intemational Bank for Reconstrucﬁon and Devetopmenl ....................................... 54 62
Total borrowings .. . 19,679 15,879
Derivative Habilittes - Note L ..... 1,513 1,285
Payables and other liabillties .. . " 5788 4445
Total fiabllities 32,063 26,582
Capital
Capital stock, authorized 2,450,000 shares of $1,000 par value each
Less: Portion not yel pald. " [4))]
. e Total capital stock .. ..2365_ . . . . .2365 .
Accumulated other oornprehenswa income ..... 3488 442
Retained eamings .........coevmvenmmmeremion.. et er s rpepeeenneeatesaR e b harnn 12,921 11,210
Totalcapital .............cccnmeereen. rrressasanenrrasassansarans 18,774 14017
Total liabilitles and capital ....... e 8 51,837 § 40539
The notes Lo consafidated ¢ondensed financial statements arg an intogral part of thass statements.




INTERNATIONAL FINANCE CORPORATION

Page 2

CONSOLIDATED CONDENSED INCOME STATEMENTS

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

(US$ millions)
Three months ended Nine months ended
March 31, March 31,
2008 2007 2008 __2007 __
(As restated) (As restated)
Interest and financial fees from loans and debt SBCURLIES ..............ccococeevvrernainens 5 276§ 266 $ 869 $ 799
Income from liquid assel trading aclivities - Note B 116 202 604 559
Charges ON DOMOWINGS .....cccoovveee ittt ceee e e eseresrssrrsasasssanss et ssassrasssssessasases (202) {201) (622} {p01}
Income from equity investments - NOIB B ... cesessssssenisserssssnn 208 240 1,183 1,997
{Provision for) release of provision for losses on loans and guarantees - Note € .. {8) 22 (S) 51
Incoms from loans, equity investmants, debt securities and liquid
asset trading activities, after (provision for) release of provislon
for lossas on loans and guarantees 390 529 2,025 2,805
Other income
Servicefees .............. 13 9 42 30
Other ......... .. 16 14 42 H
Total other lncome .............. 29 23 84 84
Other expenses
Administrative expenses ..... 153 120 439 353
Expense from pension and other pastmt!rement benefit plans .......................... - 3 - 10
Foreign currency transaction losses (gatns) on nm-lradmg activities .. (26) 2 27 m
Other {2) 1 4 3
Total other oxpensos ........... 125 126 470 37s
Income bafore expendIitures for advisory services, expenditures for
performance-based grants, grants fo IDA and net gains (fosses) on
other non-trading financial Instruments accounted for at fair value....... 204 426 1,639 2,494
Expenditures for advisory Services - NOt@ H........cocoveeeriieececcsscnesereseen e sosens (17 (20} (65) (59)
Expenditures for performance-based grants - Note H..............coocviviiciiicsnacnens - - (1) -
Granis t01DA - NOW H.......c.....cocerrcrenreresnesmnniastsssssecsnecmscs crsssssssssseressmesesmssssnsnsran (500) (150) (500) {150)
Income (toss) before net gains (losses) on other non-trading financial
Instruments accounted for at falr value .........................coveenencasienisomenens (223) 256 1.073 2,285
Net gains {losses) on other non—tradlng financial instruments et mme
17— 7~~~ aceounted for al fair valug = Note'F : e e eeeatasn 174 7 203 (32)
Mot Incomo (08B} .......cccccceviiniins s - S [ ):) B 1 263 3 1276 3 2253

The notes to consolidated condensed financial siatements are an integral part of these statements,
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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$ millions)
Three months ended Nine months ended
March 31, March 31,
2008 2007 2008 __ 2007
{As restated) (As restated)
Nat income (1088) .........cccecovceeerivmreecnneriee. rerresnirsess § (49) $ 263 $ 1,276 § 2,253
Qther comprehensive income {loss)
Unrealized gains (losses) on debt securities acoounted for as available-for-sate {16) 33 22 §1
Unrealized gains (losses) on equily investments accounted for as available-for-sale  {844) - a9 -
Unrecognized net actuarial gains and
unrecognized prior service credits on benefit plans ........cccvvveieeeeeiiviesieiieen 1 . 2
Translation adjustments on investments accounted for under the equity method - 1 - 3
Totat comprehensive Income (loss) ... cememevemrrereens B {908) % 297 s 1,099 § 2307

The notas to consolldated condansed financial statements ara an integral part of these statements.
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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)

Retained gamings
Accumutated

other
comprehensive

esignated Desianated Total income

Capital
Undesigna ota 1
{As restated) (As festated) (AS restated) (As restated)

stock ! Total |
(As restated) (As restat%j

AtJune 30, 2007 ......ccoveiiricrrneniiinanes $ 10,604 § 606 $11,210 § 442 $ 25 $ 14017
Cumulative effect of adoption of
SFAS No. 157 - Note & ......cvnnne 2,925 2925
Cumulative effect of adoption of
SFAS No. 159 -Note L ..oooooirirnnnees 435 435 {2) 433
At Juna 30, 2007 after cumulative
eftect adjustments ........................ $ 11039 % 606 311645 § 3,365 $ 2,365 $ 17375
Nine months ended March 31, 2008
NeliNCOME ......cerienerrem e sieines 1276 1.276 1,276
Other comprehensive incoma ............ 123 123
Expenditures against designated
retained eamings - Note H ............ 566 (566) - -
Designations of
retained eamings - Note H ... {870) 870 - - —_—
At March 31,2008 ...................... $_12011 & a1 $12821 & 3,488 $_23685 $_1877T4
At Juned0,2006...............oueurn.nn. 7868 § a5z $ 8720 § 57 $ 234 $ 1,14
Nine months ended March 3, 2007
MNetincome ............cevvvveeemvreeieenes 2253 2,253 2,253
Other comprehensive income ............. 54 1 55
Expenditures against designated
retained eamings - Note H ............ 209 {209) - -
At March 31, 2007 ..............ccc... 4 10330 3 643 530971 §,_ I &__2365 13449

' Capital stock includas payments received on account of pending subscriptions.

The notes to consolidated condensed Bnancial statements are an integral part of these stalements.
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INTERNATIONAL FINANCE CORPORATION

CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS

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

(US$ millions) |

2008 2007
{As restated)
Cash flows from loans, equity and debt securlty Investment activities
Loan dishursements . SR | {3,390} $ A.517)
Equity disbursements . et e s e ene {1,243) (571)
Investments in debt secudues (856) (246)
Loan repayments .. 1,975 1,792
Equity redempllons et ss rer ettt e . 15 1
Debt SECUMLES MEPAYINENTS.....c.vvurieeeass e arsessessrasesssss o ssarssrasseess esermresssssessassmessens 2 3
Sales of loans ... 29 - |
Sales of equity mvestments ..... . 1.086 2211
Sales of debt securities .. . 72 —_—
Net cash used in investing actlvllies {2310) [327)
Cash fliows from financing activities
Drawdown of bOmOWINGS ..o renrmre e eemae e 4,253 1,297
Repayment of borowings (1.251) {1.130)
Capital subscriptions ... . ——— = I |
Nt cash previded by financing activities .. — 3002 168
Cash flows trom operating activities
Netincome .........coeeeee 1,276 2,253
AdJustments to recondile nelincome to nel wsh prowded by (used in) operatmg actmlles:
Realized capital gains on equity sales .. (843) (1,780}
Unrealized gains on equity invesmenls ...... (142) -
Income from investments accounted for under the equtty mMethod ... crrrcsnene e - 4
Equity investment impairment write-downs ........ B4 az
Provision for (release of provision for) losses on loans and guarantBes ................ceemeere ] (51) ‘
Foreign currency transaction losses (galns) on non-trading activities ................ 27 (1)
Nel losses (gains) on other non-trading financial instuments acoounted ior at farr va!ue... - {203) 3z
Change in accrued incoms on loans, tme deposus and securities ........................... roreseennn {90) (5)
Change in payables and ather liabiiies ............. 1,423 1,180
Change in receivables and other assets ....... (760} (802)

Change in trading securities and securities pum}tased and sold undor
resale and repurchase agreements .. ST
Net cash provided by operating acuvltles

Change in cash and Cash @QUIVAIENES ..........c.oeruemeieeereees e csrenssnerecsssnsss s s e ses e tnmstoen
Effect of exchange rate changes on cash and cash equivalents .......... .
Net change In cash and cash equivalents .

Beginning cash and cash equivalents ...,

Ending cash and cash aquivalents ...........coviinicnnisianin

Compaosition of cash and cash equlvalenls
Cash and due from banks .,
Time depaosits ..
Total cash and cash equlvalents

Supplsmantal disclosure
Changa in ending balances resuling from exchanga rata fluctuations:
LoANS OUISLANGING -.oeeeeeeee e rrnsessnaera e reserens (435) $ {161}
Borrowings . . . - 1,055 263
Charges on bonowlngs paid net .. 582 560

Tha notes to consolidated condensed financial statements are an integral part of these statements.
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INTERNATIONAL FINANCE CORPORATION

NOTES TO CONSOLIDATED CONDENSED FINANCIAL
STATEMENTS (UNAUDITED)

PURPQSE

The Intemational Finance Corporation (IFC), an intemationa organization, was established In 1956 to further economic development in its
member countries by encouraging the growth of private enterprise. IFC is a member of the World Bank Group, which also includes the
Intemational Bank for Reconstruction and Development (IBRD), the Intemational Development Association (IDA), and the Multilatera!
Investment Guarantee Agency (MIGA). IFC's aclivities are dosely coordinated with and complement the overall development objectives of the
other World Bank Group institutions. IFC, together with private investors, assists In financing the establishment, improvement and expansion of
private sector enterprises by making foans and equity investments where sufficient private capial is net olherwise available on reasonable
terms. IFC's share capltal is provided by its member countries. It raises most of the funds for its investmeni activiies through the issuance of
notes, bonds and other debt securifies in the intemational capital markets. IFC also plays a catalytic role in mobilizing additional project funding
from other investors and lenders, either through cofinancing or through loan participations, underwritings and guarantees. In addltien to project
finance and resource mobilization, IFC offers an array of financial and technical advisory services to private businesses in the developing world
to increase thelr chanoes of success. It also advises govemments on how 1o create an environment hespitable to the growth of private
enterprise and foreign invesiment.

NOTE A~ SUMMARY OF SIGNIFICANT ACCOUNTING AND RELATED POLICIES

The consolidated condensed financlal statements includs the financial statements of IFC and two variable interest enfities (VIEs) (see Nota K).
The accounting and reporting paticies of IFC conform with accounting prindiples generally accepted in the United States of America (US GAAP).

Consoildated condensed financial statoments presentation — Certain amounts in the prior years have been redassified to conforn to the
current year's presentation.

The consolidated condensed financial statements ara presented in a manner consistent with IFC's audited consofidated financial stalements as
of and for the year ended June 30, 2007 and, in the opinion of the management, all adjustments (cansisting generalty of nommal recurring
accruals) necessary for a falr presentation of the financial position and the results of operalions for the interim periods have been made. The
consolidated condensed balance sheet as of June 30, 2007, included for comparative purpases only, is derived from thase audited consofidated
financial statements. For further information, refer to the consolidated finandal statements and notes thereto incduded in IFC's Annual Report for
the fiscal year ended June 30, 2007.

The results of operations for interim perlods are nol necessarily indicative of resuits to be expected for the year ending June 30, 2608,

Use of estimates — The preparation of the consolidaled congensed financial statements requires management t make estmates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and labilities at the date of the
consolidated condensed financial statements and the reported amounts of income and expense during the reporting periods. Actual resutts
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 valuss of all derivative instruments and refated finandal instruments in
qualifying hedging relalionships; and net periodic pension income or expense. There are inherent risks and unceriainties related to IFC's
operations. The possibility exists that changing economic conditions could have an adverse effect on the financial position of IFC.

IFC uses intemal models to determine the fair vaiues of derivative and other financial instruments and the aggregate level of the reserve against
losses on loans and impaimment of equity investments, IFC undertakes continuous review and respecification of these models with the objective
of refining its estimates, consistent with evoiving best practices appropsiate to Its operations. Changes in estimates resulting from refinements in
the assumptlions and methodologies incorporated in the models are reflected in net income in the period In which the enhanced models are first
applied. See Note L, for more information on IFC's use of fair value measurements.

Fair Value Option and Fair Value Measurements - IFC adopted the Finandial Accounting Standards 8cand's (FASB) Statement of Financial
Accounting Standards (SFAS) No. 159, The Fair Value Option of Financial Assets and Financial Uiabilities (SFAS No. 159 or the Fair Value

Option) as of July 1, 2007 and electad lo. apply the Fair Valug Option to the following financial assets and financial liabilltes existing at the ime_ .- -

"7 "of adoplion @nd entered into during the three and nine months ended March 31, 2008:

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

(ii) direct equily investments representing 20 percent or more ownership but in which IFC does not hava significant influence and certain
investments in Uimited Liability Partnerships (LLPs) and Limited Liability Corporations (LLCs) that maintain specific ownership accounts
and 'oans to such investees; and

(iif) all market borrowings, except for such borrowings having no associated derivative instruments.,

The reasons for electing the Fair Valus Option for these financlal assets and finandial liabililes and more information about the adoption of
SFAS No. 159 are discussed in more detail in Note L.

IFC also adopted SFAS No. 157, Fair Value Measurements (SFAS No. 157} effective Juty 1, 2007. SFAS No, 157 defines fair value, establishes
a framework for measuring falr value and a falr value hierarchy that priortizes inputs to valuation tachniques used o measure fair value.
Pursuant lo the adoption of SFAS No. 157, IFC now reports equity invastments that are listed 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 vatue
measurements 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 equity
investments, are expressed in US dollars at the exchange rates prevailing at March 31, 2008 and June 30, 2007. Disbursed equity investments,
other than Lhose accounted for at fair value are expressed In US doltars at the prevalling exchange rates at the ime of disbursement. Incoms
and expenses are recorded based on the rates of exchange prevailing at the Ume of the transaction. Transaction gains and losses are credited
or charged to income,

Loans — IFC originates loans to facilitate project finance, restructuring, refinancing, corporate finance, and/or other developmental objectives.
Loans are recorded as assets when disbursed. Loans are generally carried at the principal amounts outstanding adjusted for net unamortized
loan origination costs and fees. Itis IFC's practice to obtain collateral security such as, but not limited to, mortgages and third-party guarantees.
Effective July 1, 2007, certain loans are canded at fair value in accordance with the Fair Value Option as noted above {Note L).

(FC enters into foans with income participation, prepayment and conversion features; these features are accounted for in accordance with
Statement of Financial Accounting Standards (SFAS) No. 133, Accounting for Derivative Instruments and Hedging Activities as amended 1o the
exient thay meet the definitton of a derivative and are not considered to be clearly and dosely related to their host loan contracts.

Revenue recognition on loans — Interest income and commitment fees on loans are recorded as income on an acenual basis. Beginning 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 origination costs were expensed as Incurred, and loan origination fees were recognized
as income when received. The net of loan origination fees 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 pasl 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 nonactruat status
fs reversed out of income and is thereafter recognized as income onty when the actual payment is received. Interest not previously recognized
but capitalized as part of a debl restructuring is recorded as deferred income, included in the consolldated condensed balance sheet in payables
and other liatiliies, and c¢redited to Income only when the celated principal is received. Such capitalized interest is considered in the
computation of the reserve against losses on loans in the consolidated condensed balance sheet.

Rosorve against losses on loans — IFC recognizes impairment on loans nof carried at fair value in the consolidated condensed balance sheet
through the reserve against fosses on loans, recording a provision or release of provision for losses on loans in net income on a quarterly basis,
which increases or decreases the reserve against losses on loans. Individually impaired toans are measured based on the present value of
expected future cash flows to be received, observable market prices, or for loans that are dependent on collateral for repayment, the
estimated fair value of the collateral.

Management determines the aggregate level of the reserve against losses on loans, kaking into acocount established guidelines and its
assessment of recent portfolio quality trends. The guidelines include Intemal country and lcan risk ratings, and the impairment potential of the
{oan portfolio based on IFC's historical partfolio loss experience on mature loans,

The reserve against losses on loans reflects estimates of both probable losses already identified and probable losses inherent in the portfolio but
not specificatly identifiable. The determination of identified probable lasses represents management's judgment 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 amounts 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 probable losses. The risks inherent in
the portfolio that are considered in determining unidentified probable losses are those proven (o exist by past experience and indude: country
systemic rigk; the risk of comelation or contagion of losses between markets; uninsured and uninsurable risks; nonperformance under
guarantees and support agreements; and opacity of, or misrepresentation in, finandial statements.

Loans are written-off when IFC has exhausted afl possibie means of recovery, by reducing the reserve against losses on loans. Such reductions

_ In the reserve are offse! by recoveries associated with previously written-off loans. - o e h e ——— e

Equity investments - IFC invests for cument Income, capital appreciation, developmental impact, or all three; IFC does not seek to take
operational, controlling, or strategic equity positions within ils investees. Equity investments are agquired through direct ownership of equity
Instruments of investees, as a limited partner in LLP and LLC, and/or as an investor in a private equity fund.

Revenue recognition on equity Investments — Eftective July 1, 2007, equity investments which are listed in markets that provide readily
determinable fair values are accounted for as available-for-safe securities at fair valua with ynrealized gains and losses being reported in other
comprehensive income in accordance with SFAS No. 115, Accounting for certain Investments in Debt and Equity Securities. As noted above
under “Fair Value Option and Fair Value Measurements”, also effective July 1, 2007, direct equily investments in which IFC has significant
influence, direct equity investments representing 20 percent or more ownership but in which IFC does not have significant influence and certain
investments in LLPs and LLCs that maintain specific ownership accounts are acoounted for at fair value under the Falr Value Option. Direct
equity investments in which IFC does not have significant influence (and prior to July 1, 2007 certain investments representing mora than 20%
ownership) and which are not fisted in markets that provide readily determinable fair values are carried at cost less impaimment.
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INTERNATIONAL FINANCE CORPORATION

NOTES TO CONSOLIDATED CONDENSED FINANCIAL
STATEMENTS (UNAUDITED)

Prior to July 1, 2007, IFC's investments in companies wheras it had significant influence and certain investments in LLPs and LLCs thal maintain
specific ownership 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 genera! partner 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 Lhe cost recovery method, such that receipts of freely convertible currencies
are first applied lo recovery of invested capital and then to income from equity investments, The cost recovery method is principally applied to
IFC's investmenis In its oil and gas unincorporated joint ventures (UJVs). IFC's share of condilional asset retirement obligations related to
investments in UJVs are recorded when the fair value of the obligations can be reasonably estimated. The obligations are capitalized and
systematically amortized over the estimated economic usefu! lives,

Unreafized gains and losses on equity investments accounted for at fair valus under the Falr Value Option are reparted in income from equity
investments on the consclidated condensed income statemenl. Unrealized gains and losses on equity investments lsted in markets that
provide readily determinable tair values are reported in other comprehensive income.

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

IFC enters into put and call option and warrant agreements in connaction with equity investments; these are accounted for in accordance with
SFAS No. 133, Accounting for Derivative Instruments and Hedging Activilies as amended to the extent they meel the definition of a derivative.

impairment of equity investments — Equity investments accounted for at cast less impainment are assessed for impaimment each quarter.
When an impaimment s identified and is deemed to be other than temporary, the equity investment is written down to the impaired value, which
becomes the new cost basis in the equily Investment. Impaimment losses are not raversed for subsequent recoveries in valus of the equity
investment until it Is sold.

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

IFC invests in certaln debt securities with conversion features; thesa features are accounted for in accordance with SFAS No. 133, Accounting
for Darivative Instruments and Hedging Activities as amended 1o the extent they meet the definition of a derivative.

Guarantees - IFC extends financial guarantee faciliies to its cllents to provide credit enhancement for their debt securities and trade
obligations. IFC offers partial credit guarantees to clients covering, on a risk-sharing basis, client abligations on bonds and/or loans. Under the
terms of IFC's guarantees, IFC agrees to assume respansibility for the dient's financial obligations in the event of default by the dient (i.e.,
fallure to pay when payment is due). Guarantees are regarded as issued when IFC commits to the guarantee. Guarantges are regarded as
outstanding when the underlying financia! obligation of the client is incurred, and this date 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 liabllities assodated with the
guarantees: (1) the stand-ready obligation to perform and {2) the contingent liabifity, The stand-ready obligation to perform ks recognized at the
inceplion of the guarantee uniess a contingent liakility exists a1 that time of is expected to exist in the near tenmn. The contingent Tability
associated wilh the finandial guarantee is recognized when it is probable the guarantee will be called and when the amount of guarantee called
can be reasanably estimated. All liabilites associated with guarantees are induded In payables and other liabiliies, and the receivables are
included in other assets on the consolidated condensed balance sheet. When the guarantees are called, the amount disbursed is recorded as a
new loan, and spedfic reserves against losses are established, based on the estimated probable loss. Thesa reserves are included in the
reserve against losses on leans on the consolidated condensed balance sheet Guarantee fees ara recorded In income as the stand-ready

Deslgnations of retalned eamings — Beginning in the year ended June 30, 2004, IFC established funding mechanisms for specific purposes
through designations of retained eamings. In the year ended June 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, 2006, 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 [DA member countries. Total designations of
retained eamings are determined based on {FC's annual income before expenditures against designated retained eamings and net gains and
losses on other non-trading financia! instruments accounted for at fair value in excess of $150 million, and contemplating the financial capacity
and strategic priorities of IFC.

Expenditures resulting from such designations are recorded as expenses In IFC's consofidated condensed income statement in the year in
which they occur, also having Lhe effect of reducing the respective designated retained eamings for such purposes. Expenditures are deemed
to have occurred when IFC has ceded control of the funds fo the recipient. If the reciplent organization is deemed to be controfled by IFC, the
expenditure is deemed to have occumed only when the recipient organization expends the funds 1o a non-related party. On occasion, recipient
organizations which are deemed to be controlled by IFC will acquire centain investment 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 Iis
consolidated condensed balance sheel, where they remain until tha reciplent organization disposes of or transfers the asset or IFC is deemed
to no longer be in control of the recipient organization, lnvestments resulting from such designations are recorded on IFC's consolldated

opligation to perform is htfiled, Commitment fees on Quarantees are recorded asincome on an acorual basis. . . . . . e o=




Page 9
INTERNATICNAL FINANCE CORPORATION

NOTES TO CONSOLIDATED CONDENSED FINANCIAL
STATEMENTS (UNAUDITED)

condensed balance sheet in the year in which they occur, also having effect of reducing the respective designated retained eamings for such
purposes,

Liquld asset portfolio — IFC's liquid funds are invested in govemment, agency and govemmeni-sponsored agency cbligations, tme depasits
and asset-backed, including morigage-backed, securities, Govemment and agency obligations 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 govemnment agencies and instrumentalities or by multilateral organizalions. The liquid asset portfolio, as defined by IFC, consists of.
time deposits and securities; related derivative instruments; 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 securilies; and related
accrued income and charges.

Securifies and related derivative instruments within IFC's liquid asset portfolic are classified as trading and are carmied at fair value with any
changes in fair vatue reperted in income from liquid asset rading activities. Interest on securties and amonization of premiums and accretion of
discounts are also reported in income from liquid asset trading activities.

IFC ctassifies cash and due from banks and ime deposits (collectively, cash and cash equivalenis) 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 agreemants ~ Repurchase agreements are contracts under which a party sells securities and simultaneously agrees
to repurchase the same securities at a specified future date at a fixed price. Resale agreements are contracts under which a party purchases
securities and simultaneously agrees to resell the same securties at a specified future date at a fixed price.

ftis IFC’s policy to take possession of securities purchased under resale agreements, which are primarily liquid government secyrities, The
markel value of these securities Is monitored and, within parameters defined in the agreements, additional collateral is obtained when thelr value
deciings. IFC also monitors its expoasure 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 vatua increases.

Repurchase and resale agreements are accounted for as collateralized financing transactions and recorded at the amount at which lhe
securities were acquired or sold plus accrued interest.

Borrowings - To diversify its access to funding and reduce its bommowing costs, IFC borrows in a variety of currencies and uses a number of
borrowing structures, including foreign exchange rate-tinked, inverse fioating rate and zero coupon notes. Generally, IFC simuttaneously
converts such bormowings into variable rate US doltar borrowings through the use of currency and interest rale swap transactions. Under cerlain
outstanding borrowing agreements, IFC is not permilted to mortgage or allow a lien to be placed on its assets {other than purchase money
security interests) without extending equivalent security to the holders of such bormowings.

Eftective July 1, 2007, substantially ail borrowings are camied at fair vale under the Fair Value Option with changes in fair value reporied in net
gains and losses on other non-trading financial instruments acoosunted for al fair value on the consolidated condensed incoms statemment

Prior to July 1, 2007, where borrowings were part of a designated hedging relationship employing derivative instruments, the camying amount
was adjusted for changes in fair value attributable to the risk being hedged. Adjustments for changes in fair value attributable to hedged risks
were reported in net gains and losses on other non-trading financial instruments acoounted for ai falr vatue in the consofidated condensed
income statement. Interest on bomowings and amortization of premiums and accretion of discounts are reported in charges on borrowings, All
other borrowings were recorded at tha amount repayable at maturity, adjusted for unamortized premiums and unacgreted discounts.

Risk managament and use of derivative instrumaents — iFC enlers into transacions in varous derivative instruments for finandial risk
management purpeses in connection with its principal business activities, including tending, client rsk management, borowing, liquid asset
partfolio management and asset and liability management.

|77 7T T A derivalive instniments are recorded on the consolidated condensed balanca sheet al falr value as derivalivé assets or derivative liabilites,

Where they are not clearly and closely refated to the host contract, certain derivative instruments embedded in Ioans, equity investments, and
market borowing transactions entered into on or after January 1, 1999, are bifurcated from the host contract and recorded at fair value as
derivative assets and liabilities. The value at inceplion of such embedded derivalives is excluded from tha canying value of the host contracts
on the consolidated condensed balance sheet. Changes in fair values of derivative instruments used in the liquid assel portfolio ara recorded In
income from liquid asset trading activities. Changes in fair values of derivative instruments other than thase in the liquid asset portfolio
management activities are recorded in net gains and losses on other non-trading finandial instruments acoounted for at fair value.
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Prior to July 1, 2007, subject to certain spedific qualifying conditions in SFAS No. 133, as amended. a dervative instrument may have been
designated either as a hedge of the fair value of an asset or liability (fair value hedge), or as a hedge of the variability of cash flows of an asset
or labHity or forecasted transaction (cash flow hedge). For a derivative instrument qualifying as a fair value hedge, fair vatue gains or losses on
the derivative instrument were reported in nel gains and losses on other non-trading financial instruments accounted for at falr value, together
with offsetting (air value gains or losses on the hedged itern that are attributable to the risk being hedged. For a derivative instrument qualifying
as a cash flow hedge, fair value gains or lgsses associated with the risk being hedged are reparted in ather comprehensive 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 not qualifying as a hedge were reported in net gans and losses on other non-trading financial
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 underying bomowing hedged, in terms of cusrencies, maturity dates, reset dates, interesl
rates, and other features. However, the valuation methodologies applied to the derivative and the hedged financial instrument differed. The
resulting ineffectiveness caloulated for such relationships was recorded in net gains and fosses on other non-trading finandial instruments
acoounted for at fair value in the consolidated condensed income statement.

IFC has not designated any hedging relationships as cash flow hedges and subsequent to June 30, 2007, IFC has nct 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 are described below.

Landing activities IFC's policy is to closely match the currency, rate basis, and maturity of its ioans and borrowings. Derivative instruments are
used to convert the cash fNlows from fixed rate US doflar or non-US dollar loans Into varable rate US doflars. IFC has efectad not to designats
hedging relationships for afll lending-related derivatives.

Cliant risk management ectivities IFC enters into derivatives transactions with its dients to help them hedge their own currency, interest rate, or
commadity risk, which, in tum, improves the overall quality of IFC's loan portfolio. To hedge the markel risks tha! arise from these transactions
with clients, IFC enters into offsetting derivative transactions with matching terms with authorized market counterpasties. 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 statement on an accrual basis.

Borrowing activiies IFC issues debt securities in various capital markets with the objectives of minimizing its borrowing costs, diversifying
funding sources, and developing member countries’ capital markets, sometimes using complex structures. These struttures include bamowings
payable in muitiple currencies, or borrowings with principal and/or interest determined by reference to a specified index such as a stock market
index, a reference interest rate, a commodity index, or cne or more foreign exchange rates. IFC uses derivative instruments with matching
terms, prAmarily cumency and interest rate swaps, to convert such borrowings into variable rate US dollar obligations, consistent with IFC's
matched funding palicy. Prior to July 1, 2007 IFC designated the majority of derivatives associated with borrowing activities as fair value hedges
of the underlying borrowings, There were a small number of fair value-ike and cash flowlike hedging transactions for which no hedge
relationships were designated. Effective July 1, 2007, IFC elected to camy at fair value, under the Fair Value Option, all market borrowings for
which a derivative Instrument Is used 1o create a fair value-ike or cash flow-like hedgs relationship. Changes in the fair value of the borrowings,
carried at fair value, and the matching derivatives are both recognized in eamings as those changes occur. Subsequent to June 30, 2007, these
items are no longer designated as hedges.

Liguld asset porifolio management activities IFC manages the interest rate, currency and other market risks associated with certain of the time
depasits and securities in its liquid asset portfolio by entering Into derivative transactions to convert the cash fows from those instruments into
variable rate US dollars, consistent with IFC's matched funding policy. The derivative instruments used include short-term, over-the-counter
foreign exchange forwards {covered forwards), interest rate and currency swaps, and exchange-traded intarest rate futures and options. As lhe
entire liquid asset portfolio is classified as a trading postfolio, all securities (induding derivalives) are camied at fair value with changes in fair
value reported in incnme from liquid assets. Prior to July 1, 2007, no hedging relationships had beendesignated. ..
Assel and liabilty management In addition to the risk managed in the conlext ¢f its business aclivities detailed above, IFC faces residual market
risk in its overzll asset and iiability management. Residual curmency risk is managed by monitoring the aggregate position in each lending
cumrency and reducing the nel excess asset or liability position through spot sales or purchases, Interest rate risk due to reset date mismatches
is reduced by synchronizing the reset dates on assets and llabilities and managing overall interest rate risk on an aggregate basis. Interest rate
risk arising from mismatches due to wiritedowns, prepayments and reschedufings, and residual reset date mismatches is monitored by
measuring the sensitivity of the present value of assets and liabliities in each currency to each basis point change in interest rates.

IFC monitors the credit risk assaciated with thess activities by careful assessment and monitoring of prospective and actual clients and
counterparties. In respect of liquid assets and derivatives transactions, credit risk is managed by establishing exposure limits based on the
credil rating and size of the individual counterparty. In addition, IFC has entered into master agreements goveming derivative transactions that
contain close-out and natting provisions and collateral amangements. Under these agreements, if IFC's credit exposure to a counterparty, on a
mark-to-markat basis, exceeds & specified level, the counterparty must post collateral 10 cover the excess, generally in the form of liquid
govemment securities,

Loan participations - IFC mobilizes funds from commercial banks and other financlal institutions (Participants) by fadlilating loan
participations, without recourse. These loan participations are administered and serviced by IFC on behalf of the Participants. The disbursed
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and outstanding balances of loan participations that meet the applicable accounting criteria are accounted for as sales and are not included in
IFC’s consolidated condensed batance sheet. All other loan participations are accounted for as secured bomrowings and are included in loans on
IFC's consoiidated condensed balance sheel, with the related secured borrowings Included in payables and other liabiliies on IFC's
consolidated condensed balance sheet.

Pension and other postretirement benefits — IBRD has a defined benefit Staff Retiremenl Ptan {SRP), a Retired Staff Benefits Plan (RSBP)
and a Post-Employment Benefits Plan (PEBP) that cover substantially all of its staff members as wefl as the staff of IFC and of MIGA.

The SRP provides regular pension benelits and includes a cash batance plan. The RS8P provides certain health and lfe insurance benefils 1o
cligible retirees. The PEBP provides pension benefits administered outside the SRP, All costs assodiated with these plans are allocated
between IBRD, IFC, and MIGA based upon their employees' respective participation in the plans. In addition, IFC and MIGA re:mburse IBRD for
their share of any conlributions made 10 these plans by IBRD.

The net perodic pension and other postretirement benefit income or expense allocated to IFC is included in income or expensa from pension
and cther postretirement benefit plans in the consolidated condensed income statement. IFC includes a recelvable from IBRD in receivables and
other assets, representing prepald pension and other postretirement benefit casts.

Variable interest Entilies - In January 2003, the FASB issued FASB Interpretation No. 46, Consolidation of Variable Interest Entities - an
interpretation of ARB No. 51 (FIN 46). During December 2003, FASB replaced FIN 46 with FASB Intempretation No. 46, Consolidation of
Variable Intorest Entities - an interpretation of ARB No. 51 (FIN 46R). FIN 46 and FIN 46R define cenain VIEs and require pariies to such
enlities 1o assess and measure variable interests in the VIEs for the purpose of determining pessible consolidation of the VIEs. Variable
interests can arise from financial instruments, service conltracts, guarantees, leases or other arangements with a VIE. An entity that will
absorb a majority of a VIE's expeacted losses or expected residual retums is deemed to be the primary benefidiary of the VIE and must include
the assets, liabilities, and results of operations 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 cther portofio 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 loan crigination costs, Prior 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, 2006, IFC began amortizing loan origination 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 FASS
Statements Nos. 133 and 140 (SFAS No. 155) and SFAS No. 156, Accounting for Servicing of Financial Assels - an amendmont of FASE
Statement No. 140 (SFAS No. 156). Both SFAS No. 155 and SFAS No. 156 are effective for fiscal years beginning after September 15, 2006,
which would be the year ending June 30, 2008 for IFC. The adoption of SFAS No. 155 and SFAS No. 158 did not have a material impact on
the financial position, results of operations or cash fiow of IFC,

In Septernber 2008, the FASBE issued SFAS No. 158, Employers” Accounting for Defined Banefit Pension and Other Postretirement Plans
(SFAS No. 158). SFAS No. 158 requires employers to recognize on their balance sheet the funded status of their defined benefit
postretirement plans, measured as the diference between the fair value of plan assats and the benefit obligations, and to recognize as part of
Other Comprehensive Income the gains and losses and prior service costs or credits that arise during the period lo the extent they are not
recognized as compenents of the net periodic benefit cost. Additionally, upon adoption, SFAS No. 158 requires the unrecognized net actuarial
gain or loss and the unrecognized prior service cost to be recognized in Accumulated Other Comprehensive Income and that these amounts
be adjusted as they are subsequently recognized as componenis of net periodic benefit cost, based upon the current amortization ang
recognition requirements of SFAS No. 87, Employers’ Accounting for Pensions (SFAS No. 87} and SFAS No. 106, Employers’ Accounting for
Postretirement Benefits (SFAS No. 106). SFAS No. 158 was adopted in IFC's consalidated financial statements as of June 30, 2007.

- —in-November 2006, the FASB ralified the consensus reached by the Emerging 1ssues Task Force (EITF) on 15568 No."06-9, Reporting &

Change in {or the Elimination of} & Previously Existing Difference Between the Fiscal Year-End of a Parent Company and That of a
Consolidated Entity or Batween the Reporting Pericd of an Investar and That of an Equity Method Investes (EITF 06-9). EITF 06-9 is offective
for IFC beginning on January 31, 2007. The adoption of EITF No. 06-9 did not have a material impact on the finandial position, results of
operations or cash flow of IFC.

In June 2007, the American institute of Ceriified Public Accountanis (AICPA) issued Statement of Position No. 07-1 {SOP No 07-1),
Clarification of the Scope of the Audit end Accounting Guide Investment Companias and Accounting by Perent Companies and Equily Method
investors for Investments in Investment Companias. SOP No. 07-1 provides guidance for determining whelher an entty 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
report 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 provisions 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 lhe purchase method) be used for all business combinations and for the acquirer to be identified for each business combination. Amang
other things, SFAS No. 141(R) requires the acquirer to recognize the assets acquired, liabilities 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 aoquisition related costs
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to be recognized separately from the acquisition. Acquirers in a step acquisillon must recognize the identifiable assets and fiabilities, as well
as the full amount of the non-controlling interests in the acquiree, at the full amounts of their falr value under SFAS No. 141(R). SFAS No.
141(R} Is effective prospectively to business combinations/acquisitions on or after the beginning of the first annual reporting period beginning
on or after Decernber 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 aperations or cash fows.

In December 2007, the FASB Issued SFAS No. 160, Noncontrolling Interosts in Consolidated Financial Statements - an amendment of ARB
No. 751 (SFAS No. 160). SFAS Na. 160 dlarifies that non-contralling interests in a consolidated entity should be reported as equity in the
consolidated financial statements. It requires consolidated net income to be reported at amounts athributable to both the parent and the non-
controlling interest and disclosure on the consolidated statement of income of the amounts of income atiributable to the parent and to the non-
controlling interesl. SFAS No. 160 darifies that aff changes in a parent's ownership interest that do not result in loss of control are equity
transactions and requires that a parent recognize gain or loss when a subsidiary is deconsolidated. 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 materfat
impact on IFC’s financial position, results of operations or cash fiows.

In March 2009, the FASB issued SFAS No. 161, Discloswres about Derivative Instruments and Medging Activithes (SFAS No. 161). SFAS No.
161 requires enhanced disclosures about derivatives and hedging activiies to enable a better understanding of their effects on the reporting
enlity’s financial position, financial performance, and cash flows. 1 is effective for fiscal years and interim periods beginning after November 15,
2008, which would be the ysar ending June 30, 2010 for IFC.

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

Income from the liquid asset trading portfolio for the three and nine months ended March 31, 2008 and 2007 comprise (US$ millions):

Three months ended Nine months ended
March 31, March 31,
2008 2007 2008 2007
Interest income 159 181 509
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 curency transaclion (losses) gains _ (37) - 7 1
Total income from liquld asset portfolio } 1 116 3% 202 1 £04 % 559
NOTE C - INVESTMENTS

Investments at March 31, 2008 and June 30, 2007 comprise of the following {(US$ millions):

rch 31, 2 Jun
Loans
Loans at amortized cost $ 14,289 $ 12,650
Less: Reserve against losses on loans (818) {832
Nat loans 13,471 11,818
Loans at fair value (outstanding principal balance $25 - March 31, 2008, $0 - June 30, 2007) 24 — -
Total Loans 13,495 11,818
Equity investments
Equity investments at cost less impairment 2,424 2,699
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 Value Qption
(cost $478 - March 31, 2008, $0 - June 30, 2007) 1,108 - -
Taotat equity investments 7.87 3245
Debt secuyrities
Deb! securities at fair value (amortized cost $1,404 - March 31, 2008, $562 - June 30, 2007) 1,566 133 \
Total Investments s %731 S __15796

Loans on which the accrual of interest has been discontinued amounted to $408 million at March 31, 2008 ($378 million - June 30, 2007).
Interest income not recognized on nonaccruing loans during the three months ended March 31, 2008 totaled $19 million ($12 million - three
months ended March 31, 2007) and $61 million during the nine months ended March 31, 2008 (358 million - nine months ended March 31,
2007). Interes! callected on loans in nonaccrual status, refated 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 milion during the nine months ended March 31, 2008 ($15 million - nine
maonths ended March 31, 2007).

Changas in the reserve agalnst losses on loans for the nine months ended March 31, 2008 and the year ended June 30, 2007 are summarized
below (US$ millions):

Nina months ended Year ended

March 31, 200 Jun 7

Beginning balance $ 832 $ 898
Provision for {release of provision for) losses on loans 8 41)
Write-offs {43) (9

Recoverles of previously written-off loans 3 3

Foreign cuirency transaction losses 24 13
Other adjustments —_—— —

Ending balance $__ 818 s ____BY

Provision for {release of provision for) losses on loans and guarantees in the consolidated condensed income statement for the three months
ended March 31, 2008 includes a $2 million charge to income in respect of guarantees (35 million charge to incoms - 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 consolidaled condensed
balance sheet in payables and other liabilities, was $19 million {($16 million - Juna 30, 2007).
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NOTE D - GUARANTEES

Under the terms of IFC’s guarantees, IFC agrees to assume responsibility for the client’s financial obligations in the event of default by the dlient,
where default is defined as fafiure to pay when payment is due. Guarantees entered into by IFC generally have maturities conslistent with thase
of the loan portfolio. Guarantees signed al March 31, 2008 totaled $1,883 million ($1,414 million - June 30, 2007). Guaraniees of $1.131 miflien
that were outstanding at March 31, 2008 ($808 million - June 30, 2007) were not included in loans on IFC’s consalidated condensed balance
sheet. Tha outstanding amount represents the maximum amount of undiscounted future payments that IFC could be required to make under

these guaraniees.

NOTE E ~ INCOME FROM EQUITY INVESTMENTS

income from equity investments for the three and nine months ended 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 capital gains on equity sales 248 173 843 1,780
Unrealized gains (losses) on equity investments {63) - 142 -
Dividends and profit participations B4 54 288 260
Income from investments accounted for under the equity method - 26 - {4)
Equity investment impainment write-downs (60) (11} {84) (32)
Custody and other lees - - (2) {2)
Net (lesses) gains on equity-related derivatives 1 2} {4) {5)
Total Income from equity Investments 1 208 % 240 & 1,183 £ 1,897

Realized capital gains on equily sales include recoveries and are nel of losses on sales of equity investments.

Oividends and profit participations includes $15 million for the three months ended March 31, 2008 ($17 million - three months ended March
31, 2007) and $47 million for the nine months ended March 31, 2008 (347 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 recovery method.

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

Net gains (losses) on ather non-trading financial instruments accounted for at fair value far the three and nine months ended March 31, 2008

and 2007 comprises (US$ millions):

Three months ended Nine months ended
March 31, March 31,
2008 2007 2008 2007
Unrealized gains on market bomowings S 384 §$ - s 186 § -
Unreatized gains (losses) on derivatives associated with market borrowings (280) - 121 .
Unreaiized gains (losses) on all other non-trading derivatives 50 23 66 62)
Difference between changes in fair value of derivative instruments
designated as a fair value hedge and changes in fair value of hedged
items attributable to risks being hedged - (16} - 30
———"—Net galns {losses) on other non<rading financlal T A e — -
instruments accounted for at fair value - 174 & 7 ] 208 3 {32)




Page 15
INTERNATIONAL FINANCE CORPORATION

NOTES TO CONSOLIDATED CONDENSED FINANCIAL
STATEMENTS (UNAUDITED)

NOTE G — SEGMENT REPORTING

For management purposes, IFC's business comprises two segments: dient services and beasury services. The client services segment
consists primarily of lending and equity investrment activities. Operationally, the treasury services segment consists of the bormowing, liquid asset
management, asset and liability management and dlient risk management activities. Consistent with intemat reporting, net income {expense)
from asset and liabllity management and client risk management activities in suppart of client services are allocated to client services segment.

The assessment of segment performance by senior management indudes net income for each segment, retum on assets, and retum on capital
employed. IFC's management reporting system and policies are used to determine revenues and expenses attribulable to each segment.
Consistent with internal reporting, administrative expenses are allocated to each segment based largely upon personnel costs and segment
head counts. Transactions between segments are immaterial and, thus, are ngt a factor in reconciling to the consalidated data.

The accounting policies of IFC's segments are, in all material respects, consistenl with those described In Notg A, “Summary of significant
accounting and related polides.”

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$ miflions):

Three months ended March 31,
2008 2007
Client Teeasury Cllent Treasury
services services Total services services Total

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

on loans and guarantees {(8) - {8) 22 - 2
Servica fees 13 - 13 9 - 9
Administrative expenses {i51) (2) (153) (117) {3} (120}
Other income (expenses) 32 12 44 ] - 8
Income before exponditures for advisory services,

expenditures for performance-based grants. grants

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

financlal instruments accounted for at fair value 2 63 294 00 126 426
Expenditures for advisory services (17) - (17 (20) - (20)
Expenditures for performance-based grants - - - - - -
Grants to IDA {500) - (500} {150) - (150}
Net gains (losses} on other non-trading financial

instruments accounted for at fair value 49 125 174 29 (22} 7
Net income (loss) $___(27) $ . 188 £ . (49) [ 159 S___104 § 283

Nine months ended March 31,
2008 2007
Cllent Treasury Client Treasury
services gervices Total services servi T

Inlerest and finandial fees from loans and debt securilies $ 869 $ - 8 869 s 799§ - 3 789
Income from liquid asset trading activities - 604 804 - 559 559
Charges on borrowings e e W3 (8N (822) (M) (2N (B0 .=
{ncomeé from equily investments T 1.183 ) - 1,183 1,997 - 1,997
Provision for {releass of provision for) iosses

on loans and guarantees @ - 9 51 - 51
Service fees 42 - 42 30 - ki
Administrative expenses (433) (6) (439) (357) (6) {363)
Othar income (expenses) 1 1 22 - 22
Incomae before expenditures for advisory services,

expenditures for performance-based grants. grants

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

financial Instruments accounted for at falr valus 1,220 419 1,639 2,168 28 2,494
Expenditures for advisory services {65) - {85) (59) - (59)
Expenditures for performance-based grants (1) - (1) - - -
Grants to IDA {500) - (500) (150) - {150}
Nel gains (Iosses) on other non-trading finandal

instruments accounted for at fair value 66 137 203 {101} 69 {32)
Net income $__T20 3% 556 $__ 1278 3_1858 &% 395 §__2283
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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 ameunt of $580 million for advisory services. IFC had recognized
cumulative expenditures of $189 million through June 30, 2007. At June 30, 2007. retained eamings designated for advisory services totaled
$391 miliion. IFC has recorded expenditures for advisory services totaling $17 million 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 ($39 million - nine months ended March 31,
2007).

As of June 30, 2007, IFC had designated relained eamings in the cumulative amount of $250 million for performance-based grants. IFC has
recognized cumulative expendilures of $35 million through June 30. 2007. At June 30, 2007, retained 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 {30 - three months ended March 31, 2007) and $1 million in the nine months ended March 31, 2008 ($0 - nine months ended March
31, 2007).

As of Juna 30, 2007, IFC had designated retained earnings in the cumufative amount of $150 million for grants to IDA. IFC recorded a grant to
DA of $150 million in the year ended Juna 30, 2007. At June 30, 2007, retained eamings designated for grants to IDA totaled $0. On March
18, 2008, IFC and IDA 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, afl in furtherance of IFC's purpose as stated In its Articles of Agreement. Accordingly, IFC
has recorded a grani expense in the amount of $500 million in the three months ending March 31, 2008 ($150 millicn - three months ended
March 31, 2007) and $500 million in the nine months ended March 31, 2008 ($150 million - nine months ended March 341, 2007).

On September 27, 2007, IFC's Board of Directars approved the designations of $170 million of IFC's retained eamings for advisory services,
$100 million for a 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 concluded in the year ending June 30, 2008.

On Oclober 22, 2007, IFC's Board of Govemors noted with approval the designations of retained eamings approved by IFC's Board of
Directors on September 27, 2007,

Designated retained earnings at March 31, 2008 and June 30, 2007 may be summarized as follows (USS$ millions);

March 31, 2008 June 30, 2007

Advisary services 3 496 $ 391
Performance-based granis 214 218
Global Infrastructure Project Development Fund 100 -
Micro equity funds for Small and Medium Enterprise development in IDA countries 100 ———
Tota! designated retzined earnings $ 90 & 606

NOTE | - PENSION AND OTHER POST RETIREMENT BENEFITS

IBRD, IFC and MIGA participate in a defined benefit Staff Retirement Plan (SRP), a Retired Staff Benefits Ptan (RSBP) and a Post-
Employment Benefits Pian (PEBP) that cover substantially ali of their staff members.

All costs, assets and liabililes associated with these pension plans are allocated between |BRD, IFC and MIGA based upor their employees’
respective participation in the plans. Costs allocated to IBRD are then shared between IBRD and |0A based on an agreed cost sharing ratlo.
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The following tables summarize the benefit costs associated with the SRP, RSBP, and PEBP for IFC for the three and nine months ended
March 31, 2008 and 2007 {US$ millions):

Three months ended March 31,

2008 2007
SRP RSBP PEBP SRP RSBP PEBP

Benefit cost

Service cost $ 16 $ 2% 1 3 14 $ 28 1

Interest cost 23 3 1 21 2 .

Expected retum on plan assets (42) 4) - {35) (3) -

Amortization of prior service cost - - - 1 * *

Amontization of unrecognized net loss - - - . 1 .
Neat perlodic pension cost (incoms) s (3} _$ 1 .3 2 & - 3 2 8 1
* Less than $0.5 million

Nine months ended March 31,
2008 2007
SRP RSBP PEBP SRP RSB8P PEBP

Benofit cost

Service cost $ 45 3 6 3 a s 44 S 6 3 3

Interest cost 69 g 3 64 7 1

Expected retum cn plan assets (126) (12) - {109) (9) *

Amortization of prior service cost . - * * *

Amortization of unrecognized net loss - ¢ * . 2 *
Net perlodic pension cost (income) 5 {9] 8 3 s 6 % -_3§ 6_3% 4

* Less than $0.5 million

Al March 31, 2008, the estimate of the amoaunt of contributions expected to be pald to the SRP and RSBP for IFC during fiscal year 2008
remained unchanged from Lhat disclosed in the June 30, 2007 consofidated financia! statements: $30 million for the SRP and $8 million for the
RSBP,

NOTE J - CONTINGENCIES

In the normal course of its business, IFC is from time to time named as a defendant or co-defendant in various legal actions on differant grounds
in various Jurisdictions. Although there can be no assurances, based on the information currently avallable, IFC’s Management does not believe
the outcome of any of the various existing fegal 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 it lacks: {1) equity that is sufficient to permil the entity to finance
its activilies without additional subordinated financial support from other parties; or (2) equity investors who have decision-making rights about
the entity’s operations or who do nol absorb the expected losses or receive the expected retums of the entity proportionally to their voting
rights.

A VIE is consolidated by its pritmary beneficiary, which is the party involved with the VIE that absorbs a majority of the expected losses or
receives a majority of the expected residual returms or both. The primary beneficiary is required to initially measure the assats, liabilites and
roncontrolling interests of the VIE at thelr carying amounts at the date on which it first became the primary beneficiary. Because centain VIES
were created prior to the issuance of FIN 46R, it may not be practicable to determine the camying amounts of the assets, Eabiliies and
noncontrolling interests at the inilial date, and in such cases, the primary beneficiary must measure Ihe assets, liabilites and noncontrolling
interests at their falr vatues on the date FIN 46R is first applied. The primary beneficiary is also required to disclose information about the
nature, purpose, size, and activilies 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 enterprise is required to disclose information about its involvernent with and exposure to the VIE, and aboul the nature,
purpose, size, and aclivilies of the VIE.
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An enterprise Is not required to apply FIN 46R to certain entities i, afler making an exhaustive effort, it is unable to obtain the information
necessary to: {1} determine whelher the entity is a VIE: {2) detenmine if the enlerprise is the primary beneficiary of the possible VIE; or (3}
perform the accounting required o consotidate a possible VIE. In such cases, the enterprisa is required to disclose the number of entities to
which FiN 46R is not being appfied, why the information required to appty FIN 46R is not avallable, the nature, purpase and activities of the
entities to which FIN 46R is not being applied, and he 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 the VIEs have been consclidated 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 be the primary beneficiary have not been consolidated into IFC's consolidated condensed
finandial statements, as they are significantly impaired and information required I apply the provisions of FIN 48R is not available. IFC's net
investment in these threa 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 assats of the three entities is $6 miltion.

As a 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 millien - June 30, 2007). $0 in receivables and cther assets ($3 millicn -
June 30, 2007), and additional liabilities of $4 million in payables and other liabilities ($4 million - June 30, 2007).

Other income during Lhe three manths ended March 31, 2008 includes 50 of income from consolldated entities (33 milfion - three months
ended March 31, 2007) and $6 million during the nine manths ended March 31, 2008 (36 million - nine months ended March 31, 2007). Other
expenses during the three months ended March 31, 2008 includes $0 of expenses from consolidated entities (30 - three months ended March
31, 2007) and $1 million during the nine months ended March 31, 2008 (30 - nine months ended March 31, 2007).

[FC has identified 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 including committed
funding of the VIEs in which IFC is deemed to hold significant variable interests totaled $2,818 million at March 31, 2008 {$1.639 million - June
30, 2007). IFC’s total Investment in and maximum exposure to loss to these investments in VIEs in which IFC is deemed to hold significant
variable interests, comprising bath disbursed amounts and amounts committed but not yel disbursed, was $603 milion at March 31, 2008
{$367 million - June 30, 2007). The regional and sectoral analysis of IFC's investments in these VIEs al March 31, 2008 is as follows (US$

millions):
March 31, 2008
Equity Debt
Loansg Guarpntees securities Total
Latin America and Caribbean 3 27 8 5 § - 8 . $ 277
Europe and Central Asia 140 33 - - 173
Agia 56 ¥ - - 93
Sub-Saharan Africa 14 12 4 - 30
Other 6 - - 16 22
Middle East and Morth Africa 8 - - - g
Total VIE investments S___451 % 132 % 4 3 16 3 603
March 31, 2008
Equity DCebt
securities Total
Finance and insurance s 170 $ 24 3 4 3 16 $ 214
- == == UtHlias and oif, gas and mining —- et T6——- —— 17 ST = = 93—

Transportation and warehousing 274 - - - 92
Collective Invesiment vehides - 71 - - 71
Industrial and consumer products 65 4 - - ]
Other 28 16 - - 45
Agriculture and forestry 1" - - - 1"
Adr transportation 8 - - - 8
Total VIE investments $ 451 § 132 § 4 3 18 $ 603
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NOTE L — THE FAIR VALUE OPTION AND FAIR VALUE MEASUREMENTS

Effective July, 1, 2007, IFC adepted the SFAS No. 157 and SFAS No. 159, SFAS No. 157 defines Rair value, establishes a framework for
measuring fair value and a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fai vaiue into three broad
levels and applies to all items measured at fair value, including items for which impairment measures are based on fair value. SFAS No. 159
permils the measurement of eligible finandal assets, financlal liabilities and finn commitments at fair value on an instrument-by-instrument
basis, that are not atherwise permitied to be accounted for at fair value under other accounting standards. The election to use the Fair Value
Option Is available when an enlity first recognizes a financial asset or liability or upon entering into a firm commitment. Additionally, SFAS No.
158 allows for a one-time election for existing positions upon adoption. SFAS No. 157 and SFAS No.159 are to be applled prospectively. The
cumulative effect of remeasurfng items for which the Fair Value Oplion has been elected effective July 1, 2007 has been reported as an
adjustment to the July 1, 2007 balance of retained eamings.

The Fair Value Oplion

Effective Juty 1, 2007, {FC elected the Fair Value Option for cerlain borrowings, investments 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 alf other financial Inlerests {foans) in the entities in which IFC has an equity investment that would otherwise require equity method
accounting.

All borrowings for which the Fair Value Option has been elected are associated with existing derivative instruments used to create a fair vatue-
like or cash flow-like hedge reiationship, a substantiat amount of which were designated as accounting hedges in acoordance with SFAS No.
133. Measuring at fair value these borrowings for which the Fair Value Option has been elacted at fair value will mitigate the eamings volatility
caused by measuring the borowings and related derivative differently {in the absence of a designated accounting hedge) without having to
apply SFAS No. 133's complex hedge accounting requirements. Tha Fair Value Option was nol elected for all borrowings from IBRD and all
other marke! bomowings because eamings volalility is not a concem in those cases.

Measuring al fair vatue those equity investments that would otherwise require equity method accounting simplifies the accounting and renders
a canrying amount on the consolidated condensed balance 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 #air Value Option is etected, SFAS No.
159 requires the Fair Vaiue Option to also be applied to alf eligible financial interests in the same entity. IFC has disbursed loans to certain of
Such Inveslees, therefore, the Fair Value Option was aiso applied lo those loans effective July 1, 2007. IFC elected the Falr Value Oplion for
equity Investments with 20% or more ownership where it does not have significant influence so that the same measurement method (falc
value) will be applied to all equity investments with more than 20% ownaership.

Fair Value Measurements

SFAS No. 157 defines fair value as the price that would be received to sell an asset or transfer a liability (i.e., an exit price) in an ordery
transaction between independent, knowledgeable and willing market participants at the measurement date assuming the transaction occurs in
the enlity's principal {or most advantageous) markel. Fair value must be based on assumptions market participants would use (inputs) in
determining the price and measured assuming the highesl and best use for the asset by market participants. The highest and best use of the
IFC assets and liabilitles measured at fair value is considered to be in-exchangs, therefore, their falr values are delermined based on a
transaction to sell or transfer the asset or Gability on a standalone basis. Under SFAS No. 157, fair value measuremeants are not adjusted for
transaction costs.

The fair value hierarchy established by SFAS No, 157 gives the highest priority to unadjusted quoted grices in active markets for identical
unrestricted assets and liabitiies (Leve! 1), the next highest priority to observable markel based Inpuls or unobservable inpuls that are
corroborated by market data from independent sources (Level 2) and the lowest priority to unobservable inputs that are not comoborated by
market data (Level 3), Fair value measurements are required to maximize the use of avaliable observable inputs.

" Level 1 primanity consists of Anancial instruments whosa values are based on unadjusted quoted market prices. It includes IFC's equity
investments, govemment issues, money market funds and borrowings that are listed on exchanges.

Level 2 includes financia) instruments that are valued using models and ather valuation methodotogies. These models consider various
assumptions and inputs, induding Ume value, yleld curves, volatility faclors, prepayment speeds, defaull rates, loss severity and current
market and conlractual pricing for the underlying asset, as well as other relavant economic measures. Substantially all of these inputs are
observable in the market place, can be derived from cbservable data or are supported by observable levels at which market transactions are
executed. Finandial instuments categorized as Level 2 include non-exchange-traded derivatives such as interest rate swaps, cross-cumency
swaps, certain asset-back securities, as well as the portion of IFC's borowings not included in Level 1.

Level 3 consists of financial instruments whose fair value is estimated based on intemally developed models or methodologies utilizing
significant inputs that are generally less observabla. it also indudes financlal instruments whose fair value is estimated based on price
information from independent sources that cannot be corroborated by chservable market data. Included in Level 3 are the majority of equity
investments (or which IFC has elected the Fair Value Option.
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The following table provides the camying amounts immediately before and after applying the Fair Vatue Opticn and SFAS No. 157 and the
cumulative adjustment to retained eamings and accumulated other comprehensive income as of July 1, 2007 (US $ miltions):

Juty 1, 2007
Camying amount  Canying amount  Net gain (loss)
prior to adoption after adopti fion
Loans $ 11,818 ] 11,817 s (1}
Equily investmenls accounted for at fair value in accordance
with the Fair Value Option 654 938 284
Transfer of amounts previously reported in accumulated other comprehensive
income related to equity investments previously accounted for under the
equity method now accounted tor in accordance with the Fair Vaiue Option 2
Borrowings from market souroes {15,817} (15.667) 150
Cumulative affect of adoption of SFAS No. 159 on retained earnings 435
Equity investments accounted for at fair value as avallable-for-sale 3 837 $ 3762 H 2,925
Transfer of amounts previously reported in accumulated other comprehensive
income related to equity investments previcusly accounted for under the
equity method now accounted for in accordance with the Falr Value Option S ¥4
Cumulative effect of adoption of SFAS No. 157 on accumulated other
comprehensive Incoma $ 2923

The following tables provide information as of March 31, 2008 about IFC's financial assets and financia) liabflities measured at fair value on 2
recuring basis. As required by SFAS No. 157, financial assets and financial liabilities are classified in their entirety based on the lowesl level
input that is significant to the falr value measurement (US$ mitions).

Al March 31, 2008
Level 1 Lavel 2 Level 3 Total
Trading securities $ 6,192 $ 5,389 s 436 5 12,017
Loans (cutstanding principal balance $25) - - 24 24 1
Equity investments 3,850 - 1,402 5,252
Debt securiies - - 1,566 1,566
Derivative assets - 1972 112 2,084
Total assets at fair value £t I 7361 S__as0  §__ 2094
At March 31, 2008
Level 1 tgvel2 =~ levedd  Total _
Borowings {outstanding principal balance $20,560°) $ 7.651 $ 11568 § - H 19219
Derivalive liabilities - 1,498 15 1513
Total liabilities at falr valuo £ 7EmM 5 faoes & 15 0§ 20732

* includes discount notes with principal due at maturity of $1,781 with a fair value of $4,254 as of March 31, 2008

1l
:
!
;
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The following table presents tha changes In the camying value of IFC's Level 3 financial assels and financial liabilities for the three and nine
months ended March 31, 2008 (US $ milllons):

Level 3 financial assets and financial liabllittes
thres and nine months ended March 31, 2008

Trading Equity Debt Derivative  Derivative
securities Loans investments __securilies assels liabilities
Balance as of July 1, 2007 $ 6747 % 28 $ 1824 ¢ 733 § 60 $§ 3
Tota! gains {losses) (realized and unrealized) for
the six months ended December 31, 2007 in:
Net income (89) 2 173 14 a5 9
Other comprehensive income - - 686 38 - -
Purchases, issuances and settiements (1,499) (8} 123 687 - -
Transfers in (out) of Level 3 36 - (229) - - -
Balance as of December 31, 2007 5195 $ 2 $ 2517 $ 1412 % 95 % 12
Total gains (Josses) {realized and unrealized) for
the three months ended March 31, 2008 in:
Net income {loss) {19) 2 7 {15) 17 3
Other comprehensive Income (loss) - - {98) 8 - -
Purchases, issuances and settiements (67) - (45) 101 - -
Transfers In (out) of Level 3 {4.674) - {1,039} - - -
Balance as of March 31, 2008 s 416 % 24 3 1402 3 1566 4 112 15
For the nine months ended March 31, 2008:
Unrealized gains (losses) included in netincome $ g “ 3 43 3 - 8 53§ 12
Unrealized gains included in other comprehensive income  $ - § - 8 603 $ 55 § - 8 -

Gains (losses) realized and unrealized, from trading securilies, loans and equily instruments included in net income for the period are reported
on the consolidated condensed income slatement in incorne from liquid asset frading activities, interest and financial fees from loans and debt
sacurities and income from equity investments, respectively.

As of March 31, 2008, equity investments, accounted for at cosl, fess impairment, with a carrying amount of $40 million were written down to
their fair value of $30 miliion pursuant to EITF 03-1 - The Meaning of Other-Than-Temporary Impairment and its Appiication to Cartain
Investments, resulting in a loss of $10 milion, which was included in ncome from equity investments in the consolidated condensed income
statemant 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 certain derivatives associated with its loans, debt securities
and equity nvestments. These comprise put options, call options, income participation features, prepayments, warrants and loan conversion
features. IFC has detenmined that, in accordance with SFAS No. 133, certain of these should have been accounted for as derivatives,
resulting in the recording of derivative assets and liabilities, measured at fair value. This application of SFAS No. 433 resulted in a
restatement of previously reported results. This restatement, necessary lo correct the historical application, resulted in an increase in nel
income of $2 million for the three months ended March 31, 2007 and a decrease in net income of $115 million for the nine months ended
March 31, 2007 presenied in these consolidated condensed financial stalements.

IFC has also determined that, in accordance with SFAS No 115, certain loans in the amount of $54 million at June 30, 2007 should have been
reclassified as debt securilies, IFC_has_further determined that the camying value_ of debt.securities.shou!d.have been decreased.by $16

million"at JUneé 30, 2007 to reflect fair value at that date. These applications of SFAS No. 115 resuited In a restaterent, necessary to corect
the historical application, of previously reported other comprehensive income of $34 million and $54 million for the three and nine months
ended March 31, 2007 presented in these consolidated condensed financial stalements.
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The foflowing 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 previously
feported  Adiystments 0 2 Asrestated
Income Statement:
Other income
Foreign cumency transaction (losses) gains on non-trading activities s 5 s (9 $ -
Total other incoma 28 {5) 23
Other expenses
Forelgn cumency transaction (losses) gains on non-trading activities - @) {2)
Total other expenses {124) (2) (26)
Income before expenditures for advisory senvices, performance-based
grants and pet gains (losses) on other non-trading finangial instruments
accounted for at fair value 433 7} 426
Net gains (losses) on other non-trading finandial instruments accounted
{or at fair value 2) 9 I4
Net incoms 261 2 263

The following tables summarize the effect of the restatemnent on IFC’s consolidated condensed income statement and consofidated condensed
statement of cash flows for the nine months ended March 31, 2007 presented in these consofidated condensed financial statements (US $

millions):
Ning months ended March 31, 2007
As praviously
reported Adjustments As restated
Income Statement:
Other income
Foreign currency transaction (fosses) gains on non-rading activities 5 12 $ {12) $ -
Tatal other income 75 {12) 64
Other axpenses
Foreign currency transaction {losses) gains an non-trading activites - 1 1
Total other expenses {376) 1 (375)
Income before expenditures for advisory services, performance-based
grants and net gains {losses) on other non-trading fAinancla! instruments
accounted for at fair vatue 2,505 {11} 2,494
Net gains (losses) on other non-trading financial instruments accounted
for at falr value 72 (104) (32)
Net income 2,368 {115) 2,253
Statemsant of Cash Flows:
Loan disbursements (3,724) 207 {3.517)
Equity disbursements (610) 9 {571)
Investments in debt securities - (245) (246)
Laan repayments 1,795 (3) 1,792
Equity redemptions 1 - 1
Debt securities repayments - 3 3
Net income 2,368 (115) 2,253
Adjustments I recandiie net income to net cash provided by (used in) __ .. . oo o - e co e cmee a- o
~ operatingactivitlesT T~ T 7 -
Foreign curency transaction losses (gains) on non-trading aclivities {12) 11 {1
Net losses {gains) on other non-trading financial Instruments accounted
for at fair value {(72) 104 k).
Change in payables and other liabilities 1,140 40 1,180

Change in receivables and other assets (762) (40) {802)
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The foliowing tables summarize the effect of the restatement on IFC's consolidated condensed balance sheet as of June 30, 2007 presented
in these consofidated condensed financial statements (US $ millions):

As of Jung 30, 2007

As previously
reported Adlustments As restated
Balance Shest:
Assels
Loans - $ 12,744 s (84) S 12,650
Net loans 11,912 (94) 11,818
Debt securities 655 78 733
Total investments 15,812 (16} 15,796
Derivative assets 1.086 65 1,151
Total assets 40,550 49 40,599
Liabilities !
Derivative liabllities 1,123 162 1,285
Total liabllities 26.420 162 26,582
Capital '
Accumulated other comprehensive income 436 6 442
Retzined eamings 11,329 (119) 11,210
Totat capital 14,130 (113) 14,017

Total liabiliies and capital 40,550 49 40,599
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REPORT OF INDEPENDENT ACCOUNTANTS

President and Board of Governors
International Finance Corporation

We have reviewed the accompanying consolidated condensed balance sheet of International Finance
Corparation (IFC) as of March 31, 2008/ and the related consolidated condensed income statements and the
consolidated condensed statements of comprehensive income for the threc-month and nine-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 financial statements are the responsibility of [IFC's management.

We conducted our reviews in accordance with the standards established by the American Institute of
Certified 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 financial statements taken as a whole. Accordingly, we do not express such an opinion.

Based on owr reviews, we are not aware of any material modifications that should be made to such
consolidated condensed interim financial statements for them 1o be in conformity with accounting

- principles generally accepted in the United States of America.

We have previcusly 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 as 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 1o the cffect of the restatement
discussed in Note X 1o the consolidated financial statements as of June 30, 2007), we expressed an
unqualified opinion on thosec consolidated financial statements. In our opinion, the information sct forth in |
the accompanymg consolidated condensed balance sheet as of Junc 38, 2007 is fairly smtcd in all material |
respects, in relation to the consolidated balance sheet from which it has been derived.

As discussed in Note_M.to the consolidated condensed interim. financial. statements,.the accompanying . ... . _ -
" 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, |
IFC 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."

Delorbte ~ Toucche 1 v ’

May 14, 2008

Member of
Daloitte Touchs Tahmatsu




INTERNATIONAL FINANCE CORPORATION

Reporting to SEC on New and Matured Borrowings

Quarter by Month
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