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Annual Report 2011

About FMO

KEY FIGURES
2011 2010 2009 2008 2007
DEVELOPMENT IMPACT
Development impact indicator 861 687 590 831 798
made up of:
* amount of new investments (€xmin) 1,306 1,026 911 1,314 1,315
* EDIS score 66 67 65 63 61
BALANCE SHEET (IFRS, €XMLN)
Net loans 2,585 2,269 1,942 1,763 1,316
Equity investments portfolio " 795 688 531 456 337
Shareholders’ equity 1,665 1,514 1,327 1,229 1,182
Debt securities and debentures/notes 2,679 2,365 2,180 1,295 1,118
Total assets 5,059 4,305 3,772 3,654 2,685
Committed investment portfolio ? 5,874 5,292 4,598 4,182 3,403
of which are government funds ¥ 828 726 721 639 638
PROFIT AND LOSS ACCOUNT (IFRS, €XMLN)
Income
Net interest income 147 133 109 106 102
Income from equity investments 46 52 27 87 79
Other income including services 45 40 30 17 18
Total income 238 225 166 210 199
Expenses
Operating expenses -52 -50 -52 -56 -51
Operating profit before value adjustments 186 175 114 154 148
Value adjustments
* to loans and guarantees -23 -18 -46 -96 -27
* to equity investments -36 -1 -6 -28 -9
Total value adjustments -59 -29 -52 -124 -36
Share in the results of subsidiaries & associates -9 5 -1 7 4
Profit before tax (including results from subs./ass.) 118 151 61 37 116
Taxes -25 -25 -1 11 -1
Net profit 93 126 60 48 105
FMO IN-HOUSE ENVIRONMENTAL AND SOCIAL RATIOS
Average number of full-time employees 283 270 264 249 236
Compensated CO, emissions (tons) 3,600 3,791 2,227 2,379 2,173

Including associates.

Committed investment portfolio concerns both investments for FMO'’s account and for government funds managed by FMO.

1)
2)
3) The government funds include Massif , IDF, AEF and NIMF (until 2007).
4)

The methodology for compensating CO, emissions changed during the period 2007 — 2011. Since 2010, FMO fully compensates its total CO, emissions using Gold Standards emission rights.
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AT A GLANCE

FMO is the Dutch development bank. We
support sustainable private sector growth

in developing markets by investing in
ambitious companies. We believe a strong
private sector leads to economic and social
development. We specialize in sectors where
our contribution can have the highest long-
term impact: Financial institutions, Energy,

Housing and Agribusiness, food & water.

VISION AND MISSION

FMO finances entrepreneurs in developing
countries because we believe that a thriving
private sector fuels economic and social

progress.

Entrepreneurship is key into creating sus-
tainable economic growth and improving
people’s living standards. We invest capital
and knowledge in companies, financial
institutions and projects. We do it with

an ultimate goal: to empower people to
employ their skills and improve their own

quality of life.

We share with our clients a commitment to
growing a healthy private sector in develop-
ing countries. This is how lasting develop-
ment impact is generated. In practice, these
entrepreneurs create jobs. By employing peo-
ple to manufacture products and services,

they provide income, pay taxes and improve

living standards. Higher living standards in-
cluding paying taxes leads to a real demand
for schools and healthcare. This is the basis

of a viable local — and national — economy.

Together with our global network, FMO
offers capital and knowledge to ambitious,
sustainability focused entrepreneurs and
institutions in crucial sectors — so that
today’s challenging markets can become

tomorrow’s thriving ones.

STRATEGY

Our strategy focuses on sustainability,
partnerships and four sectors: Financial insti-
tutions, Energy, Housing, and Agribusiness,
food & water. These sectors are integral

to economic, social and environmental
progress. That is why FMO selected projects
in these sectors as they are believed to
create high, positive developmental impact.
Additionally, projects in these sectors poten-

tially generate good financial returns.

Our expertise in our ‘focus’ sectors means
we can offer clients extensive knowledge
and added value. We also take on projects
in other sectors where we expect positive
development outcomes. If we do not have
the necessary expertise in-house, we partner

with other banks or institutions that do.

We aim to finance at least 35% of our

portfolio in low-income countries, as
defined in the World Bank list of January

1, 2008. Ninety percent of the people
under the poverty line used to live in these
low-income countries. However, we see
that people living below the poverty line
inhabit countries that are now considered
middle-income countries. This could mean
that setting a target for 35% in low-income
countries is no longer useful to safeguard
development impact for those who live
below the poverty line. The strategy 2013-
2016, which is currently being developed,
will look at the various possibilities to
safeguard this impact. Although we do not
directly finance those below the poverty
line we do believe our work has a positive

impact on their livelihoods.

Our progress in 2011 on our strategic
priorities is described in more detail in the

[Report of the Management Board].

WHO WE ARE

Founded in 1970, headquartered in The
Hague, FMO is a public-private partner-
ship, with 51% of our shares held by the
Dutch State, and 49% held by commercial
banks, trade unions and other private-sector
parties. FMO has an [AAA rating] from
Standard & Poor’s in 2011.

FMO'’s solid profile and high quality portfolio

COMMITTED PORTFOLIO PER INCOME GROUP (RATED ON DATE OF COMMITMENT, INCL. GOVERNMENT FUNDS)

Country segmentation 2011 2010 2009

(€xmln) % (€xmln) % (€xmln) %
Low 2,599 44 2,233 42 1,834 40
Lower-middle 2,198 38 2,135 40 2,012 44
Upper-middle 1,077 18 924 18 752 16
Total 5,874 100 5,292 100 4,598 100

Note: The country segmentation is based on the World Bank country list definitions, as per January 1, 2008, for low, lower-middle and upper-middle income countries. For more information on World
Bank country list definitions visit http:/data.worldbank.org/about/country-classifications
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allows us to invest in higher risk markets,
either with our own capital or on behalf of

the Dutch government.

PRODUCTS AND SERVICES

FMO tailors each financial package to meet
the needs of that particular client. These
financial packages are often long term and
with higher financial risks than commercial
investors are willing or able to take. That is
our financial role. Alongside financing, we
provide services such as social and environ-
mental management support, or assistance
with corporate governance which can
mitigate many risks involved. We also run
the [Capacity Development] program, which
provides finance to clients with the aim

of improving their management skills and

technical know-how.

Our financing is usually long-term and our
access to [government funds] means we can
take higher risks than we would be able to
do for our own account, providing clients

with innovative financial structures.

We offer a range of products and services,
including:
* Equity, loans and guarantees
* Capital market transactions
* Mezzanine and other tailor-made
solutions
* Long-term and short-term project
financing
* Access to our expertise, vast network

and partnerships

Related links

[Financing business]

SUSTAINABLE DEVELOPMENT IMPACT
Sustainability is intrinsic to FMO's business
and we seek to invest in projects that have
high potential to positively affect all spheres

of development — not just economic.

We invest with the goal of having broad
economic, social, environmental and
governance impact in our clients’ countries.
We work closely with our clients and
partners to assess the developmental
impact of our investments and, if needed,
help them improve on the most important

sustainability criteria.

FMO considers expected environmental,
social and governance (ESG) impact from the
outset. We work with our clients to identify
criteria and define action plans to optimize
this impact, monitoring the progress and

offering support when needed.

After five years, or when we exit a project,
we evaluate this impact. We assess the
business success of the project or company,
but also its impact on the local economy,

community and environment.

We have created several tools for this
purpose, such as:

* An Economic Development Impact Score
(EDIS) system — assessing a business’s
contribution to the local economy.

* The Development Impact Indicator (DlI)
— gauging the relationship between
development impact and volume of new
investment.

e Sustrack — our proprietary monitoring
system, which tracks clients’ progress on

the defined ESG action plan.

Related links
[Development impact]

[Development impact evaluation results]

STAKEHOLDERS

FMO aims to build long-term partnerships
with stakeholders. These include our clients,
employees, shareholders, financial partners,
supervisors, the Dutch government, non-gov-

ernmental organizations, local communities

in which we work, and many more. All
these roles require us to take many different

perspectives and respond accordingly.

Related links
[Stakeholders]

GOVERNANCE STRUCTURE

As a public-private development bank, it is
crucial that our governance structure and
reporting lines are sound and transparent.
This is even more important for a bank
that plays such a role in embedding sound
corporate governance practices in partner

and client organizations.

FMO has a two-tier board structure, with
a Management Board and a Supervisory
Board.

The Management Board develops and
implements FMO'’s strategy and is respon-
sible for ensuring we comply with relevant
legislation and regulations. It comprises
three statutory directors: the Chief Execu-
tive Officer (CEO), the Chief Investment
Officer (CIO) and the Chief Risk and Finance
Officer (CRFO).

The Supervisory Board appoints the
members of the Management Board and
supervises its activities. It advises the Man-
agement Board on the management and
strategic development of the company. The
Supervisory Board currently consists of six
members with specific expertise in FMO's
focus areas. The Supervisory Board members
are appointed by the Annual Meeting of

Shareholders.

Related links
[Management Board biographies]
[Report of the Management Board]
[Supervisory Board biographies]
[Supervisory Board Report]
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REPORTING POLICY AND
JUSTIFICATION OF CHOICES

Since 2006 we have integrated sustainabil-
ity reporting into our annual report.

We aim to report on material elements
only: policies published in previous years
are, for example, not explained or men-
tioned if there are no changes and if no
situations occurred that require reporting.
In addition our environmental and social
impact is most affected by our investments
and thus by our clients, rather than by

our own work at our Hague office in the
Netherlands where labor, environmental

and social standards are already high.

This report covers all FMO's activities

globally on a consolidated company level.

FMO's annual report covers activities that
took place or had an effect on the reporting
year. FMO strives to publish its integrated
financial and sustainability report annually
by April. It is then submitted for adoption to
the Annual Meeting of Shareholders, which

generally takes place each May.

Global Reporting Initiative (GRI)

FMO follows the [Global Reporting Initiative]
(GRI) 3.1 sustainability guidelines plus the
financial sector supplement, which sets the

basis for our reporting method.

Self-assessing our annual report according
to the GRI 3.1 standards, our report rates at
Level B+. We aim to improve this to A+ in

the coming years.

For ease of reference, we have indexed the
content of this report in a [GRI matrix]. We

use the ‘comply or explain’ principle.

Related links
[GRI website]
[GRI matrix]

Transparency Benchmark
FMO participates in the Dutch [Transparency

Benchmark].

Our score increased from 142 points for

our 2009 annual report to 152 for our 2010
annual report out of a possible 200, scoring
higher on elements such as verification and
social aspects. An overview of the scores of
both years is available on the website of the

Transparency Benchmark.

We continue to strive for transparency;
our (most important) policies are available
online as well as our investment criteria,
exclusion list, previous reports etc. In each
of our reports we strive for materiality and

relevance to the reporting year.

For ease of reference, we have created an
index based on last year’s [Transparency
Benchmark matrix] to provide you with

a quick reference guide to all available

information.

Related links
[Transparency benchmark website]

[Transparency benchmark matrix]

Assurance
FMO reports according to the requirements
of the Dutch civil code, or more specifically

section 2:391.

FMO asked KPMG Sustainability to
provide limited assurance on the Report
of the Management Board section of
this Integrated Annual Report. The
assurance is conducted using the ISAE

3000 standard.

Our annual report again received
assurance on both the annual accounts
and report of the management board.

The KPMG assurance report is deemed

by the [NBA] to serve as an example

report for integrated assurance.

Related links
[KPMG Auditor’s report]

Selection of topics

FMO's annual reports cover activities that
took place or had an effect on the reporting
year, but for the selection of topics we

also make use of the GRI system including,
where relevant, the financial sector supple-
ment, developments in the markets in which
we are active and in general, listening to
stakeholder wishes and following the guide-

lines set by Dutch law.

For FMO's reporting we are on route to
report on a GRI A+ level and in our search
for transparency we believe that we should

at least publish our position on these topics.

Quality of data

The data presented in this annual report
comes from the various systems FMO uses
for registering and monitoring its organiza-
tional processes. Naturally different systems
are in place for registering our portfolio or
for registering and monitoring our internal

human resources.

The year-on-year comparability of the data
can be affected by changes in system or
methodology. Whenever this is the case, it

is stated in the report.

Manner of reporting

Our report is written and structured to be
published online. This means you may find
some repetitions in the texts and tables.
This is based on the assumption that an
annual report is hardly ever read from
cover to cover and a more diverse group
of stakeholders wishes to find more

information in our report.
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FMO strives to publish its integrated
financial and sustainability report annually
by April. It is then submitted for adoption to
the Annual Meeting of Shareholders, which

generally takes place each May.

Case studies to clarify

Throughout this report, you can find case
studies that clarify our activities in 2011 and
provide context. The cases are not necessarily
a representative selection of the portfolio or
of new contracts throughout the reporting
year. Cases can only be selected if they were
contracted, paid out or exited during the
reporting year. However, in this report, we
also included for the first time some cases
that were part of the annual evaluation
round. This allows us to show some
examples of how projects have developed

five years after their start, or at exit.

CONTACT US

We are keen for contact with all our
stakeholders. If you have any questions
or comments about FMO and our work,

please contact:

FMO

Anna van Saksenlaan 71
2593 HW The Hague
The Netherlands

P.O. Box 93060
2509 AB The Hague
The Netherlands

T +31(0)70 314 96 96
F +31(0)70 324 61 87
E Info@fmo.nl

W www.fmo.nl
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Report of the Management Board

FROM THE CHIEF EXECUTIVE OFFICER
Despite the clouds gathering over the global
economy, FMO had an overall positive 2011.
Our portfolio size and development impact
improved further and we enhanced efforts
to stimulate knowledge exchange and
innovation, even though our profit was

not as high as last years’ results.

Our approach - working at the frontiers of
development finance, investing capital in pro-
jects and places where others cannot or will
not venture - paid off again in 2011. FMO'’s
relevance was reaffirmed as many western
commercial banks hit by the eurozone crisis

reduced their lending in emerging markets.

The economic crisis in the developed

world is having far-reaching consequences,
accelerating fundamental changes that

are already underway. Three profound and
interconnected global trends are becoming

increasingly evident for FMO.

Profound global shifts

The first trend is the shift of economic activity
and political power from the West to the East
and South. This is changing the pattern of
capital flows in the medium term, with more
commercial capital flowing to emerging mar-
kets, but also flowing from countries such as
China and India to Europe. This is creating

a multi-polar world, which fosters equality

instead of dominance between countries.

The second trend is a shift in the pattern of
poverty. Twenty years ago, more than 90%
of the world’s poor lived in low-income
countries. That has fallen below an estimated
30% as the countries inhabited by the poor
have grown richer. The basis of development
cooperation is moving towards equality,

with the focus on developed and developing

countries doing sound business together
and growth in private sector is now more

important than official development aid.

The third trend is the continuing misman-
agement of global public goods, such

as carbon emissions, water, forestry and
fisheries. With forecasted growth rates, and
given the growing middle class in emerging
markets, we will need 2.3 planets in 2050
to sustain our lifestyles. We cannot solve
the problem by reducing (economic)
growth, because developing countries

need economic growth to reduce poverty.
Instead, we need drastic changes in the way

we all produce and consume.

| believe this third trend to be the most
important in the long term. And for FMO, it
means that our activities should contribute
to the goal of nine billion people to live well
within the means of our planet by 2050

— assuring them of sufficient food, clean
water, sanitation, shelter, mobility, education

and health.

Such factors explain our decision to add
Agribusiness, food & water as an FMO focus
sector in 2011. The growth in the world
population, and the increasing middle-class
population in developing countries, means
a relentless rise in food demand. The agri-
culture industry is a major emitter of carbon
dioxide and uses 75% of the world’s ever-
scarcer water supply, though the increased
productivity provides jobs for many people

in developing countries.

Sustainability is a must

Companies increasingly grasp the importance
of sustainability. Crisis or no crisis, they see
more and more the vital need to take their

social and environmental responsibility, if

they are to retain their markets over the long
term. FMO's role is to invest in entrepreneurs
who have a positive impact on economic
growth and reducing poverty, and who
manage their impact on the environment,

and people responsibly.

Creating a sustainable planet demands true
innovation and a partnership approach, a

dialogue.

To remain a front runner in development
finance, FMO must acquire, build and better
share knowledge — both inside our bank and
with external partners. We need to remain
innovative, both devising new initiatives and
introducing innovations from one market
into another. By using our knowledge

and innovation to help achieve successful
projects in frontier markets, FMO can also
mobilize financing from others — one of our

key strategic aims.

As our 2011 achievements show, we are
well positioned as we prepare to embark on
a journey to ensure nine billion people can
live well within the means of our planet. |
would like to thank all FMO’s employees for
their achievements during 2011. Working in
partnership with all our stakeholders, | am
confident that together we will be able to

grow our impact again in 2012.

Nanno Kleiterp

Chief Executive Officer

Related links:
[Outlook 2012]
[Vision 2050; 2.3 planets needed by 2050]
[Poor Countries or Poor People?] Develop-
ment Assistance and the New Geography
of Global Poverty Ravi Kanbur and Andy

Sumner
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OUTLOOK 2012

Although developed countries are likely
to experience low or in some cases even
negative economic growth rates in 2012,
emerging countries are set to continue

growing, albeit more slowly than in 2011.

The eurozone debt crisis, the high level of
public debt in the US and other countries
and continued pressure on western banks,
have diminished confidence in growth
prospects for the US and Europe in 2012.
This will affect emerging markets that
depend partly on capital flows from and
exports to these markets. They are likely
to see reduced trade flows, volatile com-
modity prices, exchange rate fluctuations

and decreased foreign direct investments.

More cyclical sectors such as commodities,
mining, ports and real estate, as well as the
financial sector may be hit. The extent of all
these factors is difficult to predict, but there
is likely to be impact on FMQO'’s portfolio.

Of course we monitor these developments

closely.

Commercially, FMO enters the year in a
position of strength, with a well-filled
pipeline. For funding and liquidity, we
expect as a top quality sovereign agency
borrower to enjoy continued market access.
The quality of our equity and loan portfolio
may come under pressure due to market
circumstances. If the eurozone crisis were
to deteriorate into a disorderly default of
some member countries and/or the euro
were to be abandoned, a deep recession

in Europe would ensue. This would also
impact developing countries and, in turn,
the quality of FMO’s portfolio and our

access to long-term funding.

Regarding our strategy, next year marks
the last of our 2009-2012 strategic period.
During 2012, we will draw up our strategy
for the period 2013-2016.

Prime focus areas for FMO in 2012 are:

¢ Innovation and leadership

e Sustainability

* Partnerships

e Catalyzing funds of (commercial) third

parties

Innovation and leadership

The year 2012 will see a continuation of the
current strategy with a focus on innovation
and leadership. We will invest not only in
the innovative companies, projects and
partners, but will also not stay away from
innovation in forms of finance.

We seek leadership especially through
becoming a more prominent investor in

the Financial institutions, Energy, Housing,

Agribusiness, food & water sectors.

Sustainability

In the past years environmental, social and
governance (ESG) policies have been inte-
grated successfully into the business, with
the focus to date mainly on environmental
and social issues. With the increased regula-
tion concerning governance and compliance,
corporate governance will acquire a more

prevalent role in 2012.

The increased attention to climate change
offers opportunities for FMO to mobilize
private sector funds for climate change. Our
expanding sustainable energy portfolio gives
us a good basis. We will undertake more
climate change activities, in order to posi-
tion FMO further as a leading Development

Finance Institution (DFI) in climate finance.

Partners

Our partners remain an important source
for knowledge sharing and deal sourcing. To
strengthen our cooperation with [DEG] and
[Proparco], in 2011 we signed a friendship
facility cooperation agreement and drafted
accompanying operational guidelines. In
2012, we will also open a shared office with
DEG in Johannesburg. This will strengthen
our sourcing capacity and enhance our
service to clients who require a larger
amount of financing, and will give us scope

to take on more lead management roles.

With IFC, one of our main partners, we

will explore further cooperation through
initiatives in Anti-Money Laundering (AML),
Know Your Customer (KYC), ESG and
mobilizing funds. Statements on [AML] and
[KYC] are published on FMO’s new website.
The cooperation with [BIO] on energy and
infrastructure transactions is a success and
a proof of trust resulting from the good
performance of FMO. With EBRD we have
and will continue to make steps in aligning
our processes and in improving our mutual

understanding and communication.

Besides our DFI partners, we will also
continue to work with our broad network
of private equity fund managers and our
core commercial banking partners includ-
ing Rabobank, Citibank, Deutsche Bank,
Standard Chartered, [RBS] and [ING].

Mobilizing finance

We will actively explore opportunities
and work on new initiatives to catalyze
funds with other DFIs and/or commercial
parties. Our focus will be on taking lead
management roles in transactions in our

focus sectors, thereby mobilizing funds
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from both commercial banks and other

DFls.

Catalyzing commercial funds will mainly
take place in more developed financial
markets. At the same time, our partnerships
with other international DFls will enable us
to catalyze money in countries where it is

difficult for commercial investors to operate.

Related links

[Mobilizing finance]

Development impact

Underlying our agenda and business plans
for 2012 is our continued focus on realizing,
measuring and communicating our develop-

ment impact to our stakeholders.

Although we have an extensive scoring
system in place to indicate expected impact
at the start of each project and began
working with quantitative indicators in
2010, we continue to seek a better tool than
the Economic Development Impact Score
(EDIS) for making our expected impact more

comprehensible and transparent for all.

One of the main difficulties lies in creating
scores for the expected impact that our
investment has on the clients of our clients.
Although we provide guidance on setting up
environmental and social risk management
systems, this does not provide information
on the direct or indirect impact that our
financing eventually may have. Many other
factors can make either positive or negative
contributions. Thus making it very difficult

to measure our (expected) impact.
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FMO IN 2011

When 2011 began it was expected to be
the second year of recovery from the global
economic crisis of 2008, but the economic
outlook for both the short and long term
grew more uncertain during the year as

problems in the eurozone deepened.

Despite the worsening of the debt crisis in
Europe and political wrangling in the US
over a deficit reduction plan, the fundamen-
tals of emerging and frontier economies,
and the investment climate there, generally
remained strong. Some, such as India,
showed signs of overheating and were

forced to apply the monetary brakes.

Some nervousness came into emerging
markets during the second half of 2011 as
eurozone problems deepened, the global
investment mood became less bullish and
concerns intensified over capital flows,
commodity prices and possible contagion

from developed markets.

Yet this only made FMO more relevant as
western commercial banks, struggling with
the quality of their portfolios and deleverag-
ing to meet increased capital requirements,

reduced their lending in emerging markets.

For 2011 as a whole, FMO can look back on
a successful year in which we achieved most
of our targets and key strategic objectives

in terms of both financial performance and

development impact.

It was the third year of our strategy cen-
tered on focus sectors. Our focus sectors of
Financial institutions, Energy and Housing
increased their committed portfolio sizes.
We also saw growth in our activities in other
sectors. Among the key market trends we
observed during 2011 was the increased

attention from governments and [NGOs]

to the development impact we create.
2011 was the second in which we used
quantitative indicators to detail the social
and environmental impact of our projects,
enabling us to make more meaningful

comparisons in the years to come.

We outperformed on all our development
impact targets: new commitments, new
commitments in low-income countries,
catalyzing more funds and average

Economic Development Impact Score (EDIS).

New commitments were overall substantially
stronger than in 2010, especially in the

Energy sector.

We have a strategic focus on low-income
countries, as agreed with the Dutch gov-
ernment. We have also chosen this focus
because access to long-term finance is even
more limited in low-income countries than
in other developing countries. The share

of the low-income countries of our total
portfolio (excluding government funds) rose
again in 2011, to 41%. This was well above
our long-term target of 35%, and compares
with 31% at the creation of our current

strategy in 2008.

Our average EDIS was 66, above our target
of 64 that we had set for each year of the
current strategy. This was mainly reached
through a large number of energy projects
contracted in 2011, which on average have

high EDIS scores.

Our operational result was above that of
2010, primarily due to higher income from

our growing loan portfolio.

We initiated several innovative projects, such
as a joint Development Finance Institution
(DFI) sector approach in Nigeria and Bang-

ladesh to encourage banks and regulators

to create a more sustainable financial

sector in their countries. On the social

side, we pioneered the introduction of the
Consumer Protection Principles by awarding
a consumer finance client a margin discount
for successfully implementing the principles
in its business. We successfully completed
feasibility studies on climate change mitiga-

tion initiatives.

In November, we organized a conference on
boosting investment in sustainable forestry.
We are one of the first DFIs to work in that

area.

Mobilizing funds for our markets was a
strategic focus in 2011. We placed more
emphasis on finding opportunities to
catalyze funds in which FMO was either
joint or sole mandated lead arranger of

US $50 million or more. We outperformed
our target to mobilize US $500 million
through syndicated loans, parallel loans
and/or risk-sharing agreements. Together
with experienced partners, we are exploring
establishing two new investment funds for

institutional investors.

Partnership is key to FMO, and last year

we further formalized collaboration with
German and French DFIs DEG and Proparco.
We finalized preparations for establishing

a joint office in Johannesburg with DEG in
2012. With both partners we set up a joint
facility agreement and signed a memo-
randum of understanding to create a joint

initiative to finance the food supply chain.

We co-led a push for the adoption of

a common approach to integrating
corporate governance in investments.
This culminated in the leaders of 29 DFIs
signing the Corporate Governance Devel-
opment Framework, a set of guidelines to

support sustainable economic development
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in emerging markets, in Washington in

September 2011.

The coming year is the last of our 2009-

2012 strategic period and we devoted time

and effort in 2011 to reviewing our strategy.

Our managers embarked on ‘Journey 2020’,
a process to determine where FMO will be
in 2020 and contemplate how we will get
there. Information gathered will feed into

the evolved strategy we will set in 2012.

Throughout this report, you can find case

studies that clarify our activities in 2011
and provide context. The cases are not
necessarily a representative selection of the
portfolio or of new contracts throughout
the reporting year. Cases can only be
selected if they were contracted, paid out
or exited during the reporting year.
However, in this report, for the first time
we also include some cases that were part
of the annual evaluation round. This allows
us to show some examples of how projects
have developed five years after their start,

or at exit.

COMMITTED PORTFOLIO PER INCOME GROUP (RATED ON DATE OF COMMITMENT, INCL. GOVERNMENT FUNDS)

Country segmentation 2011 2010 2009

(€xmin) % (€xmin) % (€xmln) %
Low 2,599 44 2,233 42 1,834 40
Lower-middle 2,198 38 2,135 40 2,012 a4
Upper-middle 1,077 18 924 18 752 16
Total 5,874 100 5,292 100 4,598 100

Note: The country segmentation is based on the World Bank country list definitions, as per January 1, 2008, for low, lower-middle and upper-middle income countries. For more information on World
Bank country list definitions visit http://data.worldbank.org/about/country-classifications

COMMITTED PORTFOLIO PER SECTOR 2010 VS 2011 (€XMLN)

Financial institutions

Non invest- Investment Agribusiness, Diverse

ment funds funds Energy Housing food & water sectors Total
2011 1,884 1,103 1,017 420 330 1,120 5,874
2010 1,742 1,056 690 407 334 1,063 5,292
Note: 2010 figures of sectors are in some cases adjusted for comparative analysis between the new sector segmentations.
COMMITTED PORTFOLIO PER SECTOR PER REGION (€XMLN)

Financial institutions

Non invest-  Investment Agribusiness, Diverse
2011 ment funds funds Energy Housing food & water sectors Total
Africa 440 341 450 148 7 362 1,748
Asia 403 285 236 96 83 415 1,518
Latin America & the Caribbean 420 128 270 95 157 169 1,239
Eastern Europe & Central Asia 535 212 49 81 69 135 1,081
Non-region specific 86 137 12 0 14 39 288
Total 1,884 1,103 1,017 420 330 1,120 5,874
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GROUP PERFORMANCE

Financial highlights

Key financial results in 2011 include:

* €1.306 million in new investments (2010:
€1.026 million);

* €5.9 billion total committed portfolio
(2010: €5.3 billion), of which 44% was in
low-income countries;

* €93 million net profit (2010: €126 million).

Please see [Financial Results] section for

details.

Operational highlights
Highlights of 2011 can be found throughout
this annual report. Here are some of our key
operational achievements:

* We added a fourth focus sector — Agri-
business, food & water. This will allow us
to use and further expand our experience
and expertise in this key sector, which

we believe has a very high potential for

development impact in terms of boosting
food security and alleviating poverty.

* \We maintained our focus on low-income
countries. Some 44% of our portfolio is

committed to these markets.

We realized attractive private equity exits
of our own portfolio companies and
benefitted from various profitable exits
in our funds portfolio. We completed 27
private equity investments, the majority

of them direct investments.

We upgraded and implemented new
Client Risk Rating scorecards, validated
by Moody’s. The four new scorecards —
Bank, Non-Bank Financial Institutions,
Corporate and Project Finance — generate
ratings comparable with those of S&P
and Moody's, satisfy Basel requirements
and enable us to use our capital more
efficiently.

* Funding was further diversified, by issuing

[AUD] and [CAD]-denominated bonds.

NEW CONTRACTS PER SECTOR PER REGION (€XMLN)

Financial institutions

* We mobilized more third-party funds
to emerging markets, in line with our
strategic objective. We outperformed
our target to mobilize US $500 million
through syndicated loans, parallel loans

and/or risk-sharing agreements.

Development impact

FMO calculates the ex ante economic
development impact of its investments
using the Economic Development Impact
Score (EDIS). With this tool, we assess the
potential contribution that the activities we
finance, make to the local economy. It is part
of the FMO scorecard application. This is our
instrument for judging and tracking FMO's
investments in a uniform and objective
manner — it is developed to objectify and
weigh risks and to assess the impact of each

potential project.

In 2011, the average EDIS of our new

Non invest-  Investment Agribusiness, Diverse
2011 ment funds funds Energy Housing food & water sectors Total
Africa 146 0 160 40 0 110 456
Asia 127 37 60 0 16 67 307
Latin America & the Caribbean 106 88 24 26 27 279
Eastern Europe & Central Asia 103 45 15 13 49 225
Non-region specific 12 20 0 0 0 7 39
Total 494 65 353 79 55 260 1,306

Financial institutions

Non invest-  Investment Agribusiness, Diverse
2010 ment funds funds Energy Housing food & water sectors Total
Africa 85 56 32 44 1 63 281
Asia 74 39 1 53 21 88 276
Latin America & the Caribbean 108 13 71 18 52 24 286
Eastern Europe & Central Asia 74 15 0 11 14 17 131
Non-region specific 19 1 0 0 5 27 52
Total 360 124 104 126 93 219 1,026



Annual Report 2011 | Report of the Management Board

commitments was 66, well above our cur-
rent strategies target of 64. A target we
annually wish to reach and one we can only
reach by having a sufficiently high EDIS

on average for every new commitment.
This year it was amongst others reached
through a large number of energy projects
and private equity deals which often have a

relatively high EDIS.

Our Development Impact Indicator (DII)
provides insight into the relationship
between development impact and the
volume of new investment. We calculate
the DIl by multiplying the EDIS score by the
amount of new investments in millions of

euros, and dividing this figure by 100.

DIl was 861 in 2011, up from 687 in 2010. A
higher DIl reflects our aggregated develop-
mental footprint, with a greater volume of
impact investments ultimately generating

benefits for a greater number of people.

In addition to EDIS and DII, FMO has
developed a set of quantitative impact and
outreach indicators to provide more detail
on our economic development impact.
Gaining more insight into the impact of our
investments helps us optimize our portfo-

lio’s impact.

Quantitative indicators
Post-investment, monitoring of clients’
achievement of the stated potential
development impact becomes pre-eminent.
For this purpose, FMO has developed and
collects industry-specific (quantitative)
indicators for our whole portfolio. For
example, if we finance a textile company,
the construction of a new power plant, or
a bank, we want to find out the number

of jobs created, the number of households
that gain access to electricity or the number

of loans extended to micro, small and

medium-sized enterprises (MSMEs), respec-

tively.

The data - on areas such as employment
created or local tax income generated — are
estimated ex ante, monitored and eventually

measured ex post.

The year 2011 was the second year in which
we used quantitative indicators to detail
the social and environmental impact of our
projects. However 2010 and 2011 data are
on a portfolio level not strictly comparable;
General figures would be based on a
changed portfolio of FMO clients, indicator
definitions and reporting periods vary to

some extent across clients.

Besides this, FMO is often a minority
investor and therefore the results of these
quantitative indicators cannot be attributed
exclusively to FMO. These results should

be seen more as the results or current
statuses of our clients. All this is why

we have chosen not to publish the
portfolio wide quantitative indicator
figures. Publishing them could lead to the
comparing incomparable figures and thus

possibly wrong conclusions.
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SUSTAINABILITY

Upholding high sustainability standards

is integral to FMO's business. Our Moving
Frontiers strategy, which aims to further en-
hance our development impact, emphasizes
the importance of meeting environmental,
social and governance (ESG) standards.
Complying with international standards
and ESG criteria has several benefits. FMO
has noted that clients who realize a high
financial return on investment typically tend

to adhere to high ESG standards.

FMO strongly believes that focusing on ESG
criteria can help businesses identify op-
portunities for revenue growth and market
access. It stimulates innovation and can
help save costs. It can also help businesses
increase productivity, enhance access to
capital, open up new markets and bring
their risk management to a higher level.
We are committed to sharing our sustain-
ability expertise and knowledge with our
clients, peers and partners. Through this
cooperation, we aim to raise ESG standards

among businesses in developing countries.

Sustainability management approach
The Management Board of FMO is
responsible for the development and
implementation of FMO's sustainability
policy. Day-to-day sustainability management
is delegated to the Manager of Sustainability
Development. The directors of each of FMO's
five front office departments (Energy & Hous-
ing, Financial Institutions, Agribusiness &
Diverse Sectors, Private Equity and Financial
Markets) are responsible for implementing
sustainability strategies and developing
initiatives in their departments. Directors are
supported by managers and environmental &
social (E&S) specialists. FMO’s own environ-
mental footprint is managed by the Director
ICT & Facility Services. We address our

suppliers on their environmental and social

behavior whenever we deem relevant and
possible to such an extent that is acceptable
for FMO. Applying a practice what we
preach attitude.

Innovations in sustainability
Innovating in sustainability was a priority in
2011. We showed our commitment through

a number of initiatives:

Financing private sector climate change
initiatives by organizing a [Boosting Invest-
ments in Sustainable Forestry and Forest
Carbon Conference] in Amsterdam. Com-
mitted a record amount of €287.7 million
to sustainable energy projects and took the
lead joint structuring role in [KivuWatt] and
[Addax] - two groundbreaking projects that
have been recognized internationally with

Project Finance International awards.

Our Financial Institutions department held
sustainability round table discussions with
the central banks, commercial banks and
regulators in Bangladesh and Nigeria. In
Cambodia we engaged with the micro-
finance sector on consumer protection. And
together with DEG, we organized a round
table event focusing on environmental and

social issues for African fund managers.

Although FMO currently does not finance
any palm oil projects we partnered with
the [World Wildlife Fund] (WWF) and CDC
to produce a report on the Profitability and
Sustainability in Palm Oil Production. This
is one of the first studies of its kind in that
it aims to demonstrate the business case
for certification at an industry/sector level.
This report surveys the financial costs and
benefits experienced by growers of palm oil
through the implementation of Roundtable

for Sustainable Palm Oil (RSPO) certification.

We also held a round table event on sustain-

ability with representatives of the Indone-
sian banking sector where we discussed the
study on the possible creation of a private

sector FIT Fund in Indonesia.

In 2011, FMO worked to demonstrate

the ‘business case’ for sustainability. We
assembled case studies from our own
portfolio that demonstrate how our clients
have successfully integrated sustainability
into their production processes, thereby
mitigating risks and reaping benefits which
are ultimately reflected in stronger financial
performance. In 2012, FMO's investment
officers will use these business cases in the
field, as vivid examples to communicate
the added value of ESG to our prospective

clients’ business activities.

Related links

[Sustainability case studies]

ESG action plans

ESG action plans have been a part of FMO'’s
financing process for many years. Over the
past few years we have made these plans
[SMART], which means we now aim to help
improve our clients’ ESG performance in a
more concrete and practical way. For each
action plan, we identify the most relevant
ESG criteria, assess which criteria have been
met and list the measures that need to

be taken to meet those still outstanding.
The ultimate goal of these measures is to
mitigate a client’s ESG risks and if possible
capitalize on ESG opportunities. We agree
on changes with the client, which may
include reducing CO2 emissions, obtaining
an independent certification, improving
labor conditions, or meeting legal minimum

wage requirements.

We oversee action plan implementation
through our proprietary Sustrack monitoring

system, used for the first full year in 2011
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following its 2010 introduction. Sustrack
allows us to monitor the ESG performance
of clients on a continuous basis, enabling

swift intervention when necessary.

We help clients to meet ESG requirements
where possible and enter into dialogue with
clients who fail to implement measures
agreed upon in their ESG action plan. The
ESG standards FMO applies are those of
the International Finance Corporation. (For
more on the IFC Performance Standards, see
[www.ifc.org]). We also adhere to or are an
active subscriber to and/or participant in:
¢ Client Protection Principles of the
[Consultative Group to Assist the Poor]
¢ [Common DFI Approach to Corporate
Governance]
¢ [Equator Principles]
* Global Impact Investing Network [GIIN]
* [OECD Guidelines for Multinational
Enterprises]
* United Nations Environment Programme
Finance Initiative [UNEP-FI]
* United Nations Principles for Responsible

Investment [UN-PRI]

In 2011, we again demonstrated our
commitment to ESG by achieving 80% of
our 128 action items. Since 2010, FMO has
set a company-wide target to realize at
least 80% of the overall action items due
each year. It is our aim for 2012 to realize at
least 85% of all the agreed action items due
in 2012. Our directors and managers are
responsible for meeting the targets, mak-
ing FMO one of the first banks to add ESG

targets to its financial targets.

ESG incentives

FMO continues to carry out the pilot project
to encourage clients to implement ESG best
practices through an incentives mechanism.
As far as we know, we are the first develop-

ment bank in the world to have developed

a framework to offer a reduced interest
rate to borrowers who meet ESG standards
within a set timeframe. We term this pricing
incentive a ‘margin reduction incentive’'.
FMO works with third-party consultants
who assess whether client agreements have
been fulfilled.

This innovative lending approach, which
reflects FMO's philosophy of partnering with
our clients and offering concrete financial
benefits for ESG compliance, was very well
received in 2011, both by clients and DFls.
Following close review of ESG action targets
via our Sustrack monitoring system, one of
our clients — Banco Continental in Paraguay —
qualified for this margin reduction incentive

in 2011.

In 2012, we will evaluate the pilot on the
margin reduction incentive and continue
streamlining sustainability into our business
ensuring our clients implement contractually-

agreed ESG action plans.

To find out more about Banco Continental,

please visit last [year’s report].

Improving corporate governance

in practice

Improving our clients’ corporate governance
is a key part of our ESG focus. Here are
some of the examples which took place in

2011.

One of the main highlights on the corporate
governance front last year was the World
Bank meeting in September 2011. This
forum saw the leaders of 29 Development
Finance Institutions adopt the [Corporate
Governance Development Framework], a
common set of guidelines to support sus-
tainable economic development in emerging
markets. By signing the Framework, FMO

and fellow signatories are strengthening

their coordination and commitment to
fostering transparency, accountability, and
good corporate governance among the
clients we finance. To do so each signatory
agreed to appoint a corporate governance
representative, responsible for integrating
corporate governance considerations on the
part of their (prospective) clients as a key

part of their investment operations.

We work with fellow DFIs to harmonize

the tools we use to assess new clients’
corporate governance. For the past few
years, DFls have been using a toolkit that
was co-authored by FMO, which helps map
their client’s strengths, weaknesses and
corporate governance goals. The toolkit was
officially adopted by the signatories to the
framework during the World Bank meeting

in September.

FMO used the corporate governance
toolkit in select pilots in 2011. It sets a
clearly structured roadmap that both we
and our clients can consult, yet is flexible
enough to differentiate between clients
according to their development stage.

Last year we organized three sessions to
educate FMO investment officers about
our corporate governance policy and tools.
We also extended these corporate govern-
ance trainings to European Development
Finance Institutions (EDFI) members, helping
enhance understanding throughout the

industry of how to best use the toolkit.

We actively participated in corporate
governance conferences, seminars, director
trainings and other knowledge-sharing
activities with sister development finance

organizations.

Related links
[Corporate Governance Development

Framework]
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Embedding ESG

In 2011, FMO took steps to further embed
sustainability in the organization. Board
members sought to enhance awareness of
the importance of embedding sustainability
by addressing ESG issues, and stressing
FMO’s commitment to sustainability, in
presentations and speeches at quarterly

staff meetings.

The management team of our Financial In-
stitutions department successfully concluded
the three-week United Nations Environment
Program training. Through training offered
by FMO, employees participated either in

corporate governance or ESG training.

FMO appointed 2 new Environmental and
Social (E&S) specialists, making sure every
front office department has at least one ESG
expert available to advise staff on client-
related ESG issues. The total number of E&S
specialists at FMO increased to 13 FTE from
11. Our ESG criteria including for example
human rights issues are embedded in our
[investment criteria] and [exclusion list].

These are available on our website.

Our goal for 2012 is to further embed
corporate governance into FMO’s own

processes.

Reducing FMO'’s own footprint
FMO's largest footprint is through our
clients’ impact and our own air travel to
and from client meetings. Thus as part
of our long-standing goal to reduce our
environmental footprint, FMO employees
can take an online IFC Performance
Standards course to learn about our
environmental, social and sustainable

investment activities.

In 2011, we once again took steps to reduce

our ecological footprint by limiting our

use of resources such as energy and paper.
We introduced new printers that use wax
rather than toner, energy-efficient computer
monitors and continued efforts to become

a paperless office by digitizing the disburse-
ment process. Striving for sustainable supply
chain management, we prefer suppliers that
have ESG standards acceptable for FMO and
offer the best combination of sustainable

products, services and entrepreneurship.

Our office building in The Hague is A-label
certified in terms of energy efficiency on

a scale of A (most efficient) to G (least
efficient); the electricity we buy is so-called
‘green energy’, generated from hydropower.
Our heating is provided by waste water
from the city’s heating. In 2011, FMO used
Gold Standard rights to compensate its CO»
emission. These are currently the highest
level of compensation rights available. Gold
standard rights also include compensation
for CO2 emission for employees’ use of
public transport for their daily commute.

A substantial part (approximately 35%) of
our workforce uses trains, buses or trams
on a daily basis. For more details, visit the

['FMO’s footprint’] page on our website.

Development impact

evaluation results

FMO'’s investment selection process is
focused on optimizing contributions to
private sector growth and development,
which in turn will lead to economic growth
and development. To verify actual realization
of expected impact, FMO evaluates projects

after five years or on exit if earlier.

The evaluation assesses the business success
of the project or client company and its im-
pact on the local economy, community and
environment. Furthermore, we look at our
investment outcome and the role and con-

tribution of FMO to the project’s outcomes.

In other words, was FMO's financing
additional or catalytic to the market or did
we provide guidance on for example ESG
aspects. All this allows us to investigate

to what extent the various outcomes are
interrelated, and to learn how we can

further improve development results.

As much as we expect our projects to
succeed, some projects will fail, as a result
of the high risk environment in which FMO
operates, leading to poor development and
investment outcomes. Reasons for success
and failure include: external factors, internal
(clients’) circumstances, market-related

factors and how FMO performed its role.

The graph is based on 77 project evaluations
taken from all investments made in 2004-
2006 for projects financed through FMQO'’s
own capital, referred to as FMO-A. Results
once again show that FMO has in general
not supported projects where there was a
significant trade-off between development
outcomes and project returns for FMO.
More often than not, projects that realize
good development outcomes concurrently
realize good investment outcomes and

vice versa.

Evaluation results of the three-year period
provide similar evidence as those evaluated
last year for the period 2003-2005, with
65% (2010: 74%) of projects realizing
win-win outcomes (good development

and good investment outcomes) and 13%
(2010: 10%) realizing lose-lose outcomes.

In other words, for 78% of projects FMO
supported in the period, there was a direct
correlation between project development
outcomes and investment outcomes (returns
for FMO). We can thus deduce that FMO has
not necessarily sought profit at the expense
of development effectiveness. Business suc-

cess has been the most important driver for
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development impact as clients have to

be profitable in order to be financially
sustainable, which is necessary if they are
to have lasting positive effects on the local
economy, and to improve on environmental

and social issues.

Projects, in which FMO's performance and
contribution was minor, also produced
disappointing development outcomes
almost twice as frequently then projects
where FMO'’s role and contribution were
rated as satisfactory. Hence, we can
conclusively say that a significant role by
FMO in a project offers potential to increase

development outcome success rates.

Where disconnect was observed between

development outcomes and investment

returns (outcomes) for FMO, this often
reflected FMO's product choice. In 18% of
the evaluated projects, with poor develop-
ment outcomes and good investment
outcomes, these involved mostly loans.
Where FMO provides a loan, it has a ranking
claim on assets/cash flow for loan servicing
as well as security packages, which provides
some downside protection. Hence, clients
have the obligation to make payments when
due, even though their underlying financial
results (financial/business outcomes) due to
the crisis are below expectations which in
turn hampers their ability to make any sub-

stantial contribution to economic growth.

e Evaluations are performed five years
after approval of a project on a strati-

fied random sample of all projects and

corrected to create a representative

sample of the portfolio.

The 77 investments evaluated were taken
from all investments made in 2004-2006.
Evaluation outcomes are thus based

on the number of projects rather than
volume and are combined average results

of these evaluations.

Outcomes of investments and develop-
ment are rated as good when the out-
come does not have a negative financial

or development impact result.

For more on 2011 evaluation results,
performance indicators and rating criteria,

visit the FMO website: [www.fmo.nl/reports]

77 INVESTMENTS FROM FMO-A, 2004-2006 — DEVELOPMENT VERSUS INVESTMENT OUTCOMES

69%
Good development
outcomes

31%
Poor development
outcomes

@~
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65%

\

17%
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Poor investment

83%
Good investment
outcomes
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CASE STUDY

A Latin American bank that didn’t make it

A Latin American bank was focused on

financing micro, small and medium-sized

companies and low-income housing in

rural and urban sectors. The objective of

FMO'’s financing was to facilitate the fast

growth of the bank in both. Its strategy
was to become a profitable, sustainable

high quality bank.
But in 2008 the global crisis hit hard

and by the end of 2009 restructur-
ing was needed. FMO and other fi-

CASE STUDY

nanciers continued their support and
provided additional capital. However
additional factors such as overexposure
to the livestock sector and inability to
quickly change an inadequate corporate
governance structure did not help. The
bank was closed by the country’s central

bank in 2010.

Although the early days showed positive
results on economic development,

these were in the end very limited in

comparison to what was expected initially.
The environmental and social improve-
ments agreed to in the action plan were
not achieved mainly due to the increased

focus on achieving better financial results.

Contracted initially in March 2006, the
investment was provided in various forms

including local currency.

Development outcome: unsuccessful

Investment outcome: unsatisfactory

Banco FIE: Increased funding at lower costs for Bolivian
micro-and small enterprises

Banco FIE is a Bolivian microfinance
institution (MFI) whose core activities
include lending to micro entrepreneurs,

offering savings products, money

transfers and remittances, and facilitating

payments of utilities, social security and
taxes. In March 2006 FMO provided

scarce long term local currency finance to

Banco FIE, which enabled FIE to grow its

local currency denominated portfolio and

provide more economic and longer tenor

funding to micro- and small enterprises.

Since FMO's investment in 2006, Banco
FIE has grown substantially. The loan
portfolio increased from US $102 million
in 2006 to US $582 million in 2011,
making Banco FIE the 2nd largest MFI

in Bolivia.

FIE has actively contributed to lowering
lending costs for its clients by seeking to
reduce its interest rates, while maintaining
healthy profitability. It is able to do so

due to its own increased efficiency and

strong growth. In addition, FIE offers
relatively low interest rates for more
costly rural and micro loans, hereby
increasing financial access. FMO regards
the investment in Banco FIE to be highly
successful both financially and in terms of

development impact.

Development outcome: highly successful

Investment outcome: excellent
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FINANCIAL RESULTS

KEY FINANCIAL FIGURES

2011 2010 2009 2008

BALANCE SHEET (€XMLN)
Net loans 2,585 2,269 1,942 1,763
Equity investments portfolio (including associates) 795 688 531 456
Total assets 5,059 4,305 3,772 3,654
Shareholders’ equity 1,665 1,514 1,327 1,229
Debt securities and debentures/notes 2,679 2,365 2,180 1,295
Committed investment portfolio 5,874 5,292 4,598 4,182

of which government funds 828 726 721 639
PROFIT AND LOSS ACCOUNT (€XMLN)
Income
Interest income 195 181 177 175
Interest expenses -48 -48 -68 -69
Net interest income 147 133 109 106
Income from equity investments 46 52 27 87
Other income including services 45 40 30 17
Total income 238 225 166 210
Expenses
Operating expenses -52 -50 -52 -56
Operating profit before value adjustments 186 175 114 154
Value adjustments

¢ on loans and guarantees -23 -18 -46 -96

* on equity investments -36 -1 -6 -28
Total value adjustments -59 -29 -52 -124
Operating profit after value adjustments 127 146 62 30
Share in the results of associates & subsidiaries -9 5 -1 7
Profit before taxation 118 151 61 37
Income tax -25 -25 -1 11
Net profit 93 126 60 48
RATIOS AT END OF YEAR (%)
Shareholders’ equity/Total assets 32.9 35.2 35.2 33.6
Return on average shareholders’ equity

* Operating profit before taxation 7.4 10.7 4.8 3.1

* Net profit 5.9 8.9 4.7 4.0
Net profit/Total assets 1.8 2.9 1.6 1.3

20
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The year 2011 was another challenging and
successful one for FMO. However, the global
financial crisis did have an impact on some

of our clients.

Due to our deep knowledge of the markets
in which we are active, and close contact
with our clients, we were able to achieve
overall successful results in 2011, even
though the global financial crisis affected
some of our markets and clients. Sound
risk management, a sound capital base
and a robust investment selection process
also contributed to these results. New
commitments increased by 27% to €1,306
million (2010: €1,026 million), well above
our target of €1,000 million. As a conse-
quence, the committed portfolio grew

by 11% to €5,874 million (2010: €5,292

million).

Of the new commitments, 45% (2010:
48%) were realized in low-income counties.
The share of low-income countries in the

committed portfolio was 44% (2010: 42%).

Close and intensive contact with our clients

enabled us to support and serve them

HISTORICAL OVERVIEW

efficiently and proactively, and reduced the
increased risks of the portfolio caused by

the market conditions.

Net profit decreased to €93 million (2010:
€126 million), mainly due to higher value
adjustments on equity investments and
lower results from associates. The disbursed
loan portfolio growth also led to higher

value adjustments on loans.

Total income (including results from associ-
ates) declined by 1%. Interest income and
results from equity investments formed the
largest part of total income. Net interest
income increased by 11% to €147 million
(2010: €133 million). The growth in the
disbursed portfolio and increased credit
spread were the main drivers of the higher

interest income.

The global financial crisis negatively affected
exit possibilities for equity investments.
The results from equity investments

decreased by €6 million to €46 million.

Committed portfolio

The committed portfolio grew by 11%

to €5,874 million, of which €912 million
(including FOM) represented the funds
managed on behalf of the Dutch State.

Of the gross outstanding portfolio (State

funds excluded) the local currency financing
share remained stable at more than 14%. Of
the remainder, 72% of the facilities are in US

dollars and 14% in euros.

Loan portfolio developments

FMO concluded the year with a loan portfo-
lio of €2,871 million representing a portfolio

increase of about €330 million over 2011.

In 2011 our portfolio quality decreased,
visible in the non-performing loan (NPL) ratio
increasing from 2.3% to 3.4%. Of the non-
performing loans as per December 31, 2011
an amount of €13,432 is guaranteed by a
third party. When the guaranteed amount is
included the NPL ratio will decrease to 2.9%.
In general, the non-performing loans repre-
sent a fair cross section of our portfolio and
no correlation with respect to specific sector

or geographic region has been identified.

In 2011, our (partial) write-offs were limited

2011 2010 2009 2008 2007

Committed portfolio (€xmin) 5,874 5,292 4,598 4,182 3,403
¢ Share in Africa (%) 30 28 29 28 27
* Share mezzanine and equity (%) 45 46 45 43 42
* Local currency (%) 13 16 15 16 17
New contracts (€xmln) 1,306 1,026 911 1,314 1,315
Net profit (€xmin) 93 126 60 48 105
Result sale of equity (€xmin) 32 36 16 78 73
Government funds (incl. FOM) of committed portfolio (%) 15 15 18 17 21
Shareholders’ equity (€xmln) 1,665 1,514 1,327 1,229 1,182
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to three loans, corresponding to 0.6% of our
portfolio. Looking at our overall portfolio
and the limited number of non-performing
loans, we see no trend that would indicate a

material deterioration of asset quality.

Equity portfolio developments

As to the private equity portfolio, the
positive excess value of the portfolio in
relation to its cost price has remained as

it was in the previous three years, with

DEVELOPMENTS OF THE LOAN PORTFOLIO

disbursements keeping pace and a moderate

value growth in the portfolio.

2011 brought full exits and several

partial exits of direct investments. Fund
investments also continue to realize exits
and return capital to their investors. In
general, the carrying amount to cost ratio
increased from 118% to 122%. Foreign
exchange effects had no material impact

on the overall portfolio in 2011.

Income

Total income (excluding results from
subsidiaries and associates) increased by
6% to €238 million. The main driver for
the increased total income was the net
interest income, which grew by €14 million
in comparison with 2010 as a result of the

portfolio growth.

The disbursed portfolio grew by €316 mil-

lion to €2,585 million. Both disbursements

(€x1,000) 2011 2010 2009
Gross portfolio loans 2,870,781 2,540,913 2,204,526
Written off amounts 18,433 5,830 8,497
NPL (Principals with arrears > 90 days) 97,350 58,571 78,633
NPLs as % of gross portfolio 3.4% 2.3% 3.6%
DEVELOPMENTS OF THE EQUITY PORTFOLIO
at December 31 2011 2010
Total carrying amount (€x1,000) 795,439 688,187
Total cost price (outstanding amount) (€x1,000) 653,471 582,888
Difference carrying amount and cost prices (€x1,000) 141,968 105,299
Carrying amount/cost price in % 122 118
Impairment % on portfolio 10.6 7.6
COMMITTED PORTFOLIO 2011 PER PRODUCT PER REGION (€XMLN)

Commercial loans Equity  Guarantee  Mezzanine Total
Africa 875 526 49 298 1,748
Asia 724 302 47 445 1,518
Latin America & the Caribbean 897 175 17 150 1,239
Eastern Europe & Central Asia 539 177 50 315 1,081
Non-region specific 25 135 31 97 288
Total 3,060 1,315 194 1,305 5,874
COMMITTED PORTFOLIO 2011 PER PRODUCT PER SECTOR (€XMLN)

Commercial loans Equity = Guarantee  Mezzanine Total
Financial Institutions excl. investment funds 1,122 182 117 463 1,884
Financial Institutions — Investment funds 2 806 16 279 1,103
Energy 682 159 6 170 1,017
Housing 261 11 8 140 420
Agribusiness, food & water 208 41 5 76 330
Diverse sectors 785 116 42 177 1,120
Total 3,060 1,315 194 1,305 5,874
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and repayments increased substantially
compared to 2010. In 2011, disbursements
totaled €882 million (2010: €619 million)
and repayments rose to €554 million (2010:
€405 million).

Although the funding portfolio increased,
interest expenses remained stable due

to lower base rates and slightly lower
spreads. FMO's credit quality, reflected

in the [Standard and Poor’s AAA rating],
contributed to our access to global funding

markets.

Market conditions diminished exit oppor-
tunities for equity investments and con-
sequently results from equity investments
decreased by €6 million to €46 million. The
results from equity investments comprised
exits and dividend income. Dividend income
decreased with approximately 10% in

comparison with 2010.

The fair value of our equity investments
showed a further increase, which is reflected

in the available for sale reserve.

Results from financial transactions more
than doubled, from €6 million in 2010 to
€13.3 million in 2011, thanks to the in-
creased value of embedded derivatives

in the emerging markets portfolio.

FMO receives fees for the management of
government funds. The remuneration, which
is related to the State funds, amounted to
€16.9 million (2010: €16.4 million) and is

based on a fixed fee.

Compared to 2010, the €0.8 million de-
crease in the total remuneration for services
rendered related to syndication fees and
fees received in 2010 for the management
of De Nederlandse Investeringsbank voor

Ontwikkelingslanden (NIO). In 2010, FMO

transferred its 100% share in NIO’s capital
to the Dutch Ministry of Finance.

Results from associates and subsidiaries
declined sharply from €5.4 million gain to

a loss of €9.3 million.

Operating expenses

Despite increased business, we managed to
keep operating expenses at an acceptable
level. The cost-to-income ratio increased by

0.9% to 22.5%.

Operating expenses increased by €2 mil-
lion to €52 million. Staff costs and other
administrative expenses rose by €3 million
amongst others due to the increase of the
average FTE from 270 in 2010 to 283 in
2011. Depreciation on fixed assets de-

creased by €1 million.

Value adjustments

In 2011, total value adjustments doubled to
€59 million compared to 2010, mainly as a
result of increased impairments on equity

investments.

Value adjustments on equity investments
increased sharply by €25 million to €36

million.

The additional impairments on equity
investments compared to the total value
of our portfolio increased to 4.6% in 2011
(2010: 1.6%). Impairments were driven
by the individual circumstances of the
concerning investments and no general

trend in impairments has been identified.

The value adjustments on loans and
guarantees increased to €23 million (2010:
€18 million). The increased disbursements
in 2011 were the main reason for the
higher value adjustments on loans, due

to the group-specific value adjustments.
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Counterparty specific value adjustments
declined slightly, reflecting the stable

and high quality of our loan portfolio.
Management of FMO deems the level of
counterparty specific and group specific
value adjustments a sufficient reflection of

the risks of the portfolio.

Balance sheet
Mainly due to the high level of disburse-
ments total assets rose by €0.8 billion to a

total of €5.1 billion.

The rise in total assets can be contributed
to the growth in the loan portfolio, invest-
ments in equities, interest-bearing securities
and short-term deposits. The total asset
growth was financed by debt securities and
debentures & notes, short-term credits and

shareholders’ equity.

The on-balance loan portfolio grew by €0.3
billion to €2.6 billion. The percentage of
non-performing loans (adjusted for risk
participations) in our total loan portfolio
was 2.9% (2010: 2.3%), which reflects the

stable quality of our portfolio.

In 2011, we augmented our investor base,
which gave us the opportunity to further
diversify our funding portfolio. We raised
€0.5 billion in long-term funding from
diverse markets and currencies in 2011,
with tenors varying from two years to

10 years.

Shareholders’ equity increased by €151
million to a total of €1,665 million due to
the accumulated net profit in 2011 and the

increased equity available for sale reserve.

FMO's strong capital base is reflected in
the high [BIS] ratio of 29.4% (2010: 29.0%).
FMO has an additional, more prudent

approach to assess the risk weighting
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of our loan and equity portfolio in the

emerging markets. We have reviewed and
refined our internal approach. Our score-
card was benchmarked against peers and
best practice in the industry and validated

by one of the leading rating agencies.

The BIS ratio based on our internal approach
is well above the minimum required by the
Dutch Central Bank. Based on the Basel Il
requirements and our more prudent internal
approach, we conclude that FMO has a

very strong capital base. This continuously
ensures a healthy basis for the inherent risks

related to our business.
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SECTOR FOCUS

FMO specializes in providing the full range
of financial services within four key sectors:
Financial Institutions, Energy, Housing and
Agribusiness, food & water. These interlinked
sectors lay the foundation for FMO's lasting
development impact. We also take on
projects in other sectors where we expect

a similar impact, partnering with banks or
institutions that have substantial knowledge
of these areas and can provide the necessary
expertise. Agribusiness, food & water was in-

troduced as a new key focus sector in 2011.

Financial and infrastructure sector projects
are good for development and good for
business: they often produce good develop-
ment results, while simultaneously generat-
ing good returns for FMO. Projects in these
sectors have knock-on benefits in terms of
improving people’s quality of life, creating
jobs and providing the means for people to

study and run businesses. For our clients, this

sector-based structure delivers more special-
ized knowledge and greater efficiency. They
know what they can expect from us, as our

expertise relates directly to their business.

Over the recent years we also saw a shift in
the global pattern of poverty, which is also
having an impact on our regional project
selection process. Twenty years ago more
than 90% of the world’s poor lived in low-
income countries (LIC), as defined by the
World Bank. Now, less than 30% of the poor
live in so-called LIC countries. Many of these
countries are becoming wealthier, changing
the development landscape as they are in-
creasingly able to address poverty with their
own means. In the near future, we expect
to see growth in private sector investment
and private international foundations as
well as tied aid from the former developing
countries like China, India and Brazil. Some
emerging market banks are now taking lead

roles in world rankings. In Asia and Latin

NEW CONTRACTS PER SECTOR PER REGION 2010 VS 2011 (€XMLN)

Financial Institutions

America in particular, liquidity is strong and

competition among banks fierce.

FMO is responding to this shifting

paradigm. We will in line with our mission,
aim to stay additional to the market —
sharing knowledge, taking on high-risk,
high-development impact projects and
placing sustainability at the fore. Each sector

requires its own approach in doing so.

We are primarily active in Africa, Asia, Latin
America & the Caribbean and Eastern Europe
& Central Asia. Our Agribusiness clients are
mainly based in Latin America and Eastern
Europe, although we plan to expand further
into Africa and Asia in the coming years. Our
housing activities focus on Africa and Asia
and we did a record number of energy deals
in Africa in 2011. FMO's Financial Institutions

portfolio is active in all regions.

Non invest-  Investment Agribusiness, Diverse
2011 ment funds funds Energy Housing food & water sectors Total
Africa 146 0 160 40 0 110 456
Asia 127 37 60 0 16 67 307
Latin America
& the Caribbean 106 8 88 24 26 27 279
Eastern Europe & Central Asia 103 45 15 13 49 225
Non-region specific 12 20 0 0 0 7 39
Total 494 65 353 79 55 260 1,306

Financial Institutions

Non invest-  Investment Agribusiness, Diverse
2010 ment funds funds Energy Housing food & water sectors Total
Africa 85 56 32 44 1 63 281
Asia 74 39 1 53 21 88 276
Latin America
& the Caribbean 108 13 71 18 52 24 286
Eastern Europe & Central Asia 74 15 0 11 14 17 131
Non-region specific 19 1 0 0 5 27 52
Total 360 124 104 126 93 219 1,026

Note: 2010 figures of sectors are in some cases adjusted for comparative analysis between the new sector segmentations.
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Financial institutions

Despite the turmoil in eurozone and US
markets, 2011 was a relatively good year
for financial institutions in the emerging
markets where FMO is active. The quality of
our financial institutions portfolio remained
strong, and demand was robust throughout
most of the year, although market nervous-
ness over the global - and especially Euro-
pean - macroeconomic situation subdued

demand in the closing months of 2011.

Our financial institutions activities remained
spread evenly between Africa, Asia, Latin
America & the Caribbean, and Europe & Cen-
tral Asia. Demand from Asia was the strong-
est, Africa was stable and Latin America
disappointed as US economic weakness took

a toll. Eastern Europe saw a spike in demand

Financial Institutions

later in the year, largely caused by restrictions
placed by the Austrian central bank on the
country’s commercial banks. Turkey was
again a strong source of financial institutions
business, both in terms of the number of

transactions, and level of innovation.

The crisis situation in Western European
countries created opportunities for FMO

in Eastern Europe, as Western European
commercial banks faced with constraining
regulatory requirements partially withdrew.
Weakening demand due to the global slow-
down was thus partly counterbalanced by
an increase in demand for FMO's services as

commercial banks pulled out.

A key development last year was that the

largest increase in capital flows was in

South-South transactions, such as China to
Africa or Brazil. The fact that serious and
growing investments are being made in
Africa is clearly positive. Ensuring that such
transactions fulfill environmental and social
criteria however will remain a challenge,
and one that FMO is committed to helping
address taking on our catalyst role through

which we can ensure such criteria.

In 2011 saw FMO enter Malawi for the first
time in over 10 years. We supplied a US $20
million facility to National Bank of Malawi
focused on lending to small and medium-
sized companies. We also re-entered
Zimbabwe with a US $10 million senior
loan to NMB Bank, also focused on SMEs,
and are already in talks about a second

transaction with this client.

NEW CONTRACTS PER REGION 2010 VS 2011 (€XMLN)

FINANCIAL INSTITUTIONS EXCLUDING INVESTMENT FUNDS

COMMITTED PORTFOLIO PER REGION 2010 VS 2011 (€XMLN)

Excluding
2011 2010 Investment Investment
Africa 146 35 2011 Funds funds
Asia 127 74 Africa 440 341
Latin America & the Caribbean 106 108 Asia 403 285
Eastern Europe & Central Asia 103 74 Latin America & the Caribbean 420 128
Non-region specific 12 19 Eastern Europe & Central Asia 535 212
Total 494 360 Non-region specific 86 137
Total 1,884 1,103

NEW CONTRACTS PER REGION 2010 VS 2011 (€XMLN)

INVESTMENT FUNDS Excluding
Investment Investment
2011 2010 2010 Funds funds
Africa 0 56 Africa 422 360
Asia 37 39 Asia 361 266
Latin America & the Caribbean 13 Latin America & the Caribbean 402 129
Eastern Europe & Central Asia 15 Eastern Europe & Central Asia 498 204
Non-region specific 20 1 Non-region specific 59 107
Total 65 124 Total 1,742 1,056

AVERAGE ECONOMIC DEVELOPMENT IMPACT SCORE 2010 VS

2011

2011

2010

EDIS

66 67
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In Latin America, we increased our portfolio
in Paraguay with two transactions, one with
Banco Regional and one with Vision Banco.
The transaction with Vision Banco was
partly in local currency, which was a first for
us in Paraguay. Only as recently as in 2010
we made our debut in Paraguay by closing
two transactions in the financial sector. In
all transactions we constructively engage
with our clients with regards to their role in

environmental issues.

Private equity transactions in the financial
institutions sector in 2011 were ample

and included an investment in Nigerian
insurance company GTAssur, an investment
in a greenfield banking operation set up by
our partner Afriland First Bank in Liberia,
and the acquisition by our partner Bank of
Africa Group of a bank in Djibouti. Outside
Africa, we supported MBank Holding

from the Philippines in setting up a new
bank focused on mobile banking and
microfinance. During 2011 we realized a
profitable partial exit of our investment in
Letshego, a consumer finance company

in Botswana, and sold half of our stake

in African Reinsurance Corporation.

CASE STUDY

ESG focus

FMO believes financial institutions have a vital
environmental and social role to play. Banks
can be agents of change, using their daily
dealings with the companies they finance to
stimulate more sustainable ways of doing
business. At FMO, we continue to innovate,
experiment and engage in constructive dis-
cussions with our financial institution clients
to help them play this role, encouraging
them to act as responsible citizens. The crisis
in the European and US banking systems,
where excessive focus on the bottom line and
short term results proved ruinous, has thrown

this into even sharper relief.

We continued to encourage banks to play

a broader role in society in 2011, beyond
purely as a source of funds, with discussions
on the role they can play in ESG issues with
their own clients. This yielded remarkable re-
sults in Nigeria, where our engagement over
the last seven years through our client Access
bank and our own investments in that coun-
try, plus engagement with all our clients on
their ESG role, culminated in a ground-break-
ing commitment to sustainable banking. For

more information visit our [website].

In May, we financed and co-organized,
together with Access Bank, Nigeria's first-
ever environmental and social workshop
for banks, which brought together over 60
participants from the entire banking sector.
In September, bankers came together for
Green Finance Week, co-organized by FMO,
which concluded with a round table of the
CEOs of Nigeria's banks, led by the central
bank. Out of those discussions came the
banks’ declaration that was published in the
Financial Times committing themselves to
do business more responsibly — something
that can have major knock-on impact in a

country of 150 million people.

For FMO, this result is a case study in how
a relatively modest investment can have a
substantial effect in our key area of sustain-
able development. It also showcases our
strength in listening closely to our clients’
requirements - in this case, their need for a
level playing field on sustainable business

practices - and then devising a solution.

We also set a precedent in Bangladesh,
where together with the Asian Development

Bank and the central bank we organized the

Boosting Turkish women's businesses

FMO, together with the World Bank'’s
International Finance Corporation (IFC),
provided a US $40 million loan to ABank
in Turkey to help finance small and me-
dium enterprises owned by women entre-
preneurs, providing them much-needed

access to finance.

The transaction was FMO's and IFC's first

loan in Turkey specifically designed to

assist enterprises run by women. Women-
owned businesses represent nearly 40
percent of the registered micro, small and
medium enterprises in the country. Only

15% of them have access to finance.

ABank puts strong focus on providing
financing to small and medium sized
enterprises and aspires to develop

innovative financial products providing
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new opportunities for women in business.

FMO believes that supporting small and
medium enterprises is key to further

developing the private sector in Turkey.

EDIS: 68
Sector: Financial Institutions
Region: Europe & Central Asia

Investment: US $40 million loan
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country’s first round table on how banks
can implement environmental and social
aspects into their credit approval processes

for clients.

Margin reduction incentive

2011 saw continued good results in our
pilot project on our margin reduction
incentive, whereby we offer a reduced
interest rate to borrowers who meet ESG
standards within a set timeframe. In some
cases the reduction initiative came into
effect. In Sri Lanka, we closed an innovative
transaction with commercial leasing com-
pany CLC, which leases tuk-tuks. Knowing
that emissions are substantially lowered if
the vehicles are checked and maintained
annually, we incorporated into the loan a
feature that a third party will conduct such
checks and the company will implement the
necessary maintenance. If they do this, they
will receive a reduction in the interest rate
we charge them. This was the first time we
have implemented this mechanism with a

non-banking institution.

Microfinance

FMO continues to believe in microfinance as

Energy

a strong tool for development, so long as it
is applied for productive uses and everything
is done to avoid client over-indebtedness.
When we engage in consumer finance, we
apply the Smart Campaign'’s Client Protection
Principles, since consumer finance institution
clients often have a low income, are vulner-
able to economic downturn and are often
first-time entrants into the financial sector.
The Client Protection Principles (CPP) cover
areas including avoiding over-indebtedness,
as well as ensuring transparent pricing and

ethical staff behavior.

Uruguayan finance company Creditel last
year became the first FMO client to receive
an interest rate reduction for successfully
implementing and completing the Client
Protection action plan (based on the SMART

Client Protection Principles).

Almost without exception the above-
mentioned successes have had support
from the Capacity Development Program

we manage on behalf of the Dutch State.

2012

2012 is likely to see all our markets hit to

varying extents by the economic crisis.

Asia and Africa should be less scathed

than Eastern Europe, although the latter
should offer ample room for us to grow as
some western banks continue to pull out.
That tendency among commercial banks

to withdraw will in turn require intensified
efforts on our part to equal the catalytic
effect we had in 2011. For Latin America the
outlook is for stable to slow growth, with
economies looking set to be dragged down

by the still sluggish US economy.

The backbone of our strategy will be to
increasingly treat banking as an industry that
has a responsibility to society as a whole.
The industry is too important to focus on a
single bottom line or a limited number of
stakeholders. The companies and projects

a financial institution finances should not
and cannot be detrimental to the society
that actually provides the funding to the
bank. Moreover, financial institutions are
uniquely placed in the center of the economy
which allows them to engage in construc-
tive discussions with their clients to improve
environmental or social performance. We will

actively support the front runners that have

NEW CONTRACTS PER REGION 2010 VS 2011 (€XMLN)

COMMITTED PORTFOLIO PER REGION 2010 VS 2011 (€XMLN)

2011 2010 2011 2010
Africa 160 32 Africa 450 304
Asia 60 1 Asia 236 194
Latin America & the Caribbean 88 71 Latin America & the Caribbean 270 179
Eastern Europe & Central Asia 45 0 Eastern Europe & Central Asia 49 4
Non-region specific 0 0 Non-region specific 12 9
Total 353 104 Total 1,017 690

AVERAGE ECONOMIC DEVELOPMENT IMPACT SCORE 2010 VS

2011

2011

2010

EDIS

67 71
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identified specific business opportunities
in the area environmental or social perfor-

mance, such as resource efficiency.

Energy

Building on our extensive experience in
the energy sector, we continued increasing
our financing of energy projects in 2011.
Sustainable energy projects (including
renewables) are gaining momentum
globally, particularly in emerging markets,
and this was reflected in our expanding
energy project portfolio. Our energy
financing portfolio grew to a record high
of €1,017 million (2010: €690 million) or
17% of FMO'’s overall portfolio. FMO’s new
commitments in renewable energy in 2011

(€228 million) represented 65% of our new

CASE STUDY

energy portfolio commitments, far above
the 40% target in line with our renewable

energy strategy.

FMO participated in groundbreaking energy

transactions last year. These included our
first investment in a [solar photovoltaics]
energy generation facility, near Arequipa
in Peru. This technology converts daylight
into electrical power using solar panels.
The two new plants will be the first large-
scale solar photovoltaic energy projects in

Latin America.

We co-financed a number of energy funds
last year. We committed US $20 million to

Equis Asia Fund, which focuses on equity

investments in the infrastructure and energy

sectors in Asia. In addition, our private
equity team invested €10 million in the
Clean Energy Transition Fund, which will
help realize projects ranging from hydro-
power plants to solar energy to wind parks,
primarily in Turkey. We also made our first
private equity co-investment in the wind
energy sector, in a 96MW wind park in India,
together with the [Renewable Energy Asia

Fund], a fund we committed to in 2009.

In 2011, our energy and private equity teams
closed the Addax Bioethanol greenfield pro-
ject in Sierra Leone. This is the first large scale
bioenergy project to be brought to financial
close in Africa, and the largest post-conflict
agricultural project to be developed in Sierra

Leone. The investment includes an ethanol

Pioneering energy project in Rwanda

FMO is keen to participate in energy

projects that are sustainable, innovative

and boost access to energy for local resi-
dents. In August 2011, we co-arranged a
financing for KivuWatt, a project that fits
all these bills. The project is multifaceted,
involving an integrated methane gas
extraction and production facility floating
on Lake Kivu and 25 MW power plant,

located in Kibuye, Rwanda.

The combined project will remove and
process otherwise hazardous methane
gas trapped in the waters of Lake Kivu,
generating critically needed electricity for
sale to Rwanda’s national power utility.

It is the largest private sector investment

ever made in Rwanda, where only 6% of

the population has access to electricity.

FMO participated in the US $91.25 mil-
lion loan facility financing of KivuWatt
with project partners ContourGlobal, a
New York based international power-
project developer, Emerging Africa
Infrastructure Fund, the African
Development Bank, and Belgian
Investment Company for Developing

Countries (BIO) as other financiers.

KivuWatt is a challenging project due
to the highly explosive nature of the
gas, situated below the lake’s surface.
By tapping this indigenous fuel, the
project will significantly lower the cost

of electricity necessary to drive Rwanda’s
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fast growing economy. It is also the first
large scale use of the gas, the extrac-
tion of which will greatly mitigate the
environmental threat of a natural release
of the lake gases, while providing an
environmentally-friendly and sustainable

source of power generation.

Media coverage:

[CNN]
[BBC]

EDIS: 78

Sector: Sustainable Energy

Region: Africa

Investment: loan of US $91.25 million

contracted in August 2011
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production facility and plant that will use
bagasse (byproduct from ethanol produc-
tion) as feedstock, delivering 15 MW excess
power to the grid under a 20-year power
purchase agreement (PPA) with a govern-
ment guarantee. This makes Addax the first
independent power producer (IPP) in Sierra
Leone. FMO and Emerging Africa together
played a major role in catalyzing additional

funding from other partners for this project.

Although energy projects often take a long
time to become viable for finance, FMO
participated in a record number of deals in
Africa in 2011. We took part in five private
sector energy projects there - not only a
milestone for us, but also the first time in
the past decade that five private sector
projects have been financed in Africa in

a single year.

Strategic priorities

Financing energy projects is a major priority
of our strategy. We focus on the full chain
from exploration and transportation to
generation and distribution, with a strong

emphasis on sustainable energy.

Enabling access to energy in low-income
countries is at the top of our strategic

agenda.

In 2011, we financed off-grid energy
solutions in rural Africa. These smaller-
scale projects are vital to building the
local infrastructure and enabling basic
access. In middle-income countries, we

invest in sustainable energy.

In 2011, FMO agreed to participate in the
[Interact Climate Change Facility] to enhance
combined climate action initiatives, together
with Agence Francaise de Développement,
the European Investment Bank and 11

members of the EDFI.

A FMO biodiversity and climate change
network group was initiated last year, with
the aim of brainstorming on trends and
opportunities. A feasibility study was started
and resulted in FMO's first investments in

sustainable forestry and biodiversity projects.

Another priority is to strengthen our role

as a catalyst financier, motivating other
development banks, as well as commer-

cial banks, to commit financing for energy
projects. In 2011, we acted as mandated
lead arranger (MLA) in a variety of large
energy transactions, raising FMO's profile
and reaffirming our solid reputation in the
sector. To this end, we have been in talks
with one of our partner organizations, the
Belgian Investment Company for Developing
Countries (BIO), with whom we will continue
to partner in financing infrastructure and

sustainable energy projects in 2012.

In 2011, FMO successfully completed two
feasibility studies into climate change
mitigation initiatives. One resulted in our
participation in [Reduced Emissions from
Deforestation and Degradation (REDD)]
certificates — the first commercial funds of
their kind in the market. We also conducted
research into setting up a private sector
Feed in Tariff fund (FIT) in Indonesia, which

will continue in 2012.

In 2011, we committed €353 million in new
financing to energy projects, which saw
our overall committed renewable energy
portfolio increase to €563 million. In 2011,
65% of the new loan commitments in the
energy sector concerned renewable energy
investments. This means that in early 2012,
we already surpassed our goal for end-2012
of committing €400 million to renewable
energy financing. Our financing of renew-
able energy continues to surge from €100

million in 2008.

30

Related links

[Sustainable energy policy]

Dilemmas

Some of our energy projects present
dilemmas for FMO. We seek to balance
our ambition to promote sustainable
energy with our goal to increase access to
electricity in developing markets. In some
low-income countries, making energy
available to large numbers of businesses
and households is presently only feasible by
increasing conventional power-generating
capacity. In such cases, we may decide to
finance conventional power projects, as
was the case in 2011 when we financed
two emergency fossil fuel energy projects
in Bangladesh, in response to the country’s

tremendous need for electricity.

Sustainable energy projects can also present
challenges. For instance, the ongoing
Addax bioethanol project in Sierra Leone
involves planting 14,000 hectares of sugar
cane, developing a sugar cane planta-

tion, constructing an ethanol refinery and
a biomass-fuelled power plant. While the
plant will supply reliable and affordable
energy for 20% of Sierra Leone’s national
grid, shifting dependence on fossil fuels
and reducing greenhouse gas emissions,

it also involves relocating several rural
families. However, to minimize physical
and economic resettlement (avoiding food
producing areas), the project layout has
undergone several revisions. This has also
resulted in limited impact on biodiversity in
the area. FMO has high-standard compen-
sation plans in place for these instances.
Despite this dilemma, the project is also
positively impacting local people by provid-
ing direct employment and community skills
development programs for people in the
area, which is one of the poorest in Sierra

Leone. The sponsor has established a Farmer
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Development Programme aiming at house-
hold food security for all households directly
affected by the project which in the first
year has proven to be a success. By helping
residents make more efficient and effective
use of land resources, food security, socio-
economic development and agricultural

income will be improved in the long run.

The project was preceded by three years of
rigorous evaluations of the potential social,
environmental and economic impacts. The
project developers and land owners in the
project area, assisted by a lawyer, agreed on
a share in the land lease payments that goes

far beyond national legal requirements.

The sponsor entered into intense dialogue
with non-governmental organizations

to find responsible solutions to all issues
related to the Sierra Leone project and will
continue to work closely with international
and local NGO stakeholders to address

similar dilemmas in future projects.

2012

In 2012, we will pursue our strategy to
increase the number of energy projects

in our portfolio. Despite the challenging

Housing

economic climate, we are confident there
will continue to be a tremendous global
need for power and a growing interest in

sustainable energy.

Housing

As the only DFI specializing in financing
housing projects, FMO is a front runner

in the housing development industry. We
continued building our expertise and project
pipeline in this field in 2011, financing

several new projects.

We expect housing sector transactions to
continue to increase in 2012, in line with
our strategy to grow the size of our housing

portfolio relative to FMO's overall portfolio.

The Housing team signed agreements on
six projects in 2011, with a total value of
€56 million, including contracts improving
availability of mortgage financing. By year-
end the housing team had approximately 10
projects in our pipeline. Our total housing
sector portfolio had grown to €420 million.
FMO partnered last year with Mettle, a
major player in specialized financial services
in South Africa. We contributed a ZAR

100 million loan to the Mettle debt fund,

established in 2008 as part of a countrywide
effort by the financial services industry to in-
crease the availability of affordable housing
in the country. The fund (ZAR 850 million)
extends loans to affordable housing projects
and covers 100% of the project costs, such
as land acquisition, site infrastructure and
construction of the housing units. Mettle
currently finances 11 projects, primarily
located in urban areas. With FMO's help,
Mettle is moving closer to its goal of financ-

ing over 17,000 housing units by 2021.

Strategic priorities

FMOQ's strategic goal in the housing sector
is to finance affordable housing initiatives,
geared at lower and middle incomes, in
developing markets. We support property
developers, banks and microfinance
institutions, by focusing both on the supply
side (financing construction of houses) and
the demand side (by providing long-term
loans to financial institutions for mortgage
finance). A housing project can only be
successful if both sides operate well;
financing needs to be available for end-

users to pay for the newly-built houses.

FMO seeks to support housing projects, pri-

NEW CONTRACTS PER REGION 2010 VS 2011 (€XMLN)

COMMITTED PORTFOLIO PER REGION 2010 VS 2011 (€XMLN)

2011 2010 2011 2010
Africa 40 44 Africa 148 126
Asia 0 53 Asia 96 108
Latin America & the Caribbean 24 18 Latin America & the Caribbean 95 92
Eastern Europe & Central Asia 15 11 Eastern Europe & Central Asia 81 81
Non-region specific 0 0 Non-region specific 0 0
Total 79 126 Total 420 407

AVERAGE ECONOMIC DEVELOPMENT IMPACT SCORE 2010 VS

2011

2011

2010

EDIS

66 65
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marily in Africa and Asia, that are accessible,
affordable and sustainable. We believe such
housing can have a profound social impact
— empowering and emancipating the indi-
vidual as well as the community. We see it as
a means to stimulate development and lift
people out of sub-standard, unacceptable
living conditions. We work solely with
private sector housing partners. Local
governments are only indirectly involved

in our projects as they need to provide the

licenses and permits.

In 2011, we continued to boost our
knowledge of the housing sector, gaining

a clearer understanding of how to fine-tune
our project partner selection process and
best structure our financing to mitigate risk.
We prefer to finance projects together with
local financial institutions, which share FMO's
vision on housing and are able to assist

in the structuring and monitoring of the
project. Working with knowledgeable local
partners is vital, as our experience has proven

that housing is above all a local business.

Dilemmas

The housing sector in the developed world

CASE STUDY

is becoming more challenging as a result

of the economic crisis. Circumstances in

the developing world, however, are even
more difficult, due to the lack of established
regulators such as land registries, housing

associations and mortgage industries.

The local nature of housing projects results
in a strong preference for long-term
funding preferably in local currency within
the countries where we operate. This is
particularly the case when it concerns
financing the mortgages. Although this
remains a challenge, FMO is committed to
mobilizing private sector funds for housing
development, as such investment is crucial
in solving the affordable housing equation.
Governments often have neither the means
nor capacity to tackle the housing shortage

by themselves.

While we planned to close various
transactions in India during 2011 a serious
real estate crisis hit the country. High prices,
strict government regulations on foreign real
estate investments and the global economic
downturn resulted in FMO closing fewer

projects than expected. This also required us

to put more effort in monitoring the existing
portfolio, together with other international
lenders. We are currently investigating
solutions to address these challenges,
including the liquidity issues affecting one

of our slum redevelopment clients.

FMO takes the interest of diverse
stakeholders into consideration when
embarking on new housing projects. For
example, redevelopment projects may
require inhabitants to be relocated and
compensated. The environmental and social
impact of projects must be assessed, as well
as ensuring the housing is affordable, in
the vicinity of schools and health facilities,
and compliant with safety regulations. FMO
works with local developers to address any
potential issues and offers environmental
and social impact training for developers
where necessary. Last, (local) governments
are important stakeholders as they need

to grant all licenses before construction

can begin.

2012

Our pipeline consists of projects in Africa

(Nigeria, South Africa, Zambia and Kenya)

CHECK
ONLINE

Creating affordable housing for middle incomes

A key project in 2011 was providing
project financing of US $20 million for a
housing project in the Georgian capital
of Thilisi, undertaken by local real estate
developer JSC SB Real Estate, a 100%
subsidiary of long-standing FMO client
Bank of Georgia. With an average of 3.7
people living in one apartment, Thilisi has
one of the highest densities of inhabit-

ants per household in Eastern and Central

Europe. Supply of affordable housing in
Thilisi lags the high demand.

The project’s plot is located in the popu-
lar Saburtalo district, a central area with
many green areas and good connectivity
to shopping and business locations. The
project will create affordable, good-quali-
ty apartments for families with lower and

middle incomes, considerably improving
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their standard of living.

EDIS: 67

Sector: Housing

Region: Eastern Europe

Investment: Loan of US $20 million,
contracted on 16 December
2011
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as well as Asia (Bangladesh, India and
Vietnam). In the years ahead, FMO aims
to mobilize other DFIs to become active in

financing this crucial development sector.

Although the demand is huge, especially in
sub-Saharan Africa, developers only recently
started focusing on affordable housing
segments. Track records for large-scale
projects in general are limited and capital

is still scarce locally. The housing sector
therefore remains challenging for FMO but
given the huge development impact it will

remain one of our key focus areas.

Agribusiness, Food & Water

The growth in the world population towards
nine billion in 2050, and an increasing
middle-class population in developing
countries, means an inexorable rise in

the number of mouths to feed. Driven by
increased market demand, large interna-
tionally-active food companies and traders
are ever more focused on controlling their
entire supply chain, resulting in increased

investments in their suppliers.

On the minus side, the agriculture industry

Agribusiness, Food & Water

is @ major emitter of carbon dioxide and
uses 75% of the world’s ever scarcer water
supply. On the plus side, it is a fast-growing
industry that has the potential to create a

great deal of employment.

All these factors make agribusiness, food &
water a logical sector for FMO to focus on as
a bank ‘additional’ to commercial financiers.
We have always done food & agribusiness
transactions, but in 2011 we decided to
make it our fourth focus sector. This allows
us to build our knowledge and expertise in
the sector, so that we can add more value to

our clients.

Staffing the sector team began in 2011 and
will be completed in 2012. The dedicated
team is initially sourcing new deals through
partners, and managing the existing agri-

business portfolio.

Highlights

FMO did ten Agribusiness transactions

in 2011, of which the largest three in
Argentina, Ukraine, and India. We typically
provided working capital or investment

capital to our clients, enabling them to

invest in storage capacity or to finance their
trade flows with longer term finance to
ensure a stable funding basis. The Argen-
tinean and Ukrainian projects were repeat
transactions for existing clients, while the
financing in India was for a new client, JK

Paper Limited.

FMO coordinated a €35 million foreign
currency convertible bond for Indian

pulp and paper company JK Paper Limited.
The bond, issued to FMO, DEG and
Proparco, partially financed the expansion
and development of a manufacturing
plant, bringing new environmentally

safe technologies to the company.

JK Paper is self-sufficient in its supply of
raw materials through its farm forestry
program, which allows local farmers to
generate a stable income by purchasing
seedlings to grow on their land, and
selling back fully-grown trees to JK Paper.
The company also contributes to the local
community through educational, social
and health programs. JK Paper, FMO, DEG
and Proparco signed an environmental and

social action plan, which will assist JK Paper

NEW CONTRACTS PER REGION 2010 VS 2011 (€XMLN)

COMMITTED PORTFOLIO PER REGION 2010 VS 2011(€XMLN)

2011 2010 2011 2010
Africa 0 1 Africa 7 9
Asia 16 21 Asia 83 75
Latin America & the Caribbean 26 52 Latin America & the Caribbean 157 165
Eastern Europe & Central Asia 13 14 Eastern Europe & Central Asia 69 77
Non-region specific 0 5 Non-region specific 14 8
Total 55 93 Total 330 334

AVERAGE ECONOMIC DEVELOPMENT IMPACT SCORE 2010 VS

2011

2011

2010

EDIS

60 66
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in improving its social and environmental

standards even further.

Value chain investment

All sectors have their own dilemmas

and challenges, but our experience with
agriculture has taught us that it can be

a particularly risky segment to invest in.
Financing primary agriculture and livestock
can bring additional volatility from a range
of risks, including pricing, seasonality and
disease. Therefore, FMO will be selective

in choosing the right types of clients,
while further developing our knowledge

in the sector.

Because of the risk inherent in this sector,
FMO takes a global value chain approach
when investing in farming, processing and
distribution — targeting bottlenecks and

strengthening the weakest links. We aim

CASE STUDY

to be a long-term partner to our clients,
who each play a part in the agribusiness
value chain. Agribusiness clients range from
companies active in: seeds and fertilizers;
primary production and farming; infrastruc-
ture; commodity and food processing and

trade and distribution.

Also in 2011, FMO signed a memorandum
of understanding with German and French
development finance institutions DEG and
Proparco for the creation of a joint initiative
to finance the food supply chain. The aim

is to develop a strategy on marketing our
products jointly, building the market pres-
ence of all three institutions. Further steps
will be taken in 2012 to define the steps we

wish to undertake to achieve that aim.

2012

2012 will see us build the Agribusiness,

food & water team further and define more
sharply our focus within the sector and our
desired market positioning. As a modest
team active in a large sector, we need to
think carefully about the role we wish to
play and the kind of companies we wish to
finance. While the majority of our Agribusi-
ness clients are in Latin America and Eastern
Europe, we plan to expand further in Africa

and Asia.

We will continue to cooperate with partners
to learn from them. We plan to further
intensify our cooperation with Rabobank,
which has extensive experience in the food &
agriculture sector; we are eager to find fresh
ways to optimize our cooperation so we

can add to their products. We will also flesh
out our initiative with DEG and Proparco to
target the sustainable food supply chain, and

create a joint market approach.

Green coco peat from the Dominican Republic

FMO financed a large new drying floor
for Growrite in the Dominican Republic
in 2011, in order to help the company
increase production of coco peat. It
was the second investment by FMO in
Growrite, which produces coco peat for
horticultural purposes. After an initial
investment in 2010, the drying process
of the raw material proved less efficient
than expected. This second investment
was necessary to improve efficiency and

meat market demands.

Growrite employs 25 people in the
Dominican Republic and offers good
working conditions. FMO already has a
long-standing relationship with Growrite
in Sri Lanka. The coco products manu-
factured in the Growrite factories in Sri
Lanka, India - and now the Dominican
Republic - are used in horticulture all over

the world.

Coco peat is used as organic input for

potting soil and growing mediums. It is
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an environmental friendly and recyclable
product with many possibilities for any
sector of cultivation. It is a prime example

of a cradle-to-cradle product.

EDIS: 60
Sector: Agribusiness, food and water

Region: Dominican Republic, Latin

America & the Caribbean

Investment: US $0.5 million FOM

financing, contracted in

October 2011
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Diverse Sectors

FMO works with a network of selected
partners across the world whose knowledge
and expertise of specific sectors or develop-
ing countries enhances our own know-how.
Together with our financial partners, we
finance projects and companies in all sectors
that generate sufficient development value.
Equally, we offer our partners long-term
financial products, structures and expertise
in development finance that add value to

the transactions we collaborate on.

In 2011 we changed the name of the Global
Partners department to Agribusiness &
Diverse Sectors. We feel this name better
reflects the department’s activities and
makes clearer to external stakeholders
that FMO also finances projects outside
our focus sectors of Financial Institutions,
Energy and Housing. As Agribusiness, food
& water is new as a focus sector for FMO
it has been integrated with the Diverse
Sectors department to minimize any

potentially negative transition effects for

Diverse Sectors

our existing agribusiness clients. Our Diverse
Sectors teams within the department are
responsible for deal flow in non-focus
sectors such as telecommunications,

mining, infrastructure and raw materials.

The relationships we have developed with
partners in previous years really began to
bear fruitin 2011. For some years, we have
strived to build relationships with our core
partners and seal strong new partnerships.
That requires considerable flexibility: our

wide range of partners have differing needs.

Both our enhanced relationships with

our partners, as well as the restrictions

on commercial banks due to the global
economic crisis, meant we were offered
more transactions than we could participate
in. The Diverse Sectors teams had a highly

successful year in terms of transactions.

Partnership Opportunities

Last year we intensified our relationship

with our German and French counterparts,

DEG and Proparco. Together, we streamlined
our processes and drafted operational
guidelines. This facility agreement, together
with our agreement to establish a joint
office with DEG in Johannesburg and our
planned creation of a joint agricultural
initiative, are all part of a strategic partner-
ship that will lead to more efficiency for

our clients.

Our 2010 cooperation agreements with the
International Finance Corporation, which
included standardized common terms of
agreement for joint transactions, paid off in

the form of closer collaboration in 2011.

We fully committed €45 million from

our [risk sharing program] with BIO, our
Belgian counterpart. Both parties were very
satisfied with the cooperation and signed
an additional agreement for 2012 and be-
yond, committing to co-invest an additional

€60 million.

We closed two transactions with Standard

NEW CONTRACTS PER REGION 2010 VS 2011 (€XMLN)

COMMITTED PORTFOLIO PER REGION 2010 VS 2011 (€XMLN)

2011 2010 2011 2010
Africa 110 63 Africa 362 290
Asia 67 88 Asia 415 387
Latin America & the Caribbean 27 24 Latin America & the Caribbean 169 249
Eastern Europe & Central Asia 49 17 Eastern Europe & Central Asia 135 109
Non-region specific 7 27 Non-region specific 39 28
Total 260 219 Total 1,120 1,063
AVERAGE ECONOMIC DEVELOPMENT
IMPACT SCORE 2010 VS 2011

2011 2010
EDIS 66 67
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Chartered, a bank with whom we have
good contacts and whose markets overlap
promisingly with our own. We wish to
cooperate even more closely with this

partner in 2012 and beyond.

2012

From a transaction perspective, our 2012
pipeline looks promising for our Diverse
sectors portfolio. However, the uncertain
global economic situation means tensions
are building in some of our markets. In
Argentina, the currency is overvalued and
real estate prices have soared. Turkey is set
to enjoy continued strong growth, but may
suffer liquidity problems as European banks
withdraw. In India, soaring local interest
rates have helped tame high inflation, but

financial tensions remain.

CASE STUDY

Connecting the world’s poorest regions

In 2011, FMO helped finance Emerging
Markets Communications Corp. (EMC),

in a partner deal with International

Finance Corporation (IFC). EMC provides

telecom infrastructure that enables
NGOs and companies to operate in

the most difficult and remote parts

of the world — including post-conflict
and disaster situations. In the targeted
regions, telecom infrastructure is either
unreliable or non-existent. Over 70%

of EMC'’s revenues come from Africa,

where the services it provides are critical
to livelihoods. A variety of humanitarian
operations, including several run by the
United Nations, depend on EMC for their

communications.

EMC's global satellite communication
services provide basic data connectivity
and its offering includes voice, internet
& software applications and video

conferencing services. EMC does not own

satellites, but leases the capacity required.
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As commercial funding in these parts of
the world is essentially unavailable, EMC
relies on the funds provided by FMO and
IFC to grow its business and expand its

high-quality services.

EDIS: 67

Sector: Telecom

Region: worldwide

Investment: US $10 million loan and

US $7.5 million equity
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PRIVATE EQUITY

FMO has a clear role to play in providing
risk capital in the form of private equity
and mezzanine finance, which is often
most scarce in high-risk environments. By
acting as an equity investor, we get closer
to companies and can increase our ESG
impact. As mezzanine investors we can
often achieve the same impact while also
being able to find a tailor-made financing
solution for an investee company. Private
equity and mezzanine also offer attractive
returns, which contributes to our long-term

financial strength.

Our private equity model is based on
partnerships with fund managers. We invest
in a wide range of funds and co-invest

directly in projects alongside these funds.

Deal flow
2011 was a successful one in terms of
private equity deal flow, especially direct

deals, where our ongoing efforts to profile

our expertise in our focus sectors were
particularly fruitful. The majority of our
direct deals were in energy, infrastructure
and the financial sector. Direct investments

outnumbered investments in funds.

Our activity was also boosted by a general
pick-up in the private equity market and the
fruition of our long-standing relationship-

building efforts with fund managers.

We completed 11 new direct investments
and increased our exposure in six existing
direct investments in companies. Most of
our direct investments were in Africa. Fund

investments, were mainly in Asia, where we

made five of the year’s 10 fund investments.

In terms of sectors, our investments became
more diverse in 2011. Although the main
sectors were energy and financial institu-
tions, we also invested in industries such as
telecoms and railways. Last November saw

us close the [Addax] bio-ethanol project in

COMMITTED PORTFOLIO PER REGION 2010 VS 2011 (€XMLN)

Excluding
Investment Investment
2011 Funds funds
Africa 440 341
Asia 403 285
Latin America & the Caribbean 420 128
Eastern Europe & Central Asia 535 212
Non-region specific 86 137
Total 1,884 1,103
Excluding
Investment Investment
2010 Funds funds
Africa 422 360
Asia 361 266
Latin America & the Caribbean 402 129
Eastern Europe & Central Asia 498 204
Non-region specific 59 107
Total 1,742 1,056
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Sierra Leone. Our energy and private equity
teams have worked long on this challenging
transaction to finance the processing of

sugar cane into biofuels.

In line with our strategy, the vast majority of
our direct deals were co-investments with
partners. These included our first co-invest-
ment with the Renewable Energy Asia Fund,
a wind energy transaction. We co-invested
with Egyptian fund manager Citadel
Capital’s African Joint Investment Fund | in
East Africa’s Rift Valley Railways. This major
upgrade of a neglected yet important trans-
port link involved the navigation of sensitive
environmental and social issues, such as the
railway's passage through one of Nairobi's

largest slums.

FMO realized three attractive private equity
exits in 2011. These included the partial sale
of our stake in the Kenmare titanium mine
in Mozambique, the divestment of part of

our stake in Botswana consumer finance
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company Letshego, and the sale of part Though this was unwelcome, in most cases of markets and regional best practices in

of our investment in African Reinsurance it reflected stock exchange fluctuations asset and liability risk management. We

Corporation. We also benefited from profit- rather than any structural deterioration in have long advocated a more active role,

able exits in our funds portfolio, notably the  the underlying businesses. but in 2011 we saw a strong "pull’ rather

initial public offering of internet company than ‘push’ effect — a development that we

Yandex, which was only partly sold. Yandes In order to strengthen our business in warmly welcome. We continued to work

is a portfolio company of Baring Vostok's our focus sectors, we made some internal closely with fund managers in 2011. We

Russian funds. organizational changes in the Private Equity =~ hosted several private equity events, such

department. Besides our dedicated financial as an African fund managers’ seminar on

For most of our funds and direct invest- institutions specialists, we now have two environmental and social issues in Nairobi,

ments, however, the exit environment energy and infrastructure specialists who which we co-hosted together with DEG in

continued to be perceived as difficult. This are spearheading investment activity in their ~ December.

led to a delay in our exit program despite sectors, and are responsible for building

the fact that some portfolio companies are knowledge and liaising with our debt In November, we hosted a round table for

ripe for divestment. colleagues on sector themes. directors we have nominated to the boards

of our portfolio companies, as part of

Although we were satisfied with our deal Active partnerships our ongoing efforts to improve corporate

flow and exits, the tough global economic Partnership is core to the entire FMO governance at our investee companies. It

conditions took a toll. Commercial investors approach. In private equity, we are noticing  was the first time we hosted such an event

have become more risk-averse, and their that both fund managers and our direct on that scale, bringing together more

caution slows the establishing and closing investee companies increasingly expect than 30 directors and some 20 of their

of some private equity funds. We also had FMO to play a more active role, using counterparty FMO investment officers for a

to mark down the fair value of a number our networks, experience and expertise full day of training and experience-sharing

of investments as global markets declined. in areas ranging from ESG, knowledge in The Hague.

CASE STUDY

Boosting entrepreneurship in low-income Cambodia and Laos

Many small and medium-sized companies
in low-income countries Cambodia and
Laos see excellent opportunities to grow.
However, they are often constrained by

a lack of access to additional investment
capital and management expertise. The
Cambodia Laos Development Fund, a
private equity fund focusing on SMEs,
supports these companies, providing

financing and know-how.

FMO invested in this new fund in 2011.

Our investment, along with that of other

development finance institutions, helped
the fund reach a viable size of around US
$20 million, enabling it to start facilitat-

ing growth of SMEs.

Many of these companies operate in agri-
business and the food and water sectors.
With FMO's support, the Cambodia Laos
Development Fund will target 25% of its
investments at these sectors. The fund
will also focus on the financial services
sector, education, business services, tour-

ism and light manufacturing.

38

Through its investment in this fund, FMO
contributes substantially to the devel-
opment of the private equity market in
Cambodia and Laos. SMEs are expected
to play a major role in boosting economic

growth in the two countries.

EDIS: 73

Sector: Private equity fund

Region: Asia

Investment: US $4 million, contracted in

June/July 2011
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We are increasingly seeking to support
first-time fund managers. To that end, we
last year supported a clean energy fund
in Turkey and an infrastructure fund in
Asia, among others. As well as the key
investment theme of the growing middle
class consumer market, funds are now
also seeing the need to focus more on
sustainable energy and other infrastructure-
related opportunities. More and more
fund managers are interested in ‘impact
investing’, serving low-income groups in

areas such as healthcare and education.

Sharing expertise

In order to make FMOQ's significant expertise
in emerging markets available to commercial
investors and contribute to our strategic
goal of catalyzing third party money to our
markets, we took further steps to start fund
management activities. We decided to adopt
a theme-based approach, allowing us to

respond to specific investor interests.

In March, we hosted a round table for

Dutch pension funds, to familiarize them
with sustainable investment in emerging
markets - an area where FMO has great
experience. The round table was chaired

by Jean Frijns, the Chairman of the FMO
Supervisory Board and FMOQ's Chief Executive
Officer Nanno Kleiterp.

We started talks with Kenyan pension fund
advisors and USAID on setting up an African
fund-of-funds.

ESG developments

A clear reflection of our move towards
more development-oriented private equity
investments was the fact that private equity
production last year had the highest EDIS
of all FMO's teams. And as the world moves
towards nine billion inhabitants by 2050,

we are seeing private equity fund managers

pursuing bigger demography-related
themes such as consumption needs of
the growing middle class or scarcity of

natural resources.

We updated our ESG toolkit for private
equity fund managers in 2011. This very
practical instrument allows fund managers
to obtain an overview of all relevant ESG
risks and see links to relevant policies
when they input a sector and country. The
system also shows potential opportunities

applicable to specific types of investments.

After harmonizing our ESG approach for
private equity funds together with other
members of the European Development
Finance Institutions group in 2010, we
last year took this further and started
investigations regarding harmonizing

ESG reporting requirements. We acquired
and used a management simulation

game around decisions such as pollution
prevention. The E&S specialists in FMO's
private equity team were trained to lead
such games and used it to raise awareness
and trigger discussion at events such as our

Nairobi fund manager seminar.

2012

It is impossible to predict the impact that
abiding uncertainty in global financial
markets may have on FMO's opportunities
for new investments or exits in 2012. If the
economic climate stabilizes, however, we
foresee an abundance of new funds coming
to market, as well as successor funds
launched by our existing partners, which will
offer a wide range of choices for new fund
investments. In addition, we started the year
with a good pipeline of direct deals, mostly

co-investments.
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MOBILIZING FUNDS

Mobilizing funds for our markets is

one of FMO's key strategic goals. Our
reputation and experience in higher-risk
countries and markets often gives other
financial institutions and commercial
banks the comfort to come on board.
In this way, we mobilize more funding,
leading investments and catalyzing
commercial and institutional investors

to frontier markets.

In 2011, we placed more focus on finding
opportunities to catalyze funds in which
FMO was either joint or sole mandated
lead arranger (MLA) in transactions of

US $50 million or larger. By the end of
the year, we had mobilized a total of

US $823 million through syndicated
loans, parallel loans and/or risk-sharing
agreements, and closed five large
transactions as joint or sole MLA of at

least US $50 million.

Our efforts to mobilize third-party

funds were not helped by the economic
crisis, which prompted many Western
commercial banks to retreat from
emerging markets into their home
markets. This was compensated to an
extent, however, by other institutional
investors and non-European and regional
banks. This ‘south-south’ trend could
grow as banks in countries such as Brazil
grow bigger and more active both in and

outside their own countries.

Even though many professional
commercial investors have lost interest

in bank debt and equity as an asset class
to invest in, there is a growing interest in
impact investing in the capital markets.
Sustainability is increasingly recognized as
an integral part of business, both by our

clients and by potential investors.

2012

For 2012, catalyzing third-party funds
remains high on our agenda, and we aim
to mobilize an ever higher amount. We
will focus on taking lead management
roles in transactions in our focus

sectors, thereby mobilizing funds from
both commercial investors and other
development finance institutions. We
expect catalyzing commercial funds to
take place mainly in more developed
emerging markets. At the same time,
our partnerships with other international
DFIs will enable us to catalyze money

in countries where it is difficult for

commercial investors to operate.

Some emerging market banks are now
taking lead roles in world rankings,
creating good liquidity in some markets.
In Asia and Latin America in particular,
liquidity is strong and competition among
banks fierce. Meanwhile, a second tier of
strong emerging countries is arising like —
South Africa, Turkey, Indonesia, Vietnam
and Mexico. The financing needs of
emerging markets might increasingly

be met by regional offerings, which
suggests good opportunities to catalyze

funds regionally.

As well as catalyzing money through
debt products, we plan to work further
on fund management initiatives begun in
2011. We will continue discussions about
setting up an African fund-of-funds with
a group of Kenyan pension funds as

anchor investors.

Financial Markets

Financial markets activities became more
important for FMO last year as we reached
a new scale in our financial markets
transactions and increased our focus

on catalyzing third-party funds.
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Highlights of the year were our pivotal role
in Turkey’s first-ever covered bond - the
first to use SME loans as collateral — and
our work towards setting up the first major
fund to finance anti-deforestation, a major
step forward in the forest carbon market.
Both are clear examples of our drive to

create innovative products.

For mid-sized Turkish bank Sekerbank,
which focuses on the SME and agriculture
sector and is a leader in energy efficiency
financing, FMO acted as anchor investor
for its inaugural covered bond, and actively
provide guidance on the structuring of

the program with a total size of over €300

million equivalent.

FMO invested €25 million equivalent in
local currency in a five-year asset-covered
bond issued by Sekerbank. We were joined

by two other parties, IFC and UniCredit.

The successful placement of the first
tranche was quickly succeeded by a
second tranche in December. The funds
were mainly extended to SMEs and
farmers, largely for energy efficiency
and water management projects such
as the installation of solar panels and

drip irrigation.

With this transaction, FMO made a key
contribution to the development of Turkish
capital markets, offering a template for
the country’s banks to raise longer-term
financing from parties other than DFls.

A number of other Turkish banks have
indicated their desire to follow suit,

and we are also keen to explore similar

transactions in our other markets.

Another landmark transaction was the
US $150 million subordinated loan that

FMO arranged for Vietnam’s [Sacombank].
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The 10-year facility, syndicated among
European DFls, was the first subordinated
loan to a commercial bank in Vietnam's
history. We acted as mandated lead
arranger for five European DFls, catalyzing
US $80 million in a transaction that helped
to boost the development of Vietnam'’s

capital market and its SME sector.
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GOVERNMENT FUNDS

FMO manages several funds for the Dutch
government in order to support higher risk
projects with possible high development
impact. The funds cover financial risks that
FMO is not able to cover alone — allowing

these higher risk projects to develop.

Government funds

FUNDS TOTAL COMMITTED PORTFOLIO 2011 (€XMLN)

FMO or Fund Total

FMO 5,047

MASSIF 442

IDF 316

AEF 69

Total 5,874

FUNDS COMMITTED PORTFOLIO 2011 (%)

Financial Agribusiness, Diverse
FMO or Fund Institutions Energy Housing food & water sectors Total
FMO 43.4 13.9 5.9 5.5 17.4 86.1
MASSIF 6.5 0 0.8 0.1 0 7.4
IDF 1.0 2.2 0.4 0 1.7 5.3
AEF 0 1.2 0 0 0 1.2
Total 50.9 17.3 7.1 5.6 19.1 100
CASE STUDY

Social investment with a plus:
FMO helps change lives in Latin America

Social impact was clearly the driver
behind FMO's first investment into the
US $25 million Global Partnership Social
Investment Fund 2010 (GP). Based in

Managua, Nicaragua and Seattle, USA, GP
is a vehicle which offers loans and invest-
ments to microfinance institutions (MFls)
that that work according to the “Microfi-
nance Plus” model in Latin America. This
innovative model entails providing not
only credit, but also healthcare and other
important social services to poor and

remote communities in the region.

FMO’s maiden US $4.4 million investment
will help GP target so-called Tier Il and
Tier Ill MFIs and cooperatives which can
deliver impactful, sustainable programs
that have immediate and significant social
impact, especially for women. In fact,
65% of the fund's clients are women. GP
prioritizes its investments to five specific
“impact areas”: health care, rural liveli-
hoods, micro-entrepreneurship, women's

empowerment and green technology.

The benefits of the programs on the lives
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and health of the women and men in the
region are tracked and measured by GP's
Social Impact Committee which use self-

developed metrics to assess the success

of the investments.

EDIS: 69

Sector: Fund

Region: LAC

Investment: MASSIF US $1.4 million
subordinated loan &
US $3.1 million senior loan

contracted in March 2011
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MASSIF

MASSIF, the largest of the funds FMO
manages for the Dutch State, is a fund
that provides financial institutions with
equity and debt funding (high risk, also
local currency) for the development of
Micro, Small and Medium-sized Enterprises

(MSMEs) in developing countries.

The fund did well over 2011 with 25 new
contracts (of which 11 with new clients)
totalling €97 million. €67 million was paid
outin 2011 to 45 clients.

From 2011 on, MASSIF focuses even more
on financing institutions with final clients in
the SME sector and/or active in agricultural/
rural areas. We are in the process of

improving insight through our clients into

CASE STUDY

MASSIF's impact on end-users. Given the
indirect aspects and attribution questions,
this will not be easy. MASSIF is discussing
extra funding with the Dutch State to
further support the SME/agriculture focus
and to supply extra means for Capacity

Development for MASSIF clients.

In this report [Financiera Fama] is an
example where MASSIF was used to finance

the project.

Infrastructure Development

Fund (IDF)

The IDF fund provides long-term financing
for private sector infrastructure projects in
developing countries. In many cases the
fund acts as a facilitator/catalyst for the

development of infrastructure projects by

providing highly needed risk capital.

As the Fund'’s role in infrastructure markets
is to absorb high risk in order to facilitate
financing, it is also the IDF’s policy to
transfer or sell its stake in an investment
once the risk profile has improved. The fund
has a committed portfolio of €316 million.
FMO invested €36 million in 2011. Total new

commitments in 2011 were €52 million.

Through the IDF we disbursed US $15
million in Rift Valley Railways, a railway
rehabilitation project in Kenya and Uganda
connecting the port of Mombasa with

the capital cities of Nairobi and Kampala.
Another example is the US $20 million
financing for the [KivuWatt] project co-

financed with AEF.

Trend-setting financing in Nicaragua

Financiera FAMA (FAMA) is a Nicaraguan

microfinance institution regulated by the
Superintendency of Banks providing small

loans and training to micro-entrepreneurs.

Due to difficult market conditions in the

aftermath of the international financial

crisis and a very particular local crisis (non-

payment movement), the organization
saw its business shrink and experienced
significant losses. It suffered from high
arrears rate, liquidity problems and high

interest payments related to its own

financing. FMO, in cooperation with other

institutions such as microfinance support

organization Accion International and
Dutch Triodos Bank, amongst others,

provided support, including a loan and

funding of capacity building initiatives.
With FMO “s support, FAMA and ACCION
International designed a two-year plan
to strengthen the institution to face the

crisis.

FMO designed a tailor-made reward
structure that helped Fama (FAMA) meet
its financial obligations. It consists of a
combination of a low interest rate and

repayment through free options on shares.
FMOQ'’s loan, partly disbursed as local
currency, provides Fama (FAMA) with

long-term liquidity.

Fama (FAMA) has emerged from the

43

crisis. It redesigned its business model,
processes and through a new commercial
strategy strengthened its focus on the
lower segment of microfinance customers,
reaching the poorest entrepreneurs. The
portfolio quality has improved significantly,
Fama's (FAMAs) client base has increased
to similar levels achieved before the crisis,
and it has become profitable again and
the microfinance organization is well

positioned for further growth.

EDIS: 72

Type: Loan, equity, grant.

Region: Central America

Investment: MASSIF US $4 million,
contracted in July 2011
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Access to Energy Fund (AEF)

The AEF invests in private sector projects
that create sustainable access to energy
services in the developing world. It has the
target of providing 2.1 million people with
access to energy before 2016. Already,

an estimated 2.3 million people in Latin
America, Africa and Asia will have obtained
access to energy through the AEF financ-
ing, when all projects in the portfolio are
completed. In many cases the fund acts as a
facilitator or catalyst for the development of
energy projects by providing highly needed

risk capital

In 2011, FMO contracted €16 million through
the AEF. Total disbursements in 2011 were €6
million. One example in this annual report is
[KivuWatt]. This pioneering 26.2MW power
plant in Rwanda runs on the methane gasses
extracted from Lake Kivu. Not only will access
to energy be created, but the danger of

the methane gasses exploding and causing

accidents will also be reduced.

CASE STUDY

Capacity Development

FMO believes that by enhancing capacities
in the private sector, fledgling initiatives can
become successful, sustainable enterprises
— with greater development impact. But
businesses in developing markets not only
face limited access to traditional funding —
their resources are also limited for training,
skills development and other areas of
knowledge. The ‘Capacity Development’
program answers to this need. We run

it on behalf of the Dutch Ministry of
Foreign Affairs.

The previous agreement with the State on

Capacity Development covered 2006-2011.

During this time we assigned a total
amount of €48.2 million to capacity
development projects. This went towards
approximately 400 projects with more than
300 different organizations, many of which
clients of FMO. As the average contribution

from the CD program was less than 50% of

the projects costs, €100 million was spent

at least on knowledge transfer.

Main reoccurring topics for CD were
management strengthening (strategy and
risk management, credit analysis), organi-
zational strengthening (MIS/IT systems, HR
development) and increasingly environ-
mental, social and corporate governance
strengthening (E&S management systems

and corporate governance policies).

In 2011 the program was evaluated by an
external party for the Ministry of Foreign
Affairs. Main conclusions were a high level
as satisfaction with the client, the demand
driven attitude of the CD program and the
personal support by FMO employees.

In 2011 projects were contracted worth
€2 million. During the year €9 million was

paid out.

Throughout this report are various examples

FMO arranges landmark transaction in Vietnam

FMO arranged a landmark loan for
Sacombank, a Vietnamese bank
specialized in financing small companies.
This first-ever subordinate loan to a
commercial bank in Vietnam strengthens
Sacombank'’s capital position, further
increasing its ability to make loans to
Vietnamese SMEs and retail customers.
Five other European development finance
institutions joined FMO in providing the
US $105 million syndicated loan. FMO
contributed US $25 million to the loan.

The transaction helps boost development

of Vietnam'’s capital market and its SME
sector. In many Vietnamese regions,
Sacombank is one of the few commercial
banks and a rare source of much-needed
financing for small and medium sized

companies and retail customers.

FMO and its European partners also signed
a capacity development contract with
Sacombank, which will assist the bank in
further improving its asset and liability
management, corporate governance and
implementing a social and environmental

risk management system.
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Marking the importance of the deal,
Dutch Princess Maxima, in her position
as the UN Secretary-General's Special
Advocate for Inclusive Finance for
Development, attended the signing of

the transaction in Ho Chi Min City.

EDIS: 68

Sector: Financial institutions
Region: Asia

Investment: US $25 million loan and

grant
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of cases in which the CD program was used.
One of these is [SacomBank] where it will
be used for further improving its corporate
governance and implementing a social and

environmental risk management system.

FOM

With the Facility Emerging Markets (FOM

- ‘Faciliteit Opkomende Markten’), FMO
stimulates Dutch enterprises to invest in
emerging markets and developing countries.
FOM is a joint initiative of the Dutch Minis-
try of Economic Affairs and FMO.

In 2011 eight contracts were signed for
FOM worth €9 million. €15 million was paid
out for contracts signed in 2011 and earlier.
The volume of the fund grew to a commit-
ted portfolio of €78 million (2010: €90.5
million). For 2012 it is expected that will be

able to contract at least another €25 million.

An example of a FOM project is the [Dobla]

case in Vietnam.

CASE STUDY
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State-of-the-art chocolate from Vietnam

FMO provided Dobla - leading
manufacturer of chocolate decorations

- with the means to open a new state-
of-the art factory in Vietnam, creating
165 jobs and potentially more in future.
Dobla Asia Ltd will also work with the
local hotel management school to start a
pastry academy that will train new staff
and chefs of high-end hotels. The Dobla
Pacific Pastry Academy will open his

doors in April 2012.

FMO's finance was crucial to the opening

of the Vietnamese chocolate factory since
proper funding is not available in the
region due to the high country risk.
Known for its innovative and beautiful
creations, Dobla already has factories in
the Netherlands, Belgium and the US. The
chocolate manufacturer provides pastry
shops, bakeries, hotels, supermarkets and
desert and cake manufacturers with the
decorations they need for their creations.
In the chocolate chain, Dobla is the
market leader in the top-end segment of

B2B chocolate decorations.
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In Vietnam, Dobla produces hand-made
chocolate decorations to the highest
standard, training local artisans in the
art of chocolate making. Dobla has UTZ,
HACCP, BRC, SA 8000, ISO 9001, halal

and kosher certifications.

EDIS: 67

Sector: FOM, Agribusiness, food & water
Region: Vietnam, Asia

Investment: €1.6 million loan contracted

in 2010, paid out in 2011
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STAKEHOLDER ENGAGEMENT

We finalized an extensive analysis of our
external stakeholders in 2010, defining all
our stakeholders and identifying those most
relevant to FMO. This analysis set out how
we communicate and engage with our most
important stakeholders and defined the
primary contacts within FMO for each key

stakeholder.

We took further concrete steps in this

area in 2011. We continued our process

of formalizing our stakeholder identifi-
cation and interaction, intensifying our
contacts and cooperation with our external

stakeholders.

Increasing transparency
Stakeholder engagement is becoming
increasingly important amid a general
increase in focus on private sector
development and on concrete and

measurable development impact.

The Dutch government installed in 2010
shows a clear preference for private sector
investment. At the same time, it expects
more reporting on development outcomes
from our investments, such as numbers of

jobs created or tax income generated.

Non-governmental organizations (NGOs),
too, increasingly focus on the development
impact and environmental and social as-

pects related to private sector investing.

These shifts mean transparency in com-
municating on how development impact is
achieved and measured is becoming more
important FMO. FMO has a special scheme
in place to liaise with the government and
NGOs, involving the Management Board and
representatives from the Communications
and Sustainability departments, as well as

the front office.

Stakeholder engagement

in practice

FMO has a wide variety of stakeholders and
interacts with each group depending on its
perspective, needs and concerns. You can
find examples throughout this report. Some

examples of our stakeholders and how we in-

teract with them include are described below.

Clients

We send a ‘management letter’ to Financial
Institutions clients containing key findings
from due diligence processes. We also send
a client questionnaire after every deal is
closed, followed up by a phone call from
an FMO manager to discuss the outcome.
Outcomes are shared among staff and used

for internal improvements.

We conduct a Client Satisfaction Survey bian-

nually. The next survey is planned for 2012.

Every year we organize a ‘client board’ in
Latin America, at which current and former
clients join FMO representatives in discuss-
ing topics such as the regional economic,
social and political environment, the role of
development banks, FMO's strengths and
weaknesses and our focus sectors. Out-
comes are shared within FMO to improve

our business.

Shareholders

We hold at least one shareholder meeting
per year. Our biggest shareholder is the
Dutch State with whom we meet through-
out the year. Other shareholders include
large Dutch banks, employers’ associations,
trade unions and individual investors. Last
year over 80% of shares was represented at

the annual meeting of shareholders.

Dutch government, embassies

and politicians

We developed a strategy to bring greater
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structure to our talks with politicians

and government policy workers. We hold
discussions regularly which contribute to
our generally good relationships with these

stakeholders.

We have policy meetings with the Dutch
state on a regular basis amongst other items
government funds. We also have meetings
with parliamentarians. We send a newsletter

to Dutch embassies around the world.

Development financial institutions

We worked with counterpart [EDFI] on
harmonizing ESG indicators, in order to
make ESG reporting easier for clients, and
on a similar initiative with a working group
composed of the European Investment
Bank, the European Bank for Reconstruction
and Development and regional development
banks.

We attend annual meetings of EDFI and
bilateral meetings. A delegation usually

represents FMO at such meetings.

Since December 2010 Nanno Kleiterp has

been the EDFI's chairman.

Partners

We organized the conference [Boosting
Investments in Sustainable Forestry and
Forest Carbon] in Amsterdam last year. The
well-attended conference was held together
with Nyenrode Business University and
co-sponsored by the [IDH] and the African

Development Bank.

Many more examples are mentioned
throughout the report. All have similar
goals: to improve cooperation, exchange

knowledge and seek new opportunities.

Employees

Every two years, FMO conducts formal em-
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ployee engagement surveys. The next survey
is scheduled for 2012. Some examples of
how the previous survey was used are de-
scribed in the [Our people] section covering

how our HR department took steps forward.

In this section you will also find informa-
tion on how we hold regular meetings with
the Works' Council. We strive for an open
culture and organize various formal and
informal gatherings for staff throughout

the year.

Local communities and non-

governmental organizations (NGOs)

Local communities and NGOs often have the
same goals. Their concerns and, more im-
portantly, their knowledge and understand-
ing of the possible outcomes of an envis-
aged project is of the utmost importance to
its success. That is why we believe that we
and our clients must pay due attention and

simulate action where it is needed.

We last year formally identified a number of
NGOs we feel are relevant for FMO to active-
ly work with, such as [WWF] and [Oxfam].
We invited Oxfam to give its opinion on
several issues concerning FMO, such as mak-
ing our revamped website more transparent.
We signed a memorandum of understand-
ing with WWF in December 2011, with a
view to rolling out joint initiatives in areas
such as sustainable forestry in coming years
— a clear example of how stakeholder man-
agement bears fruit in terms of policy. We
expect to begin a one-year pilot with WWF
in 2012, before formalizing the partnership

further via the memorandum.

We also signed a memorandum of un-
derstanding with the [Initiatief Duurzame
Handel] (Sustainable Trade Initiative or IDH)
to explore how we can further embed sus-

tainability in the supply chain.

Looking ahead

Our drive to formalize our stakeholder
identification and interaction, intensifying
our contacts and cooperation with our
external stakeholders, will continue in 2012
and beyond as we introduce increasing
structure to our dealings with FMO’s wide-

ranging network.

As part of this, we will look critically at
the large number of [industry initiatives,
networks and associations] in which we
participate, to assess what those member-
ships deliver for FMO and where we can

best target our contributions.

Responding to issues
At FMO, we listen to the topics and concerns
of our stakeholders, and seek to respond to

them fully.

At the end of 2010, a local Argentinian
newspaper accused our Argentinian client
Nidera of “slavery practices”. This article was
later translated and published in a major
Dutch newspaper, ultimately triggering

questions in the Dutch parliament.

When we were first notified of this news
article in December of 2010 we agreed
with our client to hire an independent
environmental and social consultant to
investigate the matter. The investigations
lead to the conclusion that there was no
evidence of slavery practices nor other
human rights violations. However there
were some other elements which could
be improved in accordance with the local
context, since the working fields are often
far away from any kind of normal habitation
and are thus not connected to the main
grid of common facilities. Most of the
points were already identified at the time
of contracting and were in the agreed

social and environmental action plan which

47

was set in progress earlier, but not yet
finalized. Since then, Nidera has allocated
more resources, both financial and human,
together with an external consultancy, in
order to accelerate the implementation of
the action plan, including ISO certification

of industrial plants.

During the process we thoroughly
investigated the situation both personally
and through our local partners. We held
constructive talks with the client, banks and
diverse civil society organizations. When we
found the accusations to be groundless, we
also sought contact with the newspaper and
the Member of Parliament who had tabled

the questions, to clarify the situation.
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SPECIAL OPERATIONS

FMO aspires to be a responsible financier
and to prevent financial distress among its
clients. If companies run into trouble, and
are transferred to our Special Operations
department, we provide support through
tailor-made debt restructuring and intense
monitoring, helping clients get back on
track where possible. In 2011, we enhanced
our investigations into the reasons why
Special Operations projects became
distressed. By focusing on improving
understanding and education within FMO
on the root of these problems, we aim to

prevent their recurrence.

The number of new projects transferred

to our Special Operations department in
2011 remained on a par with 2010. Inflow
and outflow stabilized, with 12 new cases
entering and exiting the department. Due
to varied sector and country circumstances,
it is difficult to pinpoint one overriding
factor that triggered the companies to

become distressed.

Education around Special Operations cases
was prioritized in 2011. We intensified our
efforts to feed lessons learned back to the

front office.

In working towards this aim, the Special
Operations department became more
active in organizing presentations and
participating in FMO training courses

on this subject in 2011. Analyzing our
distressed portfolio and whether problems
could have been detected at an earlier
stage is key to ensuring FMO has done
everything in its power to support its

current and future clients.

Since 2010, Special Operations’
environmental & social expert has been

helping distressed companies improve their

ESG performance and detect problems at
an early stage. This proactive approach
proved valuable in 2011, particularly in
regards to two waste processing projects in
Bangladesh and Vietnam. When projects of
this scope encounter financial difficulties,
environmental pollution becomes a severe
threat. The environmental & social expert
provided a key support role in these cases,
for example by helping our Bangladesh
client draft a water sanitation system plan,
crucial to ensuring the responsible disposal

of waste water.

Since we operate at the local level, the
employees of distressed companies in our
portfolio are among our main stakeholders.
We actively advocate the fair treatment

of these employees, who are placed in an
unfavorable position due to their employer
defaulting. Company shareholders are
another FMO stakeholder and we engage
in dialogue and negotiations with them

when relevant.

The Special Operations portfolio did not
gradually decrease in 2011 as expected.
While circumstances remain quite favorable
in our target emerging markets, they are
not immune to the overall deteriorating
global economic environment. As such,

we no longer expect the Special Operations
portfolio to decrease in the forth coming

period.
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KNOWLEDGE AND INNOVATION search for knowledge-sharing partnerships
FMO stands for value-added financing. with organizations ranging from the DFls
Serving our clients in the best possible way and commercial finance institutions that
means not only extending credit, but also have traditionally been our partners to
sharing our knowledge, expertise and expe- institutions such as universities or non-
rience throughout our bank and with our governmental organizations.

clients and partners. We are firmly commit-
ted to creating an environment conducive to

innovation and knowledge-sharing.

Innovation and knowledge-sharing are
also key to ensuring FMO is resilient and
future-proof in our fast-moving world.
In order to remain a relevant player, we
have to be forward-thinking and able to
adapt continuously to an ever-changing

environment.

What is more, there is a strong link between
sustainability and innovation. An inventory
of our innovative initiatives from the last
two years showed that over 80% of them
were driven by sustainability — a trend

confirmed by research.

Knowledge management

In 2011

Knowledge management was high on
FMO'’s agenda for 2011. We took steps
towards becoming more systematic in
developing and sharing knowledge, and
began building up a knowledge agenda
that captures some of the key challenges
we will face in coming years. This agenda
can be practically applied in our day-to-day
operations, as well as used to determine

longer-term strategy.

For 2012

On our agenda for 2012 are knowledge-
sharing, talent management and
establishing a structured innovation process.
We are inserting such objectives into
employees’ performance targets whenever

possible. Externally, we will broaden our
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OUR PEOPLE

Our people are our most valuable asset,
embodying our commitment to financing
change. We rely on them to communicate
this vision to our many stakeholders.

The Management Board is, as always,
grateful to our employees for their hard
work and dedication to implementing
our strategy, and for the professionalism
and entrepreneurship they exemplified

during 2011.

The past year was a busy one on the human
resources front at FMO, as we focused on
implementing the findings of our 2010
employee satisfaction survey. We prioritized
recruitment, career development, training
and education sessions and cooperation

between departments.

We conducted a remuneration survey in
2011 which confirmed that our employee
compensation is on a par with market

standards for financial institutions.

Organizational structure

FMO is organized into three directorates:
Investment, Corporate and Risk
Management & Finance. FMO created a
new focus sector; Agribusiness, food &
water. This was our primary organizational

change during 2011.

At end-2011, we employed 294 full-time
equivalents (FTEs). Of these, 139 FTEs
worked in Investment, 56 in Corporate and
99 in Risk Management & Finance. FMO
had 23 interns in 2011.

Staff turnover during the year was low

at 5% — essential to building long-term
partner and client relationships. FMO had
16 employee exits in 2011.

We hired 42 employees in 2011 (new

positions and replacement for existing
positions). At the end of 2011, 88% of
employees had an indefinite employee
contract and 12% of employees a fixed
term contract. We expect to hire between
20 to 25 new employees in 2012, of whom
three will be recruited to participate in our

Young Talent Program.

Related links

Organizational chart on www.fmo.nl

Diversity

FMO strives to create an inclusive and
diverse workforce. By focusing on
increasing the number of women in
management positions, accommodating
ageing employees and managing cultural
differences, we show our commitment to

being a responsive and engaged employer.

FMO is a signatory to the ‘Talent to the
Top’ charter’, and aims to have 30%
female representation among senior and
middle managers by end-2012. By end-
2011, 26% of senior and middle managers
at FMO were women. Due to FMO'’s flat
organizational structure, we have fewer
senior managerial positions than many of
our financial sector peers. Nevertheless, we
see room for gender diversity improvement

in 2012.

We began investigating ways to better
accommodate ageing employees in 2011.
A group of employees was selected to
represent FMO's ageing workforce and
they formed a brainstorm group with HR
to discuss their expectations and concerns.
This brainstorm group indicated that FMO
could improve by boosting awareness
around retirement preparation and
facilitating dialogue between employees
and their managers, which will be pursued

further in 2012.
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The number of non-Dutch nationals in

our organization grew to 12% in 2011.
Our goal of having 15% representation
among FTEs by 2012 was not reached.
FMO will continue working to successfully
meet its cultural diversity hiring targets
and to towards our goal to help managers
successfully manage cultural differences

within teams.

Career development and training

As FMO continues to grow, so too do
opportunities for career development.
Internal mobility at FMO was high in 2011,
with 75 job changes or promotions. The
average career duration at FMO is seven
years, showing the great commitment of
our staff as well as the need for structured
career development. Our longest-serving

employee has been with us for 31 years.

In 2011, FMO improved its Personal
Development Plan for employees. The
program aims to help staff assess

the current stage of their career and

set medium and long-term goals,
supported by their managers and HR
advisors. Employee appraisal and career
management workshops for FMO managers
and employees were organized in 2011,
alongside a two-day ‘career check’
training. All employees, including all layers
of management, have several meetings
throughout the year to discuss their
performance and targets. This is part of

FMO'’s standard HR-cycle.

Direct communication lines are part of

our culture. While these lines are well
developed within departments, we worked
to improve cross-departmental cooperation
in 2011. We launched a mentoring program
where new employees can choose a mentor
from a pool of senior FMO employees

across departments and we organized
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sessions with some groups of employees to

improve giving feedback.

FMO employees can participate in exchange
programs with other DFls and financial
institutions, varying from placements

of six months to several years. In 2011,
three FMO employees participated in

such exchanges. We also selected an
employee to work in our new joint office

in Johannesburg which will open in 2012.
We are developing an expat policy for

employees working abroad.

Our FMO Academy enables our employees
to enhance their knowledge of specific
subjects relevant to our business, such

as pricing, project finance, corporate
governance and cross-cultural negotiation
skills. The learning modules are primarily
focused on products and FMO processes
and are knowledge-driven. In 2011, we
focused on developing a joint academy and
training curriculum with DEG and Proparco,
making the program more accessible

and international. Learning together will
stimulate exchange of knowledge and
working experience between participants
and will create an international learning
community and professional network for

development finance.

The Academy’s 23 modules were attended
more than 485 times (400 in 2010), mainly
by FMO employees who participated

in one or more courses. In addition,

38 participants attended from partner
organizations and 22 attendees were

nominee board members.

Young Talent Program

We continued investing in promising
graduates by enhancing our Young Talent
Program in 2011. The response to our

recruitment advertisement on our website

was exceeded expectations. More than

80 applicants applied for three Trainee
positions. The new program is structured
so the trainees begin their career at FMO by
each working in six different departments
during an 18-month period, learning about
the bank before taking on an analyst

role and eventually a full credit officer or

investment officer position.

We continued our sponsorship of the
Studenten Ondernemersprijs (Student
Entrepreneur Prize). By sponsoring such
events, we strengthen relationships with
promising students and raise FMO's
recruitment profile. The winner receives
‘the FMO experience’- the chance to
join one of our investment officers on

a business trip.

Workplace health

FMO strives to offer a healthy working
environment. While the outstanding
engagement of our staff is one of our
strengths, it can potentially lead to stress
orillness. In early 2011, we noticed an
increase of absenteeism. Therefore we
started to raise awareness among managers
through workshops on identifying early
warning signs of burnout and stress, as a

preventative measure.

We encourage our employees to reduce
their holiday reservoir and to take their
holiday leave during the year it is allocated.
Due to this, more employees took
sabbaticals and extended leave in 2011

than in previous years.

Many employees travel to our clients
around the globe, and we introduced a
renewed travel safety policy in 2011 to
provide support and useful tips for these
employees. This policy covers everything

from how to apply for a business trip,
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to the medical and safety aspects and
regulations one should be aware of when

travelling in particular countries.

We have an in-house emergency response
team. Every member of this team is
certified in providing first aid and has
been trained in coordinating emergency
evacuations and fighting small fires.
Currently almost 20 people are certified
and an additional group of more than 20
employees are assigned to provide support

in case of an evacuation.

FMO promotes health in the workplace

by offering staff sports events throughout
the year and by providing healthy options
in the company restaurant. In 2011 a team
of FMO employees participated in the
Roparun for the first time. This is a charity
run from Paris to Rotterdam, raising funds
for cancer research. In 2012 FMO will

participate again.

Works’ Council

The Works’ Council represents all FMO
employees and is an important platform
for interaction with senior management,
giving employees a voice and the chance to

influence the organization.

As is customary, the Works' Council held
six formal meetings with the Management
Board during 2011, providing advice and
employee input on various issues. The main
topics addressed included:
¢ the establishment of the joint office in
Johannesburg;
* the creation of the new focus sector
Agribusiness, food & water;
* staff diversity;
* renewed travel safety policy;
¢ the implementation of a dress code;
* the possibilities of the new way of

working at FMO
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The Works' Council also held two meetings
according to article 24 WOR. One attended
by Jean Frijns, Chairman of the Supervisory
Board and one attended by Agnes
Jongerius, member of the Supervisory
Board.

In addition to the formal meetings, the
Works' Council also exchanged ideas with
senior management at several informal

gatherings.

The Management Board appreciates the
constructive dialogue, suggestions and

ideas the works council shares.

The Works’ Council comprises nine
members. Changes in 2011 included the
replacement of Tom van Duijn, Arnaud
Dukker, Willem van Leeuwen (secretary),
Eva Failé, Marieke Roestenburg and
Puck Hegeman (Vice-chairman), who are
succeeded by Brendon Schur, Chantal
Schrijver, Gemma Verhoeven (secretary),
Laurens-Jan Portegies, Nico Mensink and
Pleun Verhagen. The other members are
Edgard Creemers (Chairman), Eva van
den Heuvel (Vice-chairman) and Marijn

Wiersma.
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Employee figures

2011 2010 2009
HEADCOUNT
Total headcount ultimo 314 293 281
Male 167 53% 161 55% 162 58%
Female 147 47% 132 45% 119 42%
Average headcount 302 286 279
FTE
FTE ultimo 294 274 263
Average FTE 283 270 264
Average years in service 7.1 6.5 5.8
Average age 40.8 40.7 39.9
PART TIME EMPLOYEES
Male 37 34 31
Female 74 74 68
Total 111 35% 108 37% 929 35%
INFLUX
Male 14 6 6
Female 28 18 20
Total 42 13% 24 8% 26 9%
EXIT
Leavers (excl. early retirement) 16 12 17
percentage 5% 4% 6%
Average years in service leavers 5.0 5.5 3.3
Average age leavers 41.6 38.1 34.8
(Early) retirement 1 1 5
SENIOR MANAGEMENT (MB + DIRECTORS)
Male 15 94% 14 82% 15 83%
Female 1 6% 3 18% 3 17%
Total 16 17 18
MIDDLE MANAGEMENT (MANAGERS)
Male 19 63% 18 64% 19 70%
Female 11 37% 10 36% 8 30%
Total 30 28 27
NATIONALITIES
# Dutch employees 275 88% 262 89% 254 90%
# non-Dutch employees 39 12% 31 11% 27 10%
Number of different nationalities 22 17 17
VACANCIES PER ULTIMO
Directorate Corporate 1 4 0
Directorate Investment 3
Directorate Risk Management & Finance 3
Total 10 18 6
ABSENTEEISM
Percentage 3.83% 2.84% 2.23%
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RISK MANAGEMENT

Doing business means taking risks. Looking
at FMO's strategy and activities, it could

be said that our primary target is to
maximize development impact, while being
profitable in a sustainable way, and that
taking risks is inherent to our core business.
In order to do sustainable, profitable busi-
ness, however, our challenge is how to take
calculated risks. FMO’s Management Board
defines the risk profile and risk appetite,
under supervision of the Audit & Risk Com-
mittee and the Supervisory Board. Within
our risk appetite, FMO has a comprehen-
sive, integrated ‘In Control Framework’

to enable us to take and control these

calculated risks.

This ‘In Control Framework’ plays a pivotal
role in the thorough analysis of risks.

FMO has identified risks in the following
categories: strategic, operational, financial
reporting and compliance risks. Important
drivers for our risk universe are FMO's
strategy, objectives and laws and regula-
tions (such as the Dutch Banking Code,
Corporate Governance Code, Financial
Supervision Act, Law against Money
Laundering and Financing of Terrorism,
Basel Il and Il and International Financial
Reporting Standards). To mitigate the risks
we have implemented controls, whose
effectiveness we continuously monitor.
Within FMO this monitoring is conducted
by three ‘lines of defense’. Business man-
agement reviews processes and reports and
performs self-assessments. In the second
line of defense there are specialized risk
departments and committees. The third line
consists of the internal audit function and

external auditors.

We paid special attention to a number of key
risks in 2011, based on the market situation,

regulations or internal circumstances.

Strategic risks

Macroeconomic factors and FMO's unique
environment significantly affect realization
of our objectives. After deteriorating eco-
nomic circumstances in previous years, 2011
started as second year of recovery after the
global economic crisis, but in the course

of the year the economic outlook has been

growing more uncertain again.

Despite serious worsening of the debt crisis
in the eurozone the developing econo-
mies still continued to grow. We were able
to achieve most of our targets and key
objectives of the strategy, like develop-
ment impact, low-income countries, new
commitments and profitability. We also met
our strategic goal to mobilize funds for our
markets, especially by acting more as joint

or sole mandated lead arranger.

In 2011 FMO strengthened its leadership po-
sition in sustainability. Recognizing that the
primary responsibility for sustainable devel-
opment and management of ESG risks rests
with our clients, a key focus last year was

on initiatives that allow us to better support
them in implementing best practices. The
risk of not succeeding would affect the

realization of FMO'’s strategy.

The IFC Performance Standards form the
basis for FMO’s ESG risk management ap-
proach. FMO's approach comprises of three
parts: (1) Risk Categorization of clients, (2)
Establishing applicable requirements, and if
necessary (3) Environmental and Social Ac-
tion Plans. Implementation of best practices
by clients is achieved by using the action
plans that are agreed upon with our clients,

and are monitored over time.
As follow-up on the revision of our

Sustainability Policy in 2010 and its

integration into our investment criteria,
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our processes and procedures were
further updated in 2011. The continued
development of corporate governance
tools, ESG training programs and tools
as well as our Anti Bribery & Corruption
Statement continue to ensure we achieve

implementation of our sustainability strategy.

In 2011, FMO continued to work with an
organization-wide ESG target where our aim
was to implement 80% of action items due
during the reporting year. We successfully
met this target in 2011. To further support
efforts to meet our ESG targets, we remain
focused in the push towards smarter and
more effective ESG management and report-

ing at FMO.

Operational risks

To ensure the proper execution of FMO'’s
operations, several tools are in place.

Our internal audit function assesses the
effectiveness and efficiency of the processes
based on a risk analysis. FMO’s directors
also perform annual operational risk self-
assessments, which evaluate controls and
set action plans to improve these controls.
Follow-up on the action plans and audit

findings is carried out quarterly.

If operations have not functioned properly,
we record an incident. Each quarter, an
overview of incidents is reported to FMO's
Management Board. The Audit & Risk Com-
mittee is also informed of such incidents via
a report by the Audit, Compliance & Control
department (ACC). This report gives insight,
for instance, into aspects that need to be

improved and where FMO's key risks lie.

In terms of FMQ’s operations, the proper
execution of our processes carries the great-
est risks. We have intensively reviewed and
improved all process descriptions, which

are accessible to everyone via the intranet.
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Process descriptions are reviewed and
updated yearly. Knowledge of procedures
and processes remains an important priority,
especially when changes in regulations, for
example, require changes in internal proce-

dures and processes.

Knowledge and risk awareness are also an
important aspect of management steering
and control. As far as soft controls in our
organization are concerned, we will con-
tinue investing in behavioral skills, such as
awareness, coaching and maintaining clear
accountability. Attention is also paid and
will continue to be paid to interdepartmen-

tal cooperation throughout FMO.

Control of (sometimes complex) financial
products can be complicated, so in the past
we implemented a Product Approval Pro-
cess. It may be, for instance, that products
do not meet clients’ needs, not all risks

are identified or the product cannot be
registered properly. This Product Approval
Process has proven to be a valuable tool. In
2011 we furthermore thoroughly reviewed
management of local currency derivatives.
Knowledge on these products and processes
is further bundled in a so-called Knowledge
Street and communication between many
stakeholders, like employees of front office,
Mid Office, Financial Markets and Risk Man-

agement, is intensified.

Financial risks

The mission of FMO is to take risks that com-
mercial parties are not usually prepared to
take. A glance at FMO's portfolio reveals our
development mission: it is a highly diversified
portfolio made up of investments in emerg-
ing markets. The most significant financial
risks FMO runs are the credit and equity risks

related to our investment activities.

FMO has no appetite for other risks than the

risks related to our investments in emerg-
ing markets. In order to identify, measure,
monitor and mitigate its financial risks, FMO
has an adequate risk management system in
place. Our key risk management bodies and
committees reflect the specific nature of the
various risks in order to ensure that risks are
managed within limits set in a transparent

and timely manner.

All individual financing proposals for invest-
ments in emerging markets are assessed

by our Investment Committee in terms of
specific counterparty risk, as well as country
risk. FMO has clearly defined its risk appetite
per country and for counterparties in its
loan portfolio and this is taken into account
by the Investment Committee throughout
the approval process. An important input
for the assessment of the credit risk in our
loan portfolio is the internal scorecard that
is used for all loan investment proposals. In
2011 this internal rating methodology has
been upgraded. Moody’s has supported
FMO in this project and has validated the
new methodology. FMO now has a meth-
odology in line with Basel’s Internal Ratings
Based (IRB) approach for measuring credit
risk — which is transparent and best practice
amongst financial institutions. The ratings
will also be submitted to the Global Emerg-
ing Markets data pool (a joint initiative of
[IFC] and [EIB]) in order to share loss data
with other [DFI]’s worldwide.

In addition, all individual financial exposures
are subject to a periodic review process

in the Investment Review Committee. All
individual exposures are assessed at least
once every year and if necessary more often.
Throughout FMO'’s credit process a four eye
principle (two person review) with proper in-

volvement of Risk Management is applicable.

The Asset and Liability Management
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Committee (ALCO) is responsible for manag-
ing FMO'’s risks on a portfolio level. Key
responsibilities of the ALCO include setting
policies on credit, country, currency, interest-
rate and liquidity risks, as well as capital
adequacy. At monthly meetings, the ALCO
assesses risk reports and advises on new

products and limits.

Liquidity risk
Liquidity risk is the risk that insufficient
funds are available to meet financial com-
mitments. FMO's policy is to have matched
funding, that is the tenor of our funding is
matched to our assets, in order to reduce
liquidity risk. Our liquidity policy is based on
a three pillar approach. This policy ensures:
1) that the maturity mismatch is limited to
€500 million per maturity bucket and
that our refinancing risk is limited to

€250 million per maturity bucket;

2) that we have sufficient cash, liquidity
buffers and access to emergency lines
to survive a stress period, where the
funding market is totally closed for six

months and;

3) that our funding sources are well
diversified in terms of geography and
instrument type. These three pillars are
converted into liquidity limits and are
tested against the liquidity position on
a monthly basis at least. The liquidity
position is presented to the ALCO on a

monthly basis.

FMO'’s high credit rating (currently AAA,
linked to the Dutch government) facilitates
our access to financial markets for funding.
This has enabled us to attract funding at a
relatively low cost of funds and has meant
that during times of crisis the funding market
for FMO stays open for longer than it does

for commercial European banks. A change
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in the rating of the Dutch State would likely
lead to a change in the rating of FMO. This
would in turn affect our access to the fund-

ing markets and the margins we pay.

FMO traditionally has a conservative
liquidity policy and funding strategy that is
well suited to the business we do. In 2011
we have further diversified our investor
base, raising approximately €0.5 billion
long-term funding from different markets
and currencies. The tenors vary from two
years to 10 years. The liquidity position

is well within our limits and even under
various stress tests we are still within the
limits. Nevertheless liquidity remains a

key point for the ALCO, Risk Management
and Treasury. We continually review the
liquidity position, our assumptions, internal
expectations and external market conditions
to ensure that our liquidity overview remains

relevant and accurate.

Related links
[www.fmo.nl/reports for the latest S&P

report]

Capital management

FMO seeks to maintain a strong capital
position, by means of an integrated capital
adequacy planning and control framework,

regularly reviewed by the ALCO.

FMO has an external and internal ratio to
express its capital position. The external
ratio is calculated based on the standard-
ized approach of Basel Il regulations; the
internal capital ratio is based on the internal
capital model. This year a new model has
been introduced for our internal capital
requirement. This model is based on Basel's
Internal Ratings Based (IRB) methodology

for measuring credit risk.

The main difference between the internal

and external capital models is the calcula-
tion of the level of capital needed for credit
risk. Since FMO takes risks in developing
countries, risks that commercial parties

are not usually prepared to take, the risk

is higher according to the internal model
compared to the standardized approach.
Hence the external ratio is higher than the

internal ratio.

For a more detailed elaboration of financial
risks, see the [Financial Risk Management]

section in the annual accounts.

Compliance and regulatory risks
Partly stemming from the financial crisis,
regulatory requirements and supervision are
significantly increasing. Examples are laws
and regulations like [Wft], Basel IlI, [IFRS]
and Banking Codes. Developments (e.g.
reporting standards, liquidity requirements,
guidelines on remuneration, corporate gov-
ernance, anti-corruption) are monitored and
translated into policies by specialists and

a dedicated regulatory working group. In
2011 we have also seen increasing supervi-
sion by the Dutch Central Bank: the results
of these reviews have strengthened our

comfort in FMQ's Control Framework.

Simultaneously we have also noticed grow-
ing interest and need for transparency
towards non-governmental organizations.
This shift requires more measurement and
reporting, a development that will without

doubt further increase in the near future.

FMO'’s reputation is an indispensable asset
that needs to be protected against damage.
We have implemented a Code of Conduct
prescribing the behavior of FMO'’s staff,
which all employees must receive and sign
before starting their career with us. FMO's
values and culture is further discussed dur-

ing a training for new employees. Besides
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hard controls such as rules and procedures,
FMO'’s management believes that soft con-
trols, focused on people’s behavior, are of

vital importance.

Reputational and compliance risk are also
created by FMO's clients. To mitigate these
risks, FMO has a strict [Know-Your-Customer
and Anti-Money Laundering policy] to
guide our investment officers. This policy

is reviewed on a yearly basis according to
new laws and regulations. Furthermore,
FMO'’s compliance officers advise on and
ultimately approve or reject all FMO's
clients before a business relationship is
established. In the case of compliance risk,
continuous awareness and management
monitoring are key controls. To continuously
improve awareness, all departments
annually receive specific training and are
tested on compliance through an e-learning
module. Additionally, following regulatory
requirements, in 2011 we implemented an

[Anti-Bribery & Corruption policy].
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IN CONTROL STATEMENT

FMO uses an integrated and solid In
Control Framework that enables taking
and controlling risks and which complies
with international best practices. Adequate
internal control strongly supports the
achievement of objectives in the following
categories: (i) effectiveness and efficiency
of processes; (ii) reliability of financial re-
porting; (iii) realization of operational and
financial objectives; and (iv) compliance

with laws and regulations.

The Management Board regularly
considers the design and effectiveness

of FMO'’s internal risk management and
control practices (taking into account
the approved risk appetite) and discusses
all related significant aspects with

senior management. The results of the
Management Board'’s review of FMQO’s
internal risk management and control
systems, including significant changes and
planned major improvements, and the
defined risk appetite are discussed with
FMO'’s Audit & Risk Committee, which

reports these to the Supervisory Board.

Based on our review of the company’s
internal risk management and control
systems, and cognizant of their inherent
limitations described below, we have con-
cluded that FMO is in compliance with the
requirements of best practices I1.1.4 and
11.1.5 of the Dutch Corporate Governance
Code. The Management Board makes the
following statement regarding the financial
reporting risks:

* The internal risk management and control
systems of FMO provide a reasonable
assurance that FMO's financial reporting
does not contain any errors of material
importance;

* FMO'’s risk management and control sys-

tems worked properly during 2011;

* There are no indications that FMO'’s inter-
nal risk management and control systems
will not continue to function properly in

the current year.

Our risk management and control systems
also provide us reasonable assurance about
effectiveness of operations, realization of
strategic and operational objectives and
compliance with applicable laws and regula-

tions.

We note that the proper design and im-
plementation of internal risk management
and control systems significantly reduces,
but cannot fully eliminate, the possibility of
poor judgment in decision-making, human
error, control processes being deliberately
circumvented by employees and others,
management overriding controls and the
occurrence of unforeseeable circumstances.
Another limiting factor is the need to
consider the relative costs and benefits

of risk responses. Properly designed and
implemented internal risk management
and control systems will therefore provide
reasonable, but not absolute, assurance
that FMO will not be hindered in achieving
its business objectives, or in the orderly and

legitimate conduct of its business.

Responsibility Statement

In accordance with article 5:25c¢ sub 2
part c of the Dutch Financial Supervision
Act (Wft) we state that, to the best of our

knowledge:

The financial statements give a true and
fair view of the assets, liabilities, finan-
cial position and profit of FMO and its

consolidated companies;
The annual report gives a true and fair view

of the position on the balance sheet date

and developments during the financial
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year 2011 of FMO and its consolidated

companies; and

The annual report describes the material

risks that FMO faces.

The Hague, March 8, 2012

Nanno Kleiterp, Chief Executive Officer

Nico Pijl, Chief Risk & Finance Officer

Jurgen Rigterink, Chief Investment Officer
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Report of the Supervisory Board

FMO enjoyed another successful year in
2011, achieving its targets in terms of
development impact, sustainability, new
commitments and financial results — all areas
to which the Supervisory Board pays close
attention. FMO'’s operating environment
became riskier during the year, both on the

financing and funding side.

This demanded great commitment from
the Management Board and all FMO’s
employees, to whom the Supervisory

Board would like to express its appreciation

and thanks.

PROPOSALS AND RECOMMENDATIONS
TO THE AGM

FMO'’s Supervisory Board endorses the
Report of the Management Board. We
propose that the Annual General Meeting
of Shareholders (AGM) adopts the 2011
annual accounts audited by KPMG

Accountants N.V.

In accordance with Article 6(2) of the
Agreement State-FMO of November 16,
1998, we propose that the AGM approves
the allocation of €88.8 million (2010:
€119.9 million) to the contractual reserve.
The remaining amount of €4.3 million
(2010: €6.2 million) is the distributable
component of profits. We recommend that
the AGM adopts the Management Board’s
proposal to pay a cash dividend of €5.36
(2010: €4.66) per share and allocate the
remaining €2.1 million to other reserves.
We propose that the AGM reappoints KPMG
Accountants N.V. as external auditors.

We trust the AGM will also discharge the
Management Board for its management

of FMO and the Supervisory Board for its

supervision during the reporting year.

Furthermore, the Supervisory Board
requests that the AGM approves the new
remuneration policy for the Management
Board. As Dolf Collee final term has come
to an end the Supervisory Board submits
the nomination of his successor and the
reappointments of Agnes Jongerius and Pier
Vellinga for the Supervisory Board to the
AGM of May 2012.

SUPERVISORY BOARD STRUCTURE
AND ROLE

The Supervisory Board supervises the
Management Board, and the general course
of affairs in the company and in FMO'’s
business. All members are available to the
Management Board for strategic advice
and are able to provide advice on specific
issues, with two dedicated committees,
one on audit and risk management, and
the other on selection, appointment and

remuneration.

Supervisory Board members are appointed
by the AGM. In May our Chairman Willy
Angenent retired from the Supervisory
Board and its committees, after nine years
of service. Jean Frijns took over the role of
Chairman. The Supervisory Board would
like to thank Willy Angenent once again for
his dedication and valuable contribution to

FMO during these years.

The Supervisory Board currently comprises
six members, with specific expertise in areas

relevant to FMQ'’s activities.

The Supervisory Board reviewed its own
functioning in 2011 and reaffirmed

its commitment to the two-tier board
system as the appropriate model for

FMO. The Supervisory Board sees its role
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as supervising, advising and acting as a
sparring partner for the Management
Board, as well as working with the latter to
set out the bank's strategy, and engaging
with key stakeholders on FMO'’s behalf.

Last year, the Supervisory Board analyzed
its composition and discussed the optimal
mix of competencies that should be
represented. It reached the conclusion
that FMO's Supervisory Board should

aim for a continued good variety of skills
and experience in areas such as business
and risk management, as well as finance
and banking, climate change and Human

Resources related subjects.

FMO subscribes to the four ‘core
competences’ for banks’ Management and
Supervisory Boards. Board members are
required to have sufficient expertise on the
following subjects:

* management, organization and

communication;

* relevant products, services and markets;

* sound management; and

* well-balanced and consistent decision-

making.

The Supervisory Board also strives to have at

least two female members.

The introduction program for new
Supervisory Board members includes
meetings with the Management Board and
Works’ Council. New members gain further
insight into FMO'’s working processes

and target markets through discussions
with investment officers and social and

environmental specialists.

No new members were appointed to the
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Supervisory Board in 2011, but there was
discussion of the changes due in 2012,
when the current appointments of members
Dolf Collee, Agnes Jongerius and Pier

Vellinga come to an end.

The Supervisory Board held an extensive
search for a successor to Dolf Collee,

who will retire from the FMO Supervisory
Board in 2012 and cannot be reappointed.
The nomination of his successor will be
submitted to the AGM in May 2012.The
Board is happy that Agnes Jongerius and Pier

Vellinga are available for reappointment.

SUPERVISORY BOARD ACTIVITIES

FMO'’s Supervisory Board and its committees
work through regular, pre-scheduled
meetings, and on an ad hoc basis

throughout the year.

A transparent formal reporting structure
is in place, and Supervisory Board
members are frequently in contact with
the Management Board so they remain
fully informed and can provide advice at
all times. The Supervisory Board Chairman
meets the CEO informally once a month.
With the exception of evaluations and
appraisals, the full Management Board
meets the full Supervisory Board at all pre-

scheduled meetings.

The Supervisory Board held four regular
meetings and two strategic sessions in 2011.
The Supervisory Board is careful to ensure
the right balance between governance and
performance, so that it devotes attention
not just to governance matters, but also to
strategic and business issues. The attendance

at the regular meetings was 100%.

SUPERVISORY BOARD STRUCTURE AND MEMBERSHIPS

Last year, explicit attention was devoted

to capital management and growth. In
particular, the Supervisory Board looked at
capital requirements, solvency risks and their
implications for FMO's operations. Good
profitability is essential to enable FMO to
continue growing its portfolio and annual

investment volumes.

The Supervisory Board looked closely at the
financial risks to which FMO is exposed:
liquidity; financing and private equity

exits; capital structure and funding; and
third-party funds. The Board was satisfied
that although the market turmoil requires
constant vigilance, FMO is very healthy in all

these areas.

The Supervisory Board was highly involved

in the preliminary work done last year to

Supervisory

End of current
appointment

Board Committee
membership

Supervisory Personal Initial
Board member information appointment
Jean Frijns, Dutch, 1947, male 2010
Chairman

Rein Willems, Dutch, 1945, male 2006
Vice Chairman

Bert Bruggink Dutch, 1963, male 2009
Dolf Collee Dutch, 1952, male 2001
Agnes Jongerius Dutch, 1960, female 2008
Pier Vellinga Dutch, 1950, male 2008
Willy Angenent " Dutch, 1940, male 2002

1) Willy Angenent was the Chairman of the Supervisory Board up to and including the AGM of May 11, 2011
2) Jean Frijns is Chairman of the Supervisory Board as of the AGM of May 11, 2011

2014 Audit & Risk Committee
Selection, Appointment &
Remuneration Committee

2014 Audit & Risk Committee

2013 Audit & Risk Committee,

Chairman

2012 Selection, Appointment &

Remuneration Committee,
Chairman

2012 Selection, Appointment &
Remuneration Committee

2012 Audit & Risk Committee

2011 Audit & Risk Committee,

Selection, Appointment &
Remuneration Committee
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develop FMO’s new strategy for 2013-2016.
The bank reaffirmed its mission to fight
poverty in developing countries through
providing sustainable finance in sectors that
have the potential for high development
impact. FMO does this by providing

finance and knowledge to entrepreneurs in

developing countries.

The Supervisory Board has asked the
Management Board to develop concrete
strategic targets in areas such as
development impact, loan production,
organizational developments and funding.
It should be noted that the strategic
reassessment on which FMO is working
will not lead to a higher risk profile for the
bank; very high-risk investments will only
be possible if third parties assume some
or much of the risk. In this respect, FMO
received a great deal of support from the
Dutch government in 2011, for example
through the funds which FMO manages for
the Dutch State.

Last year close attention was also paid to
FMO's financial reporting and financial
risks, determining the organization’s risk
appetite, policies and risk framework. The
Risk Management department and the
Supervisory Board’s Audit & Risk Committee
monitor to ensure adherence to these

parameters.

The functioning of monitoring systems was
also looked at. Ensuring that FMO is fully
compliant with national and international
rules and regulations, and that internal
controls function correctly, is a major focus
area of both the Management Board and

the Supervisory Board.

When it comes to engaging with

stakeholder the Supervisory Board members

are also actively involved. For example, the
chairman of the Supervisory Board holds
annual meetings with the Dutch Ministry of
Finance, and the Supervisory Board had two
meetings in 2011 with the Dutch Ministry of

Foreign Affairs/Development Cooperation.

As regards internal stakeholders, the
Supervisory Board holds formal meetings
twice a year with the FMO Works’ Council.
The Supervisory Board intends to work
towards more structured interaction with

FMO’s management.

LIFELONG LEARNING

The Dutch Banking Code, which came into
effect in 2010, required Supervisory Board
members to follow a formal program of
lifelong learning. At FMO, this began in
2010 and was continued and expanded in

2011.

The program of lifelong learning was also
used as a starting point for the preparation

of the 2013-2016 strategy.

Last year, Supervisory Board members
participated in learning sessions on the
following subjects:

* The Agribusiness, food & water sector,
which FMO added as a focus sector in
2011;

* The Housing sector, another of FMO's
focus sectors;

* Risk management;

¢ International Financial Reporting
Standards (IFRS) accounting rules;

* Procedures around FMOQ's Special
Operations activities;

¢ Climate change;

* Development effectiveness.

INTERNAL EVALUATION
In 2011, the Supervisory Board performed
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the customary annual internal evaluation of
its performance. The assessment found that
the composition, meeting preparation and
style of meetings were all satisfactory and

no fundamental changes were necessary.

The Supervisory Board analyzed the
results of its internal evaluation against its
competencies, to ensure it contained the

required range of knowledge and skill sets.

As a result of the internal evaluation, the
Supervisory Board decided to make some
adjustments to its lifelong learning program,
placing more emphasis on knowledge of
financial and risk management, as well

as deepening the Supervisory Board's

relationships with stakeholders.

The decision was also taken to conduct
these yearly evaluations together with an
external party as of 2012, in order to deepen

and better structure the exercise.

REMUNERATION POLICY

The Supervisory Board last year held
extensive discussions on the Dutch

central bank’s (DNB) Regeling Beheerst
Beloningsbeleid Wft 2011 (regulation on
sound remuneration policy). It found that
although FMO complies with the substance
of this regulation, which took effect at

the beginning of 2011, administrative
adjustments were necessary to make its

form fulfill DNB requirements.

FMO has a bonus system for the members
of the Management Board; the bonus is
linked to financial and non-financial targets

and cannot exceed 25% of the fixed salary.

The Supervisory Board also looked at the
remuneration policy for the rest of the

FMO workforce. FMO has no regular bonus
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system for its employees but has a relatively
modest level of discretionary compensation,

at the discretion of the Management Board.

In addition, the Supervisory Board checked
whether total compensation levels were in
step with a peer group. The conclusion was

that FMO'’s remuneration policy is adequate.

Remuneration Management Board
The remuneration policy for Management
Board members is to provide a package that
attracts and retains capable executives with
relevant expertise in international finance.
A specialized external consultant evaluates
the compensation package at least every
three years, using as reference data on
executives from a number of financial
institutions in the Netherlands and, when

available, from abroad.

FMO applies a remuneration policy that
takes into account all relevant input from
its shareholders with reference to the
changing common understanding and
practice regarding remuneration issues in
the financial sector, such as the Banking
Code and evaluations of, and revisions to,
the Dutch Corporate Governance Code. In
order to adopt the changes presented in
the Banking Code and the revisions to the
Corporate Governance Code, an adjusted
remuneration policy for the Management
Board was drafted by the Supervisory
Board, which was approved by the AGM
in May 2010.

Remuneration elements

Remuneration elements include a fixed
annual salary, performance-related pay,
contribution to pension plan and other
components. Members of the Management
Board have no shares, options or loans

relating to the company.

The total remuneration package for the job
function is graded according to the Hay
system. The total salary level is capped

and related to two different referential
peer groups: a (public/semi-) public

sector reference group and a private

sector reference group. With regard to new
labour contracts, the remuneration ceiling
for the Chief Executive Officer is €300,000
gross salary per annum, subject to increases
according to the General Banking Collective
Labour Agreement as of May 2009. This
yearly maximum compensation will include
fixed salary, financial compensation for
reduction of work hours, holiday allowance

and any variable pay.

At the end of 2010, our advisor Hay

Group conducted a study regarding the
total remuneration package of the CEO in
relation to the two referential peer groups.
The conclusion of this study shows that the
level of the remuneration package of the

CEOQ is in line with our policy.

Fixed salary

The fixed salary component for all
Management Board members follows
the increase of the Collective Labour

Agreements.

Performance-related pay

Performance-related pay over 2011 is
based on financial and non-financial
targets, and is capped at a maximum of
25% of the fixed salary (outperformance).
In the case of an ‘at target’ performance
level, the performance-related pay is 15%
of the fixed salary. Financial and non-
financial targets were proposed to the
Supervisory Board by the Selection,
Appointment & Remuneration Committee,
based on the 2011 budget as approved by

the Supervisory Board.
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In 2011, financial targets related to
business volume, value adjustments,
operating expenses and profit before value
adjustments and taxes. The Committee
advises the Supervisory Board as to whether
targets have been achieved and asks
external auditors to verify the relevant

calculations annually.

This also applies to the non-financial targets.
In 2011 these non-financial targets related
to issues requiring special management
attention during the reporting year, such

as development impact, the percentage of
investments in low-income countries, the
percentage of implemented ESG action

items and mobilizing finance.

For 2012 a new Management Board
remuneration policy has been drafted

in which performance related pay will

no longer be included. This policy has
been drafted in accordance with the
Dutch Central Banks’ “Regeling beheerst
belonigsbeleid 2011” (Regulation sound
remuneration policy 2011) and the [CEBS]
guidelines. The new Management Board
remuneration policy will be proposed to
the AGM for approval. The performance
related pay over 2011 will be paid out

in accordance with the aforementioned
Regulations and Guidelines, in two tranches
(2012 and 2015).

Pension scheme

All members of the Management Board
have a pension scheme that is based on

the average wage level arrangement, in
accordance with the collective arrangement,

that applies to all FMO employees.

Other components

Other employment benefits include a

fixed expense allowance, social security,
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contribution to a company car, profit-
sharing payment and compensation

of interest on mortgages. All these
arrangements are in line with the general

fringe benefits within FMO.

The Management Board consists of three
statutory members. Their remuneration for
2011 was €1,105,000 (2010: €1,122,000)

and is specified in the table.

REMUNERATION OF THE MANAGEMENT BOARD (€X1,000)

Personal Fixed Performance Total Total
information remuneration related pay” Pension Other? 2011 20102

Nanno Kleiterp Dutch, 265 51 76 37 429 454
1953, male

Nico Pijl Dutch, 202 39 63 51 355 335
1951, male

Jurgen Rigterink German, 202 39 40 40 321 333
1964, male

Total 669 129 179 128 1,105 1,122

1) The reported performance-related pay related to 2011 will be partly deferred in line with the guidelines on remuneration policies and practices.

2) Includes contributions to company car, fixed expense allowance, general profit-sharing, life-course savings scheme, compensation of interest on mortgages, compensation for the return of leave al-

lowances and anniversary benefits. This is in line with the general fringe benefits within FMO.
3) Nico Pijl’s fixed remuneration includes a six-week unpaid leave in 2010.

PERFORMANCE RELATED PAY (%)

2011 2010 2009 2008 "
Financial 8.8 10.3 9.7 8.1 (6.5)
Non-financial 10.5 11.9 6.2 8.1 (6.5)
Total (max 25%) 19.3 22.2 15.9 16.2(13.0)

1) As of 2009, all Management Board members receive the same percentage of performance-related pay. The 2008 figures show the percentage of the CEO, followed by the percentage of the other

members in brackets.
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Remuneration of the

Supervisory Board

FMO does not compensate members of the
Supervisory Board with performance-related
pay, shares or loans. On December 31,
2011, the Supervisory Board consisted of six
members. The members of the Supervisory
Board were paid total remuneration of
€124,800 (2010: €130,000 for seven

members), which is specified in the table.

REMUNERATION OF THE SUPERVISORY BOARD (€X1,000)

2011 2010

SUPERVISORY BOARD
Chairman 22.5 22,5
Member 15 15
AUDIT & RISK COMMITTEE
Chairman 4 4
Member 3 3
SELECTION, APPOINTMENT & REMUNERATION COMMITTEE
Chairman
Member
REMUNERATION OF THE SUPERVISORY BOARD (€X1,000)

Personal information 2011 2010
Jean Frijns (as per May 12, 2010) Dutch, 1947, male 24.8 12.5
Rein Willems Dutch, 1945, male 18 18
Bert Bruggink Dutch, 1963, male 19 19
Dolf Collee Dutch, 1952, male 18 18
Agnes Jongerius Dutch, 1960, female 17 17
Pier Vellinga Dutch, 1950, male 18 18
Willy Angenent (until May 11, 2011) Dutch, 1940, male 10 27.5
Total 124.8 130
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INDEPENDENCE, CONFLICTS OF
INTEREST, GOVERNANCE

All members of the Supervisory Board are
independent, as required by the Corporate

Governance Code.

No direct, indirect or formal conflicts of

interest were identified in 2011.

FMO has specific regulations concern-

ing private investments. Compliance by
Supervisory Board members, Management
Board members and all other employees
with FMO'’s regulations on private invest-
ments is addressed regularly. Based on the
information provided by the members, no
conflicts with regard to private investments

were found.

FMO complies with the Dutch Banking Code
and Corporate Governance Code. These
were discussed by the Supervisory Board

in 2011, and it was found that FMO has a
high rate of compliance. Where FMO does
not comply with these codes, it explains

its reasons. For more information, see the

[Corporate Governance] section.

AUDIT & RISK COMMITTEE

The Audit & Risk Committee monitors
economic capital issues, in line with Basel Il
guidelines. It reviews and advises on FMO's
financial position, operational risks and
reporting, corporate governance relating to
financials and processes, including compli-
ance, internal and external control, and

audit reports.

After the retirement of Willy Angenent, the
Audit & Risk Committee comprised Bert
Bruggink (chairman), Rein Willems, Pier
Vellinga and Jean Frijns. It reports to the full

Supervisory Board.

In 2011, the committee met three times.

The external accountants, the CR&FO and
the CEO, the Risk Management Director,
the Audit, Compliance & Control Director
and the Finance Director were present at all
meetings. The Committee also met sepa-

rately with the external auditors.

Key issues addressed by the Audit & Risk
Committee in 2011 included the risk appe-
tite and risk guidelines, the economic capital
model and the funding policy in light of the
stressed situation on financial markets. The
(interim) management letter from account-
ants KPMG, laying out its observations and
recommendations regarding internal control
at FMO was discussed extensively. Special
attention was requested for the calculation
of economic capital and the internal capital
ratio, segment reporting, user access to IT
applications and the procedures around

local currency transactions.

Reports that were discussed on a regular

basis were the quarterly development and
financial report, the quarterly updates on
FMO'’s risk profile and the progress report

on audit, compliance & control.

SELECTION, APPOINTMENT &
REMUNERATION COMMITTEE

This committee handles proposals regarding
the appointment and reappointment

of Supervisory and Management Board
members, as well as monitoring the re-
muneration policy, proposing adjustments
and giving advice on the remuneration of

individual Management Board members.

After the retirement of Willy Angenent, the
Selection, Appointment & Remuneration
Committee comprised Dolf Collee (Chair-

man), Jean Frijns and Agnes Jongerius.

In 2011, this Committee met three times;

the CEO and Director of Human Resources
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joined these meetings. Among the key issues
discussed were succession planning and
management development. Furthermore,
much time was spent on regulation around
remuneration and bringing FMO practices
and procedures into line with these
regulations. The Committee takes the lead
in setting the targets for the Management
Board and in monitoring its progress. At
least once a year a formal evaluation of the
Management Board members is undertaken.
On an annual basis the committee discusses
with the Management Board the HR policy
for FMO, including staff mobility and career

patterns.
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Corporate Governance

At FMO we regard sound corporate gov-
ernance to be crucial. As a public-private
development bank, our own governance,
structure and reporting lines must be both

sound and transparent.

Corporate governance also as relates to our
mission to stimulate sustainable growth for
our clients in order to maximize develop-
ment impact. We therefore believe that we
should first set a high standard of corporate

governance ourselves.

CORPORATE GOVERNANCE CODES

FMO abides by two governance codes: the
Banking Code and the Dutch Corporate Gov-
ernance Code. The Banking Code was drawn
up in the wake of the financial crisis to help
the financial sector improve its performance
and thereby increase public trust in banks.
Its principles are based on the Dutch Corpo-

rate Governance Code.

The Banking Code works according to the
‘comply or explain’ principle. FMO believes
that complying with the Banking Code is not
just a case of ‘ticking off boxes’. Because we
invest in sustainable, entrepreneurial devel-
opment in high-risk economies, we regard
this code in the context of how it applies to
our specific organization. FMO has imple-
mented the Banking Code and has drawn
up an extensive document, in which FMO

explains per article how it complies.

The Dutch Corporate Governance Code
applies to listed companies having their
registered seat in the Netherlands. As a non-
listed bank FMO is not required to adhere to
the Code, but has chosen to do so. The Su-
pervisory Board and the Management Board

fully endorse the basic principle on which

the Code is based, namely that the company
is a long-term partnership of various stake-
holders, such as clients, shareholders and
other capital providers, employees as well as
the government and groups in civil society.
The relevant principles and best practice
provisions of the Dutch Corporate Govern-
ance Code (2009 version) have been imple-
mented, with the exception of the following
principles and best practice provisions:

e BPP I1.1.9 - I1.1.11: stipulations on the
response time of the Management Board
in case of shareholder activism and the
hostile takeover stipulations are not
implemented, given our stable majority
shareholder, the State of the Netherlands.
BPP I1.2.3: FMO complies with this article,

except for the fact that the share price is
not taken into account when determining
the remuneration of the Management
Board, since FMO is non-listed.

BPP I1.2.4-11.2.7 and 11.2.13 c. and d.:

These provisions relate to the granting of
options and shares that are awarded to
Management Board members. No options

and shares are granted at FMO.

BPP 111.8.1 - 111.8.4 do not apply, since

FMO does not have a one tier board.

BPP IV.1.1 does not apply, since this provi-
sion refers to a legal entity that does not
apply a so called “structuurregime”. FMO
is a so called “structuur” legal entity as
defined in paragraph 2.4.6 of the Dutch
Civil Code.

BPP IV.1.2 does not apply, since this provi-
sion refers to financing preferred shares,
which FMO does not use in its share
capital.

BPP IV.1.7: FMO does not comply with the

provision that the company determines a
registering date to exercise voting rights
and rights to attend the AGM. Since FMO
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has registered shares only and the iden-
tity of all shareholders is known, there is
no need for separate registration.

BPP IV.2.1. - IV.2.8 concern the issuing of
depositary receipts for shares. There is no
such requirement at FMO, apart from the
Articles of Association which lay down
that the company is not permitted to
cooperate in issuing depositary receipts
of shares.

BPP IV.3.1. - IV.3.4. These provisions relate
to analysts’ meetings and presentations
to institutional investors. These provisions
are of no practical significance for FMO,
mainly because FMO does not have listed
shares, and therefore do not apply.

BPP IV.3.8. The explanation of the agenda
of the AGM is not published on FMO's
website, since this document is sent to all
shareholders of FMO.

BPP IV.3.11. The management provides

a survey in the annual report of all the
anti-takeover measures to prevent control
from being relinquished. FMO does not
comply with this provision, which has to
do with the fact that FMO has a stable
majority shareholder, the State of the
Netherlands.

BPP IV.4.1. - IV.4.3. Institutional inves-
tors annually publish their policy with
respect to the exercise of voting rights

on shares in listed companies, report
annually on the implementation of the
aforementioned policy, and report at least
once a quarter on the voting behavior at
general meetings of shareholders. FMO
could be designated as an institutional
investor within the meaning of the code,
but these provisions may be assumed to
relate solely to Dutch listed companies
and as such do not have any practical

significance for FMO.
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* BPP V3.3. The provision only applies
when the company does not have an
internal auditor. FMO does have an

internal auditor.

Related links
[FMO & the Dutch Banking code]

ARTICLES OF ASSOCIATION

Since the aforementioned Corporate Gov-
ernance Code came into effect in 2009,
FMO'’s articles of association and bylaws

were last updated in that year.

Related links

[Articles of association]

GOVERNANCE STRUCTURE

FMO has a two-tier board structure consist-
ing of the Management Board and the
Supervisory Board, as defined by the Dutch
Civil Code.

Our corporate governance structure is based
on the premise that FMO is a long-term
partnership of stakeholders who, directly or
indirectly, influence or are influenced by the
achievement of our objectives. Stakeholders
include employees, shareholders and other
capital providers, clients and partners, the
Dutch government and local communities
in the countries where we work. Last year,
we finalized an extensive analysis of our

external stakeholders.

Our entire organization is expected to take
the interests of all stakeholders into account
at all times. In governance terms, this expec-
tation is expressed through the responsibili-
ties and accountabilities of the Management
and Supervisory Boards to our shareholders

and other stakeholders.

The roles of AGM, Supervisory Board and
Management Board did not change in 2011.

This also applies to the Audit & Risk and
Selection, Appointment & Remuneration
committees. Detailed information is avail-

able on our website.

Related links
[Corporate governance]:
corporate governance code, banking code
and articles and internal regulations
[AGM]:
role and minutes of the AGM
[Supervisory Board]:
role, biographies, committees, profiles, rules
and regulations
[Management Board]:
role, biographies, rules and regulations

[Stakeholders]
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Combined independent Auditor’s

and Assurance Report

We have been engaged by Nederlandse Financieringsmaatschappij voor Ontwikkelingslanden N.V. (hereinafter also referred to as FMO) to

conduct (1) an audit on the financial statements 2011 and (2) a limited assurance engagement of the Report of the Management Board

2011. The audit and the limited assurance engagement are conducted in accordance with the Dutch law, including the Dutch Auditing

Standards for the audit and ISAE 3000 for the limited assurance engagement.

REPORT ON THE FINANCIAL STATEMENTS

ASSURANCE REPORT ON THE
MANAGEMENT BOARD’S REPORT

We have audited the accompanying financial statements 2011 of
Nederlandse Financierings-Maatschappij voor Ontwikkelingslanden
N.V., The Hague on pages 71 to 138. The financial statements
include the consolidated financial statements and the company
financial statements. The consolidated financial statements
comprise the consolidated balance sheet as at December 31,

2011, the consolidated profit and loss account, the consolidated
statements of comprehensive income, changes in shareholders’
equity and cash flows for the year then ended, and notes,
comprising a summary of the significant accounting policies and
other explanatory information. The company financial statements
comprise the company balance sheet as at December 31, 2011, the
company profit and loss account for the year then ended and the
notes, comprising a summary of the accounting policies and other

explanatory information.

We have provided limited assurance on whether the Report of the
Management Board 2011 on pages 8 to 55 (further referred to as
The Report) is presented, in all material respects, in accordance
with the requirements of section 2:391 of the Netherlands Civil
Code.

In addition, we have checked whether FMO’s GRI Application Level,
as disclosed in the GRI Content Index on FMO's website, is consist-

ent with the GRI criteria for the disclosed Application Level.

MANAGEMENT’S RESPONSIBILITY

Management is responsible for the preparation and fair presenta-
tion of the financial statements in accordance with International
Financial Reporting Standards as adopted by the European Union
and with Part 9 of Book 2 of the Netherlands Civil Code, and for
the preparation of the Report of the Management Board in accord-
ance with Part 9 of Book 2 of the Netherlands Civil Code. Further-
more, management is responsible for such internal control as it
determines is necessary to enable the preparation of the financial
statements that are free from material misstatement, whether due
to fraud or error.
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Management is responsible for the preparation of The Report in
accordance with Part 9 of Book 2 of the Netherlands Civil Code. In
The Report FMO presents the state of affairs within the company
and the strategy and policy pursued following the requirements as
set out in section 2:391 of the Netherlands Civil Code.

In addition, management is responsible for determining FMO’s
GRI Application Level in accordance with the GRI Application Level
criteria.
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REPORT ON THE FINANCIAL STATEMENTS

ASSURANCE REPORT ON THE
MANAGEMENT BOARD’S REPORT

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these financial state-
ments based on our audit. We conducted our audit in accordance
with Dutch law, including the Dutch Standards on Auditing. This
requires that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether

the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the finan-
cial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the financial state-
ments in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opin-
ion on the effectiveness of the entity’s internal control. An audit
also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.
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Our responsibility is to provide limited assurance on whether the
information in The Report is, in all material respects, prepared in
accordance with section 2:391 of the Netherlands Civil Code. We
conducted our engagement in accordance with Standard 3000
Assurance Engagements Other Than Audits or Reviews of Historical
Financial Information as issued by the Royal NIVRA. We do not pro-
vide any assurance on the feasibility of the targets, expectations,
policy and ambitions of FMO. Procedures performed to obtain a
limited level of assurance are aimed at determining the plausibility
of information and are less extensive than those for a reasonable
level of assurance. The following procedures were performed:
* a review of the content of The Report in relation to the specific
requirements as set out in section 2:391 of the Netherlands Civil
Code;

a review of the underlying principles of information

management and reporting used in drawing up The Report;

interviews with relevant staff responsible for the information in
The Report;

a review of internal and external documentation such as minutes

of meetings, reports and intranet sources;

a review of the underlying systems and procedures used to
collect and process the reported

information, including the aggregation of data into the
information in The Report;

* a review of the reliability of the quantitative information in The
Report based on sampling.

GRI check

With respect to our work on the disclosed GRI Application Level,
our procedures were limited to checking whether the GRI Content
Index is consistent with the criteria for the disclosed Application
Level and that the relevant information is publicly reported.
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REPORT ON THE FINANCIAL STATEMENTS

ASSURANCE REPORT ON THE
MANAGEMENT BOARD’S REPORT

OPINIONS AND CONCLUSION

Opinion with respect to the consolidated financial statements

Conclusion with respect to The Report of the

In our opinion, the consolidated financial statements give a true

and fair view of the financial position of Nederlandse Financierings-

Maatschappij voor Ontwikkelingslanden N.V. as at December 31,
2011 and of its result and its cash flows for the year then ended
in accordance with International Financial Reporting Standards as
adopted by the European Union and with Part 9 of Book 2 of the
Netherlands Civil Code.

Opinion with respect to the company financial statements

In our opinion, the company financial statements give a true and
fair view of the financial position of Nederlandse Financierings-
Maatschappij voor Ontwikkelingslanden N.V. as at December 31,
2011 and of its result for the year then ended in accordance with
Part 9 of Book 2 of the Netherlands Civil Code.

Management Board

Based on the work described in the previous paragraph, noth-
ing has come to our attention that causes us to believe that the
information in The Report on pages 8 to 55 is not, in all material
respects, presented in accordance with the requirements included
in section 2:391 of the Netherlands Civil Code.

OTHER

Report on other legal and regulatory requirements

Pursuant to the legal requirements under Section 2:393 sub 5 at

e and f of the Netherlands Civil Code, we have no deficiencies

to report as a result of our examination whether the Report of

the Management Board, to the extent we can assess, has been
prepared in accordance with part 9 of Book 2 of this Code, and if
the information as required under Section 2:392 sub 1 at b - h has
been annexed. Further, we report that the Report of the Manage-
ment Board, to the extent we can assess, is consistent with the
financial statements as required by Section 2:391 sub 4 of the
Netherlands Civil Code.

Report on GRI application level

Based on the procedures performed we conclude that the GRI
Content Index on FMO'’s website is consistent with the GRI criteria
for the disclosed Application Level.

Amstelveen, March 8, 2012
KPMG ACCOUNTANTS N.V.

M. Frikkee RA
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Accounting policies

Corporate information

The 2011 financial statements of Nederlandse Financierings-Maatschappij voor Ontwikkelingslanden N.V. (hereafter referred to as ‘FMO’ or
the ‘company’) were prepared by the Management Board and signed by all members of the Management Board and the Supervisory Board
on March 8, 2012 and will be submitted for adoption in the General Meeting of Shareholders on May 9, 2012.

FMO was incorporated in 1970 as a public limited company and is located at Anna van Saksenlaan 71, The Hague, the Netherlands.
FMO finances activities in developing countries to stimulate private sector development. In addition, FMO provides services in relation to
government funds and programs.

FINANCING ACTIVITIES

FMO'’s main activity consists of providing loans, guarantees and equity capital to the private sector in developing countries. A minor part of
the investment financing is guaranteed by the Dutch State under the Faciliteit Opkomende Markten (FOM), in which FMO itself participates
as a 5% to 20% risk partner. Any losses claimed under the guarantee are reported under ‘other receivables’.

SERVICES IN RELATION TO GOVERNMENT FUNDS AND PROGRAMS

Apart from financing activities from its own resources, FMO provides loans, guarantees and equity finance from special government funds,
within the conditions and objectives of those facilities. The funds consist of subsidies provided under the General Administrative Law Act
regarding the Infrastructure Development Fund, MASSIF and Access to Energy Fund. FMO also executed the subsidy scheme Capacity
Development (hereafter referred to as CD) until December 31, 2011.

FMO incurs a risk in MASSIF as it has an equity share of 2.66% (2010: 2.66%). With respect to the remaining interest in MASSIF, and the full
risk in the remaining government funds, FMO has a contractual right and obligation to settle the results arising from the funds’ activities
with the State. The economic risks related to these funds are predominantly taken by the State, and FMO has limited control over policy
issues regarding these funds. FMO receives a remuneration for managing the funds. Therefore, with the exception of FMO'’s equity share in
MASSIF, the funds’ assets and the funds’ liabilities are not included in the annual accounts. The segment information paragraph provides
more detail on the loans and equity investments managed for the risk of the State.
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Significant accounting policies

BASIS OF PREPARATION
The consolidated annual accounts (the ‘annual accounts’) have been prepared in accordance with International Financial Reporting
Standards ('IFRS’) as endorsed by the European Union.

The consolidated annual accounts are prepared under the historical cost convention except for: equity investments valued at fair value,
investments in associates, interest-bearing securities, short-term deposits, applicable funding items and all derivative instruments that are
valued at fair value. For all financial instruments valued at fair value settlement date accounting is applied by FMO.

ADOPTION OF NEW AND REVISED STANDARDS

Improvements to IFRSs, issued May 2010

The International Accounting Standards Board (‘IASB’) and the International Financial Reporting Interpretations Committee (‘IFRIC’) issued
amendments to a number of IFRSs in May 2010, with an effective date in 2011. The following amendment has a material impact on FMO'’s
accounting policies.

IAS 1 Presentation of Financial Statements
For each component of equity, an entity is obliged to present, either in the statement of changes in equity or in the notes, an analysis of
other comprehensive income ('OCI’) by item. FMO has chosen to include a disaggregation of OCl in the statement of shareholders’ equity.

Amendments with no material impact
There were a number of amendments to the following IFRSs with an effective date in 2011, that did not have a material impact on the
accounting policies, financial position or performance of FMO:
* Improvements to IFRSs (issued May 2010):
> |FRS 1 First-time Adoption of International Financial Reporting Standards
> |FRS 3 Business Combinations
> |AS 34 Interim Financial Reporting
> IFRIC 13 Customer Loyalty Programmes
* IFRS 1 First-time Adoption of International Financial Reporting Standards (issued December 2010)
¢ IFRS 7 Financial Instruments: Disclosures (issued October 2010)
* IAS 24 Related parties (issued November 2009)

ESTIMATES AND ASSUMPTIONS

In preparing the annual accounts, in conformity with IFRS, management is required to make estimates and assumptions affecting reported
income, expenses, assets, liabilities and disclosure of contingent assets and liabilities. Use of available information and application of
judgment is inherent to the formation of estimates. Although these estimates are based on management’s best knowledge of current events
and actions, actual results could differ from such estimates and the differences may be material to the annual accounts. The most relevant
estimates and assumptions relate to the determination of the fair value of financial instruments based on generally accepted modeled
valuation techniques and the determination of the counterparty-specific and group-specific value adjustments. Estimates and assumptions
are also used for the pension liabilities, determination of tax, depreciation of tangible fixed assets and others.

GROUP ACCOUNTING AND CONSOLIDATION
The company accounts of FMO and the company accounts of the subsidiaries Nuevo Banco Comercial Holding B.V., FMO Antillen N.V. and
Blauser S.A. are consolidated in these annual accounts.

* The activities of Nuevo Banco Comercial Holding B.V. and FMO Antillen N.V. consist of providing equity capital to companies in developing
countries. Both are 100% owned by FMO.

* During 2011, FMO'’s stake in Blauser S.A. increased from 63.125% to 70.5%. FMO acquired Blauser S.A. in 2010 as a settlement in kind.
Blauser S.A. is an Ecuadorian fruit processor and exporter.

SEGMENT REPORTING

The operating segments are reported in a manner consistent with internal reporting to FMO's chief operating decision maker. The chief
operating decision maker who is responsible for allocating resources and assessing performance of the operating segments, has been
identified as the Management Board.
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FMO focuses on four business sectors:
1. Financial institutions
2. Energy (sutainable)
3. Housing
4. Agribusiness, food & water

The latter sector started in 2011. These business sectors are included in the segment reporting and further divided into Financial institutions,
Energy, Housing, Agribusiness, food & water, Diverse sectors and Treasury. The segment Financial institutions also includes investments

in private equity funds that provide financing to various sectors. The segment Diverse sectors operates in other sectors (e.g. telecom,
infrastructure and raw materials) by partnering with commercial banks and development finance institutions.

FISCAL UNITY
The company formed a fiscal unity for corporate income tax purposes with its fully-owned subsidiary Nuevo Banco Comercial Holding B.V.
as from January 1, 1999. As a consequence, FMO is severally liable for all income tax liabilities for Nuevo Banco Commercial Holding B.V.

FOREIGN CURRENCY TRANSLATION

FMO uses the euro as the unit for presenting its annual accounts. All amounts are denominated in thousands of euros unless stated
otherwise. In accordance with IAS 21, foreign currency transactions are translated to euro at the exchange rate prevailing on the date of the
transaction. At the balance sheet date, monetary assets and liabilities and non-monetary assets that are not valued at cost denominated in
foreign currencies are reported using the closing exchange rate.

Exchange differences arising on the settlement of transactions at rates different from those at the date of the transaction and unrealized
foreign exchange differences on unsettled foreign currency monetary assets and liabilities, are recognized in the profit and loss account
under ‘results from financial transactions’.

Unrealized exchange differences on non-monetary financial assets (investments in equity instruments) are a component of the change
in their entire fair value. For non-monetary financial assets, which are classified as available for sale, unrealized exchange differences are
recorded directly in shareholders’ equity until the asset is sold.

When preparing the annual accounts, assets and liabilities of foreign subsidiaries and FMO's share in associates are translated at the
exchange rates at the balance sheet date, while income and expense items are translated at weighted average rates for the period.
Differences resulting from the use of closing and weighted average exchange rates, and from revaluation of a foreign entity’s opening
net asset value at closing rate, are recognized directly in the translation reserve within shareholders’ equity. These translation differences
are maintained in the translation reserves until disposal of the subsidiary and/or associate.

OFFSETTING FINANCIAL INSTRUMENTS
Financial assets and liabilities are offset and the net amount is reported in the balance sheet when there is a legally enforceable right to
offset the recognized amounts and there is an intention to settle on a net basis, or realize the asset and settle the liability simultaneously.

DERIVATIVE INSTRUMENTS

Derivative financial instruments are initially recognized at fair value on the date FMO enters into a derivative contract and are subsequently
remeasured at its fair value. Changes in the fair value of these derivative instruments are recognized immediately in profit and loss. All
derivatives are carried as assets when fair value is positive and as liabilities when fair value is negative.

Part of the derivatives related to the asset portfolio concerns derivatives that are embedded in financial instruments. Such combinations
are known as hybrid instruments and arise predominantly from the issuance of mezzanine loans and equity investments. These derivatives
are treated as separate derivatives when their economic characteristics and risks are not closely related to those of the host contract.
These derivatives are measured at fair value with changes in fair value recognized in profit and loss.

HEDGE ACCOUNTING

FMO uses derivative instruments as part of its asset and liability management to manage exposures to interest rates and foreign currency.
FMO applies fair value hedge accounting when transactions meet the specified criteria. When a financial instrument is designated as a
hedge, FMO formally documents the relationship between the hedging instrument(s) and hedged item(s). Documentation includes its risk
management objectives and its strategy in undertaking the hedge transaction, together with the methods that will be used to assess the
effectiveness of the hedging relationship.

74



Annual Report 2011 | Consolidated Annual Accounts | Accounting Policies all amounts in €x1,000

A valid hedge relationship exists when a specific relationship can be identified between financial instruments in which the change in value of
one instrument, the 'hedge instrument’, is correlated highly negatively to the change in value of the other, the ‘hedged item'. To qualify for
hedge accounting, this correlation must be within 80% to 125%, with any ineffectiveness recognized in the profit and loss account.

FMO discontinues hedge accounting when it is determined that:
1. A derivative is not, or ceased to be, highly effective as a hedge;
2. The derivative has expired, or is sold, terminated or exercised; or
3. The hedged item has matured, is sold or is repaid.

FMO only applies fair value hedge accounting. Changes in the fair value of these derivatives are recorded in the profit and loss account.
Any changes in the fair value of the hedged asset or liability that are attributable to the hedged risk are also recorded in the profit and
loss account. If a hedge relationship is terminated for reasons other than the de-recognition of the hedged item, the difference between
the carrying value of the hedged item at that point and the value at which it would have been carried had the hedge never existed (the
‘'unamortized fair value adjustment’) is treated as follows:

¢ In case of interest-bearing instruments, that amount is amortized and included in net profit and loss over the remaining term of the

original hedge;
¢ In case of non-interest-bearing instruments, that amount is immediately recognized in profit and loss.

If the hedged instrument is de-recognized, e.g. sold or repaid, the unamortized fair value adjustment is recognized immediately in profit
and loss.

INTEREST INCOME

Interest income and expense are recognized in the profit and loss account for all interest-bearing instruments on an accrual basis using
the ‘effective interest’ method based on the initial fair value at inception. Interest income and expense also include amortized discounts,
premiums on financial instruments and interest related to derivatives.

When collection of loans becomes doubtful, value adjustments are recorded for the difference between the carrying values and recoverable
amounts. Interest income is thereafter recognized based on the original effective yield that was used to discount the future cash flows for
the purpose of measuring the recoverable amount.

FEE AND COMMISSION INCOME
FMO earns fees from a diverse range of services. The revenue recognition for financial service fees depends on the purpose for which the
fees are charged and the basis of accounting for the associated financial instrument. Fees that are part of a financial instrument carried at
fair value are recognized in the profit and loss account. Fee income that is part of a financial instrument carried at amortized costs can be
divided into three categories:
1. Fees that are an integral part of the effective interest rate of a financial instrument
These fees (such as front-end fees) are generally treated as an adjustment to the effective interest rate. When the facility is not used
and the commitment period expires, the fee is recognized at the moment of expiration. However, when the financial instrument is to
be measured at fair value subsequent to its initial recognition, the fees are recognized in revenue as part of the interest.
2. Fees earned when services are provided
Fees charged by FMO for servicing a loan (such as administration fees and agency fees) are recognized as revenue when the services are
provided. Portfolio and other management advisory and service fees are recognized in line with the periods and the agreed services of
the applicable service contracts.
3. Fees that are earned on the execution of a significant act
These fees (such as arrangement fees) are recognized as revenue when the significant act has been completed.

DIVIDEND INCOME
Dividends are recognized in dividend income when a dividend is declared. The dividend receivable is recorded at declaration date, taking
the uncertainties of collection into account.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of banks (assets and liabilities) and short-term deposits that mature in less than three months.
Short-term deposits are designated at fair value. Unrealized gains or losses of these short-term deposits (including foreign exchange results)
are reported in the results from financial transactions.
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LOANS TO THE PRIVATE SECTOR
Loans originated by FMO include:

1. Loans to the private sector in developing countries for the account and risk of FMO;

2. Loans provided by FMO and, to a certain level, guaranteed by the State.
Loans are recognized as assets when cash is advanced to borrowers. Loans are initially measured at cost, which is the fair value of the
consideration paid, net of transaction costs incurred. Subsequently, the loans are valued at amortized cost using the effective interest
rate method.

Interest on loans is included in interest income and is recognized on an accrual basis using the effective interest rate method. Fees
relating to loan origination and re-financing are deferred and amortized to interest income over the life of the loan using the effective
interest rate method.

VALUE ADJUSTMENTS ON LOANS
At each reporting date FMO assesses the necessity for value adjustments on loans. Value adjustments are recorded if there is objective
evidence that FMO will be unable to collect all amounts due according to the original contractual terms or the equivalent value. The value
adjustments are evaluated at a counterparty-specific and group-specific level based on the following principles:
1. Counterparty-specific:
Individual credit exposures are evaluated based on the borrower’s characteristics, overall financial condition, resources and payment
record, original contractual term, exit possibilities and, where applicable, the realizable value of the underlying collateral. The estimated
recoverable amount is the present value of expected future cash flows, which may result from restructuring or liquidation. Value
adjustments for credit losses are established for the difference between the carrying amount and the estimated recoverable amount.
2. Group-specific:
All loans that have no counterparty-specific value adjustment are divided in groups of financial assets with similar credit risk
characteristics and are collectively assessed for value adjustments. The credit exposures are evaluated based on local political and
economic developments, branch of industry (financial or non-financial institution), probabilities of default, country ratings, information
deprivation and recovery rates, and taking into consideration the nature of the exposures based on product/country combined risk
assessment.

A value adjustment is reported as a reduction of the asset’s carrying value on the balance sheet. All loans are reviewed and analyzed at least
annually. Any subsequent changes to the amounts and timing of the expected future cash flows compared to prior estimates will result in

a change in the value adjustments and will be charged or credited to the profit and loss account. A value adjustment is reversed only when
the credit quality has improved to the extent that reasonable assurance of timely collection of principal and interest is in accordance with
the original or revised contractual terms.

A write-off is made when all or part of a claim is deemed uncollectible or forgiven. Write-offs are charged against previously recorded value
adjustments. If no value adjustment is recorded, the write-off is included directly in the profit and loss account under the line item ‘value
adjustments’.

INTEREST-BEARING SECURITIES

Interest-bearing securities include bonds and loans and are classified as available for sale investments. The interest-bearing securities

are carried at fair value. The determination of fair values of interest-bearing securities is based on quoted market prices or dealer price
quotations from active markets. Unrealized revaluations due to movements in market prices and the accompanying foreign exchange
results are reported in shareholders’ equity, net of applicable income taxes. Value adjustments, foreign exchange results on the amortized
cost value and realized results on disposal or redemption are recognized in profit or loss. Interest accrued on interest-bearing securities is
included in interest income.

Unrealized losses included in the available for sale reserve are considered to be temporary as the investments are intended to be held for a
period of time sufficient to recover their cost.
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EQUITY INVESTMENTS
Equity investments in which FMO has no significant influence are classified as available for sale assets and are measured:
1. At fair value when a quoted market price in an active market is available or when fair value can be estimated reliably using a valuation
technique
Unrealized gains or losses are reported in the available for sale reserve net of applicable income taxes until such investments are sold,
collected or otherwise disposed of, or until such investment is determined to be impaired. Foreign exchange differences are reported as
part of the fair value change in shareholders’ equity. On disposal of the available for sale investment, the accumulated unrealized gain
or loss included in shareholders’ equity is transferred to profit and loss.
2. At cost or lower recoverable amount if the fair value cannot be estimated reliably
In line with AG80 and AG81 of IAS 39, the fair value of equity investments that do not have a quoted market price in an active market is
only reliably measurable if:
* The variability in the range of reasonable fair value estimates is not significant for that instrument; or
* The probabilities of the various estimates within the range can be reasonably assessed and used in estimating the fair value.

The nature of most of FMO's private equity investments in developing countries causes certain valuation difficulties and uncertainties.
Very often there is no liquid market for these investments and there have not been any recent transactions that provide reliable evidence
for its current fair value. In addition, discounted cash flow techniques yield a wide range of fair values due to the uncertainty regarding
future cash flows based on the high-risk nature of the industry. Therefore, discounted cash flow techniques do not provide a reliable
measure of fair value. As a result, the fair value of investments cannot always be measured reliably and these investments are recorded
at cost less impairment where required. For the equity investments valued at cost, no foreign exchange differences are recognized.

Impairments

All equity investments are reviewed and analyzed at least annually. An equity investment is considered impaired if its carrying value exceeds
the recoverable amount by an amount considered significant or for a period considered prolonged. If an equity investment is determined to
be impaired, the impairment is recognized in the profit and loss account as a value adjustment. The impairment loss includes any unrealized
loss previously recognized in shareholders’ equity. The impairment losses shall not be reversed through the profit and loss account except
upon realization. Accordingly, any subsequent unrealized gains for impaired equity investments are reported through shareholders’ equity
in the available for sale reserve.

INVESTMENTS IN ASSOCIATES
Equity investments in companies in which FMO has significant influence (‘associates’) are accounted for under the equity accounting
method. Significant influence is normally evidenced when FMO has from 20% to 50% of a company’s voting rights unless:
1. FMO is not involved in the company’s operational and/or strategic management by participation in its Management, Supervisory Board
or Investment Committee; and
2. There are no material transactions between FMO and the company; and
3. FMO makes no essential technical assistance available.

Investments in associates are initially recorded at cost and the carrying amount is increased or decreased after the date of acquisition to
recognize FMO'’s share of the investee’s results or other results directly recorded in the equity of associates.

FMO operates in developing countries that do not have particularly advanced accounting standards and practices comparable to those in
developed countries. Financial reporting may not always be comparable to the quality under IFRS standards and may not be available in a
timely manner. Inherent to this situation, FMO only accounts the associates according to the equity method if underlying financial data is
recent, audited and prepared under internationally accepted accounting standards.

If these criteria are not met, FMO records the associates at cost less impairment. In line with the accounting principles for equity

investments, the impairment losses are included in profit and loss and cannot be reversed through the profit and loss accounts,
except upon realization.
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TANGIBLE FIXED ASSETS

ICT equipment

Expenditures directly associated with identifiable and unique software products controlled by FMO and likely to generate economic benefits
exceeding costs beyond one year, are recognized as tangible fixed assets. These assets include staff costs incurred to make these software
products operable in the way management intended for these software products. Costs associated with maintaining software programs are
recognized in the profit and loss account as incurred. Expenditure that enhances or extends the performance of software programs beyond
their original specifications is recognized as a capital improvement and added to the original cost of the software.

Furniture and leasehold improvements
Furniture and leasehold improvements are stated at historical cost less accumulated depreciation.

Depreciation
Depreciation is calculated using the straight-line method to write down the cost of such assets to their residual values over their estimated
useful lives as follows:

* ICT equipment Five years

* Furniture Five years

* Leasehold improvements Eight years

* Buildings Twenty years

Tangible fixed assets are reviewed for impairment whenever triggering events indicate that the carrying amount may not be recoverable.
Where the carrying amount of an asset is greater than its estimated recoverable amount, it is written down immediately to its recoverable
amount. Gains and losses on disposal of property and equipment are determined by reference to their carrying amount and are reported in
operating profit. Repairs and renewals are charged to the profit and loss account when the expenditure is incurred.

DEBT ISSUED
Debt issued consists of:
1. Debt securities:
Non-subordinated debt, which has not been identified as debentures and notes. In this category the following distinction is made:
¢ Debt securities qualifying for hedge accounting (valued at amortized cost and adjusted for the fair value of the hedged risk);
¢ Debt securities not qualifying for hedge accounting (valued at amortized cost).
2. Debentures and notes:
Medium-term notes under FMO’s GMTN program and public issues in the Swiss franc (CHF) market, Japanese yen (JPY) Samurai market,
Australian dollar (AUD) market and Canadian dollar (CAD) market. Debentures and notes can be divided into:
* Notes (‘structured funding’) qualifying for the fair value option under IAS 39 (valued at fair value);
* Notes qualifying for hedge accounting (valued at amortized cost and adjusted for the fair value of the hedged risk);
* Notes that do not qualify for hedge accounting (valued at amortized cost).

Debt issued valued at amortized cost

Debt issued is initially measured at cost, which is the fair value of the consideration received, net of transaction costs incurred. Subsequent
measurement is amortized cost, using the effective interest rate method to amortize the cost at inception to the redemption value over the
life of the debt.

Debt issued eligible for hedge accounting

When hedge accounting is applied to debt instruments, the carrying value of debt issued is adjusted for changes in fair value related to the
hedged risk. The fair value changes are recorded in the profit and loss account. Further reference is made to ‘derivative instruments’ and
'hedge accounting’.

Debt issued eligible for fair value option

It is FMO's policy to hedge currency and interest rate risks with regard to debentures and notes under the GMTN program. Certain
transactions do not meet the specified criteria for hedge accounting. For these debentures and notes under the GMTN program the fair
value option is applied to reduce a measurement inconsistency (‘accounting mismatch’). As FMO's credit rating remained the same during
the reporting period, all fair value changes during the reporting period are due to market changes. Combined debt instruments are also
eligible for the fair value option. Both derivative and structured funding are valued at fair value.
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PROVISIONS

Provisions are recognized when:
1. FMO has a present legal or constructive obligation as a result of past events; and
2. It is probable that an outflow of resources embodying economic benefits will be required to settle the obligation; and
3. A reliable estimate of the amount of the obligation can be made.

A provision is made for the liability for retirement benefits and severance arrangements. Further reference is made to ‘retirement benefits’.

LEASES

FMO has operational leases. The total payments due under operating leases are charged to the profit and loss account on a straight-line
basis over the period of the lease. When an operating lease is terminated before the lease period has expired, any payment required to be
made to the lessor by way of penalty is recognized as an expense in the period in which termination takes place.

GUARANTEES
Financial guarantee contracts are initially measured at fair value and subsequently measured at the higher of:
* The amount of the obligation under the contract, as determined in accordance with IAS 37 Provisions, Contingent Liabilities and
Contingent Assets; and
* The amount initially recognized less, where appropriate, cumulative amortization recognized in accordance with the revenue recognition
policies as set out in ‘interest income’ and ‘fee and commission income’. These fees are recognized as revenue on an accrual basis over
the period commitment.

Provisions and obligations resulting from guarantees are included in ‘other liabilities’.

RETIREMENT BENEFITS

FMO provides all employees with retirement benefits that are categorized as a defined benefit. A defined benefit plan is a pension plan
defining the amount of pension benefit to be provided, as a function of one or more factors such as age, years of service or compensation.
Employees are entitled to retirement benefits based on the average salary, on attainment of the retirement age of 65. This is except for
employees born before January 1, 1950, who are entitled to (early) retirement benefits based on final pay.

This scheme is funded through payments to an insurance company determined by periodic actuarial calculations. The principal actuarial
assumptions are set out in note 19. FMO recognizes a portion of its actuarial gains and losses as income or expense if the net cumulative
unrecognized actuarial gains and losses at the end of the previous reporting period exceeded the greater of (‘corridor approach’):

* 10% of present value of the defined benefit obligation at that date; and

* 10% of the fair value of any plan assets at that date.

The liability in respect of defined benefit pension plans is the present value of the defined benefit obligation at the balance sheet date minus
the fair value of plan assets, together with adjustments for unrecognized actuarial gains/losses and past service costs. Independent actuaries
perform an annual calculation of the defined benefit obligation using the projected unit credit method. The present value of the defined
benefit obligation is determined by the estimated future cash outflows using, in accordance with IAS 19, interest rates of high-quality
corporate bonds, which have terms to maturity approximating the terms of the related liability. FMO has a contract with a well established
insurer, in which all nominal pension obligations are guaranteed and the downside risk of pension assets is mitigated.

When the fair value of the plan’s assets exceeds the present value of the defined benefit obligations, a gain (asset) is recognized if this
difference can be fully recovered through refunds or reductions in future contributions. No gain or loss is recognized solely as a result of

an actuarial gain or loss, or past service cost, in the current period.

The net periodic pension cost is included in staff costs. Actuarial gains and losses arising from experience adjustments, changes in actuarial
assumptions and amendments to pension plans are charged or credited to income over employees’ service lives.
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TAXATION

Income tax on profits is recognized as an expense based on the applicable tax laws in each jurisdiction in the period in which profits arise.
The tax effects of income tax losses, available for carry-forward, are recognized as a deferred tax asset if it is probable that future taxable
profit will be available against which those losses can be utilized. Deferred tax liabilities are recognized for temporary differences between
the carrying amounts of assets and liabilities in the balance sheet and their amounts as measured for tax purposes, which will result in
taxable amounts in future periods using the liability method. Deferred tax assets are recognized for temporary differences, resulting in
deductible amounts in future periods, but only when it is probable that sufficient taxable profits will be available against which these
differences can be utilized. The main temporary differences arise from the fair value movements on interest-bearing securities and the
post-retirement benefits provision.

Deferred tax assets and liabilities are measured at the tax rates expected to apply in the period in which the asset will be realized or the
liability will be settled. Current and deferred taxes are recognized as income tax benefit or expense except for unrealized gains or losses
on available for sale investments, which are recorded net of taxes directly in shareholders’ equity.

SHAREHOLDERS' EQUITY

Contractual reserve

The contractual reserve consists of the cumulative part of the annual net results that FMO is obliged to reserve under the Agreement
State-FMO of November 16, 1998. This reserve is not freely distributable.

Development fund
This special purpose reserve contains the allocations of risk capital provided by the State to finance the portfolio of loans and equity
investments.

Available for sale reserve (AFS reserve)
The available for sale reserve includes net revaluations of financial instruments classified as available for sale that have not been reported
through the profit and loss account.

Translation reserve
The assets, liabilities, income and expenses of foreign subsidiaries and associates are translated using the closing and weighted average
exchange rates. Differences resulting from the translation are recognized in the translation reserve.

Other reserves
The other reserves include the cumulative distributable net profits. Dividends are deducted from other reserves in the period in which they
are declared.

Undistributed profit
The undistributed profit consists of the part of the annual result that FMO is not obliged to reserve under the Agreement State-FMO of

November 16, 1998.

Non-controlling interests
The non-controlling interest relates to the investment in Blauser S.A. held by other investors.
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Consolidated balance sheet at December 31

all amounts in €x1,000

(before profit appropriation) Notes Page number 2011 2010
ASSETS

Banks (1) 111 42,114 18,698
Short-term deposits (2) 11 498,787 333,175
Derivative financial instruments (3) 111 334,062 316,979
Loans to the private sector (4), (8) 113, 115 2,522,112 2,212,713
Loans guaranteed by the State (5), (8) 113, 115 62,550 56,292
Equity investments (6) 114 753,366 637,802
Investments in associates (7) 115 42,073 50,385
Interest-bearing securities (9) 116 671,578 563,710
Tangible fixed assets (10) 117 9,383 8,492
Deferred income tax assets (30) 126 3,682 4,197
Current income tax receivables (30) 126 4,560 8
Other receivables (11) 117 32,896 31,461
Accrued income (12) 117 82,116 71,150
Total assets 5,059,279 4,305,062
LIABILITIES

Short-term credits (13) 118 557,660 278,590
Derivative financial instruments (3) 111 66,038 44,431
Debt securities (14) 118 22,429 51,667
Debentures and notes (15) 118 2,656,111 2,313,600
Other liabilities (16) 119 14,188 28,638
Current accounts with State funds and other programs (17) 119 624 1,248
Wage tax liabilities 1,846 1,795
Deferred income tax liabilities (30) 126 4,501 3,256
Accrued liabilities (18) 119 55,099 50,958
Provisions (19) 119 16,193 17,087
Total liabilities 3,394,689 2,791,270
SHAREHOLDERS' EQUITY

Share capital 9,076 9,076
Share premium reserve 29,272 29,272
Contractual reserve 753,989 665,173
Development fund 657,981 657,981
Available for sale reserve 176,201 118,097
Translation reserve 3,504 2,295
Other reserves 29,860 25,515
Undistributed profit 4,286 6,209
Shareholders’ equity (parent) 1,664,169 1,513,618
Non-controlling interests 421 174
Total shareholders’ equity (20) 122 1,664,590 1,513,792
Total liabilities and shareholders’ equity 5,059,279 4,305,062
Contingent liabilities (31) 128 115,301 114,826
Irrevocable facilities (31) 128 1,188,756 1,136,918
Loans and equity investments managed for the risk of the State " 546,436 505,011

1) See segment reporting paragraph.
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Consolidated profit and loss account

all amounts in €x1,000

Notes Page number 2011 2010
INCOME
Interest income 194,701 180,698
Interest expense -47,733 -47,598
Net interest income 21) 124 146,968 133,100
Fee and commission income 6,648 6,704
Fee and commission expense -165 -119
Net fee and commission income (22) 124 6,483 6,585
Dividend income 13,643 15,166
Results from equity investments (23) 124 32,128 36,340
Results from financial transactions (24) 125 13,282 6,007
Remuneration for services rendered (25) 125 18,435 19,256
Other operating income (26) 125 6,973 8,722
Total other income 84,461 85,491
Total income 237,912 225,176
OPERATING EXPENSES
Staff costs (27) 126 -39,074 -37,243
Other administrative expenses (28) 126 -10,393 -9,681
Depreciation and impairment (10) 117 -1,891 -2,795
Other operating expenses (29) 126 -140 -70
Total operating expenses -51,498 -49,789
Operating profit before value adjustments 186,414 175,387
VALUE ADJUSTMENTS ON
Loans (8) 115 -36,901 -8,709
Equity investments and associates (6), (7) 114, 115 -36,298 -10,967
Guarantees issued (8) 115 13,791 -9,784
Total value adjustments -59,408 -29,460
Share in the result of associates (7) 115 -9,253 4,291
Share in the result of subsidiaries - 1,153
Total share in the result of associates & subsidiaries -9,253 5,444
Profit before taxation 117,753 151,371
Income tax (30) 126 -24,362 -25,150
Net profit 93,391 126,221
NET PROFIT ATTRIBUTABLE TO
Owners of the parent company 93,102 126,055
Non-controlling interests 289 166

93,391 126,221
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Consolidated statement of comprehensive income

all amounts in €x1,000

(before profit appropriation) Notes Page number 2011 2010
Net profit 93,391 126,221
OTHER COMPREHENSIVE INCOME

Exchange differences on translating associates and subsidiaries 1,209 1,743
Available for sale financial assets 59,349 65,202
Income tax relating to components of other comprehensive income -1,245 -793
Total other comprehensive income, net of tax (34) 131 59,313 66,152
Total comprehensive income 152,704 192,373
TOTAL COMPREHENSIVE INCOME ATTRIBUTABLE TO

Owners of the parent company 152,415 192,207
Non-controlling interests 289 166
Total comprehensive income 152,704 192,373
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Consolidated statement of changes in shareholders’ equity

all amounts in €x1,000

Share Contrac- Develop- Available Trans- Undist- Non-con-
Share premium tual ment for sale lation Other ributed trolling

capital reserve reserve fund reserve reserve reserves profit interests Total
Balance at
December 31, 2009 9,076 29,272 545,327 657,981 53,688 552 23,991 3,047 4,282 1,327,216
Exchange differences on
translating associates
and subsidiaries - - - - - 1,743 - - - 1,743
Available for sale
financial assets - - - - 65,202 - - - - 65,202
Income tax relating to
components of other
comprehensive income - - - - -793 - - - - -793
Total comprehensive
income for the year - - - - 64,409 1,743 - - - 66,152
Changes in ownership
subsidiary BanyanTree
Capital Growth LLC - - - - - - - - -4,282 -4,282
Changes in ownership
subsidiary Blauser S.A. - - - - - - - - 8 8
Undistributed profit 2009 - - - - - - 1,524 -1,524 - -
Net profit - - 119,846" - - - - 6,209 166 126,221
Dividend declared - - - - - - - -1,523 - -1,523
Balance at
December 31, 2010 9,076 29,272 665,173 657,981 118,097 2,295 25,515 6,209 174 1,513,792
Exchange differences on
translating associates
and subsidiaries - - - - - 1,209 - - - 1,209
Available for sale
financial assets - - - - 59,349 - - - - 59,349
Income tax relating to
components of other
comprehensive income - - - - -1,245 - - - - -1,245
Total comprehensive
income for the year - - - - 58,104 1,209 - - - 59,313
Changes in subsidiary
Blauser S.A. - - - - - - - - -42 -42
Undistributed profit 2010 - - - - - - 4,345 -4,345 - -
Net profit - - 88,816" - - - - 4,286 289 93,391
Dividend declared - - - - - - -1,864 - -1,864
Balance at
December 31, 2011 9,076 29,272 753,989 657,981 176,201 3,504 29,860 4,286 421 1,664,590

1) Under the Agreement State-FMO of November 16, 1998, it is required to add this part of the net profit to the contractual reserve. Therefore this profit is not distributable.
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Consolidated statement of cash flows

all amounts in €x1,000

Notes Page number 2011 2010
Net profit 93,391 126,221
Adjusted for non-cash items:
* Result of associates and subsidiaries 9,253 -4,320
* Unrealised gains (losses) 19,710 13,493
* Value adjustments 60,369 29,460
* Depreciation and impairment of tangible fixed assets 1,891 2,795
* Income tax expense 24,362 25,150
Changes in:
* Income tax paid -28,399 -2,525
* Net movement (disbursements and repayments) in loans
(including guaranteed by the State) -328,298 -214,082
* Purchase of and proceeds from equity investments
and associates -92,719 -89,797
* Movement other assets and liabilities " 73,090 -38,253
* Movement in short-term credits " 279,807 130,660
Net cash flow from operational activities (35) 132 112,457 -21,198
INVESTMENT ACTIVITIES
Purchase of interest-bearing securities -130,845 -152,424
Redemption/sale of interest-bearing securities 26,129 220,346
(Dis)investments in tangible fixed assets -2,782 -1,304
Net cash flow from investing activities (36) 132 -107,498 66,618
FINANCING ACTIVITIES
Proceeds from issuance of debt securities, debentures and notes 461,237 436,798
Redemption of debt securities. debentures and notes -275,304 -487,763
Dividend paid -1,864 -1,524
Net cash flow from financing activities (37) 132 184,069 -52,489
Net cash flow 189,028 -7,069
CASH AND CASH EQUIVALENTS
Banks and short-term deposits at January 1 351,873 358,942
Banks and short-term deposits at December 31 540,901 351,873
Total cash flow 189,028 -7,069

1) Movement is excluding foreign exchange results. Foreign exchange results are included in unrealized gains (losses).
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Financial risk management

Introduction

It is FMO'’s mission to take risks that commercial parties are not usually prepared to take. A glance at FMO'’s portfolio reveals the institution’s
development mission: investing in a diversified portfolio in emerging markets. The main financial risks FMO is exposed to are credit risk,
currency risk, equity risk and liquidity risk. Reference is made to the annual report for information on operational risk and reputational risk.

The financial risk chapter is structured as follows: first the developments in 2011 will be elaborated, then a brief overview of FMO'’s risk
management organization will be given, followed by specialized paragraphs on credit risk, equity risk, currency risk, interest rate risk,
liquidity risk and FMO's capital management framework.

Developments in 2011

FMO continuously improves its business management by ensuring efficient use of capital.

To this end, a new framework especially for internal capital management purposes was introduced in 2011. The BIS Il compliant character of
the new model (the Internal Ratings-Based (IRB) approach), makes FMO's approach better aligned with the supervisors’ view and considered
best practice amongst financial institutions when measuring credit risk. It also better reflects the risk of FMO’s wide product range and its
risk participations.

Part of the new framework was the introduction of a new rating methodology for assessing the credit risk in FMO’s loan portfolio. All existing
clients were re-rated during 2011 according to the new refined rating methodology. Compared to the old methodology the main differences
are the introduction of more qualitative factors, a more objective measurement of quantitative factors and the introduction of more rating
classes. The whole exercise of changing the methodology has been validated and supported by one of the leading rating agencies.

The updated rating methodology offers more transparent and comparable data which can be used as input for the Global Emerging
Markets (GEM) datapool. This joint initiative of IFC and EIB aims at providing access to valuable emerging market credit information on
an aggregated level. The results give a better representation of the entire market than any of the initiative’s individual institutions could
on their own.

The new framework has been implemented as per January 1, 2012. An economic capital calculation is provided in the capital management
section of this risk paragraph. In order to illustrate the impact of the change in rating methodology, all relevant credit risk data have been
presented for both methodologies as per December 31, 2011.

Organization of risk management

To be able to carry out its mission, it is essential for FMO to have an adequate risk management system in place to identify, measure,
monitor and mitigate its financial risks. FMO's key risk management bodies and committees reflect the specific nature of the various
risks in order to ensure that these are managed within limits set in a transparent and timely manner.

The emphasis of risk management is to focus on improving the understanding of the financial risks and the risk-return relationship, and
developing and supporting new financial services in emerging markets. Risk management is responsible for managing portfolio risks of
the emerging market portfolio, treasury, and all related market risks.

The Investment Committee, comprising of representatives of several departments, reviews financing proposals in emerging markets.
Each financing proposal is assessed in terms of specific counterparty as well as country risk. All financing proposals are accompanied
by the advice of the investment mission review department.

In addition, financial exposures in emerging markets are subject to a periodic review, at least annually. Relevant exposures are reviewed by
the investment review committee. Its members consist of representatives of several departments. The large and higher risk exposures are
accompanied by the advice of the investment mission review department. If the investment review committee suspects that a client has
difficulty in meeting its payment obligations, the client is transferred to the special operations department where it is intensively monitored.

The Asset and Liability Committee (ALCO) is responsible for setting risk management policies, which are to be endorsed by the Management
Board. The ALCO approves the Treasury and Risk policies, the limit framework, the Economic Capital model and discusses capital and liquidity

adequacy planning. The ALCO is chaired by the CEO and complies with the recommendations of the Banking Code (see the annual report for
more information on the Banking Code).
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all amounts in €x1,000

Each year FMO'’s risk appetite is reviewed. Based on the advice of the Audit and Risk Committee, the Supervisory Board approves the risk

appetite. Risk appetite is the amount of risk an entity is willing to accept in pursuit of value. Risk appetite can be defined as: “the types and

degree of risk an institution is willing to accept for its shareholders in its strategic, tactical and transactional business actions”.

The only risk FMO actively pursues relates to the credit/equity portfolio, consisting of loans/equity to private institutions in developing

countries. Other risks are mitigated as much as possible. FMO does not have trading positions. All risk management policies are derived

from the risk appetite.

Credit risk

Credit risk is defined as the risk that the bank will suffer economic loss because a counterparty cannot fulfill its financial or other contractual

obligations arising from a financial contract. Credit risk is the main risk within FMO and occurs in two areas of its operations: (i) credit risk in

investments in emerging markets and off-balance instruments such as loan commitments and guarantees; and (ii) credit risk in the treasury

portfolio, mainly consisting of high-rated and liquid bonds in developed countries and derivative instruments.

The policies employed to control credit risk of investments include organizational and administrative procedures, investment criteria, and

limits per country, sector and client. Similarly, credit policies and guidelines have been formulated covering treasury operations; these are

reviewed regularly and approved by the ALCO.

The following table shows the maximum exposure to credit risk for FMO. The maximum exposure of balance sheet items, including

derivatives, is shown gross, before provisioning and the effect of mitigation through the use of master netting and collateral agreements.

Only derivative financial instruments with positive market values are presented. The maximum exposure to credit risk increased during the

year from €5,964 million at 31 December 2010 to €6,808 million at 31 December 2011.

Maximum exposure to credit risk, including derivatives

2011 2010
ON-BALANCE
Banks 42,114 18,698
Short-term deposits 198,790 333,175
Short-term deposits — Dutch Central Bank 299,997 -
Derivative financial instruments 334,062 316,979
Loans to the private sector 2,870,781 2,540,913
Loans guaranteed by the State 70,082 63,402
Equity investments 837,318 690,156
Investments in associates 42,073 50,385
Interest-bearing securities 671,578 563,710
Deferred income tax assets 3,682 4,197
Current income tax receivables 4,560 8
Other receivables 32,896 31,461
Accrued income 82,116 71,150
Total on-balance 5,490,049 4,684,234
OFF-BALANCE
Credit risk exposures relating to off-balance sheet items are as follows:
* Contingent liabilities 129,489 143,202
* Irrevocable facilities 1,188,756 1,136,918
Total off-balance 1,318,245 1,280,120
Total credit risk exposure 6,808,294 5,964,354
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CREDIT RISK IN THE EMERGING MARKETS LOAN PORTFOLIO
FMO'’s loan portfolio is exposed to emerging market countries. Concentration risks on individual counterparties, sectors or countries are
mitigated due to stringent single client, sector and country limits. Limits are approved by the ALCO.

Gross exposure of loans distributed by region and sector

Financial Agribusiness Diverse
At December 31, 2011 institutions Energy Housing food & water Sectors Total
Africa 294,468 114,816 71,531 5,813 160,136 646,764
Asia 235,300 121,184 84,393 52,036 329,511 822,424
Europe & Central Asia 450,937 7,555 42,785 60,243 46,915 608,435
Latin America & the Caribbean 302,746 152,745 49,730 132,026 118,618 755,865
Non-region specific 18,583 - - - 18,710 37,293
Total 1,302,034 396,300 248,439 250,118 673,890 2,870,781

Financial Agribusiness Diverse
At December 31, 2010 institutions Energy Housing food & water Sectors Total
Africa 240,888 92,237 34,591 6,310 144,863 518,889
Asia 205,707 119,418 68,903 42,618 272,304 708,950
Europe & Central Asia 372,482 3,738 56,720 46,162 51,929 531,031
Latin America & the Caribbean 228,548 112,985 70,685 130,028 224,849 767,095
Non-region specific 14,948 - - - - 14,948
Total 1,062,573 328,378 230,899 225,118 693,945 2,540,913

INTERNAL CREDIT APPROVAL PROCESS

Credit risk from loans in emerging market countries arises due to a combination of counterparty risk and product specific risks. Both types of
risk are assessed during the credit approval and credit review process and administrated via internal scorecards. The lending process is based
on formalized and strict procedures. Decisions on authorizations depend on both the size of the facility and the risk profile of the financing
instrument. For troubled investments, the department of special operations applies a sophisticated workout and restructuring approach.

In measuring the credit risk of the emerging market activities at the counterparty level, the main parameters are the credit quality of
counterparties and the expected recovery ratio in case of defaults. Counterparty credit quality is measured by scoring counterparties

on various dimensions of financial strength. Based on these scores, FMO assigns ratings to each counterparty on an internal scale from
1 (lowest risk) to 7 (highest risk), approximately equivalent to BBB to CCC-ratings. Likewise, the recovery ratio is estimated by scoring on
various dimensions of the product-specific risk.

Maximum exposure to credit risk of the gross loan portfolio increased to €2,871 million in 2011 (2010: €2,541 million). The largest sector
within the loan portfolio is the sector Financial institutions. When the overall risk rating of the portfolio is considered, the average rating
improved and the quality of the portfolio improved. Details can be found in the following tables.

Apart from its on-balance finance activities, FMO is also exposed to off-balance credit-related commitments. Guarantees, which represent
contingent liabilities to make payments in the event that a customer cannot meet its obligations to third parties, carry the same credit

risks as loans. The majority of the guarantees are quoted in US dollars or euros. Guarantees on export facilities are collateralized by the
underlying letters of credit, and therefore carry less credit risk than a direct uncollateralized borrowing. The total outstanding guarantees
add up to an amount of €129,489 (2010: €143,202). FMO has received guarantees for an amount of €97,407 (2010: €59,964). The increase
in the received guarantees is related to FMO's objective of catalyzing funds. Provisions, amortized costs and obligations for guarantees add
up to €14,188 (2010: €28,376).

Irrevocable facilities represent commitments to extend finance to clients. The irrevocable facilities increased to €1,189 million (2010: €1,137
million) corresponding to 35% (2010: 37%) of the net exposure in emerging markets (including loans, equity investments and contingent
liabilities). Irrevocable facilities are usually not immediately and fully drawn by our clients, especially in the case of commitments to equity
funds, which have a contractual investment period of several years.
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Gross exposure distributed by internal ratings

Description of rating FMO counterparty rating 2011 2010
Good financial sustainability 1,2 1,051,949 813,569
Satisfactory financial sustainability 3,4 1,142,364 938,803
Moderate financial sustainability 5,6 504,931 658,714
Poor financial sustainability 7 171,537 129,827
Total 2,870,781 2,540,913

As of January 1, 2012, a new internal rating methodology has been implemented. This methodology is validated by one of the leading
rating agencies and uses new scorecards that are in line with Basel Il regulations. Compared to the old scorecards, the outcomes of the
new methodology are more in line with expert opinions. The rating scale used is similar to the rating scale of rating agencies. This makes
the outcome more transparent and comparable.

The new internal rating methodology enables FMO to participate in the Global Emerging Markets (GEM) datapool, making it possible to
exchange valuable data with other development finance intitutions around the world.

One of the main differences compared to the current rating methodology is the introduction of more qualitative factors. In the new rating
process, 15 to 25 factors are scored instead of approximately 10. Next to this, a more objective measurement of quantitative factors is
introduced. In order to do so more focus is put on financial ratios. The outcome of the new risk rating process has a more detailed rating
on a scale from F1 to F21, compared to the 7 rating classes in the previous model.

Gross exposure distributed by new internal ratings

Indicative counterparty credit rating 2011
BBB- and higher 187,582
BB-, BB, BB+ 1,446,471
B-, B, B+ 927,192
CCC+ and lower ratings 309,536
Total 2,870,781

COLLATERAL, LOANS PAST DUE AND VALUE ADJUSTMENTS

In 2011, collateral was acquired on 37% (2010: 41%) of the gross amount of loans. Collateral mainly consists of real estate, business assets
or financial instruments. The collateral obtained is used to support FMO’s position in renegotiation of loan terms. Due to the nature of the
markets in which FMO operates, it has been proven difficult to assign reliable fair values to the collateral used to mitigate credit risk due to
the limited liquidity and enforceability.

At the end of 2011, the counterparty-specific value adjustments as a percentage of the gross loan portfolio equaled 3.5% (2010: 4.4%).
The group-specific value adjustments equaled 7.5% (2010: 7.2%), resulting in total value adjustments of 11.0% (2010: 11.6%) of the
gross loan portfolio. Our Non-Performing Loan (NPL) ratio increased from 2.3% to 3.4%. Of the non-performing loans as per December
31, 2011, an amount of €13,432 is guaranteed by a third party. When the guaranteed amount is included the NPL ratio will decrease to
2.9%. In general, the non-performing loans represent a fair cross-section of our portfolio and no correlation with respect to specific sector
or geographic region has been identified. Although the NPL ratio increased during 2011 from 2.3% to 3.4%, the total value adjustments
decreased from 11.7% to 11.0%. This reflects the high and stable quality of our portfolio.

In 2011, our (partial) write-offs were limited to three loans, corresponding to 0.6% of our portfolio. Looking at our overall portfolio and
the limited number of non-performing loans, we see no trend that would indicate a material deterioration of asset quality.
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Loans past due and value adjustments 2011

all amounts in €x1,000

Loans Counterparty

not value Loans value Gross specific value
adjusted adjusted exposure adjustment Total
Loans not past due 2,695,653 60,632 2,756,285 -34,245 2,722,040

Loans past due:

* Past due up to 30 days - - - - -
* Past due 30-60 days - - - - -
* Past due 60-90 days 1,564 15,582 17,146 -11,686 5,460
* Past due more than 90 days - 97,350 97,350 -54,529 42,821
Sub total 2,697,217 173,564 2,870,781 -100,460 2,770,321
Less: amortizable fees -28,997 -3,655 -32,652 - -32,652
Less: group-specific value adjustments -215,557 - -215,557 - -215,557
Carrying value 2,452,663 169,909 2,622,572 -100,460 2,522,112

Loans past due between 60 and 90 days consists of one loan that has not been provisioned, as it is expected that the company will receive

the contractual cash flows from the client.

Loans past due and value adjustments 2010

Loans Counterparty

not value Loans value Gross specific value
adjusted adjusted exposure adjustment Total
Loans not past due 2,280,234 119,716 2,399,950 -59,845 2,340,105

Loans past due:

* Past due up to 30 days 55,515 11,215 66,730 -2,804 63,926
* Past due 30-60 days - - - - -
* Past due 60-90 days - 15,662 15,662 -7,031 8,631
* Past due more than 90 days - 58,571 58,571 -45,078 13,493
Sub total 2,335,749 205,164 2,540,913 -114,758 2,426,155
Less: amortizable fees -30,840 -916 -31,756 - -31,756
Less: group-specific value adjustments -181,686 - -181,686 - -181,686
Carrying value 2,123,223 204,248 2,327,471 -114,758 2,212,713

20



Annual Report 2011 | Consolidated Annual Accounts | Financial Risk Management
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Counterparty-specific value adjustments distributed by regions and sectors (% based on the gross exposure of loans)

Agribusiness

At December 31, Financial food & Diverse

2011 institutions % Energy % Housing % water % sectors % Total %

Africa 11,686 656 1 - 0 2,375 41 5,618 4 20,335 3

Asia - 977 1 10,141 12 2,698 13,953 4 27,769 3

Europe & Central Asia 16,289 - 0 - 0 - 0 17,500 37 33,789 6

Latin America &

the Caribbean 5,047 3,855 6,003 12 3,662 - 18,567

Non-region specific - - 0 - - - -

Total 33,022 5,488 1 16,144 6 8,735 37,071 6 100,460
Agribusiness

At December 31, Financial food & Diverse

2010 institutions % Energy % Housing % water % sectors % Total %

Africa 14,682 2,023 2 - 47 1 800 1 17,552 3

Asia - 3,047 - - 16,692 6 19,739 3

Europe & Central Asia 20,311 - 0 - - 17,500 34 37,811 7

Latin America &

the Caribbean 6,784 2,804 22,516 32 7,552 - 39,656

Non-region specific - - 0 - 0 - - -

Total 41,777 7,874 22,516 10 7,599 34,992 5 114,758

COUNTRY RISK

Apart from counterparty risk, country risk is another important element of the portfolio in emerging markets. Country risk arises from

country-specific events that adversely impact the company’s exposure in a specific country. Within FMO, country risk is broadly defined.

It includes all relevant factors that have a common impact on FMO'’s portfolio in a country such as economic, banking and FX crises,

sovereign default and political risk events. The assessment of the country rating is based on a benchmark of external rating agencies

and other external information.

The level of the country limits depends on the country rating. FMO recognizes that the impact of country risk differs across the financial

products it offers. In order to calculate group-specific value adjustments, country-specific provisions are established on the investment credit

portfolio based on country risk and estimated recovery rates. With respect to the geographical diversification in the portfolio, reference is

made to the segment information paragraph. With respect to the sector diversification in the portfolio, reference is made to notes 4, 5, and

6 of the notes to the consolidated balance sheet.

Overall, the country ratings improved during 2011. For example, Georgia had an improvement of two notches, and countries like Indonesia,
Panama, Ukraine and Kazakhstan had an improvement of one notch.

Overview country ratings

FMO Portfolio Portfolio

country exposure exposure

Description of rating rating 2011 (%) 2010 (%)
Good financial sustainability 1,2 34.5 31.9
Satisfactory financial sustainability 3,4 34.2 32.2
Moderate financial sustainability 5,6 259 32.6
Poor financial sustainability 7 5.4 3.3
Total 100 100

As of January 1, 2012, the rating scales for countries will be brought into line with the counterparty ratings. The country limit framework
has been changed accordingly. Due to the fact that the outcome of the risk rating process is a more detailed rating on a scale from F1 to
F21, compared to the 7 rating classes in the old model, some countries fall into a different category.
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Overview new country ratings

Indicative external rating equivalent

all amounts in €x1,000

Portfolio exposure 2011 (%)

BBB and higher ratings 18.1
BBB- 12.5
BB+ 3.5
BB 10.2
BB- 11.1
B+ 17.6
B 11.0
B- 7.6
CCC+ and lower ratings 8.4
Total 100

CREDIT RISK IN THE TREASURY PORTFOLIO

The main responsibility of FMQ'’s treasury is to fund the activities of FMO and to efficiently and effectively mitigate risks in line with
treasury’s mandate. Credit risk in the treasury portfolio stems from short-term deposits, interest-bearing securities and derivative
instruments. Derivatives are primarily used for hedging interest rate risk and foreign exchange risks.

The treasury risks are reviewed on a monthly basis by the ALCO. The credit quality of the exposures from treasury activities is monitored

on a daily basis by the risk management department. In cases where the creditworthiness of securities deteriorates to levels below the

standard eligibility criteria for new exposures, the risk management department provides the ALCO with recommended actions.

Risk management approves each obligor to which FMO is exposed through its treasury activities and sets a maximum limit to the credit
exposure of that obligor. Depending on the obligor’s short and long-term rating, limits are set for the total and long-term exposure. For
derivatives, a separate limit is set for the weighted nominal value of the contract, the weight being dependent on the type of contract (as

market volatility differs among the products).

In order to reduce credit risk stemming from ‘in the money’ derivative contracts, FMO has entered into Credit Support Annexes (CSA) with
almost all derivative counterparties. A CSA is a legal document which regulates credit support (collateral) between derivative counterparties.

In the case of FMO the accepted collateral is cash (USD or EUR).

FMO pursues a conservative investment policy. The majority of the interest-bearing securities have a AAA rating.

Overview interest-bearing securities

At December 31 2011 2010
AAA 453,586 392,374
AA- to AA+ 217,992 171,336
A+ or lower - -
Total 671,578 563,710
Geographical distribution interest-bearing securities

2011 2010
At December 31 (%) (%)
Australia 8 10
Belgium 2 3
France 7 13
Germany 8 5
Great Britain 12 14
Netherlands 34 41
Supra-national 27 12
United States of America 2 2
Total 100 100
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Most of the investments in interest-bearing securities made in 2011 are investments in supra-national bonds. These are bonds issued by
institutions larger than a single country and are regarded as being very safe investments.

Overview short-term deposits

At December 31 Rating (short term) 2011 2010
Dutch Central Bank 299,997 -
Dutch government A1 - 49,995
Financial institutions Al 74,530 237,268

A2 1,050 1,050
Money market funds AAAMmMF 53,964 44,862
Supra-nationals A1 69,246 -
Total 498,787 333,175

Derivative financial instruments distributed by rating "

Derivative financial instruments (based on long-term rating) 2011 2010

Net exposure CSA (%) Net exposure CSA (%)
AAA 90 - 34,956 100
AA- to AA+ 60,661 96 70,589 68
Ato A+ 221,190 100 170,808 100
Not rated - - 6,178 -
Total 281,941 929 282,531 90

1) The exposure of derivative financial instruments is presented for all derivatives with positive market value, if possible, netted with derivatives with a negative market value if it concerns the same
counterparty. For this reason the total amount under derivative financial instruments does not equal the exposure presented in the other tables.

Equity risk

With regard to equity risk that results from equity investments, a distinction can be made between:
e Exit risk, the risk that FMO's equity stake cannot be sold for a reasonable price and in a sufficiently liquid market.
* Equity risk, the risk that the fair value of an equity investment decreases.

FMO has a long-term view on its equity portfolio, usually selling its equity stake after several years. Equity investments are assessed by

the Investment Committee in terms of specific obligor as well as country risk. The investment review committee assesses the valuation of
the majority of equity investments semi-annually. The performance of the equity investments in the portfolio is periodically analyzed during
the fair value process. Based on this performance and the market circumstances, exits are pursued in close cooperation with our co-investing
partners. The total outstanding equity portfolio at December 31, 2011, amounted to €753,366 (2010: €637,802). The total outstanding
investment in investment funds equals €592,433 (2010: €485,120).

It can be difficult to assess the fair value of the investment when market data is lacking or when the market is illiquid. Under these
circumstances, FMO values equity investments at cost minus impairment. In total, €171,513 (2010: €161,365) of the equity portfolio is
valued at cost minus impairment, of which the majority is quoted in US dollars: 48% (2010: 53%). The equity portfolio valued at cost minus
impairment denominated in other currencies than euros is not revalued for the exchange rate movements. The equity portfolio valued at fair
value is revalued for changes in the value of the equity investment and the movements in the exchange rates, which is accounted for in the
available for sale (AFS) reserve.
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Equity portfolio distributed by region and sector

Financial institutions Agribusiness,

Excl. invest-  Investment food Diverse
At December 31, 2011 ment funds funds Energy Housing & water sectors Total
Africa 46,862 90,598 22,133 - - 32,620 192,213
Asia 16,308 112,894 32,767 2 7,569 - 169,540
Europe & Central Asia 5,525 156,268 175 - - 3,012 164,980
Latin America & the Caribbean 12,837 71,211 6,825 426 14,141 17,905 123,345
Non-region specific 6,703 88,165 8,420 - - - 103,288
Total 88,235 519,136 70,320 428 21,710 53,537 753,366

Financial institutions Agribusiness,

Excl. invest-  Investment food Diverse
At December 31, 2010 ment funds funds Energy Housing & water sectors Total
Africa 39,166 74,477 18,634 - - 14,023 146,300
Asia 22,332 95,582 18,519 - 5,939 7,381 149,753
Europe & Central Asia 5,525 131,143 - - - 6,747 143,415
Latin America & the Caribbean 17,954 65,469 4,655 176 10,640 20,890 119,784
Non-region specific 6,697 63,547 8,306 - - - 78,550
Total 91,674 430,218 50,114 176 16,579 49,041 637,802

Currency risk
Currency risk is defined as the risk that changes in foreign currency exchange rates have an adverse effect on the value of FMO'’s financial
position and future cash flows.

Limits have been set on currency positions and are monitored on a daily basis. Currency risks are managed by matching the currency
characteristics of the company’s assets and liabilities, using derivative instruments such as (cross-) currency swaps and currency forwards.
Equity investments are excluded from the currency position as the size and the timing of the cash flows are uncertain. With respect to
equity investments, the expected returns in local currencies are assessed in terms of their sufficiency to compensate for the currency risk.
Reference is made to the previous paragraph on equity risk.

Since 2006, FMO has increasingly offered loans in emerging market currencies. This aims to better match the needs of local banks and
corporates, thereby reducing their currency risk. At December 31, 2011, 15% (2010: 14%) of the net loans to the private sector were in
emerging market currency. The emerging market currency loans are swapped to US dollars via either commercial parties or via The Currency
Exchange Fund (TCX Fund N.V.); as a result, FMO’s open emerging market currency position of the investment portfolio, apart from equity,
is limited. Local currency exposure of non-exotic currencies is hedged via commercial counterparties.
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Currency risk exposure (at carrying values)

all amounts in €x1,000

At December 31, 2011 € Us $ ¥ Other Total
ASSETS

Banks 28,050 12,054 99 1,911 42,114
Short-term deposits 315,745 177,321 - 5,721 498,787
Derivative financial instruments " 325,939 -999,868 785,806 222,185 334,062
Loans to the private sector 252,372 1,883,031 - 386,709 2,522,112
Loans guaranteed by the State 33,041 29,509 - - 62,550
Equity investments 157,036 499,588 - 96,742 753,366
Investments in associates 7.456 26,387 - 8,230 42,073
Interest-bearing securities 671,578 - - - 671,578
Tangible fixed assets 3,599 5,784 - - 9,383
Deferred income tax assets 3,682 - - - 3,682
Current income tax receivables 4,560 - - - 4,560
Other receivables 11,966 15,777 - 5,153 32,896
Accrued income 29,518 30,667 6,529 15,402 82,116
Total assets 1,844,542 1,680,250 792,434 742,053 5,059,279
LIABILITIES AND SHAREHOLDERS' EQUITY

Short-term credits 536,855 20,805 - - 557,660
Derivative financial instruments " -469,590 660,236 - -124,608 66,038
Debt securities 22,429 - - - 22,429
Debentures and notes 655,990 450,703 785,777 763,641 2,656,111
Other liabilities 844 10,120 - 3,224 14,188
Current accounts with State funds and other programs 624 - - - 624
Wage tax liabilities 1,846 - - - 1,846
Deferred income tax liabilities 4,501 - - - 4,501
Accrued liabilities 16,740 16,590 6,529 15,240 55,099
Provisions 16,074 119 - - 16,193
Shareholders’ equity 1,664,590 - - - 1,664,590
Total liabilities and shareholders’ equity 2,450,903 1,158,573 792,306 657,497 5,059,279
Currency sensitivity gap 2011 521,677 128 84,556

Currency sensitivity gap 2011 excluding equity

investments and investments in associates -4,298 128 -20,416

1) Fair value of individual components (e.g. individual swap legs) of derivative financial instruments is allocated to the relevant currency category.
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At December 31, 2010 € us $ ¥ Other Total
Total assets 1,601,455 1,018,341 760,045 925,221 4,305,062
Total liabilities and shareholders’ equity 2,159,285 556,888 760,037 828,852 4,305,062
Currency sensitivity gap 2010 461,453 8 96,369

Currency sensitivity gap 2010 excluding

investments in equity and associates 27,539 8 -25,471

Sensitivity of interest income and shareholders’ equity to main foreign currencies

At December 31, 2011 At December 31, 2010

Sensitivity of Sensitivity of

Sensitivity of shareholders’ Sensitivity shareholders’

Change of value relative to the euro " income equity ? of income equity ?
US $ value increase of 10% -430 38,638 2,760 34,236
US $ value decrease of 10% 430 -38,638 -2,760 -34,236
¥ value increase of 10% 13 13 1 1
¥ value decrease of 10% -13 -13 -1 -1

1) The sensitivities are illustrative only and employ simplified scenarios. The sensitivity of income and shareholders’ equity to possible changes in the main foreign currencies is based on the immediate
impact on the financial assets and liabilities held at year-end, including the effect of hedging instruments.
2) Shareholders’ equity is sensitive to the currency sensitivity gap, excluding the equity investments valued at cost.

Interest rate risk

Interest rate risk is the risk of potential loss due to adverse movements in interest rates. Interest rate risk within FMO stems from the
following products: loans, funding instruments, bonds/deposits, derivatives and money market funds. FMO manages its interest position
through the Price Value per Basis Point (PVBP). The PVBP expresses the impact on the fair value of the financial instruments by a basis point
change in yield.

FMO's policy with regard to interest rate risk is to match funding within set boundaries: to match interest rate characteristics for assets,
liabilities and derivatives per currency, and per remaining term as much as possible; and to generate stable income on FMO'’s capital by

investing in fixed bonds and loans.

The following table summarizes the interest re-pricing characteristics for FMO'’s assets and liabilities. Included in the table are FMO's assets
and liabilities at carrying values, categorized by the earlier of contractual re-pricing or maturity dates.
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Interest re-pricing characteristics

all amounts in €x1,000

Non-interest-

At December 31, 2011 < 3 months 3-12 months 1-5 years > 5 years bearing Total
ASSETS
Banks 42,114 - - - - 42,114
Short-term deposits 464,176 34,611 - - - 498,787
Derivative financial instruments -965,010 -421,198 1,496,919 208,812 14,539 334,062
Loans to the private sector 1,011,585 913,539 242,975 354,013 - 2,522,112
Loans guaranteed by the State - 3,336 42,791 16,423 - 62,550
Equity investments - - - - 753,366 753,366
Investments in associates - - - - 42,073 42,073
Interest-bearing securities 44,952 74,438 439,289 112,899 - 671,578
Tangible fixed assets - - - - 9,383 9,383
Deferred income tax assets - - - - 3,682 3,682
Current income tax receivables - - - - 4,560 4,560
Other receivables - - - - 32,896 32,896
Accrued income - - - - 82,116 82,116
Total assets 597,817 604,726 2,221,974 692,147 942,615 5,059,279
LIABILITIES AND SHAREHOLDERS' EQUITY
Short-term credits 317,660 240,000 - - - 557,660
Derivative financial instruments -414,553 214,513 240,814 25,264 - 66,038
Debt securities 8,293 - 14,136 - - 22,429
Debentures and notes 510,577 341,519 1,595,552 208,463 - 2,656,111
Other liabilities - - - - 14,188 14,188
Current accounts with State funds
and other programs - - - - 624 624
Wage tax liabilities - - - - 1,846 1,846
Deferred income tax liabilities - - - - 4,501 4,501
Accrued liabilities - - - - 55,099 55,099
Provisions - - - - 16,193 16,193
Shareholders’ equity - - - - 1,664,590 1,664,590
Total liabilities and shareholders’ equity 421,977 796,032 1,850,502 233,727 1,757,041 5,059,279
Interest sensitivity gap 2011 175,840 -191,306 371,472 458,420 -814,426 -
1) Fair value of individual components (e.g. individual swap legs) of derivative financial instruments is allocated to the relevant interest re-pricing category.

Non-interest-
At December 31, 2010 < 3 months 3-12 months 1-5 years > 5 years bearing Total
Total assets 550,567 285,889 1,848,638 810,831 809,137 4,305,062
Total liabilities and shareholders’ equity 503,101 409,875 1,418,836 356,476 1,616,774 4,305,062
Interest sensitivity gap 2010 47,466 -123,986 429,802 454,355 -807,637 -
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Sensitivity of interest income and shareholders’ equity to changes in interest rates

Sensitivity of net Sensitivity of shareholders’ equity
At December 31, 2011 interest income " < 3 months 3-12 months 1-5 years > 5 years Total
Increase of 100 basis points -155 1,187 989 -6,879 -4,208 -8,911
Decrease of 100 basis points 155 -1,187 -989 6,879 4,208 8,911

Sensitivity of net Sensitivity of shareholders’ equity
At December 31, 2010 interest income " < 3 months 3-12 months 1-5 years > 5 years Total
Increase of 100 basis points -765 669 1,889 -7,721 -8,871 -14,033
Decrease of 100 basis points 765 -669 -1,889 7,721 8,871 14,033

1) The sensitivity of net interest income is based on the floating rate financial assets and liabilities held at year-end, including the effect of hedging instruments. The interest rate sensitivities set are
illustrative only and employ simplified scenarios. It should be noted that the effects may not be linear (convexity not included) and therefore the results cannot be extrapolated. The sensitivities do not
incorporate actions that could be taken by management to mitigate the effect of the interest rate movements, nor second-round effects.

Liquidity risk

Liquidity risk is the risk that insufficient funds are available to meet financial commitments. FMO's policy is to have matched funding, that is
the tenor of its funding is matched to its assets, in order to reduce liquidity risk. The liquidity policy is based on a three pillar approach. This
policy ensures: (i) that the maturity mismatch is limited to €500 million (cash outflow) per bucket and that the refinancing risk is limited to
€250 million per bucket; (ii) that FMO has sufficient cash, liquidity buffers and access to emergency lines to survive a stress period, where the
funding market is totally closed for 6 months and; (iii) that FMO's funding sources are well diversified in terms of geography and instrument
type. The policy is managed by a model which places forecasted cash flows into time buckets. The net cash flows per bucket are tested
against the limits.

FMO traditionally has a conservative liquidity policy and funding strategy that is well suited to the business it does. Stress tests are conducted
on FMO'’s liquidity position at least once a month to ensure this conservative position is maintained. In the case of a crisis there are various
sources of emergency liquidity available. FMO's first buffer for liquidity is its bond portfolio. This can be used as collateral to obtain short-term
loans from the ECB. Secondly a committed facility from a highly rated bank is available.

The liquidity position is well within FMO's limits and even under various stress tests the liquidity position is still within limits. Nevertheless
liquidity remains a key point for the ALCO, Risk Management and Treasury. A continuous review is performed on the liquidity position,
FMO'’s assumptions, internal expectations and external market conditions to ensure that FMO's liquidity overview remains relevant and
accurate.

The following table shows the categorization of the balance sheet per maturity bucket. For those instruments that have a fixed cash flow
schedule, undiscounted cash flows are shown, including interest cash flows. For all other instruments the balance sheet amounts are shown.
Expected cash flows resulting from irrevocable facilities being drawn are not included in the liquidity gap. In the aforementioned stress
scenario the irrevocable facilities are included.
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Categorization of the balance sheet per maturity bucket

all amounts in €x1,000

Maturity
At December 31, 2011 < 3 months 3-12 months 1-5 years >5 years undefined Total
ASSETS
Banks 42,114 - - - - 42,114
Short-term deposits 482,883 - - - 15,750 498,633
Derivative financial instruments -900 21,571 259,194 63,722 - 343,587
Loans to the private sector 104,392 368,810 1,733,578 737,735 - 2,944,515
Loans guaranteed by the State 6,022 10,549 53,665 4,084 - 74,320
Equity investments - - - - 753,366 753,366
Investments in associates - - - - 42,073 42,073
Interest-bearing securities 50,857 89,864 479,456 109,535 - 729,712
Tangible fixed assets - - - - 9,383 9,383
Deferred income tax assets - - - - 3,682 3,682
Current income tax receivables 4,560 - - - - 4,560
Other receivables 32,896 - - - - 32,896
Accrued income 82,116 - - - - 82,116
Total assets 804,940 490,794 2,525,893 915,076 824,254 5,560,957
LIABILITIES AND SHAREHOLDERS’ EQUITY
Short-term credits 20,780 243,493 - - 296,880 561,153
Derivative financial instruments -967 9,491 65,073 3,263 - 76,860
Debt securities 3,459 24,595 1,318,998 - - 1,347,052
Debentures and notes 62,564 179,428 961,070 214,457 - 1,417,519
Other liabilities - - - - 14,188 14,188
Current accounts with State funds
and other programs 624 - - - - 624
Wage tax liabilities 1,846 - - - - 1,846
Deferred income tax liabilities - - - - 4,501 4,501
Accrued liabilities 55,099 - - - - 55,099
Provisions - - - - 16,193 16,193
Shareholders’ equity - - - - 1,664,590 1,664,590
Total liabilities and shareholders’ equity 143,405 457,007 2,345,141 217,720 1,996,352 5,159,625
Liquidity gap 2011 661,535 33,787 180,752 697,356  -1,172,098 401,332

Maturity
At December 31, 2010 < 3 months 3-12 months 1-5 years >5 years undefined Total
Total assets 597,158 466,976 2,340,809 820,399 703,066 4,928,408
Total liabilities and shareholders’ equity 159,970 278,002 1,858,552 369,270 1,794,204 4,459,998
Liquidity gap 2010 437,188 188,974 482,257 451,129 -1,091,138 468,410
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The tables below are based on the final availability date of the contingent liabilities and irrevocable facilities.

Contractual maturity of contingent liabilities and irrevocable facilities

Maturity
At December 31, 2011 < 3 months 3-12 months 1-5 years >5 years undefined Total
Contingent liabilities 36,515 -14,340 3,721 6,186 - 32,082
Irrevocable facilities 145,371 249,442 403,666 390,277 - 1,188,756
Total off-balance 181,886 235,102 407,387 396,463 - 1,220,838
Maturity
At December 31, 2010 < 3 months 3-12 months 1-5 years >5 years undefined Total
Contingent liabilities ? 60,126 1,390 2,576 19,146 - 83,238
Irrevocable facilities 2 145,840 307,461 290,051 393,564 - 1,136,918
Total off-balance 205,966 308,851 292,627 412,710 - 1,220,156

1) FMO expects that not all of these off-balance items will be drawn before expiry. For contingent liabilities, guarantees provided are netted for guarantees received from third parties.
2) Adjusted for comparison purposes (based on final availability date instead of maturity date).

Capital management

FMO aims to optimize development impact. This can only be achieved with a sound financial framework in place, combining healthy
long-term profitability and sound capital adequacy. Therefore, FMO seeks to maintain a strong capital position, by means of an integrated
capital adequacy planning and control framework, regularly reviewed by the ALCO.

The company has an external and internal ratio to express its capital position. The external ratio is calculated based on the standardized
approach of the Basel Il regulation; the internal capital ratio is based on the internal economic capital model. Economic capital is the
amount of capital allocated as a buffer against potential losses from business activities. The main difference between the internal and
external capital requirement is the calculation of the level of capital needed for credit risk on the loan portfolio, which is higher according
to the internal model. Under the standardized approach FMO's capital requirement for credit risk is lower than under the internal approach
given the fact that the credit assessment is standardized for unrated entities. FMO'’s portfolio is invested in parties in emerging markets,
which results in a riskier credit profile than generally applies to parties in developed economies.

External capital requirement

FMO complies with the Basel Il requirements and reports its BIS-ratio to the Dutch Central Bank on a quarterly basis. FMO calculates its
external capital requirement for its entire portfolio based on the standardized approach. Of the total capital requirement, 84% is related to
credit risk (equity investments included), 11% to market risk and 5% to operational risk. FMO mainly has tier-1 capital; its tier-2 capital consists
of the AFS reserve for equity investments. The BIS-ratio equaled 29.4% at the end of 2011 (2010: 29.0%). Under Basel lll the leverage ratio will
become a mandatory reporting requirement in 2018. The minimum leverage ratio is set at 3%, FMO’s leverage ratio equals 25.6%.

At December At December

31, 2011 31,2010
Core capital (tier 1) 1,462,643 1,372,507
Additional capital (tier 2) 150,693 85,390
Risk-weighted assets 5,484,025 5,030,925
Tier-1 ratio 26.70% 27.30%
BIS-ratio 29.40% 29.00%
Leverage ratio 25.60% 25.40%
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Internal capital requirement

In addition to its external capital requirement, FMO calculates an internal capital requirement. As of January 1, 2012, a new model has been
introduced for our internal capital requirement. This model is based on Basel’s Internal Ratings-Based (IRB) methodology for measuring
credit risk — which is transparent, and best practice among financial institutions.

Credit risk resulting from FMO’s emerging market loan portfolio represents FMO’s main financial risk. The credit risk of the loan portfolio

is determined based on the IRB methodology. The most important input parameters for the IRB model are Probability of Default (PD) and
Loss Given Default (LGD). The PD is based on the outcome of FMO’s new ratings methodology validated by one of the leading rating
agencies. The client is assigned a rating class on a scale of F1 to F21, with the majority of the ratings of FMO clients in the range of F10-F17,
or BBB- to CCC+ in S&P-comparable rating terms. The LGD is determined under the Advanced IRB (A-IRB) on the basis of internal expert
assessments. LGDs depend on security coverage, liquidity, enforceability of guarantees and on extraordinary circumstances. LGD for senior
secured loans is between 20% - 30%, for unsecured loans 40%, and for unsecured subordinated loans 75%. Credit risk for equity is based
on the simple risk weight approach. For quantifying the credit risk in FMO's treasury portfolio, the market and operational risk, the Basel Il
standardized approach is used.

Economic capital includes both Pillar 1 and Pillar 2 risks. As part of Pillar 2, model risk, reputation risk, interest rate risk and concentration
risk are included in the assessment of economic capital. Economic capital is calculated using a conservative confidence level of 99.99%.
The economic capital at year-end 2011 amounted to €956 million. Since the new model has been implemented as per January 1, 2012,
the 2011 numbers are presented in the table below.

At December 31, 2011

PILLAR 1

Credit risk emerging market portfolio (99.99% interval) 753
Credit risk treasury portfolio 27
Market risk 47
Operational risk 24
PILLAR 2

Concentration risk 30
Interest rate risk in the banking book 41
Reputation risk 32
Model risk 2
Economic capital (Pillar 1 & 2) 956
AVAILABLE CAPITAL

Tier 1 &I 1,613
Surplus provisioning (capped at 0.6% RWA) " 64
Total available capital 1,677

1) Surplus provisioning for the loan portfolio is only calculated at total provisioning (€336 mln) minus total expected loss (€142 mln), which equals €194 mIn. The amount to be
included in the available capital is according to the BIS-guidelines capped at 0.6% risk weighted assets (RWA), which equals €64 mIn at December 31, 2011.

Only for comparative purposes FMO calculates its internal capital ratio at a 99.90% confidence level (for pillar | only). Under the new IRB
model this ratio equalled 18.8% at December 31, 2011.
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Segment information

Segment reporting by operating segments

FMO'’s primary goal is development impact. A sector based approach on Financial institutions, Energy, Housing and Agribusiness, food

& water is leading in the strategy to optimize development impact. The company product range includes commercial loans, equity
investments and guarantees. The services rendered are related to funds managed on behalf of the Dutch State and catalyzing funds (such
as syndications). FMO's primary segmentation is the sector based approach because strategic and operating decisions by the Management
Board are made based upon this segmentation. Besides the focus sectors the segments Diverse sectors and Treasury are distinguished for
segment information reporting purposes as well. For information about the performance of the different product and services reference is
made to the paragraph ‘Information about products and services'.

For the measurement of profit and loss items per operating segment, FMO has followed its accounting policies, which are stated under

the ‘accounting policies’ paragraph. In general the allocation of revenues and expenses to the segments is based upon the sector classification
of financing projects. In addition to this, the funding costs (interest expenses) related to commercial loans are allocated to the segments based
on an internal allocation model as FMO does not attract its funding on an individual operating segment base. Furthermore, the interest free
shareholders’ equity is allocated as funding to the company’s equity investments and interest-bearing securities portfolio. The company holds
an interest-bearing securities portfolio for liquidity purposes and therefore the related interest income is allocated to the segment Treasury.

In 2011, there were no transactions between the operating segments. During 2011, the company decided to add an additional sector
Agribusiness, food & water to the focus sectors. As a result, the segment reporting now also includes this segment. The segment Diverse
sectors includes financing of projects outside the focus sectors mainly via partnerships. The segments include diverse products and services.
The segment Financial institutions includes (private equity) investment funds, which are reported separately in the following table.
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Financial institutions

Agribusiness

all amounts in €x1,000

Excl. invest- Investment food & Diverse
At December 31, 2011 ment funds funds Energy Housing water sectors Treasury Total
Net interest income 41,672 2,391 16,529 5,954 15,198 31,840 33,384 146,968
Fee and commission income 2,031 1,188 929 282 569 1,649 - 6,648
Fee and commission expense - - - - - - -165 -165
Net fee and
commission income 2,031 1,188 929 282 569 1,649 -165 6,483
Dividend income 3,252 9,202 1,146 - 43 - - 13,643
Results from equity
investments 11,758 10,654 - - - 9,716 - 32,128
Results from financial
transactions 679 7 - 986 54 8,473 3,083 13,282
Remuneration for
services rendered 7,842 2,930 3,483 1,595 634 1,951 - 18,435
Other operating income -2 - - 116 4,016 925 1,918 6,973
Total other income 23,529 22,793 4,629 2,697 4,747 21,065 5,001 84,461
Share in the results of
associates and subsidiaries -15 -9,238 - - - - - -9,253
Total revenue 67,217 17,134 22,087 8,933 20,514 54,554 38,220 228,659
Value adjustments on loans
and guarantees - additions -19,910 183 -10,156 -8,638 -6,630 -14,767 - -59,918
Value adjustments on loans
and guarantees - releases 8,053 -303 1,599 2,572 3,749 21,138 - 36,808
Value adjustments on equity
investments and associates -4,217 -12,261 -6,687 -456 - -12,677 - -36,298
Total value adjustments -16,074 -12,381 -15,244 -6,522 -2,881 -6,306 - -59,408
Operating expenses -16,510 -9,670 -8,918 -3,685 -2,893 -9,822 - -51,498
Total expenses -32,584 -22,051 -24,162 -10,207 -5,774 -16,128 - -110,906
Income tax -4,664 3,747 832 77 -3,792 -10,816 -9,746 -24,362
Net profit 29,969 -1,170 -1,243 -1,197 10,948 27,610 28,474 93,391
SEGMENT ASSETS
Loans (incl. guaranteed
by the State) 1,124,046 40,845 341,462 213,308 262,759 602,241 - 2,584,662
Equity investments and
investments in associates
(excl. associates using
equity method) 88,236 519,149 70,320 429 21,709 53,537 - 753,379
Associates using
equity method 8,229 33,831 - - - - - 42,060
Other assets - - - - - - 1,679,178 1,679,178
Total assets 1,220,511 593,825 411,782 213,737 284,468 655,778 1,679,178 5,059,279
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Financial institutions

Agribusiness

all amounts in €x1,000

Excl. invest- Investment food & Diverse
At December 31, 2010 ment funds funds Energy Housing water sectors Treasury Total
Net interest income 31,197 2,492 12,416 8,656 12,944 37,201 28,194 133,100
Fee and commission income 704 1,024 424 80 649 3,823 - 6,704
Fee and commission expense - - - - - - -119 -119
Net fee and
commission income 704 1,024 424 80 649 3,823 -119 6,585
Dividend income 3,658 11,124 200 - - 184 - 15,166
Results from equity
investments 14,612 6,121 14,412 - - 1,195 - 36,340
Results from financial
transactions 9 -1 - 135 -148 3,364 2,648 6,007
Remuneration for
services rendered 8,540 2,376 3,295 2,237 428 2,380 - 19,256
Other operating income 602 - - - 5,738 2,095 287 8,722
Total other income 27,421 19,620 17,907 2,372 6,018 9,218 2,935 85,491
Share in the results of
associates and subsidiaries 1,445 2,765 776 - 428 30 - 5,444
Total revenue 60,767 25,901 31,523 11,108 20,039 50,272 31,010 230,620
Value adjustments on loans
and guarantees — additions -16,311 7 -6,191 -17,222 -4,485 -12,840 - -57,042
Value adjustments on loans
and guarantees — releases 6,995 - 733 - 13,878 16,943 - 38,549
Value adjustments on equity
investments and associates -524 -6,713 -799 - - -2,931 - -10,967
Total value adjustments -9,840 -6,706 -6,257 -17,222 9,393 1,172 - -29,460
Operating expenses -16,395 -9,939 -6,491 -3,828 -3,138 -9,998 - -49,789
Total expenses -26,235 -16,645 -12,748 -21,050 6,255 -8,826 - -79,249
Income tax -3,986 2,729 -2,276 2,535 -6,596 -9,648 -7,908 -25,150
Net profit 30,546 11,985 16,499 -7,407 19,698 31,798 23,102 126,221
SEGMENT ASSETS
Loans (incl. guaranteed
by the State) 886,648 46,077 284,307 185,187 240,689 626,097 - 2,269,005
Equity investments and
investments in associates
(excl. associates using
equity method) 91,674 434,393 50,113 176 16,579 49,042 - 641,977
Associates using
equity method 5,705 40,505 - - - - - 46,210
Other assets - - - - - - 1,347,870 1,347,870
Total assets 984,027 520,975 334,420 185,363 257,268 675,139 1,347,870 4,305,062
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Information about products and services

The table shows the revenue derived from FMO's products and services. For the measurement of the profit and loss items per product and
service we have followed FMO's accounting policies, which are stated under the ‘accounting policies’ paragraph. The company product
range includes (commercial) loans, equity investments and guarantees. The remuneration for service rendered is related to funds managed
on behalf of the Dutch State and catalyzing funds (such as syndications) and is distinguished in the table as well. In addition the share in the
result of associates and subsidiaries is reported.

Revenues related to loans include interest margin income and fees. Revenues related to equity investments include realized exit results,
dividends and fees. The unrealized fair value changes are included in the available for sale reserve, which is part of the company’s
shareholders’ equity and are therefore not reported as revenues.

Share in
Remuneration the result of
Equity for services associates and
At December 31, 2011 Loans investments Guarantees rendered subsidiaries Other Total
Income 167,703 48,131 3,643 18,435 - - 237,912
Share in the results of
associates and subsidiaries - - - - -9,253 - -9,253
Total revenue 167,703 48,131 3,643 18,435 -9,253 - 228,659
Share in
Remuneration the result of
Equity for services associates and
At December 31, 2010 Loans investments Guarantees rendered subsidiaries Other Total
Income 120,176 52,062 4,923 19,256 - 28,759 225,176
Share in the results of
associates and subsidiaries - - - - 5,444 - 5,444
Total revenue 120,176 52,062 4,923 19,256 5,444 28,759 230,620

Information about geographical areas
FMO operates in the following four geographical markets: Africa, Asia, Europe & Central Asia, Latin America & the Caribbean.
The allocation of revenues to the markets is based upon the geographical classification of the financing projects. The interest
income on interest-bearing securities has been allocated to ‘Treasury’.

The following table shows the distribution of FMO's revenue based on the country risks arising from the geographical areas in which
FMO invests. As FMO obtains its revenues from customers in developing countries, no revenues are derived from FMO’s country of
domicile, the Netherlands.

Europe & Latin America Non-region
At December 31, 2011 Africa Asia Central Asia & Caribbean specific Treasury Total
Income 65,480 35,137 37,632 55,707 5,736 38,220 237,912
Share in the results of
associates and subsidiaries 725 -8,463 -1,510 -5 - - -9,253
Total revenue 66,205 26,674 36,122 55,702 5,736 38,220 228,659
Europe & Latin America Non-region
At December 31, 2010 Africa Asia Central Asia & Caribbean specific Treasury Total
Income 49,409 50,980 37,216 55,048 - 32,523 225,176
Share in the results of
associates and subsidiaries -2,620 7,331 - 703 - 30 5,444
Total revenue 46,789 58,311 37,216 55,751 - 32,553 230,620
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Information about major customers

all amounts in €x1,000

In 2011 and 2010, FMO did not have any customers that individually contributed more than 10% to FMO's total revenues.

Segment reporting by funds managed for the risk of the State

FMO AND FUNDS MANAGED FOR THE RISK OF THE STATE

Apart from making disbursements from its own resources, FMO provides loans, guarantees and equity investments from special

government funds, within the conditions and objectives of these facilities. The funds consist of subsidies provided under the
General Administrative Law Act and other official third parties. In the case of MASSIF, FMO has an equity stake of 2.66% (2010: 2.66%).
In ‘related parties’, the relationship between the State and FMO regarding these funds and programs is described in detail.

LOANS AND EQUITY MANAGED FOR THE RISK OF THE STATE

These loans and equity investments are managed for the risk of the State.

2011 2010
Loans 323,536 325,150
Equity investments 222,900 179,861
Total 546,436 505,011
LOANS MANAGED FOR THE RISK OF THE STATE
The loan portfolio comprises the loans issued by the following funds.

2011 2010
MASSIF 139,118 154,000
LDC Infrastructure Fund 152,138 143,408
Access to Energy Fund 32,280 27,742
Total 323,536 325,150
EQUITY INVESTMENTS MANAGED FOR THE RISK OF THE STATE
The equity investments have been made by the following funds:

2011 2010
MASSIF 139,007 118,131
LDC Infrastructure Fund 75,239 50,584
European Investment Bank 4,989 5,812
Access to Energy Fund 3,665 5,334
Total 222,900 179,861
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Analysis of financial assets and liabilities by measurement basis

Financial assets and financial liabilities are measured either at fair value or at amortized cost on an ongoing basis. The significant accounting
policies summary describes how the classes of financial instruments are measured, and how income and expenses, including fair value gains
and losses, are recognized. The following table gives a breakdown of the carrying amounts of the financial assets and financial liabilities by
category as defined in IAS 39 and by balance sheet heading.

Loans and Derivatives
receivables Financial at fair
Designated at liabilities at  value used
Held for at fair amortized Available amortized as hedging
At December 31, 2011 trading value cost for sale cost instruments Other Total
ASSETS
Banks - - 42,114 - - - - 42,114
Short-term deposits - 498,787 - - - - - 498,787
Derivative financial
instruments 273,437 - - - - 60,625 - 334,062
Loans to the private sector - - 2,522,112 - - - - 2,522,112
Loans guaranteed by the State - - 62,550 - - - - 62,550
Equity investments - - - 753,366 - - - 753,366
Investments in associates - - - - - - 42,073 42,073
Interest-bearing securities - - - 671,578 - - - 671,578
Tangible fixed assets - - - - - - 9,383 9,383
Deferred income tax assets - - - - - - 3,682 3,682
Current income tax receivables - - 4,560 - - - - 4,560
Other receivables - - 32,896 - - - - 32,896
Accrued income - - 82,116 - - - - 82,116
Total assets 273,437 498,787 2,746,348 1,424,944 - 60,625 55,138 5,059,279
LIABILITIES AND SHAREHOLDERS' EQUITY
Short-term credits - - - - 557,660 - - 557,660
Derivative financial
instruments 66,038 - - - - - - 66,038
Debt securities - 15,622 - - 6,807 - - 22,429
Debentures and notes - 1,919,296 - - 736,815 - - 2,656,111
Other liabilities - - - - 14,188 - - 14,188
Current accounts with State
funds and other programs - - - - 624 - - 624
Wage tax liabilities - - - - 1,846 - - 1,846
Deferred income tax liabilities - - - - - - 4,501 4,501
Accrued liabilities - - - - 55,099 - - 55,099
Provisions - - - - - - 16,193 16,193
Shareholders’ equity - - - - - - 1,664,590 1,664,590
Total liabilities and
shareholders’ equity 66,038 1,934,918 - - 1,373,039 - 1,685,284 5,059,279
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Loans and Derivatives
receivables Financial at fair
Designated at liabilities at  value used
Held for at fair amortized Available amortized as hedging
At December 31, 2010 trading value cost for sale cost instruments Other Total
ASSETS
Banks - - 18,698 - - - - 18,698
Short-term deposits - 333,175 - - - - - 333,175
Derivative financial
instruments 253,647 1,142 - - - 62,190 - 316,979
Loans to the private sector - - 2,212,713 - - - - 2,212,713
Loans guaranteed by the State - - 56,292 - - - - 56,292
Equity investments - - - 637,802 - - - 637,802
Investments in associates - - - - - - 50,385 50,385
Interest-bearing securities - - - 563,710 - - - 563,710
Tangible fixed assets - - - - - - 8,492 8,492
Deferred income tax assets - - - - - - 4,197 4,197
Current income tax receivables - - 8 - - - - 8
Other receivables - - 31,461 - - - - 31,461
Accrued income - - 71,150 - - - - 71,150
Total assets 253,647 334,317 2,390,322 1,201,512 - 62,190 63,074 4,305,062
LIABILITIES AND SHAREHOLDERS’ EQUITY
Short-term credits - - - - 278,590 - - 278,590
Derivative financial
instruments 44,274 157 - - - - - 44,431
Debt securities - 42,311 - - 9,356 - - 51,667
Debentures and notes - 1,672,894 - - 640,706 - - 2,313,600
Other liabilities - - - - 28,638 - - 28,638
Current accounts with State
funds and other programs - - - - 1,248 - - 1,248
Wage tax liabilities - - - - 1,795 - - 1,795
Deferred income tax liabilities - - - - - - 3,256 3,256
Accrued liabilities - - - - 50,958 - - 50,958
Provisions - - - - - - 17,087 17,087
Shareholders’ equity - - - - - - 1,513,792 1,513,792
Total liabilities and
shareholders’ equity 44,274 1,715,362 - - 1,011,291 - 1,534,135 4,305,062
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Fair value of financial assets and liabilities

Fair value is the amount for which an asset can be exchanged, or a liability settled, between knowledgeable, willing parties in an arm’s
length transaction. When available an instrument’s fair value is measured using quoted prices in an active market for that instrument.
A market is regarded as active if quoted prices are readily and regularly available and represent actual and regularly occurring market
transactions on an arm’s length basis (level 1).

If a market for a financial instrument is not active, the fair value is established using a valuation technique. Valuation techniques include:
1. recent dealer price quotations
2. discounted cash flow models
3. option-pricing models

The techniques incorporate current market and contractual prices, time to expiry, yield curves and volatility of the underlying instrument.
Inputs used in pricing models are market observable (level 2) or are not market observable but can be derived from market observable
data (level 3). A substantial part of fair value of equity investments (level 3) is based on net asset values.

The carrying values in the financial asset and liability categories approximate their fair values, except private sector loans with a fixed
interest rate, and non-hedged funding. Loans to the private sector are valued at amortized cost. The underlying changes to the fair
value of these assets are therefore not recognized in the balance sheet. At December 31, 2011, the fair value of these loans was €145,696
(2010: €65,876) above their carrying value. The funding non-hedged is valued at amortized cost. The carrying value does not materially
differ from the fair value and the difference amounts to €10,987 (2010: €12,187).

FMO uses internal valuation models to value its financial instruments. Due to model imperfections, there are differences between the
transaction price and the calculated fair value. These differences are not recorded in the profit and loss at once but are amortized

over the remaining maturity of the transactions. Per December 31, 2011, the unamortized accrual amounts to €3,265 (2010: €10,075).
An amount of €3,050 was recorded as a loss in the profit and loss (2010: €4,174).

The following table gives an overview of the financial instruments valued at fair value using a fair value hierarchy that reflects the
significance of the inputs used in making the measurements. Please note that the fair value hedges have not been included in the
following table.

At December 31, 2011 Level 1 Level 2 Level 3 Total
FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT AND LOSS

Short-term deposits - 498,787 - 498,787
Derivative financial instruments - 334,062 - 334,062
AVAILABLE FOR SALE FINANCIAL ASSETS

Equity investments 36,439 - 545,414 581,853
Interest-bearing securities 671,578 - - 671,578
Total financial assets at fair value 708,017 832,849 545,414 2,086,280

FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT AND LOSS
Derivative financial instruments - 66,038 - 66,038

Debentures and notes - - - ;

Total financial liabilities at fair value - 66,038 - 66,038
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At December 31, 2010 Level 1 Level 2 Level 3 Total
FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT AND LOSS
Short-term deposits - 333,175 - 333,175
Derivative financial instruments - 316,979 - 316,979
AVAILABLE FOR SALE FINANCIAL ASSETS
Equity investments 51,915 - 424,522 476,437
Interest-bearing securities 563,710 - - 563,710
Total financial assets at fair value 615,625 650,154 424,522 1,690,301
FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT AND LOSS
Derivative financial instruments - 44,431 - 44,431
Debentures and notes - 36,011 - 36,011
Total financial liabilities at fair value - 80,442 - 80,442
The following table shows the movements of financial assets measured at fair value based on level 3.
Available for sale financial assets: equity investments
2011 2010

Balance at January 1 424,522 310,721
Total gains or losses

* In profit and loss -12,053 -6,691

* In other comprehensive income 61,344 52,054
Purchases 113,339 91,701
Sales -63,935 -29,299
Transfers into level 3 22,197 19,994
Transfers out of level 3 - -13,958
Balance at December 31 545,414 424,522

There are no financial liabilities measured at fair value based on level 3.
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Notes to the consolidated balance sheet: assets

all amounts in €x1,000

1. BANKS

2011 2010
Banks 38,909 14,744
Mandatory reserve deposit with Dutch central bank 3,205 3,954
Total 42,114 18,698
Mandatory reserve deposits are not available for use in FMO'’s day-to-day operations.
2. SHORT-TERM DEPOSITS

2011 2010
Collateral delivered 15,750 2,190
Commercial paper 69,246 -
Money market funds 113,794 280,990
Dutch central bank 299,997 49,995
Total 498,787 333,175

3. DERIVATIVE FINANCIAL INSTRUMENTS

FMO utilizes the following derivative instruments for both hedging and non-hedging purposes:

¢ (Cross-currency) interest rate swaps are commitments to exchange one set of cash flows for another. Swaps result in an economic
currency exchange or interest rate exposure (for example fixed rate or floating rate) or a combination of all these (i.e. cross-currency

interest rate swaps).

* Currency forwards represent commitments to purchase foreign and domestic currency, including undelivered spot transactions.

The following table summarizes the notional amounts and the fair values of the ‘derivatives other than hedging instruments’. These

derivatives are held to reduce interest rate risks and currency risks but do not meet the specified criteria to apply hedge accounting. The

following table also includes derivatives related to the asset portfolio.

Notional Fair value Fair value

At December 31, 2011 amounts assets liabilities
Derivatives other than hedging instruments:

* Currency swaps 35,495 360 -806

* Interest rate swaps 544,583 524 -2,029

» Cross-currency interest rate swaps 2,880,657 258,014 -63,069

* Forward Rate Agreements 385,460 - -134

Sub-total 3,846,195 258,898 -66,038

Embedded derivatives related to asset portfolio - 14,539 -

Total derivative assets (/liabilities) other than hedging instruments 3,846,195 273,437 -66,038

The increased notionals of derivatives other than hedging instruments are due to the hedging of interest rate and foreign exchange risks
for loans in local currencies and funding in currencies other than euros and US dollars. FMO does not apply hedge accounting for these

derivatives. FMO does not hold derivatives for trading purposes.

At December 31, 2011, FMO had no structured funding anymore.
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The following table summarizes the notional amounts and the fair values of the derivatives designated as fair value hedges.

Notional Fair value Fair value

At December 31, 2011 amounts assets liabilities
Derivatives designated as fair value hedges:

* Interest rate swaps 1,883,788 60,625 -

Total derivatives designated as fair value hedges 1,883,788 60,625 -

Total derivative financial instruments assets (/liabilities) 5,729,983 334,062 -66,038

For the year ended December 31, 2011, FMO recognized an ineffectiveness of €0.3 million net profit (2010: €1
fair value hedges. The profit on the hedging instruments amounted to €19.9 million (2010: €12.8 million loss).
attributable to the hedged risk amounted to €19.6 million (2010: €13.8 million profit).

The comparative figures for derivatives have been included in the following tables.

.0 million net profit) on the
The loss on hedged items

Notional Fair value Fair value
At December 31, 2010 amounts assets liabilities
Derivatives other than hedging instruments:
* Currency swaps 272,116 779 -7,909
* Interest rate swaps 265,845 343 -621
» Cross-currency interest rate swaps 2,220,792 246,881 -35,744
Sub-total 2,758,753 248,003 -44,274
Derivatives related to asset portfolio - 5,644 -
Total derivative assets (/liabilities) other than hedging instruments 2,758,753 253,647 -44,274
Notional Fair value Fair value
At December 31, 2010 amounts assets liabilities
Derivatives structured:
* Interest rate swaps 3,738 - -157
» Cross-currency interest rate swaps 9,196 1,142 -
Total derivative assets (/liabilities) structured 12,934 1,142 -157
Notional Fair value Fair value
At December 31, 2010 amounts assets liabilities
Derivatives designated as fair value hedges:
* Interest rate swaps 1,627,121 62,190 -
Total derivatives designated as fair value hedges 1,627,121 62,190 -
Total derivative financial instruments assets (/liabilities) 4,398,808 316,979 -44,431
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4. LOANS TO THE PRIVATE SECTOR

all amounts in €x1,000

These loans to the private sector in developing countries are for FMO’s account and risk. The movements of the loans to the private sector

can be summarized as follows:

2011 2010
Balance at January 1 2,509,157 2,180,567
Disbursements 867,363 586,623
Re-class from equity investments -4,787 794
Repayments -545,421 -394,095
Write-offs -18,433 -5,830
Changes in amortizable fees -896 -7,797
Changes in fair value 856 -
Exchange rate differences 30,290 148,895
Balance at December 31 2,838,129 2,509,157
Value adjustments -316,017 -296,444
Net balance at December 31 2,522,112 2,212,713
The following table summarizes the loans segmented by sector.

2011 2010
Financial institutions 1,164,891 932,725
Energy 341,462 284,307
Housing 213,308 185,187
Agribusiness, food & water 218,709 196,886
Diverse sectors 583,742 613,608
Net balance at December 31 2,522,112 2,212,713

2011 2010
Gross amount of loans to companies in which FMO has equity investments 189,896 174,634
Gross amount of subordinated loans 496,712 466,736
Gross amount of non-performing loans 97,350 58,571

A loan is classified as non-performing when payments of interest or principal are past due by 90 days or more.

5. LOANS GUARANTEED BY THE STATE

These loans in developing countries are individually guaranteed by the Dutch State for 80% to 95%. Any losses will be compensated by the

State up to the guaranteed percentage.

The loan portfolio guaranteed by the State comprises the loans issued under the FOM program. The movements can be summarized

as follows:

2011 2010
Balance at January 1 62,475 51,050
Disbursements 14,821 32,831
Repayments -8,465 -11,277
Write-offs -526 -10,897
Changes in amortizable fees 200 185
Exchange rate differences 849 583
Balance at December 31 69,354 62,475
Value adjustments -6,804 -6,183
Net balance at December 31 62,550 56,292
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The following table summarizes the loans guaranteed by the State segmented by sector.

2011 2010
Financial institutions - -
Energy - -
Housing - -
Agribusiness, food & water 44,050 38,064
Diverse sectors 18,500 18,228
Net balance at December 31 62,550 56,292
Gross amount of subordinated loans 40,479 40,132
Gross amount of non-performing loans 6,139 6,303

6. EQUITY INVESTMENTS
These equity investments in developing countries are for FMO'’s account and risk. The movements in net book value of the equity
investments are summarized in the following table.

2011 2010
Net balance at January 1 637,802 489,232
Purchases and contributions 179,488 150,153
Re-class to loans 4,787 -794
Re-class from/to associates - 1,709
Decrease due to loss deconsolidation BanyanTree Growth Capital L.C.C. - -1,166
Sales -86,521 -52,460
Value adjustments -36,298 -10,967
Changes in fair value 54,108 62,095
Net balance at December 31 753,366 637,802

2011 2010
Equity investments at fair value 581,853 476,437
Equity investments at cost less impairment 171,513 161,365
Net balance at December 31 753,366 637,802
The following table summarizes the equity investments segmented by sector.

2011 2010
Financial institutions - of which investment funds: €519,136 (2010: €430,218) 607,371 521,892
Energy 70,320 50,113
Housing 429 176
Agribusiness, food & water 21,709 16,579
Diverse sectors 53,537 49,042
Net balance at December 31 753,366 637,802
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7. INVESTMENTS IN ASSOCIATES

The movements in net book value of the associates are summarized in the following table.

all amounts in €x1,000

2011 2010
Net balance at January 1 50,385 41,577
Purchases and contributions 9,886 7.420
Re-class to/from equity investments - -1,709
Re-class from subsidiaries - 12,346
Sales -10,134 -15,316
Share in net results -9,253 4,291
Translation differences 1,189 1,776
Net balance at december 31 42,073 50,385
2011 2010
Associates at cost 12 4,175
Associates at equity method 42,061 46,210
Net balance at December 31 42,073 50,385
The following table summarizes FMO's share in the total assets, liabilities, total income and total net profit/loss of the associates.
Associates Associates
at equity  at cost less
method impairment Total
Total assets 106,681 12 106,693
Total liabilities 64,620 - 64,620
Total income 4,643 - 4,643
Total profit/loss -9,253 - -9,253
The associates valued at cost less impairment have incurred no cumulative impairment losses (2010: €0).
8. MOVEMENT IN VALUE ADJUSTMENTS
Movement in value adjustments FMO portfolio
Guarantees Loans Total
Balance at January 1, 2010 16,237 275,264 291,501
Additions 11,708 45,551 57,259
Reversals -1,924 -38,112 -40,036
Exchange rate differences 1,474 19,571 21,045
Write-offs - -5,830 -5,830
Balance at December 31, 2010 27,495 296,444 323,939
Additions - 59,592 59,592
Reversals -13,791 -22,877 -36,668
Exchange rate differences -160 1,291 1,131
Write-offs - -18,433 -18,433
Balance at December 31, 2011 13,544 316,017 329,561
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Movement in value adjustments on loans guaranteed by the State

2011 2010
Balance at January 1 6,183 14,494
Additions 1,287 3,000
Reversals -140 -414
Write-offs -526 -10,897
Balance at December 31 6,804 6,183

FMO's own risk participation with regard to FOM (5% to 20%) is not guaranteed. The guaranteed part is recorded under other receivables

(see note 11), and this amounts to €961 (2010: €2,161) for the value adjustment recognized in 2011.
9. INTEREST-BEARING SECURITIES

This portfolio contains marketable bonds and private loans with fixed interest rates.

2011 2010
Bonds (listed) 666,660 558,709
Private loans 4,918 5,001
Balance at December 31 671,578 563,710
All interest-bearing securities are classified as available for sale assets. The movements can be summarized as follows:
2011 2010
Balance at January 1 563,710 629,567
Amortization premiums/discounts -2,089 -1,042
Purchases 130,845 152,424
Sale and redemption -26,129 -220,346
Revaluation 5,241 3,107
Balance at December 31 671,578 563,710
The interest-bearing securities have been issued by.
2011 2010
Private parties:
* Credit institutions 521,169 471,041
* Other 41,821 43,350
Public bodies 108,588 49,319
Balance at December 31 671,578 563,710
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10. TANGIBLE FIXED ASSETS

Land and
buildings due
ICT Leasehold to business Total Total
Furniture  equipment improvement combination 2011 2010
Historical cost price at January 1 6,258 22,251 870 5,026 34,405 33,194
Accumulated depreciation at January 1 -5,646 -19,544 -723 - -25,913 -23,133
Balance at January 1 612 2,707 147 5,026 8,492 10,061
Decrease historical cost price due to
sale subsidiary TCX Investment
Management Company B.V. - - - - - -93
Decrease accumulated depreciation
due to subsidiary TCX Investment
Management Company B.V. - - - - - 15
Investments 331 1,432 9 1,105 2,877 1,304
Depreciation -238 -1,259 -47 -347 -1,891 -2,795
Accumulated depreciation on divestments 5 19,346 711 - 20,062 -
Divestments historical cost price -138 -19,263 -756 - -20,157 -
Balance at December 31 572 2,963 64 5,784 9,383 8,492
Historical cost price at December 31 6,451 4,420 123 6,131 17,125 34,405
Accumulated depreciation at December 31 -5,879 -1,457 -59 -347 -7,742 -25,913
Balance at December 31 572 2,963 64 5,784 9,383 8,492
The land, buildings and equipment due to business combinations (€5,784) relate to Blauser S.A.
11. OTHER RECEIVABLES
2011 2010
Debtors related to sale of equity investments 2,231 997
Taxes and social premiums 380 378
To be declared on State guaranteed loans 5,948 6,707
Accrued management fees State funds 4,235 4,106
Other receivables 20,102 19,273
Balance at December 31 32,896 31,461
12. ACCRUED INCOME
2011 2010
Accrued interest on loans 37,828 31,464
Accrued interest on swaps and other assets 43,983 39,686
Other accrued income 305 -
Balance at December 31 82,116 71,150
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Notes to the consolidated balance sheet: liabilities

13. SHORT-TERM CREDITS

all amounts in €x1,000

2011 2010
Collateral received 296,880 231,431
Deposits placed by financial institutions 260,780 47,159
Short-term credits 557,660 278,590

14. DEBT SECURITIES

Debt securities include all non-subordinated debt, not identified as debentures or other notes payable to banks. Debt securities do not

include savings deposits.

Debt securities consist of loans and deposits raised in the international capital market from professional counterparties. The movements of

debt securities are summarized as follows:

2011 2010
Balance at January 1 51,667 50,937
Amortization of premiums/discounts -2,631 1,253
Proceeds from issuance 681 3,910
Redemptions -27,335 -3,415
Changes in fair value -887 -1,018
Exchange rate differences 934 -
Balance at December 31 22,429 51,667
The following table summarizes the carrying value of the debt securities.

2011 2010
Debt securities valued at fair value under hedge accounting 15,622 42,311
Debt securities valued at amortized costs 6,807 9,356
Balance at December 31 22,429 51,667
The nominal amounts of the debt securities are as follows:

2011 2010
Debt securities valued at fair value under hedge accounting 10,289 34,140
Debt securities valued at amortized costs 6,807 9,356
Balance at December 31 17,096 43,496

15. DEBENTURES AND NOTES

Debentures and notes consist of medium-term notes under the GMTN program and public issues in the Swiss franc (CHF) public market,
the Japanese yen (JPY) Samurai market, the Australian dollar (AUD) market, and the Canadian dollar (CAD) market. The movements can be

summarized as follows:

2011 2010
Balance at January 1 2,313,600 2,129,554
Amortization of premiums/discounts 2,964 7,248
Proceeds from issuance 460,556 432,888
Redemptions -247,969 -484,348
Changes in fair value 22,193 -4,162
Exchange rate differences 104,767 232,420
Balance at December 31 2,656,111 2,313,600
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The following table summarizes the carrying value of the debentures and notes.

2011 2010
Debentures and notes valued at fair value under the fair value option - 36,011
Debentures and notes valued at fair value under hedge accounting 1,919,296 1,636,883
Debentures and notes valued at amortized costs 736,815 640,706
Balance at December 31 2,656,111 2,313,600
The nominal amounts of the debentures and notes are as follows:

2011 2010
Debentures and notes valued at fair value under the fair value option - 35,923
Debentures and notes valued at fair value under hedge accounting 1,845,135 1,566,404
Debentures and notes valued at amortized costs 736,815 640,706
Balance at December 31 2,581,950 2,243,033
16. OTHER LIABILITIES

2011 2010
Amortized costs related to guarantees 644 881
Liabilities for guarantees 13,544 27,495
Other liabilities - 262
Balance at December 31 14,188 28,638
17. CURRENT ACCOUNTS WITH STATE FUNDS AND OTHER PROGRAMS

2011 2010
Current account MASSIF - 4
Current account European Investment Bank 624 1,244
Balance at December 31 624 1,248
18. ACCRUED LIABILITIES

2011 2010
Accrued interest on banks, debt securities and debentures and notes 45,049 40,292
Other accrued liabilities 10,050 10,666
Balance at December 31 55,099 50,958
19. PROVISIONS
The amounts recognized in the balance sheet are as follows:

2011 2010
Pension schemes 16,141 16,704
Other provisions 52 383
Balance at December 31 16,193 17,087
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Pension schemes

all amounts in €x1,000

FMO has established a number of pension schemes covering all its employees. Most of the pension schemes are average salary-defined
benefit plans. FMO has outsourced the management of the pension assets to an asset manager. FMO has agreed strict guidelines with the

asset manager. The assets of the funded plans are held independently of FMO'’s assets by the insurance company in separately administered
funds. Independent actuaries value the schemes every year using the projected unit credit method. The latest actuarial valuations were

carried out as per December 31, 2011.

The amounts recognized in the balance sheet are as follows:

2011 2010
Present value of funded defined benefit obligations 88,224 83,344
Fair value of plan assets -88,531 -74,023

-307 9,321
Unrecognized actuarial gains/(losses) 16,448 7,383
Liability in the balance sheet 16,141 16,704
The movements in the fair value of plan assets can be summarized as follows:

2011 2010
Fair value at January 1 -74,023 -61,087
Expected return on plan assets -3,795 -3,520
Employer contribution -3,924 -4,529
Plan participants’ contributions -906 -860
Actuarial (gains)/losses -7,670 -5,673
Benefits paid 1,787 1,646
Fair value at December 31 -88,531 -74,023

Determination of expected return on assets

An important element for financial reporting is the assumption for return on assets (ROA). The ROA is updated at least annually, taking

into consideration the pension plan’s asset allocation, historical returns on the types of assets held in the fund and the current economic
environment. Based on these factors, it is expected that the fund’s assets will earn an average percentage per year over the long term.

This estimate takes into account a deduction for administrative expenses and investment manager’s fees paid from the fund. For estimation
purposes, it is assumed the long-term asset mix will be consistent with the current mix. Changes in the asset mix could impact the amount
of recorded pension income or expense, the funded status of the plan, and the need for future cash contributions. The actual return on plan

assets was 14.4% (2010: 14.3%).

The categories of the plan assets can be summarized as follows:

2011 2010
(%) (%)
Equities 19 23
Fixed income 81 77
100 100

The movements in the present value of the defined benefit obligations can be summarized as follows:
2011 2010
Present value at January 1 83,344 69,115
Service cost 4,442 3,817
Interest cost 3,883 3,620
Actuarial (gains)/losses -1,658 8,438
Benefits paid -1,787 -1,646
Present value at December 31 88,224 83,344
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The amounts recognized in the profit and loss account as net periodic pension cost are as follows:

2011 2010
Current service cost 4,817 4,597
Interest cost 3,883 3,620
Actuarial (gains) / losses - -428
Expected return on plan assets -3,795 -3,520
4,905 4,269
Contribution by plan participants -906 -860
Total annual expense 3,999 3,409
The movement in the liability recognized in the balance sheet is as follows:
2011 2010
Balance at January 1 16,704 18,545
Annual expense 3,999 3,409
Contributions paid -4,092 -4,706
Other payments -470 -544
Balance at December 31 16,141 16,704
The principal assumptions used for the purpose of the actuarial valuations at year-end were as follows:
2011 2010
(%) (%)
Discount rate 4.5 4.5
Expected return on plan assets 49 5.0
Expected long-term wage inflation 2.0 2.0
Future pension increases 2.1 2.0

The assumption for future pension increases is based on all pension schemes included in FMO's pension liability.

Other provisions
The other provisions are provisions for severance arrangements. This provision is determined using present value calculations.

2011 2010
Balance at January 1 383 120
Addition 52 383
Release -8 -74
Paid out -375 -46

Balance at December 31 52 383
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20. SHAREHOLDERS' EQUITY
Share capital

all amounts in €x1,000

The authorized capital amounts to €45,380, consisting of 51% A shares of €22.69 each, which can only be held by the State, and 49% B

shares, also of €22.69 each, which can be held by private investors. The voting rights for A shares and B shares are equal. In addition,

the equity of the company comprises of three reserves, which result from the Agreement State-FMO of November 16, 1998. These are

the share premium reserve, the development fund and the contractual reserve. As long as the company continues its activities, these

reserves are not available to the shareholders. Upon liquidation of FMO these reserves fall to the State, after settlement of the contractual

return to the shareholders.

2011 2010
AUTHORIZED SHARE CAPITAL
1,020,000 A shares x €22.69 23,144 23,144
980,000 B shares x €22.69 22,236 22,236
Balance at December 31 45,380 45,380
ISSUED AND PAID-UP SHARE CAPITAL
204,000 A shares x €22.69 4,629 4,629
196,000 B shares x €22.69 4,447 4,447
Balance at December 31 9,076 9,076
Share premium reserve

2011 2010
Share premium reserve shareholder A, contributed on the transfer to the company of investments
administered on behalf of the State at the time of the financial restructuring 8,061 8,061
Share premium reserve shareholder B, contributed on the transfer to the company of investments
administered on behalf of the State on the financial restructuring 21,211 21,211
Balance at December 31 29,272 29,272

Other reserves

Dividend distributed in 2011 to shareholders of A shares and B shares was equal and amounted to €4.66 (2010: €3.81) per share.

Contractual reserve

The addition relates to that part of the annual profit that FMO is obliged to reserve under the Agreement State-FMO of November 16, 1998

(see ‘other information’).

Development fund

This special purpose reserve contains the allocation of risk capital provided by the State to finance the portfolio of loans and equity
investments. In 2005, FMO received the final contribution (€37,260) to the development fund under the Agreement State-FMO of

November 16, 1998.
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Available for sale reserve

all amounts in €x1,000

Interest- Total
Equity bearing available for
investments securities sale reserve
Balance at January 1, 2010 46,494 7,194 53,688
Fair value changes 54,591 3,960 58,551
Foreign exchange differences 18,436 - 18,436
Transfers due to sale -15,963 -853 -16,816
Transfers due to impairment 5,031 - 5,031
Tax effect - -793 -793
Balance at December 31, 2010 108,589 9,508 118,097
Fair value changes 60,201 5,241 65,442
Foreign exchange differences 12,224 - 12,224
Transfers due to sale -22,103 - -22,103
Transfers due to impairment 3,786 - 3,786
Tax effect - -1,245 -1,245
Balance at December 31, 2011 162,697 13,504 176,201
Included in the available for sale reserve is an amount of €10,136 (2010: €178) for fair value changes in equity investments that were
previously impaired.
Translation reserve
2011 2010
Balance at January 1 2,295 552
Change 1,209 1,565
Release due to sale - 178
Balance at December 31 3,504 2,295
Non-controlling interests
Blauser S.A. 2011 2010
Balance at January 1 174 -
Acquisition by third party of non-controlling share -13 8
Share in net profit 289 166
Currency translation movement -29 -
Balance at December 31 421 174
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Notes to the specific items of the consolidated profit and loss account

21. INTEREST
Interest income

2011 2010
Interest on loans valued at amortized cost 173,491 159,556
Interest on banks -235 316
Interest on short-term deposits 2,245 928
Interest on available for sale interest-bearing securities 19,200 19,898
Total interest income 194,701 180,698
Included in the interest on loans is €9,455 (2010: €11,760) related to loans for which value adjustments have been recorded.
Interest expense

2011 2010
Interest on debt securities valued at fair value -1,512 -2,116
Interest on debt securities valued at amortized cost -699 -452
Interest on debentures and notes valued at fair value -38,511 -42,023
Interest on debentures and notes valued at amortized cost -14,098 -8,715
Interest on derivatives 10,011 6,391
Interest on short-term credits -2,924 -683
Total interest expense -47,733 -47,598
22. NET FEE AND COMMISSION INCOME

2011 2010
Prepayment fees 823 291
Other fees (like arrangement, cancellation and waiver fees) 5,825 6,413
Total fee and commission income 6,648 6,704
Charges for the early repayment of debt securities -165 -119
Total fee and commission expense -165 -119
Net fee and commission income 6,483 6,585
23. RESULTS FROM EQUITY INVESTMENTS

2011 2010
Result from the sale of equity investments at cost 8,440 9,597
Result from the sale of equity investments at fair value 23,831 17,524
Result from the sale of associates -143 9,219
Total results from equity investments 32,128 36,340

The carrying amount of the equity investments valued at cost at the time of sale was €18,717 (2010: €18,207). The carrying amount of the
equity investments valued at fair value at the time of sale was €67,804 (2010: €34,254). The release from the available for sale reserve at the

time of the sale of equity investments at fair value was €22,103 (2010: €15,963); as a result the net result from sale of equity investments at

fair value amounted to a gain of €1,728 (2010: gain of €1,561).
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24. RESULTS FROM FINANCIAL TRANSACTIONS

all amounts in €x1,000

2011 2010
Result on valuation of hedged items -19,605 13,792
Result on sale and valuation of derivatives designated at fair value (hedging instruments) 19,857 -12,770
252 1,022
Result on sale and valuation of derivatives designated at fair value 41 3,429
Result on sale and valuation of medium-term notes 65 -2,402
106 1,027
Result on sale and valuation of derivatives held for trading1) 2,712 -2,786
Result on sale and valuation of embedded derivatives related to asset portfolio 9,064 7,935
Result on sale of interest-bearing securities - 1,043
Foreign exchange results 1,256 -2,207
Other -108 -27
Total results from financial transactions 13,282 6,007
1) Hedge accounting is not applied to these derivatives. These derivatives are used for hedging interest-rate and foreign-exchange risks for loans in emerging
market currencies and funding in currencies other than euros and US dollars. FMO has no derivatives for trading purposes.
25. REMUNERATION FOR SERVICES RENDERED
2011 2010
Funds and programs managed on behalf of the State:
> MASSIF 10,508 9,531
> Infrastructure Development Fund 3,696 3,488
> Capacity Development 900 1,900
> Access to Energy Fund 1,836 1,506
NIO - 650
Syndication fees, remuneration from directorships and others 1,495 2,181
Total remuneration for services rendered 18,435 19,256
Remuneration for managing funds and programs is expressed in gross amounts. Related management expenses are included in
operating expenses.
26. OTHER OPERATING INCOME
2011 2010
Interest on corporate tax 1,981 287
Other operating income 4,992 8,435
Total other operating income 6,973 8,722

Other operating income mainly consists of received payments on written-off loans.
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27. STAFF COSTS

2011 2010
Salaries -23,822 -23,107
Social security costs -2,486 -2,210
Pension costs -3,999 -3,409
Temporaries -1,398 -1,407
Travel and subsistence allowances -3,079 -2,802
Other personnel expenses -4,290 -4,308
Total staff costs -39,074 -37,243
The number of FTEs at December 31, 2011 amounted to 294 (2010: 274 FTEs).
28. OTHER ADMINISTRATIVE EXPENSES

2011 2010
Other administrative expenses -10,393 -9,681

These expenses consist of services from third parties and other operational expenses. The remuneration paid to the Supervisory Board is
included in these expenses. At December 31, 2011, the Supervisory Board consisted of six members (2010: seven). The members of the
Supervisory Board were paid a total remuneration of €125 (2010: €130).

With reference to Section 2:382a(1) and (2) of the Netherlands Civil Code, the following fees for the financial year have been charged by
KPMG Accountants N.V. to the company, its subsidiaries and other consolidated entities.

Fee charged by auditors 2011 2010
Statutory audit of annual accounts 209 214
Other assurance services 105 80

Tax advisory services - -
Other non-audit services 10 -
Total 324 294

29. OTHER OPERATING EXPENSES

2011 2010
Other operating expenses -140 -70
The other operating expenses relate mainly to bank charges.
30. INCOME TAXES
Income tax by type

2011 2010
Current income taxes -23,847 -24,872
Deferred income taxes -515 -278
Total income tax -24,362 -25,150
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The reconciliation of the statutory income tax rate to the effective income tax rate is as follows:

all amounts in €x1,000

2011 2010

Profit before taxation 117,753 151,371

Income taxes at statutory rate of 25.0% (2010: 25.5%) -29,438 -38,600
Increase/decrease resulting from:

e Settlement with local withholding taxes 1,434 1,147

* Non-taxable income and expense (participation exemption facility) 3,867 11,702

* Tax adjustments to prior periods -52 615

* Other -173 -14

Income tax -24,362 -25,150

Effective income tax rate 20.7% 16.6%

Current income tax receivables

The company paid €28,246 (2010: €2,525) to tax authorities. The remaining current income tax receivables amount to €4,560 (2010: €8).

Per year-end 2011 there were no unused tax losses and unused tax credits amount to €496 (2010: €849).

Deferred tax
FMO'’s deferred income tax assets and liabilities are summarized as follows:

2011 2010
DEFERRED TAX ASSETS
Pension provision 3,204 3,371
Depreciation fixed assets 478 826
Total deferred tax assets 3,682 4,197
DEFERRED TAX LIABILITIES
Fair value measurement of interest-bearing securities -4,501 -3,256
Total deferred tax liabilities -4,501 -3,256
Net balance at December 31 -819 941
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Off-balance sheet information

31. COMMITMENTS AND CONTINGENT LIABILITIES

The company issued guarantees regarding principal and interest repayments for a number of projects. The nominal amount of the

guarantees is valued at the exchange rate as per December 31, 2011 and December 31, 2010.

2011 2010
CONTINGENT LIABILITIES
Effective guarantees issued 129,489 143,202
Less: provisions, amortized costs and obligations for guarantees (presented under other liabilities) -14,188 -28,376
Total contingent liabilities 115,301 114,826
Effective guarantees received -97,407 -59,964
Total net contingent liabilities 17,894 54,862
Of the liabilities for guarantees €0 (2010: €0) is covered by a counter guarantee of the State.
2011 2010

IRREVOCABLE FACILITIES
Contractual commitments for disbursements of:

* Loans 738,348 646,137

* Equity investments 380,468 408,916

 Contractual commitments for guarantees 69,940 81,865
Total irrevocable facilities 1,188,756 1,136,918
32. LEASE AND RENTAL COMMITMENTS
The future lease payments under non-cancelable operating leases are based on contractual terms and can be summarized as follows:
2011 < 1 year >1 - <5 years > 5 years Total
Buildings 2,204 9,246 8,680 20,130
Cars 578 559 - 1,137
Total lease and rental commitments 2,782 9,805 8,680 21,267
2010 < 1 year >1 - <5 years > 5 years Total
Buildings 2,215 9,167 11,058 22,440
Cars 592 582 - 1,174
Total lease and rental commitments 2,807 9,749 11,058 23,614
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33. RELATED PARTIES
FMO defines the Dutch State, subsidiaries, associated companies, the Management Board and Supervisory Board as related parties.

Dutch State

The Dutch State holds 51% of FMO's share capital. The remaining 49% is held by banks and others. In 2005, FMO received its last
contribution to the development fund from the Dutch State for the amount of €37,260. FMO has a guarantee provision from the State,
which is detailed in ‘other information’.

FMO stimulates the development of small and medium Dutch-sponsored enterprises in selected emerging markets through the ‘Faciliteit
Opkomende Markten’. This facility is a joint initiative with the Dutch Ministry of Economic Affairs. The State acts as a guarantor for 80%
to 95% of the outstanding loans. These loans are included in the consolidated annual accounts under ‘loans guaranteed by the State’.

FMO executes several government funds and programs at the risk and expense of the State. Below is a description of the different funds
and programs:

1. MASSIF
MASSIF extends risk capital and local currency financing to financial intermediaries in developing countries who in turn serve micro-
and small-scale entrepreneurs and lower income households. FMO has a 2.66% (2010: 2.66%) stake in this fund. For 2011, FMO
received a fixed remuneration of €10,508.

2. Infrastructure Development Fund
Through this fund, FMO concentrates on the development of the social and economic infrastructure in least developed countries.
FMO aims to stimulate private investors to invest in private or public-private infrastructure projects in these countries. By providing
risk capital, the Infrastructure Development Fund decreases risk for other financiers. As a result, additional private funds are attracted.
For 2011, FMO received a fixed remuneration of €3,696 in accordance with the subsidy order.

3. Capacity Development (CD)
The CD program provides clients with financial support to realize their internal business endeavors in areas such as management
development, organizational development, corporate governance, environmental and social performance and product development.
The program was financed by the Dutch Minister for Development Cooperation and ran from 2006 through 2011. In line with the recent
evaluation of the CD program, it is the intention of both the Ministry and FMO to continue the CD program through 2015, mainly
benefitting MASSIF and FMO-A clients. For 2011, FMO received a fixed remuneration of €900.

4. Access to Energy Fund (AEF)
FMO agreed with the Dutch Minister for Development Cooperation to execute the subsidy scheme, Access to Energy Fund. Through
this fund, FMO provides risk and concessional financing through equity, local currency loans, subordinated debt and grants to facilitate
projects that generate, transmit or distribute sustainable energy. For 2011, FMO received a fixed remuneration of €1,836.

Subsidiaries
The consolidated subsidiaries FMO Antillen N.V. and Nuevo Banco Comercial Holding B.V. are used for intermediate holding purposes.
The consolidated subsidiary Blauser S.A. is an Ecuadorian fruit processor and exporter.

During 2011, FMO'’s stake in Blauser S.A. increased from 63.125% to 70.500%.

The transactions during the year are summarized in note 3 of the company balance sheet. At December 31, 2011, FMO has a loan exposure
to Blauser S.A. of €8,452 (2010: €5,738).

Remuneration of the Management Board

On December 31, 2011, the Management Board consisted of three statutory members (2010: three). The members of the Management
Board have no shares, options or loans related to the company. The performance-related pay shown in the following table relates to
the performance year and not to the year in which they are paid. Payments regarding the general profit-sharing scheme, social security,
company car and life-course savings scheme are included in other instead of fixed remuneration and performance-related pay.
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The total remuneration of the Management Board in 2011 amounts to €1,105 (2010: €1,122) and is specified as follows:

Fixed Performance- Total

remuneration related pay " Pension Other ? 2011

Nanno Kleiterp 265 51 76 37 429
Nico Pijl 202 39 63 51 355
Jurgen Rigterink 202 39 40 40 321
Total 669 129 179 128 1,105
Fixed Performance- Total

remuneration * related pay Pension Other ? 2010

Nanno Kleiterp 263 58 93 40 454
Nico Pijl 177 45 80 33 335
Jurgen Rigterink 201 45 41 46 333
Total 641 148 214 119 1,122

1) The reported performance-related pay related to 2011 will be partly deferred in line with the guidelines on remuneration policies and practices.

2) Includes contributions to company car, fixed expense allowance, general profit-sharing, life-course savings scheme, compensation of interest on mortgages, compensation for the return of allowances
(ADV), and anniversary benefits. This is in line with the general fringe benefits within FMO.

3) Nico Pijl’s fixed remuneration includes a six-week unpaid leave in 2010.

The annual remuneration of the members of the Supervisory Board is as follows:

Remuneration Committees Total Total

2011 2011 2011 2010

Jean Frijns 2, Chairman 19.8 5.0 24.8 12.5
Rein Willems 15.0 3.0 18.0 18.0
Bert Bruggink 15.0 4.0 19.0 19.0
Dolf Collee 15.0 3.0 18.0 18.0
Agnes Jongerius 15.0 2.0 17.0 17.0
Pier Vellinga 15.0 3.0 18.0 18.0
Willy Angenent " 8.2 1.8 10.0 27.5
Total 103.0 21.8 124.8 130.0

1) Willy Angenent resigned his position in May 2011
2) Jean Frijns was appointed to the Supervisory Board in 2010, and appointed as chairman of the Supervisory Board in May 2011

The members of the Supervisory Board have no shares, options or loans related to the company.
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all amounts in €x1,000

Notes to the consolidated statement of comprehensive income

34. OTHER COMPREHENSIVE INCOME
Other comprehensive income

2011 2010
Exchange differences on translating foreign operations 1,209 1,743
Available for sale interest-bearing securities:
* Unrealized results during the year 5,241 5,154
* Less: reclassification adjustments for results included in profit and loss - -2,047
Total available for sale interest-bearing securities 5,241 3,107
Available for sale equity investments:
* Unrealized results during the year 60,201 54,591
* Foreign exchange results 12,224 18,436
* Reclassification adjustments for results included in profit and loss -18,317 -10,932
Total available for sale equity investments 54,108 62,095
Total other comprehensive income before tax 60,558 66,945
Tax effect -1,245 -793
Balance at December 31 59,313 66,152
Tax effects relating to each component of other comprehensive income
Before Tax (expense) Net of tax
tax amount benefit amount
Exchange differences on translating foreign operations 1,209 - 1,209
Available for sale interest-bearing securities 5,241 -1,245 3,996
Available for sale equity investments 54,108 - 54,108
Balance at December 31, 2011 60,558 -1,245 59,313
Before Tax (expense) Net of tax
tax amount benefit amount
Exchange differences on translating foreign operations 1,743 - 1,743
Available for sale interest-bearing securities 3,107 -793 2,314
Available for sale equity investments 62,095 - 62,095
Balance at December 31, 2010 66,945 -793 66,152
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Notes to the consolidated statement of cash flows

The consolidated cash flow statement shows the sources of liquidity that became available during the year and the application of
this liquidity. The liquidity is measured by the balance sheet accounts ‘banks’ and ‘short-term deposits’. The cash flows are broken
down according to operational, investing and financing activities. The cash flow statement is prepared using the indirect method.
The consolidated cash flow statement has been adjusted for presentation purposes; several line items have been aggregated. The
comparative figures have been adjusted accordingly.

35. NET CASH FLOW FROM OPERATIONAL ACTIVITIES

The net cash flow from operational activities includes the company’s portfolio movements, such as loans to the private sector and under
guarantee of the State, equity investments, subsidiaries and associates. The net cash flow further includes the movements in working
capital and current accounts with the State in regard to government funds and programs.

36. NET CASH FLOW FROM INVESTING ACTIVITIES
The net cash flow from investing activities includes the movements in the investment portfolio, such as the interest-bearing securities.
The movements in tangible fixed assets are also included in the cash flow from investing activities.

37. NET CASH FLOW FROM FINANCING ACTIVITIES
The net cash flow from financing activities includes movements in the funding attracted from the capital market. Also included in the
cash flow from financing activities are the additions to and reductions from the company’s capital.
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Company annual accounts
Accounting policies

Activities

The activities of Nederlandse Financierings-Maatschappij voor Ontwikkelingslanden N.V. (hereafter referred to as FMO) consist of financing
activities in developing countries to stimulate private-sector development. Furthermore, FMO provides services in relation to government
funds and programs. Further reference is made to the consolidated annual accounts.

ABBREVIATED INCOME STATEMENT
In accordance with the provisions of article 402, Book 2 of the Dutch Civil Code, the company presents the profit and loss account for the
year in abbreviated format.

Significant accounting policies

PRINCIPLES OF VALUATION AND DETERMINATION OF RESULTS

The annual accounts are prepared in accordance with the financial reporting requirements as included in Part 9 of Book 2 of the Dutch
Civil Code with the allowed application of the accounting policies (IFRS) as set forth in the consolidated annual accounts. The principles
of valuation and determination of results stated in the consolidated balance sheet and profit and loss account are also applicable to the
company balance sheet and profit and loss account. Investments in group companies are initially recognized at cost and subsequently
accounted for by the equity method.

REFERENCE TO THE CONSOLIDATED ANNUAL ACCOUNTS

As mentioned above, the accounting policies applied in the annual accounts correspond with the consolidated annual accounts. Furthermore,
the consolidated annual accounts have a limited consolidation scope and accordingly the notes to the balance sheet and profit and loss
account are almost similar in both the company annual accounts and the consolidated annual accounts. In these cases, reference is made
to the disclosure notes and information provided in the consolidated annual accounts. For the mandatory disclosure notes and those notes
with larger discrepancies, the information is included in the notes to the company’s annual accounts.

ESTIMATES AND ASSUMPTIONS

In preparing the annual accounts, management is required to make estimates and assumptions that affect reported income, expenses,
assets, liabilities and disclosure of contingent assets and liabilities. Use of available information and application of judgment are inherent
in the formation of estimates. Although these estimates are based on management’s best knowledge of current events and actions,
actual results could differ from such estimates and the differences may be material to the annual accounts. The most relevant estimates
and assumptions relate to the determination of the fair value of financial instruments based on generally accepted modeled valuation
techniques, and the determination of the counterparty specific and group specific value adjustments. Estimates and assumptions are also
used for the pension liabilities, determination of tax and depreciation of tangible fixed assets and others.
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Company balance sheet at December 31

all amounts in €x1,000

(before profit appropriation) Notes Page number 2011 2010
ASSETS

Banks 29,987 16,352
Short-term deposits 498,633 333,025
Derivative financial instruments 334,062 316,979
Loans to the private sector 2,530,564 2,218,451
Loans guaranteed by the State 62,550 56,292
Equity investments (1) 136 753,366 630,205
Investments in associates (2) 136 41,061 49,503
Interest-bearing securities 671,578 563,710
Subsidiaries 3) 136 15,438 11,727
Tangible fixed assets 3,599 3,466
Deferred income tax assets 3,682 4,197
Current income tax receivables 4,560 8
Current accounts with State funds and other programs - -
Other receivables 27,216 27,528
Accrued income 82,116 71,150
Total assets 5,058,412 4,302,593
LIABILITIES

Short-term credits 557,660 278,590
Derivative financial instruments 66,038 44,431
Debt securities 22,429 49,118
Debentures and notes 2,656,111 2,313,600
Other liabilities 15,051 29,904
Current accounts with State funds and other programs 624 1,248
Wage tax liabilities 1,846 1,795
Deferred income tax liabilities 4,501 3,256
Accrued liabilities 53,909 50,012
Provisions 16,074 17,021
Total liabilities 3,394,243 2,788,975
SHAREHOLDERS' EQUITY

Share capital 9,076 9,076
Share premium reserve 29,272 29,272
Contractual reserve 753,989 665,173
Development fund 657,981 657,981
Available for sale reserve 176,201 118,097
Translation reserve 3,504 2,295
Other reserves 29,860 25,515
Undistributed profit 4,286 6,209
Total shareholders’ equity (4) 137 1,664,169 1,513,618
Total liabilities and shareholders’ equity 5,058,412 4,302,593
Contingent liabilities 115,301 114,826
Irrevocable facilities 1,188,756 1,136,918
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Company profit and loss account

all amounts in €x1,000

Notes Page number 2011 2010
Profit after taxation 89,435 124,605
Income from subsidiaries, after tax (3) 136 3,667 1,450
Net profit 93,102 126,055
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Notes to the company annual accounts

Notes to the specific items of the balance sheet

1. EQUITY INVESTMENTS

all amounts in €x1,000

2011 2010
Balance at January 1 630,205 480,288
Purchases and contributions 179,488 150,134
Re-class to loans 4,787 -794
Re-class from/to associates - 1,709
Sales -78,924 -52,260
Value adjustments -36,298 -10,967
Changes in fair value 54,108 62,095
Balance at December 31 753,366 630,205

2011 2010
Equity investments at fair value 581,853 476,437
Equity investments at cost less impairment 171,513 153,768
Balance at December 31 753,366 630,205
2. INVESTMENTS IN ASSOCIATES

2011 2010
Balance at January 1 49,503 40,695
Purchases and contributions 9,775 7,420
Re-class to/from equity investments - -1,709
Re-class from subsidiaries - 12,346
Sales -10,134 -15,316
Share in net results -9,248 4,363
Translation differences 1,165 1,704
Balance at December 31 41,061 49,503
3. SUBSIDIARIES

2011 2010
Balance at January 1 11,727 18,342
Purchases and contributions - 4,238
Sales and repayment of capital - -396
Share in results 3,667 1,450
Re-class to associates - -12,346
Dividends declared - -30
Share in available for sale reserve - 241
Translation differences 44 228
Balance at December 31 15,438 11,727

The investments in subsidiaries consist of the following interests in the share capital of:
1. Nuevo Banco Comercial Holding B.V.: 100%.

2. FMO Antillen N.V.: 100%.
3. Blauser S.A.: 70.5%.
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The following table summarizes the carrying value of the subsidiaries.

2011 2010
Nuevo Banco Comercial Holding B.V. 12,272 9,282
FMO Antillen N.V. 2,159 2,149
Blauser S.A. 1,007 296
Balance at December 31 15,438 11,727

During 2011, FMO'’s stake in Blauser S.A. increased from 63.125% to 70.5%.

4. SHAREHOLDERS' EQUITY

Share capital

The authorized capital amounts to €45,380, consisting of 51% A shares of €22.69 each, which are held only by the State, and 49% B shares,
also of €22.69 each, which are held by private investors. The voting rights for A shares and B shares are equal.

The equity of the company comprises three reserves, which result from the Agreement State-FMO of November 16, 1998. These are the
share premium reserve, the development fund and the contractual reserve. As the company continues its activities, these reserves are not
available to the shareholders. Upon liquidation of FMO, these reserves fall to the State, after settlement of the contractual return to the
shareholders.

2011 2010
AUTHORIZED SHARE CAPITAL
1,020,000 A shares x €22.69 23,144 23,144
980,000 B shares x €22.69 22,236 22,236
45,380 45,380
2011 2010
ISSUED AND PAID-UP SHARE CAPITAL
204,000 A shares x €22.69 4,629 4,629
196,000 B shares x €22.69 4,447 4,447
9,076 9,076
Share premium reserve
2011 2010
Share premium reserve shareholder A, contributed on the transfer to the company of investments
administered on behalf of the State on the financial restructuring 8,061 8,061
Share premium reserve shareholder B, contributed on the transfer to the company of investments
administered on behalf of the State on the financial restructuring 21,211 21,211
29,272 29,272

Contractual reserve
The addition relates to that part of the net profit, which FMO is obliged to reserve under the Agreement State-FMO of November 16, 1998
(see ‘other information’).

Development fund

This special purpose reserve contains the annual budgetary allocations made by the State to finance the portfolio of loans and equity
investments. In 2005, FMO received the final contribution (€37,260) to the development fund under the Agreement State-FMO of
November 16, 1998.
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Available for sale reserve (AFS reserve)

all amounts in €x1,000

The available for sale reserve includes net revaluations of financial instruments classified as available for sale that have not been reported

through the profit and loss account.

The following table shows the components of the available for sale reserve at December 31, 2011 and December 31, 2010.

2011 2010
GROSS GAINS AND LOSSES IN THE AFS RESERVE
Equity investments at fair value 162,697 108,589
Share in AFS reserve subsidiary - -
Interest-bearing securities at fair value 21,269 12,768
183,966 121,357
DEFERRED TAXES ON GAINS AND LOSSES
Equity investments at fair value - -
Share in AFS reserve subsidiary - -
Interest-bearing securities at fair value -7,765 -3,260
-7,765 -3,260
NET GAINS AND LOSSES IN THE AFS RESERVE
Equity investments at fair value 162,697 108,589
Share in AFS reserve subsidiary - -
Interest-bearing securities at fair value 13,504 9,508
176,201 118,097

The statement of changes in the shareholders’ equity details the movements in the available for sale reserve during 2011. The statement is

included in the consolidated annual accounts.

Other reserves
Dividend distributed to shareholders of A shares and B shares is equal.
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Other information

Provision in the Articles of Association concerning the appropriation of profit

The provision and the appropriation of the net profit is based upon the Articles of Association and the Agreement State-FMO of
November 16, 1998.

The General Meeting will determine which portion of the result of a financial year is reserved or in which way a loss will be incorporated,
as well as the appropriation of the remaining profit, with regard to which the Supervisory Board and the Management Board can make
a non-binding proposal in accordance with the provision and dividend policy adopted by the General Meeting, taking into account the
relevant provisions in the Agreement State-FMO of November 16, 1998.

PROPOSAL FOR APPROPRIATION OF PROFIT

A company net profit of €93,102 was recorded in 2011. Under the Agreement State-FMO of November 16, 1998, FMO is required to add
€88,816 to the contractual reserve. Therefore this profit is not distributable. The distributable element of the net profit amounts to €4,286
(2010: €6,209). The Management Board and the Supervisory Board propose distributing a sum of €2,143 (2010: €1,864) as cash dividend
€5.36 per A and B share (2010: €4.66 per A and B share) and to add the remaining amount of €2,143 to the other reserves.

Guarantee provisions in the Agreement State-FMO of November 16, 1998
ARTICLE 7: MAINTENANCE OBLIGATIONS IN THE EVENT OF DEPLETION OF GENERAL RISKS RESERVE (GRR) FUND AND
INADEQUATE COVER FOR EXCEPTIONAL OPERATING RISKS

7.1 To determine whether FMO has grounds for invoking the maintenance obligation (the ‘State’s Maintenance Obligation’) as
referred to in Article 7.2.1, the losses incurred by FMO as referred to in Article 7.2.2, as shown by the annual accounts drawn
up for the relevant year in accordance with generally accepted accounting principles and in conformity with Part 9 of Book 2
of the Netherlands Civil Code and duly adopted by the competent corporate body, shall first be charged to the GRR fund.

7.2.1 The State undertakes vis-a-vis FMO to defray losses on its operations pursuant to Article 3.1 and 3.2 of this Agreement,
as determined in Article 7.2.2, to the extent that such risks have not been covered by specific value adjustments and/or
compensation and/or insurance benefits received or yet to be received, provided that:

a) the amount of such losses exceeds the size of the GRR fund as at December 31 of the year in which these losses were incurred; and
b) the inadequacy of the cover for general value adjustments under the GRR fund is due to abnormal operating risks, such as
unforeseen political difficulties in, or transfer problems with, particular countries or the collapse of the world economy or a
regional economy.

7.2.2 The parties shall consult together to determine the magnitude of such losses. Should they fail to agree, FMO'’s auditors and an
auditor designated by the State shall make a reasonable and equitable calculation of the losses in accordance with generally
accepted accounting principles.

7.3 If the circumstances arise as described in Article 7.2.1, under a) and b) and FMO requests the State to fulfill its obligations as
referred to in Article 7.2, this shall give rise to a claim against the State, which shall be duly acknowledged by the State, on the
first business day of the first financial year following the date of the request. Such request shall be in writing.

ARTICLE 8: OTHER FINANCIAL SECURITY OBLIGATIONS
8.1  Without prejudice to the other provisions in this Agreement, the State shall prevent situations arising in which FMO is unable to

meet the following (comprehensive enumerated) commitments on time: FMO’s commitments in respect of:
(i) loans raised in the capital market;
(i)  short-term funds raised on the money market with maturities of two years or less;
(iii) swap agreements involving the exchange of principal and payment of interest;
(iv) swap agreements not involving the exchange of principal but with interest payment;
(v)  foreign exchange forward contracts and forward rate agreements (FRAs);
(vi) option and futures contracts;
(vii) combinations of the products referred to in (i) to (vi);
(viii) guarantees provided by FMO to third parties in respect of the financing of private companies in developing countries;
(ix) commitments relating to the maintenance of an adequate organization.

NOTES TO THE GUARANTEE PROVISION

The GRR fund referred to in Article 7 is defined in Article 6 of the Agreement State-FMO of November 16, 1998, and consists of the share
premium reserve of €21,211 plus the group-specific provision (formerly the general value adjustments) and the contractually required
reserve. On December 31, 2011, the fund amounted (rounded) to €999,444 (2010: €876,622).
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Annexes

List of abbreviations

GENERAL ABBREVIATIONS:

ALCO: Asset and Liability Management Committee

AUD: Australian dollar

Basel II: Basel Committee on Banking Supervision

CAD: Canadian dollar

DFI: Development Finance Institution

EDIS: Economic Development Impact Score

E&S: Environmental and Social

ESG: Environmental, Social and Corporate Governance

FTE: Full-Time Equivalent

MW: Megawatt

NGOs: non-governmental organizations

REDD: Reduced Emissions from Deforestation and Degradation of
forests scheme

SMART: specific, measurable, achievable, realistic and time-bound;

SME: small and medium-sized enterprises

Wift: Wet op het financieel toezicht (Dutch Act on Financial

Supervision)
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ORGANIZATIONS:

BIS: Bank for International Settlements

DEG: Deutsche Investitions- und Entwicklungsgesellschaft
mbH(German Investment Corporation)

EDFI: European Development Finance Institutions

EIB: European Investment Bank

IFC: International Finance Corporation

IFRS: International Financial Reporting Standard(s)

IDH: Initiatief Duurzame Handel (Sustainable trade initiative)

FMO: Nederlandse Financierings-Maatschappij voor
Ontwikkelingslanden N.V. (Netherlands Development Finance
Company)

GRI: Global Reporting Initiative

KPMG: KPMG N.V.

OECD: Organisation for Economic Co-operation and Development

WWEF: World Wildlife Fund

UNEP-FI: United Nations Environment Programme Finance Initiative
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Additional Information
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