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20:07.
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Management’s Discussion and Analysis

1. Overview

The: Asian Development Bank (ADB) is an international development finance institution whose
vision is an Asia and Pacific region free of poverty. In pursuing its objectives, ADB provides
diffarent forms of financial assistance to its developing member countries (DMCs). The main
ins'ruments are loans, technical assistance, grants, guarantees, and equity investments, which are
met through various funding resources. Such funding resources are ADB's ordinary capital
resources (OCR) and Special Funds resources to fund operations solely under ADB's
adrministration; and various trust funds, which are externally funded and administered by ADB on
behalf of donors. These trust funds are not included in the quarterly financial statements and in this
management's discussion and analysis. The Charter requires that each funding resource be kept
separate from the others.

2. Ordinary capital resources

ADB's OCR come from three distinct sources: borrowings from capital markets; paid-in capital
prcvided by shareholders; and accumulated retained income (reserves), which provides a buffer for
risk arising from its operations. Borrowed funds, together with equity, are used to fund OCR
lending and investment activities as well as other general operations.

2.7. Basis of financial reporting

Statutory reporting. ADB prepares its financial statements in accordance with generally accepted
accounting principles applied in the United States. ADB complies with Financial Accounting .
Standard (FAS) No. 133, “Accounting for Derivative Instruments and Hedging Activities,” along with
its related amendments (collectively referred to as “FAS 133"), including FAS 155 (Accounting for
Certain Hybrid Financial Instruments, an amendment to FAS 133 and 140). FAS 133 allows hedge
ac:ounting only if certain qualifying criteria are met. An assessment of those criteria indicated that
maost of ADB's derivative transactions are highly effective in hedging the underlying transactions
an3 are appropriate for reducing funding costs. Compliance with hedge accounting will impose
undue constraints on future borrowings, loans, and hedge programs and will likely detract ADB's
efforts to effectively and efficiently minimize the funding costs for its borrowing member countries.
Accordingly, ADB elects not to adopt hedge accounting and reports all derivative instruments on
the: balance sheet at fair value while recognizing changes in the fair value of derivative instruments
for the year as part of net income.

In 2006, ADB early adopted the provisions of FAS 155, which allow fair value measurement for
hyorid financial instruments that contain embedded features that would otherwise be required to be
treated as a separate derivative instrument (bifurcated) in the reported financial statements under
FAS 133. ADB holds a small portion of hybrid financial instruments in its borrowing portfolio.

This document should be read in conjunction with ADB Annual Report issued for the year ended
31 December 2006. ADB undertakes no obligation to update any forward-looking statements
m:ide in such documents.
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Supplemental Reporting. ADB manages its balance sheet by selectively using derivatives to
mitigate the interest rate and currency risks associated with its financial assets and liabilities.
Derivative instruments are used to enhance asset/liability management of individual positions and
overall portfolios and to reduce borrowing costs. As certain financial instruments (including all
derivatives, structured borrowings, and certain investments) are recorded at their fair value while
loans, remaining borrowings, and remaining investments are recorded at carrying value, applying
FAS 133 does not fully reflect the overall economic value of ADB'’s financial position. Therefore, to
better reflect ADB’s financial position and risk management, two supplemental financial statements
are included: current value and pre-FAS 133. Applications of consistent approach on these
statements allow better analysis for management information and decision making.

Table 1 presents selected financial data on three bases: statutory basis, pre-FAS 133 basis, and
current value basis.

ADB MANAGEMENT'S DISCUSSION AND ANALYSIS: 30 September 2007
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Tablz 1: Selected Financial Data
in milion of U.S. dollars except ratio

Statutory Basis
30 September 2007 30 September 2006 31 December 2006

Net income 476 365 570
Return en Earning Assets 1.74% 1.42% 1.50%
Return on Loans 5.06% 4.91% 4.98%
Return on Investments 4.65% 4.03% 4.18%
Cost of Borrowings 4.73% 4.65% 4.81%
Equity-to-Loan Ratio 48.44% 50.85% 47.51%

Pre-FAS 133 Basis
30 September 2007 30 September 2006 31 December 2006

Net Income 531 493 706
Return on Earning Assets 1.62% 1.76% 1.86%
Return on Loans 5.13% 4.89% 4.94%
Return on Investments 4.66% 4.20% 4.27%
Cost of Borrowings 4.65% 4.21% 4.31%
Equity-to-Loan Ratio 46.68% 51.02% 47.72%

Current Value Basis
30 September 2007 30 September 2006 31 December 2006

Net Income 850 556 544
. Return on Earning Assets 2.33% 1.84% 1.31%
Return on Loans 5.14% ' 3.64% 2.58%
Return on investments 6.65% 4.90% 5.48%
Ccst of Borrowings 4.30% 3.44% 3.51%
Equity-to-Loan Ratio 49.36% 51.39% 47.90%

Note: Returns/cost of borrowings are: based on annualized income/expenses and average assetsfliabilities.

2.2. Discussion and analysis of current value

The Condensed Current Value Bajance Sheets in Table 2 present ADB's estimates of the
economic value of its financial assets and liabilities, taking into consideration the changes in market
environment. Table 3 shows the Condensed Current Value Income Statements reconciled from the
statutory basis for the nine months ended 30 September 2007. For financial instruments with no
market quotations, current value is estimated by discounting the expected cash flow streams and
applying the appropriate interest and exchange rates. The current value results may differ from the
actual net realizable value in the event of liquidation. The reversal of the FAS 133 effects removes
its impact, as these effects are part of the current value adjustments. Table 4 provides further
details and analyses of the current value adjustments.

ADB MANAGEMENT'S DISCUSSION AND ANALYSIS: 30 September 2007
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Table 2: Condensed Current Value Balance Sheets at 30 September 2007 and 31 December 2006
in thousands of U.S. doflars

30 September 2007 21 December 2006

Statutory  Reversal of Pre-FAS 133 Current Value Current Value Current Value

Basis FAS 133 Basis Adjustments Basis Basis

Due from banks 133,222 - 133,222 - 133,222 205,418
investments and accrued income 15,573,921 - 15,573,921 - 15,573,921 12.891.140'
Securities transferred under

securities lending amangement 4,278,242 - 4,278,242 - 4,278,242 1,922,901
Securities purchased under

resale arangement 346,060 - 346,060 - 346,060 432 963
Loans outstanding and accrued

interest 28,740,618 (560) 28,740,058 580,054 29,320,112 27,176,109
Provision for loan losses

and unamortized net loan

origination costs 21,276 - 21,276 . - - 21,276 {14.324)
Equity investment 786,355 - 786,355 - 786,355 655,819
Receivable from members 176,662 - 176,662 {65,410} 111,252 108,822
Receivable from swaps

Bormrowings 18,661,002 877,114 19,638,116 (977,114} 18,661,002 12,986,831

Others 520,004 3z2.017 552,021 {32.017) 520,004 655,151
Other assets 778,080 - 778,080 - 778,080 480,870
TOTAL 70,015,442 1,008,571 71,024,013 (494,487) 70,529,526 57,501,700
Borrowings and accrued

interest 32,914,092 543,803 33,457,895 (782.841) 32,675,054 27,972,473
Payable for swaps

Borrowings 17,432,575 284,177 17,716,752 (284,177) 17,432,575 12,502,403

Cthers 543,225 41,569 584,794 {41,569) 543,225 655,461
Payable under securities

lending arrangement 4,326,804 - 4,326,904 - 4,326,904 1,954,409
Accounts payabie and

other liabilities 916,511 - 816,511 - 916,511 683,814

Total Liabilities 56,133,307 869,549 57,002,856 {1,108,587) 55,894,269 43,768,560
Paid-in capital 3,789,155 - 3,789,155 - 3,789,155 3,652,800
Net notional maintenance of value

receivable {652,989) - {652,989) - {652,989) (672,899)
QOrdinary reserve 9,255,924 (2,500) 9,253,424 399,622 9,653,046 9,555,260
Special reserve 201,493 - 201,493 - 201,493 197,799
Loan loss reserve 182,100 - 182,100 - 182,100 130,100
Surplus 616,300 - 616,300 - 616,300 330,117
Cumulative revaluation adjustments

account {110,960} 110,960 - - - -
Net income’ — 30 September 2007 472,112 55,088 527,200 318,952 846,152 539,963
Accumulated other comprehensive

income 128,000 (24,528) 104,474 (104,474} - -

Total Equity 13,882,135 139,022 14,021,157 614,100 14,635,257 13,733,140
TOTAL 70,015,442 1,008,571 71,024,013 (494,487) 70,529,526 57,501,700

" Netincome after gppropriation of guarentes fees to Special Reserva
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Table 3: Condensed Current Value Income Statements for the Nine-Month Periods Ended 30 September 2007 and 2006
in thousands of U.S. dollars

30 Septamber 2007 30 September 2006
Statutory R:::r:i:;f Pre-FA§ 133 Cur.rent Value Current_ Current Value Basis
Basis Basis Adjustments  Value Basis
Effacts
REVENUE
Frem loans 1,062,331 - 1,062,331 - 1,062,331 892,402
From investments 500,855 - 500,855 - 500,855 401,936
From guarantees 3,695 - 3,695 - 3,695 31477
_Frem other sources - net 74.660 - 74,660 - 74.660 32,853
_T:tal Revenue 1,641,541 - 1,641,541 - 1,641,541 1,330,378
EXFENSES
Boowings and related expenses 1,017,451 - 1,017,451 - 1,017,451 801,379
Adminisirative expenses 100,519 - 100,519 - 100,519 108,436
Tezhnical assistance to member
¢ untries (512) - {512} - (512) (739)
Prwision for losses (427) - (427) 427 - -
_Otier expenses 2,681 - 2,681 - 2,681 2,328
Total Expenses 1,119,712 - 1,118,712 427 1,120,139 911,404
Net realized gains 9,057 - 9,057 - 9,057 68,815
Net unrealized (losses) gains (55,079} 55088 * 9 - 9 (11}
Cur-ent value adjustments" - - - 318,952 318,952 62,795
Provision for losses - - - 427 427 5,513
NEV INCOME 475,807 55,088 530,895 318,952 849,847 556,086

* FAS 133 adjustments are reversed as the current value adjustments incorporate the effect of net unrealized losses on derivatives, as
required by FAS 133.
® Current value adjustments include the effect of FAS 133 adjustments.

Tahle 4: Summary of Current Value Adjustments
in thousands of U.8. Dollars

Income Statement Effects

Balance Sheet Effocts as of 30 September 2007 Year to Date
Lnans After Investments Borrowings Other Less Prior Year 30 September 30 September
Swaps After Swaps Assets Effects” 2007 2006

Totil Current Value Adjustments

«n Balance Sheet 565,177 24,430 89,804 {65,410) {532,280) 81,811 (40,125)
Unr:alized gains on

nvestments” 127,889 °© 89,333
Accumulated Translation
___Adjustments 109.252 * 13,587
Totil Current Value Adjustments 318,952 62,785

* pricr Year Effects include cumulative current value adjustments on all financial instruments made in the prior years.
®Relates to unrealized gains on investments and equity investments classified as available for sale.

°Included in Other Comprehensive Income under statutory basis.

4 Relates to the translation adjustments for the period and current translation effects from FAS 133 reversals.

ADB MANAGEMENT'S DISCUSSION AND ANALYSIS: 30 September 2007
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Current Value Balance Sheets

Loans and related swaps. Most loans are made to or guaranteed by ADB members. ADB does
not sell its loans believing that there is no comparable market for them. The current value of loans
incorporates management’s best estimate of expected cash flows including interest. Estimated
cash flows from principal repayments and interest are discounted by the applicable yield curves,
which incorporates ADB's funding cost plus lending spread.

The current value also includes ADB's appropriate credit risk assessment for impaired loans. To
recognize the inherent risks in these and other potential overdue payments, the value of the loans
is adjusted through loan loss provisioning. ADB has never suffered a loss on sovereign loans
except opportunity losses resulting from the difference between payments for interest and charges
not in accordance with the loans’ contractual terms.

The positive current value adjustment of $565.2 million indicates that the average interest on loans
on an after swap basis are higher than ADB would currently originate on similar loans.

Investments and related swaps. Under both the statutory and current value bases, investment
securities and related derivatives are reported at fair values based on market quotations when
available. Otherwise, the current value is calculated using market-based valuation models
incorporating observable market data. The net positive adjustment of $24.4 million resulted from
unrealized gains on investment related swaps due to decline in USD interest rates.

Equity investments. Under both statutory and current value bases, equity investments are
reported (i) at fair value when market values are readily determinable, (ii) by applying equity
method for investments in limited partnership and certain limited liability companies, or where ADB
has the ability to exercise significant influence, or (i} at cost less permanent impairment, if any,
which represents a fair approximation of the current value.

Receivable from members. These consist of unrestricted and maybe restricted promissory notes.
The current value is based on the cash flow of the projected encashment of the promissory notes
discounted using appropriate interest rates.

Borrowings after swaps. The current value of these liabilities includes the current value of the
borrowings and their associated financial derivative instruments. The current value of these
liabilities is calculated using market-based valuation models incorporating observable market data.

The $89.9 million favorable current vaiue adjustments is due to the fact that the average cost of the
borrowings on an after swap basis is lower than the market rate at which ADB can currently obtain
new funding.

Current Value Income Statements

For the nine months ended 30 September 2007, net income was $849.8 million under the current
value basis compared with pre-FAS 133 net income of $530.9 million (see Table 3). The difference
of $318.9 million represents current value adjustments comprising of net unrealized gains of $81.8
million on all outstanding financial instruments, $127.9 million on investments classified as
available for sale, and $109.2 million on favorable translation adjustments (see Table 4).

The $318.9 million favorable current value adjustment for the nine months ended 30 September
2007 ($62.8 million favorable — 2006) represents the change in the current value of all ADB's

ADB MANAGEMENT'S DISCUSSION AND ANALYSIS: 30 September 2007
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financial instruments from 31 December 2006 to 30 September 2007. The adjustment reflects
changes in the market environment.

2.3, Risk Bearing Capacity

In 22004, the Board of Directors approved the income planning framework that established the
eqLity to loan ratio (ELR) as one of the key measures of ADB's risk bearing capacity. On the same
date, the Board of Directors also approved the full waiver of 1% front-end fees for loans approved
frorh 1 January 2004 to 30 September 2005 and waiver of 20 basis points lending spread on
sovereign loan charges for the same period. Subsequently, the Board of Directors approved the
continuation of the waivers through September 2008.

Equity-to-loan ratio. For ELR, ADB's equity capital is defined as the sum of useable paid-in
cagital, the ordinary reserve, the speciai reserve and surplus. The ELR measures the adequacy of
equity capital to absorb unexpected losses in ADB’s sovereign loan and guarantee portfolios and
the ability to generate adequate net income to absorb loss of loan income as a result of a major
noriaccrual event and at the same time match the growth in loan and guarantee portfolio. ADB has
established a target ELR of 35%. At 30 September 2007, ELR was 46.68% under the pre-FAS 133
bacsis (47.72% - 31 December 2006).

Loan Loss Provision and Loan Loss Reserve (LLR). ADB provides LLR as part of its equity for
sovereign loans and guarantees portfolio using credit risk model to estimate expected losses. In
December 20086, the Board of Directors approved the application of this concept to nonsovereign
credit exposures. In addition, loan loss provision for sovereign and nonsovereign loans that are
impaired are set up and charged to the statement of income and expenses. Hence, both expected
ancl unexpected losses are addressed through adequate ELR, LLR, and loan loss provisions.

2.4. Nonsovereign Operations with Public Borrowers

In September 2005, the Board of Directors approved lending without sovereign guarantee to non-
private entities. Such entities include state-owned enterprises, government agencies,
municipalities, and local government units. As of 30 September 2007, ADB has approved loans to
state-owned enterprises without sovereign guarantee totaling $150.0 million, $75.0 million of which
was approved during the period.

2.5. Capital and Resources

To ensure adequate risk-hearing capacity, ADB reviews its income outlook annually. Based on that
review, the Board of Gevernors approves the allocation of OCR Surplus and previous year's
allocable net income to reserves to ensure that the level is commensurate with the income planning
framework. In addition, to the extent feasible, it apportions part of that allocable net income to
Spzcial Funds to support development activities in its DMCs.

In February 2003, the Board of Directors reviewed ADB's lending and borrewing limitations and
approved the following policies to take effect immediately: (i) outstanding loan commitments
measured by the sum of outstanding disbursed and undisbursed loans, equity investments, and
guarantees’, are limited to no more than the sum of the total subscribed capital and reserves
{inzluding surplus but excluding special reserve); (ii) gross outstanding borrowings are limited to no

' ADB's financial policies require that Political Risk Guarantee be charged against lending limitations at the nominal value
of the guaranteed obligation, plus the interest that will accrue for the succeeding interest period and Partial Credit
Guarantee at the present value of the guaranteed obligation.

ADB MANAGEMENT'S DISCUSSION AND ANALYSIS: 30 September 2007
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more than the sum of callable capital from non-borrowing members, paid-in capital, and reserves
(including surplus), subject to the Charter limit of 100% of callable capital.

As of 30 September 2007, ADB’s lending headroom available was $18.5 billion ($18.2 billion - 31
December 2006). The increase in the headroom was principally due to a $2.4 billion net increase in
outstanding loans offset by $2.7 billion increase in lending authority resulting from favorable
translation adjustments, additional capital subscription, and net income for the period.

As of 30 September 2007, ADB's borrowing headroom available was $13.2 billion ($15.8 billion -
31 December 2006). The decrease in the headroom mainly resulted from $4.5 billion increase in
outstanding borrowings after swaps, offset by $1.8 biliion increase in borrowing authority due to
favorable translation adjustments and net income for the period.

2.6. Summary of financial performance

For the nine months ended 30 September 2007, net income before unrealized losses was $530.8
million, compared with $493.3 million for the same period in 2006. The increase of $37.6 million
was mainly due to the following:

e $173.9 million increase in loan income mainly due to $175.2 million net increase in interest
income and other charges and $4.0 million net recovery from assignment/sale of nonsovereign
loans to third parties, offset by $5.3 million decrease in premium on loan prepayments;

+ $83.6 million increase in investment income resulting mainly from increase in investments
portfolio and strengthening of most major currencies;

« $7.9 million reduction in administrative expenses, associated with i) $4.2 million decline in the
overall administrative expenses, from $252.8 million in 2006 to $248.6 million in 2007, i}
$12.4 million increase in deferred loan origination costs related to new loans and guarantees
that became effective during the period, offset by iii) $8.7 million decrease in expenses charged
to ADF, caused by fewer ADF projects and a decline in ADB’s total administrative expenses.
The decline in ADB’s overali administrative expenses mainly resuited from the $9.2 million one-
time enhanced separation program expenses that was fully committed in 2008, and the $8.0
million decrease in provisions for pension and post retirement medical benefit costs, partially
offset by increases in staff salaries and benefits of $7.3 million, relocation expenses of $1.9
million, business travel expenses of $1.3 million and other administrative expenses of $2.4
million; offset by

e $220.0 million increase in borrowings and related expenses due primarily to increases in the
borrowing portfolio;

« $5.1 million increase in the provision for losses which was attributed to $5.5 million write back
of provisions in 2006 resulting from repayments of loans that were previously provisioned.
During the same period in 2007, only $0.4 million provision for losses was written back
following payment of a sovereign loan in non-accrual status; and

e $3.3 million decrease in income from equity investments, primarily attributed to decrease of
$44.4 million net realized gains on disposals, offset by increase of $39.5 million proportionate
share in income of investee companies which are accounted for under the equity method and
$1.7 million dividend income for the period.

ADB MANAGEMENT'S DISCUSSION AND ANALYSIS: 30 September 2007
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Net unrealized losses of $55.1 miliion for the nine months ended 30 September 2007 ($128.7
million — 2008) incorporated unfavorable $52.4 million ($135.5 milion — 2006) FAS 133
adjustments and $2.6 million (favorable $6.8 million — 2006) translation adjustments associated
with debt issuances and derivatives in non-functional currencies. The FAS 133 adjustments are
prirnarily composed of unfavorable interest rates and foreign currencies movements associated
with borrowings related swaps of $54.9 million, loans related swaps of $19.0 million and FX
fonvards of $1.7 million, net of $24.0 million favorable adjustments related to the hybrid financial
instruments and related swaps. The reduction in net unrealized losses resulted to a net income of
$475.8 million for the nine months ended 30 September 2007 compared to a net income of $364.6
million for the same period [ast year.

The $83.1 million favorable change in FAS 133 adjustments from 2008 resulted primarily from:

o $80.6 million favorable change in the fair value of borrowings related swaps. The change
was attributed primarily to the effect of a downward shift of the US dollar yield curve in the
short to medium term compared to the same period last year. The shorter end of the curve
indicated that interest rate would be expected to decline, while over the medium term,
interest rate would be expected to gradually start climbing. At the longer end of the curve
the vield is slightly above last year's. These borrowing-related swaps are generally
intended to hedge fixed rate and/or foreign currencies borrowings. In a declining interest
rate environment, the value of these swaps would normally increase, and vice-versa;

e $18.9 million increase in the value of investments related swaps. These asset swaps
(interest and currency) are generally intended to turn long dated fixed-rate assets into US
dollar floating rate-assets. The favorable increase in the value of these swaps compared to
last year is due primarily to the strengthening of mainly the Euros and the Japanese yen,
fueled by redemption of the hedged foreign currency fixed income investments, and their

- related swaps; :

e $30.8 million increase in unrealized gains on hybrid financial instruments and their related
swaps, due primarily to the strengthening of the Japanese yen, as weill as new hybrids
issuances. These hybrid instruments are sensitive to the movements of foreign currencies,
especially the Japanese yen. Due to the application of FAS 155, any unrealized gains (or
losses) of these hybrid instruments would be offset by any unrealized losses (or gains) on
their related swaps. FAS 155 ailows any financial instruments, with embedded derivatives
that are qualified to be bifurcated, to be fair valued, thus capturing the economic hedging
relationship between the hybrids and the swaps. However, since the majority of the debts
are plain-vanilla instruments, their unrealized gains (or losses) are not captured to offset the
unrealized losses {or gains) of their related swaps, which are used to economically hedge
the debts against general movements of interest rates and foreign currencies. The majority
of the borrowings are currently recorded at amortized costs, thus no gains or losses are
recognized in the income statement (See notes B, G, and J); offset by

s $22.6 million unfavorable change in fair value of toans related swaps due primarily to a
declining interest rate environment; and

e $5.2 million decline in the value of FX forwards, which were used mainly to hedge short
term borrowings, rmainly commercial papers, in foreign currencies.

ADB MANAGEMENT'S DISCUSSION AND ANALYSIS: 30 September 2007
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3. Special Funds

In addition to OCR, ADB administers Special Funds consisting of the Asian Development Fund
(ADF); the Technical Assistance Special Fund (TASF); the Japan Special Fund (JSF), including the
Asian Currency Crisis Support Facility (ACCSF); the ADB Institute Special Fund (ADBISF); the
Asian Tsunami Fund (ATF); the Pakistan Earthquake Fund (PEF); and the Regional Cooperation
and Integration Fund (RCIF). In accordance with the Charter, each Fund is required to be kept
separate from the others. Financial statements for each Fund are prepared in accordance with
generally accepted accounting principles, except those for the ADF, which are special purpose
financial statements prepared in accordance with ADF Regulations.

3.1 Asian Development Fund

The ADF is ADB's concessional lending window from which loans are provided to DMCs with low
per capita gross national product and limited debt repayment capacity. As of 30 September 2007,
the governments of 31 donor members (regional and nonregional) have contributed to the ADF,
which is the only multilateral source of concessional assistance dedicated exclusively to the needs
of Asia and the Pacific. As part of the eighth replenishment of ADF (ADF IX), donors agreed to
provide financing in the form of grants for projects and programs of high developmental priority.

Contributed Resources. Cumulative contributions committed inclusive of discounts on
contributions due to accelerated note encashments amounted to $30.2 billion as of 30 September
2007 ($28.5 bilion — 31 December 2006), of which contributions available for operational
commitments were $29.0 billion ($26.7 billion — 31 December 2006). The $1.2 billion contributions
committed but not available ($1.8 billion — 31 December 2008) are comprised of committed
contributions that were not yet due and contributions that were tied to payment of qualified
contributions. The balance of commitment authority available for operations at 30 September 2007
increased to $1.8 billion ($501.1 million — 31 December 2006).

As of 30 September 2007, Instruments of Contributions from 28 donors were accepted to ADF IX,
which became effective in April 2005. During the period, $721.2 million contributions which are
inclusive of compensation for foregone interest were received and made available for operational
commitments. These were recognized as contributed resources in 2007. In addition, $40.0 million
was allocated to ADF from 2006 OCR net income.

Review of Activities. During the period, 10 ADF loans totaling $640.7 million were approved,
compared with 14 approvals totaling $343.8 million for the same period last year. Disbursements
for the period totaled $1,124.2 million, an increase of 37.2% from $819.5 million for the same
period in 2006.

As of 30 September 2007, 28 sovereign loans to Myanmar were in arrears and in non-accrual
status. The principal outstanding balance of these loans totaled to $480.2 million ($487.9 million —
31 December 20086), $202.1 million ($175.5 million — 31 December 2008) of which were overdue.

Grants are recognized in the financial statements upon effectivity, i.e. the agreements were signed
and all conditions are satisfied. During the period, 11 grants totaling $148.7 million (18 grants
totaling $257.6 million — 2006} became effective.

Loan Exposure. As of 30 September 2007, ADF’s outstanding sovereign loan exposure was $23.3
billion. There were no outstanding nonsovereign loans.

ADB MANAGEMENT’S DISCUSSION AND ANALYSIS: 30 September 2007
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Invastment position. The ADF investment portfolio including securities purchased under resale
arrangement amounted to $7.1 billion as of 30 September 2007 ($6.4 billion - 31 December 20086).
About 77.9% of the portfolio was invested in bank deposits and 22.1% in floating and fixed income
securities. The annualized rate of return on ADF investments was 4.6% for the nine months ended
30 September 2007 (3.9% - 2008).

3.2 Technical Assistance Special Fund

Review of activities. Technical assistance is accounted for on a commitment basis. As of 30
September 2007, total TASF resources amounted to $1,357.4 million. Of this, $1,146.8 million had
bee:n committed, leaving an uncommitted balance of $210.6 miilion. During the period, 73 technical
assistance grants totaling $62.5 million became effective while an amount of $8.7 million
corresponding to financially completed and cancelled TA projects was written back as a reduction
in tachnical assistance.

Contributions received for the period include $47.2 million from 22 donors as part of the third
regularized replenishment of TASF which became effective in April 2005 concurrently with ADF IX.
Moreover, India made a direct and voluntary contribution of Rs2.25 million ($0.05 million
equivalent) during the period.

Investment position. As of 30 September 2007, TASF investment portfolic amounted to $305.5
milion ($275.6 million - 31 December 2006). Revenue from investments for the nine months
ended 30 September 2007 increased to $10.3 million from $8.5 million for the same period in 2006
due: to increase in average volume of investments and average yield.

3.5,  Japan Special Fund

Review of activities. The technical assistance grants funded by JSF continued to support ADB’s
overarching goal to reduce poverty. In January 2007, Japan contributed ¥3.3 billion ($27.7 million
equivalent) as a regular contribution to the JSF. For the nine months period ended 30 September
2007, 36 technical assistance grants for the JSF totaling $30.1 million became effective while a
total of $2.9 million corresponding to financially completed and cancelled TA projects was written
back as a reduction in technical assistance. The uncommitted balance after taking into account
contributions, revenues, net TA grants, administrative and financial expenses was $139.8 million as
of 30 September 2007 ($130.9 million — 31 December 2006).

Investment position. The JSF investment portfolic amounted to $219.4 million as of 30
September 2007 ($208.1 million - 31 December 2006). Investment income for the nine months
pe-iod ended 30 September 2007 increased to $9.1 million from $7.7 million for the same period in
2016 due to increase in the average volume of investments and yield of time deposits.

3.3.1 Asian Currency Crisis Support Facility (ACCSF)

Review of Activities. The ACCSF was established in March 1999 for a 3-year period as an
incependent component of the JSF and was terminated on 22 March 2002. Subject to the
Gevernment of Japan's instruction, the remaining funds of $34.3 million as of 30 September 2007
will be retained in the ACCSF until the completion of related TA disbursements and administrative
matters.

ADB MANAGEMENT'S DISCUSSION AND ANALYSIS: 30 September 2007
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3.4. ADB Institute Special Fund (ADBISF)

The costs for operating the ADB Institute are met from ADBISF, which is administered by ADB in
accordance with the Statute of ADB Institute. As of 30 September 2007, the balance of net current
assets excluding property, furniture, and equipment available for future projects and programs of
the ADB Institute was $9.9 million.

3.5. Asian Tsunami Fund (ATF)

Review of Activities. As of 30 September 2007, total ATF resources amounted to $611.7 million,
of which $575.6 million has been committed, leaving an uncommitted balance of $36.1 million.
Grants for technical assistance and investment projects are accounted for on a commitment basis.

3.6. Pakistan Earthquake Fund (PEF)

Review of Activities. In March and May 2007, Belgium and Norway contributed $4.4 million and
$5.0 million, respectively, by way of a debt-for-development swap where Pakistan deposited to the
Fund the equivalent rupee of the cancelled debt. Two more installments of €3.3 million and $5.0
million each are expected to be made by the respective donors within the next eight months.

As of 30 September 2007, total PEF resources amounted to $126.5 million. Of this, $110.1 million
has been committed, leaving an uncommitted baiance of $16.4 million.

3.7. Regional Cooperation and Integration Fund (RCIF)

The RCIF was established in February 2007 in response to the increasing demand for regional
cooperation and integration activities among ADB's member countries in Asia and the Pacific. In
May 2007, ADB contributed $40.0 million to the Fund, which was an ailocation from OCR’s 2006
net income. '

As of 30 September 2007, total resources amounted to $40.7 million, with $0.7 million coming from
investment income. Of this, $0.4 million has been committed, leaving an uncommitted balance of
$40.3 million.

ADB MANAGEMENT'S DISCUSSION AND ANALYSIS: 30 September 2007
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ASIAN DEVELOPMIINT BANK - ORDINARY CAPITAL RESQOURCES
CONDENSED BALLNCE SHEET

30 September 2007 and 31 December 2006

Expressed in Thousinds of United States Dollars (Note B)

OCR

30 September
{Unaudited) 31 December
ASSETS
DUE FROM BANKS $ 133,222 3 205,418
INVESTMENTS {(No e C) 15,421,108 12,764 432
SECURITIES TRAN SFERRED UNDER SECURITIES LENDING ARRANGEMENT (Notes C and Iy 4,278,242 1,922 901
SECURITIES PURCHASED UNDER RESALE ARRANGEMENT (Notes C and D) 346,080 432,963
LOANS QUTSTANLCING (Notes B, E and G)
{Including FAS 173 agjustment of $560 - 30 September 2007, $643 - 31 December 2006,
unamortized net |2an crigination costs of $36,470 - 30 September 2007, $14,015- 31 December 2008,
net of provision for loan losses of $15,194 - 30 September 2007, $28,339 - 31 December 2008) 28,376,321 26,177 406
EQUITY INVESTMENTS (Note H} 786,355 655,819
ACCRUED INCOME. 538,387 394,360
RECEIVABLE FROM MEMBERS 176,662 173,667
RECEIVABLE FROIM SWAPS (Notes G and J}
Borrowings $18,661.002 $12,986,831
Others 520,003 18,184,006 __ 655,151 13,641,982
OTHER ASSETS
Property, furnitur2, and equipment 165,162 158,699
Investment related receivables 434,774 188,335
Unamortized isst. ance cost of borrowings 58,760 43,747
Miscellaneaus (hote ) 129,385 778,080 90,089 480,870
TOTAL $ 70,015,442 $ 56,849,818
LIABILITIES, CAPITAL, AND RESERVES
BORROWINGS (Nites G and J)
At amortized cos. $29,381,689 $25,495,393
At fair vaiue 2,970,574 $ 32,352,263 2,112,378 § 2786077714
ACCRUED INTEREST ON BORROWINGS 561,828 303,061
PAYABLE FOR SWAPS (Notes G and J)
Borrowings 17,432,575 12,502,403
Others 543,225 17,975,800 655,461 13,157,864
PAYABLE UNDER 3ECURITIES LENDING ARRANGEMENT {Note D) 4,326,904 1,854,409
AGCOUNTS PAYAILE AND OTHER LIABILITIES
Investment relat::d payables 491,968 270,550
Undisbursed tec inical assistance commitments 2,659 4727
Accrued pensior and posiretirement medical benefit costs 311,181 288,517
Miscellaneous (totes F and [} 150,703 916,511 120,020 583,814
Total liabitiies 56,133,307 43,706,919
CAPITAL AND RESERVES (OCR - 4)
Capital Stock (N 3te K}
Subscribed ($DR35,463,110,000 - 30 September 2007, SDR35,342,300,000 - 31 December 2008) 55,203,850 532,168,956
Less -"callablz" shares subscribed 51,320,991 49,429 394
“Paid-in® shares subscribed 3,882,659 3,739,562
Less - subscription instaliments not due 16,382 15,138
Subscription installments matured 3,863,267 3,724 424
Less - capital transferred to the Asian Development Fund 74,112 71,624
3,789,155 3,652,800
Net notional amaunts required to maintain value of currency holdings (652,980} (672,899)
Ordinary reserve: (Note K) 9,255,924 8,983,737
Special reserve (Note K) 201,493 197,799
Loan Joss resene (Notes B and K} 182,100 130,100
Surplus (Note K) 616,300 330,117
Cumulative revz luation agjustments account {(Note K) (110,959) 27,519
Net income afte - appropriation
For the calendar year 2006 {Note K} - 565,886
For the nine- nonth period ended 30 September 2007 (OCR-2) 472,112 -
Accumulated other comprehensive income (OCR-4 129,000 (82.,160)
Total Cap'lal and Reserves 13,882,135 13,142,699
TOTAL $ 70,015,442 $ 56,849,818

The accompanyin¢ rotes are an integral part of these financial statements (OCR-5).
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ASIAN DEVELOPMENT BANK - ORDINARY CAPITAL RESOURCES
CONDENSED STATEMENT OF INCOME AND EXPENSES

For the Nine-Month Periods Ended 30 September 2007 and 2006
Expressec in Thousands of United States Dollars {Note B)

2007 2006
{Unaudited) {Unaudited)
REVENUE (Note L} )
From loans (Note E}) $ 1,062,331 $ 892,402
From investments (Note C} 500,855 401,936
From guarantees 3,695 3,177
From ather sources - net 74,660 32,863
TOTAL REVENUE 1,641,541 1,330,378
EXPENSES (Note L)
Borrowings and refated expenses 1,017,451 801,379
Administrative expenses 100,518 108,436
Technical assistance to member countries (512} (739}
Provision for logsses (Note E} {427y : {5,513)
Other expenses 2,681 2,328
TOTAL EXPENSES 1,119,712 905,891
NET REALIZED GAINS (LOSSES)
From loans 3,980 -
From investments (3,050) 12,289
Fram equity investments 8,183 52,545
From borrowings (108) 3,865
Others 40 116
9,057 68,815
NET UNREALIZED LOSSES {Notes J and L) (55,079) {128,736)
NET INCOME $ 475,807 $ 364,566

The accompanying nctes are an integral part of these financial statements {QCR-5}).




ASIAN DEVELOPMENT BANK - ORDINARY CAPITAL RESOURCES
CONDENSED STATEMENT OF CASH FLLOWS

For th2 Nine-Month Periods ended 30 September 2007 and 2006
Expretsed in Thousands of United States Dollars {Note B)

OCR-3

CASH FLOWS FROM OPERATING ACTIVITIES
Interrest and other charges on loans received
Interest on investments received
Inte:rest received for securities und 2r resale arrangement
Inte:rest and other financial expens 2s paid
Adininistrative expenses paid
Technical assistance disbursed
Others - net

Net Cash Provided By Operating Activities

CASE FLOWS FROM INVESTING ACTIVITIES
Net investments
Ne! receipts from securities under resale arrangement
Nel currency and interest rate swass
Pricipal cotlecied on loans
Loiins disbursed
Others

Net Cash Used in Investing Activities

CASF FLOWS FROM FINANCING ACTIVITIES
Net praceeds of new borrowings
Borrowings redeemed
Issuance expenses paid
Net currency and interest rate swaps
Payments from members
Resources transferred to ADF
Resources fransferred to RCIF
Resources transferred to TASF
Re sources received from ATF

Net Cash Provided by Financing Activities

Effec! of Exchange Rate Changes on Due from Banks
Net {[Decrease) Increase in Due from Banks

Due from Banks at Beginning of Period

Due from Banks at End of Period

2007

{Unaudited)

$ 805523
440,432
13.618
(764,077)
{100,367)
(1,328)

7,958

401,759

(2,337,823)
79,035
(11,845)
1,000,694
(2,871,127)

{10,825
(4.151,891)

10,842,011
{7,205,208)
(24.334)

129,927
10,140
(40,000)
(40,000)

3,672,536
5,400
(72,196)
205,418

3 133,222

|

2006

{Unaudited)

3 713,775
349,090
8,737
(599,929)
(90,738)
(2779

20,813

398,965

(2,484,474}
713,928
(55,969)
1,202,999
(1,627,367)
42,439

(2,208 .444)

5,393,435
(3,533,716)
(14,995)
49,966
21,029
(40,000}

(20,000)
10,000

1,865,718
(6,466)

49,778

81,662

$ 131440

The z.ccompanying notes are an integral part of these financial statements (OCR-5).
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ASIAN DEVELOPMENT BANK - ORDINARY CAPITAL RESOURCES
CONDENSED STATEMENT OF CHANGES IN CAPITAL AND RESERVES
For the Nine-Month Periods Ended 30 September 2007 and 2006
Expressed in Thousands of United States Dollars {Note B}

2007 2008
{Unaudited) {Unaudited)
Balance, 1 January
Before cumutative effect of FAS 155 adjusiments $ 13,142,899 § 12,297,140
Cumulative effect of FAS 155 to:
Prior Year Net income $ - $ 107,700
Cumulative Revaluation Adjustment Account - (9,237}
Accumulated Other Comprehensive Income - - 20,108 148,571
Adjusted balance, 1 January 13,142,899 12,415,711
Comprehensive income for the period:
Net income for the period {OCR-2) 475,807 364,566
Other comprehensive incame far the period 211,160 686,967 100,450 4650186
Subscriptions received 7,353 17,914
Change in SDR values 129,002 117,673
Change in Ordinary Reserve (23,996) {21,272)
Notional MOV 19,910 (57,094)
Aliocation to ADF (40,000) (40,000)
Allocation to RCIF (40,000) -
Allocation to TASF - (20,000)
Allocation from ATF - 10,000
Balance at end of period § 13,862,135 $ 12,887,948
Accumulated Other Comprehensive lncome
For the Nine-Month Periods Ended 30 Septembar 2007 and 2006
Expressed in Thousands of United States Dollars (Note B}
FAS 133 Accumulated Translation Unrezalized Investment Minimum Pension Accumutated Other
Adjustments and Amortizations Adiustments Holding Gains (Losses) Liabiiity Adjustment Comprehensive income
{Unaudited) {Unaudited) [Unaudited) {Unaudited) {Unauditad)
2007 2006 2007 2006 2007 2006 2007 2008 2007 2006
Balance, 1 January $ (1,154} § (2,566) § (200,039) $ (246882) § 200,584 3§ 30,087 § {81,551) % {4,931) § (82160) § (224,082}
Cumulative Effect of FAS 155 - - - 20,108 - - - - - 20,108
Adjusted balance, 1 January {1,154) {2,566) {200,038) {226,574) 200,584 30,097 (81,551) {4,931) (82,160} (203,974}
Amorization 775 1,154 - - - - - - 775 1,154
Other comprehensive
income for the period - - 82,497 9,863 127,688 89,333 - - 210,385 99 296
Balance, 30 September $  (379) $  (1412) $ (117.542) $ (216611) § 328472 § 115430 § (81551) B (4,931 $ 120,000 §  {103.524)

The accampanying notes are an integral pait of these financial statements (OCR-5}).
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ASIAN DEVELOPMENT BANK - ORDINARY CAPITAL RESCURCES

NOTES TO CONDENSED FINANCIAL STATEMENTS

For the Nine-Month Periods Ended 30 September 2007 and 2006
{(Unaudited)

NOTE A - INTERIM FINANCIAL INFORMATION

These unaudited condensed interim financial statements should be read
in conjunction with the 31 December 2006 financial statements and the
notes included therein. In the opinion of the Management, all
material adjustments necessary for a fair statement of the results of
operations for the nine-month periods ended 30 September 2007 and
2006 have been included. The results of operations for interim
periods are not necessarily indicative cof the results to be expected
for the full year.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The currencies of all members are functional currencies as these are
the currencies of the primary economic environments in which® ADB
generates and expends cash. The reporting currency is the United
States dollar, and the financial statements are expressed in
thousands of current United States dollars.

The preparation of the financial statements in conformity with
generally accepted accounting principles requires Management to make
estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent liabilities at the end
of the period and the reported amounts of revenues and expenses
during the period. The actual results could differ from those
estimates.

In February 2006, the Financial Acccunting Standards Bocard (FASB)
issued FAS 155, “Accounting for Certain Hybrid Financial Instruments,
an amendment of TASB Statements No. 133 and 140.” ADB has decided to
early adopt the provisions that allow to report at fair value any
hybrid financial instrument that contains embedded derivatives that
would otherwise be bifurcated under FAS 133. ADB adopted FAS 155
effective 1 January 2006, and its cumulative effects are reported as
increase in Reserves by $118,571,000, comprising of gross gains and
losses of 5126,276,000 and $7,705,000, respectively.

In September 2006, FASE issued FAS 158, “Employers’ Accounting for
Defined Benefit Zension and Other Postretirement Plans, an amendment
of FASB Statements No. 87,88,106, and 132(R})”. This statement
improves financial reporting by requiring an employer to recognize
the overfunded or underfunded status Jf a defined benefit
postretirement plan as an asset or liability in its statement of
financial position and to recognize changes in that funded status in
the year in which the changes occur through comprehensive income of a
business entity. ADB opted to early adopt FAS 158 for the fiscal
year ended 31 December 2006.

In February 2007, FASB issued FAS 159, "“Fair value Option for
Financial Assets and Financial Liabilities”. This statement expands
the scope of financial instruments that may be carried at fair value.
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it offers an irrevocable option to carry the wvast majority of
financial assets and liabilities at fair value, with changes in fair
value recorded in earnings. This statement will be effective for
financial statements to be issued after 31 December 2007 simultaneous
with the adoption of FAS 157 “Fair Value Measurements”, which
emphasizes the definition of fair value for financial statement
purposes.

In December 2006, the Board approved the revision of the loan loss
methodology for ADB's nonsovereign operations to a risk-based model.
The assessment applies the concept of expected loss to establish leoss
provision and loss reserve, similar to the concept applied to ADB's
sovereign operaticns approved in 2004. This revision brought about
changes to the loss provision estimates in 2006 and brought about
additional loan loss reserve for nonsovereign operations in 2007, as
an allocation of 2006 net income.

NOTE C - INVESTMENTS

All investment securities and negotiable certificate of deposits held
as of 30 September 2007 and 31 December 2006 other than derivative
instruments are considered “Available for Sale” and are reported at
estimated fair value, which represents their fair market value. Time
deposits are reported at cost, which is a reasonable estimate of fair
value. Unrealized gains and losses are reported in "CAPITAL AND
RESERVES™ as part of “Accumulated other comprehensive income.”
Realized gains and losses are measured by the difference between
amortized cost and the net proceeds of sales. With respect to
futures, realized gains or losses are recognized in income based on
daily settlement of the net cash margin.

Interest on investment securities and time deposits are recognized
as realized and reported net of amortizations of premium and
discounts.

The estimated fair value of the investments by contractual maturity
as of 30 September 2007 and 31 December 2006 are as follows:

30 September 2007 31 December 2006

Due in one year or less $10,313,107,000 $ 7,212,736,000
Due after one year to

five years 3,431,589,000 4,1i8,196,000
Due after five years to

ten years 1,676,412, 000 1,433,500,000

Total 515,423,108, 000 $12,764,432,000
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NOTE D - SECURITIES TRANSFERRED UNDER SECURITIES LENDING ARRANGEMENT
AND SECURITIES PURCHASED UNDER RESALE ARRANGEMENT

ADB accounts for transfers of financial assets in accordance with FAS
140, "Accounting for Transfers and Servicing of Financial Assets and
Extinguishments of Liabilities - a replacement of FAS 1253." 1In
general, transfers are accounted for as sales when control over the
transferred assets has been relinguished. Otherwise, the transfers
are accounted for as repurchase/resale agreements and collateralized
financing arrangements. Securities transferred under securities
lending arrangements are recorded as assets and reported at estimated
fair value and the cash collateral received 1is recorded as a
liability. Securities received under resale arrangements are neither
recorded on BDB’s balance sheet nor re-pledged under securities
lending arrangements. ADB monitors the fair value of the securities
received under resale arrangements, and if necessary, requires
additional collateral.

NOTE E - LOANS

As of 30 September 2007 and 31 December 2006, outstanding loans to
borrowers that exceeded 5% of total loans are as follows:

Borrower/Guarantor 30 September 2007 31 December 2006
Indonesia ) $ 8,585,703,000 $ 8,748,836,000
China, People’s Republic of 6,899,944,000 6,341,338,000
India 4,563,2985,000 3,611,756,000
Philippines 3,2%7,796,000 3,094,419,000
Pakistan 2,733,452,000 2,260,667,000
Others (individually less .
than 5% of total lcans) 2,274,855,000 2,134,714,000
Total loans $28,355,045,000 3 26,191,730,000
Provision for loan losses (15,184,000 (28,339,000}

Unamortized net loan origination

costs 36,470,000 14,015,000
Net loans outstanding 528,376,321,000 $ 26,177,406,000

Loans outstanding as of 30 September 2007 include nonsovereign loans
amounting to $1,184,990,000 (5856,647,000 - 31 December 2006).

The undisbursed balance of approved loans as of 30 September 2007
was 516,870,752,000(5$16,768,163,000 - 31 December 2006). This
included an undisbursed balance of approved nonsovereign loans
amounting to $980,636,000($778,745,000 - 31 December 2006}, of which
$224,000,000 is for public borrowers. Of the undisbursed balance,
ADB has made irrevocable commitments to disburse various amounts
totaling $248,019,000 ($237,230,000 - 31 December 2006).
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Change in Commitment Charge Policy

ADE has levied a commitment fee of 75 basis points on a progressive
structure of undisbursed balances of sovereign project loans and a
flat fee of 75 basis points on the full undisbursed balances of
sovereign program loans. In November 2006, the Board approved a
change in the commitment charge policy for all sovereign project
LIBOR-based loans negctiated after 1 January 2007, from 75 basis
peints on a progressive structure of undisbursed loan balances to a
flat fee of 35 basis points on the full amount of undisbursed
balances. s cof 30 September 2007, eleven sovereign project loans
were subject to the new policy.

In April 2007, the Board approved the waiver of 10 basis points of
the commitment charge on the undisbursed balances cf sovereign
project loans negotiated after 1 January 2007 and 50 basis points of
the commitment charge on the undisbursed balances of sovereign
program loans. The commitment charge waiver is applicable to all
interest periods commencing from 1 January 2007 up to and including
30 June 2008. As of 30 September 2007, a total of $5,318,000
commitment charge was waived following this policy.

Waivers of Lending Spread and Front-End Fee

In 2004, the Board of Directors approved the waiver of 20 basis
points of the lending spread on sovereign loans cutstanding from 1
July 2004 - 30 June 2005 for borrowers that do not have loans in
arrears and the waiver of the entire 1% front-end fee on all new
sovereign loans approved during 1 January 2004 to 30 June 2005
(waiver of 50 basis points of front-end fee on sovereign loans

approved in 2003). Subseguently, the policy was extended to cover
the period up to June 2008. Front-end fees waived during the period
totaled $50,855,000(%25,585,000 - 2006). Lendirng spread waiver

reduced the loan income by $38,53%,000 for the period ended 30
September 2007 ($33,639,000 - 2006).

Overdue Amounts

One sovereign loan was in non-accrual status as of 30 September 2007
(twe - 31 December 2006). The principal amount outstanding as of 30
September 2007 was $2,300,000 (%$6,116,000 - 31 December 2006) of
which $822,000 {$1,056,000) was overdue.

Four nonsovereign loans were in non-accrual status as of 30 September
2007 (six - 31 December 2006). The principal amount ocutstanding as of
30 September 2007 was $16,507,000 (529,741,000 - 31 December Z2006),
of which §9,123,000 ($21,820,000 - 31 December 2006) was overdue.
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Provision for Loan Losses

The changes in the provision for loan losses during the first half
of 2007 and 2006 are as follows:

30 September 2007 30 September 2006
Sovereign * Nonsovereign Total Sovereign Nonsovereign Total
Balance 1 January § 6,116,000 $ 22,223,000 $ 28,339,000 $ 2,300,000 $ 77,164,000 § 79,464,000
Provisien written back (428,000} - {428,000} - (5,513,900) (5,513,000}
Provision written off - (12,717,000} {12,.717,000) - (16, 874.900) {18,874, 000}
Translation adjustmants - - - - {31,000} {31,000}
Balance 30 September $ 5,688,000 5 9,506,000 5 15,194,000 $ 2,300,000 5 52,746,000 $ 55,046,000

NOTE F - GUARANTEES

ADE extends guarantees to sovereign and nonsovereign borrowers. Such
guarantees include (i) partial credit guarantees where only certain
principal and/or interest payments are covered; and (ii) political
risk guarantees, which provide coverage against well-defined
sovereign risks. While counterguarantees from the host government are
required for all sovereign guarantees, guarantees for nonsovereign
projects may be provided with or without a host government
counterguarantee, A counterguarantee takes the form of a member
government agreement to indemnify ADB for any payment it makes under
the guarantee. In the event that a guarantee is called, ADB has the
contractual right to require payment from the government, on demand,
or as ADB may otherwise direct.

Guaranteed payments under partial credit guarantees are generally due
ten or more years from the loan inception date. ADB’s political risk
guarantee is callable when a guaranteed event has occurred and such
an event has resulted in debt service default to the guaranteed
lender.

The committed and outstanding amounts of guarantee obligations as of
30 September 2007 and 31 December 2006 covered:

30 September 2007 31 December 2006
Qutstanding
Committed Amount ODutstanding Amount Committed Amcunt Amount
Partial Credit Guarantees

with counterguarantee 5 580, 975,000 $ 947,531,000 $ 1,004,095,000 $ 976,434,000
without counterguarantce 278,252,000 271,967,000 111,660,000 110,180,000
1,25%,227,000 1,219, 498,000 1,115,755, 000 1,086,614,000

Political Risk Guarantaen -
with counterguarantee 146,783,000 129,053,000 146,494,000 120,943,000
without counterguarantoe 30,462,000 27,306,000 30,507,000 28,695,000
177,245, GO0 156,358,000 177,001,000 149,638,300
others 950, 000 950,000 430,000 950,500

Total $ 1,437,422,000 § 1,376,807,000 § 1,293,706,000 § 1,237,202,000
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None of these amounis were subject to call as of 30 September 2007
and 31 December 2006. The committed amount represents the maximum
potential amount of undiscounted future payment that ADB could be
required tc make, inclusive of stand-by portion for which ADB is
committed but not currently at risk. The outstanding amount
represents the guaranteed amount utilized under the related loans,
which have been disbursed as of the end of a reporting period,
exclusive of the stand-by portion. ADB estimates that the present
value of guarantees outstanding as at 30 September 2007 was
$945,230,000(5825,363,000 — 31 December 2006).

As of 30 September 2007, a total liability of $14,336,000
($10,544,000 - 31 December 2006) relating to stand-by ready
obligation for three partial credit risk guarantees and two political
risk guarantees has been included in “Miscellaneous liabilities” on
the balance sheet.

NOTE G — DERIVATIVE INSTRUMENTS

ADB uses derivative instruments for asset/liability management of
individual positions and portfolios, as well as for the reducticn of
transaction costs. In applying FAS 133 for the purpose of financial
statement reporting, ADB has elected not to define any qualifying
hedging relationships. Rather, all derivative instruments, as
defined by FAS 133, have been marked to fair value, and all changes
in the fair value have been recognized in net income. ADB has
elected not to define any qualifying hedging relationships, not
because economic hedges do not exist, but rather because the
application of FAS 133 hedging criteria does not make fully evident
ADB’s risk management strategies.

The initial application of FAS 133 gave rise to a transition
adjustment in 2001, which was reported in other comprehensive income
and earnings. The allocation Dbetween net income and other
comprehensive income was based upon the economic hedging
relationships that existed before the initial application of this
statement.

Included in Receivable/Payable from Swaps-Others are interest rate
and currency swaps that ADE has entered intec for the purpose of
hedging specific investments and loans. The loan related swaps were
executed to better align the composition of certain outstanding loans with
funding sources and provide borrowers with the flexibility to better manage
their financial risks.

NQTE H - EQUITY INVESTMENTS

All equity investments are considered as “Available for Sale” and
are reported at estimated fair value.

Investments in equity securities with readily determinable market
price are reported at fair value, with unrealized gains and losses
excluded from net income and reported in “CAPITAL AND RESERVES” as
part of “Accumulated other comprehensive income.” Investments in
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equity securities without readily determinable fair wvalues are
reported at cost or at impaired value, for investments where the
impairment is deemed other than temporary. ADB applies equity method
of accounting to investments in limited partnership and certain
limited liability corporations aggregating to $187, 652,000
($123,081,000 ~ 31 December 2006).

NOTE I - OTHER ASSETS AND LIABILITIES - MISCELLANEOUS
Included in miscellanecus assets and miscellaneous liabilities are
receivables from/payables to special funds and trust funds resulting

from administrative arrangements and cperating activities:

30 September 2007 31 December 2006

Bmounts Receivable from:

Asian Development Fund 545,669,000 $25,970,000
Technical Assicstance Special Fund 213,000 87,000
Japan Special Fund 55,000 125,000
Asian Tsunami Fund 190,000 253,000
Pakistan Earthcuake Fund 0 -
Asian Development Bank Institute

Special Fund © 417,000 254,000
Staff Retirement Plan 13,315,000 -
Agency Trust Funds (net) 504,000 . 686, 000

Total 560,403,000 527,385,000

" Bmounts Payable to:
Staff Retirement Plan S - ) 451,000

0 is less than $500
NOTE J - BORROWINGS

Borrowings are generally reported on the balance sheet at their
carrying book walue adjusted for any unamcrtized discounts or
premium. As par: of its borrowing strategy, ADE issues structured
debt, which includes embedded derivatives in order to reduce its cost
of borrowings. ADB simultaneously enters into currency and/or
interest rate swaps to fully hedge the structured debt.

Upon the adoption of FAS 155 on 1 January 2006, ADB no longer
bifurcates the embedded derivatives in the structured debt portfolio
+hat meet the bifurcation criteria under FAS 133. Instead, ADB
reports at fair value any structured debt that contains embedded
derivatives that would otherwise be bifurcated under FAS 133, and
changes in fair value are reported in net income.

The weighted average cost of borrowings outstanding after swaps as
cf 30 September 2007 was 4.73% {4.65% - 2006).
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NOTE K - CAPITAL AND RESERVES

The authorized capital stock of ADB as cf 30 September 2007 consists
of 3,546,311 (3,534,230 - 31 December 2006} shares amcunting to
SDR35, 463,110,000 (SDR35, 342,300,000 - 31 December 2006) all of which
have been subscribed. Of the subscribed shares, 3,296,887 (3,285,655
- 31 December 2006) shares are "callakle”, and 249,424 {248,575 - 31
December 2006) shares are "paid-in". The "callable" share capital is
subject to call only when required to meet the obligations of ADB on
borrowings of funds for inclusion in its ordinary capital resources
or on guarantees chargeable to such resources. The "paid-in" share
capital has been paid or is payable in installments.

In May 2007, the Board of Governors approved the allocation of 2006
net income, after appropriation cof guarantee fees to special reserve
of $565,886,000, and addition from Cumulative Revaluation Adjustments
{(CRA) account of $138,479,000 to Loan Loss Reserve for $52,000,000;
to Surplus and to Ordinary Reserve for $286,183,000 each; and to
Asian Development Fund (ADF) and Regicnal Cooperation and Integration
Fund (RCIF) for $40,000,000 each.

As of 30 September 2007, the value of the SDR in terms of the United
States dollar was 51.55665 ($1.5044 - 31 December 2006) giving a
value for each share of ADB's capital eguivalent to 515,566.50
{$15,044.00 - 31 December 2006).

During the first gquarter of 2007, Georgia became ADB's 67" member,
subscribing to 12,081 shares of ADB’s capital stock.

NOTE L - INCCME AND EXFENSES

The average yield on the loan portfolioc for the nine-month period
ended 30 September 2007 was 5.06% (4.91% - 2006) excluding premium
received on prepayment and cother loan income.

The annualized rate of return on the average investments held during
the nine-month period ended 30 September 2007 including securities
transferred under securities lending and securities purchased under
resale arrangement, based on the portfolio held at the beginning and
end of each month, was 4.65%{4.03% - 2006} excluding unrealized gains
and losses on investments, and 5.13% {4.17% - 2006} including
unrealized gains and losses on investments.

Administrative expenses (other than those pertaining directly to
ordinary operations and special operatiocns) for the nine-month period
ended 30 September 2007 were apportioned between OCR and the ADF in
the proportion of the relative volume of operational activities. Of
rhe total administrative expenses for the nine-month period ended 30
September 2007 of $248,591,000 ($252,779,000 - 2006), $120,946,000
{$129,659,000 - 2006} was accerdingly charged to the ADF. The balance
of administrative expenses after allocation was reduced by the
deferred direct loan origination costs cof $27,126,00C (514,684,000 -
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2006) related to new loans and guarantees that became effective for
the period ended 30 September 2007.

Following the appreval by the Board of Directors in June 2003 of the
resumption of direct net income allocation to TASF to finance
technical assistance [TR) operations, no new TA commitments during
the period were charged to OCR current income as “TECHNICAL
ASSISTANCE TO MEMBER COUNTRIES”. Accordingly, the write back in the
amount of $512,000 ($739,000 - 2006) for the period represented net
cancellations of the undisbursed amounts of completed TR projects
committed in prior periods.

During the nine-month period ended 30 September 2007, provision for
loan. losses amounting to 5428,000 was written back following
collections of overdue loan service payments from a sovereign loan.
During the same period in 2006, the amount of $5,513,000 was also
written back as a result of repayments for nonsovereign loans.

Other expenses of §2,680,000 ($2,328,000 - 2006} included non-
borrowings related financial expenses such as fees paid to external
asset managers and bank charges.

Net unrealized losses include FAS 133 adjustments of $52,443,000
($135,489,000 - 2006} and translation adjustments of $2,636,000
{gains of §6,753,000 - 2006) associated with holdings in non-
functional curreacies.

FAS 133 adjustments were composed of:

30 September 2007 30 September 2006

Unrealized gains (losses) on:
Hybrid financial instruments

and related swaps $ 24,019,000 S (6,814,000}
Borrowings related swaps (54,892,000} (115,501, 000)
Investments related swaps (22,000) (18,964,000)
Loans related swaps {19,024,000) 3,545,000
FX Forward {1,667,000) 3,564,000

Amortization of the FAS 133
transition adjustments {857,000) {1,319,000)

Total $(52,443,000) $(135,48%,000)




ASIAN DEVELOPMENT BANK - ASIAN DEVELOPMEMNT FUND

CONDENSED SPECIAL PURPOSE STATEMENT OF ASSETS, LIABILITIES, AND FUND BALANCES

30 September 2007 ar d 31 December 2006

Expressed in Thousand s of United States Dollars (Note B)

ADF-1

30 September

ASSETS {Unaudited) 31 December
DUE FRCM BANKS $ 52,908 3 2,602
INVESTMENTS {Note 12} 7,021,138 6,385,327
SECURITIES PURCHA.SED UNDER
RESALE ARRANGIZMENT (Notes C and D} 32,47 55,085
LOANS OUTSTANDIN 5 {Note E) 23,263,733 21,522,213
ACCRUED REVENUE 103,279 83,710
DUE FROM CONTRIBIJTORS 1,736,381 1,675,849
OTHER ASSETS 28,707 25,420
TOTAL $ 32,238,617 $ 29,750,206
LIABILITIES AND FUND BALANCES
ACCOUNTS PAYABLE. AND OTHER LIABILITIES :
Advance payments on contributions $ 101,664 3 102,440
Payable to related funds (Note F) 47,042 28,621
Undisbursed grant zommitments {Note I) 464 465 355,857
Miscellaneous 89.857 15,818
Total Liabilities 703,028 502,736
FUND BALANCES
Amounts available for operational commitments
Contributed Reuources (Note G) $ 28,226,539 $ 25957183
Unamortized disicount (47.354) 28,179,185 (33.537) 25,963,646
Set-aside Reso Jrces 74,111 71,624
Transfers from Jrdinary Capital Resources and
Technical Assistance Special Fund 703,875 663,614
28,957,171 26,698,884
Accumulated surplns 2,391,270 2,260,723
Accumulated other comprehensive income (ADF-4) 187,148 287.863
Total Fund Balz nce 31,535,589 29,247,470
TOTAL $ 32,238,617 $ 29,750,206

The accompanying noies are an integral part of these condensed special purpose financial statements (ADF-5).
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CONDENSED SPECIAL PURPOSE STATEMENT OF REVENUE AND EXPENSES
For the Nine-Month Periods Ended 30 September 2007 and 2006

Expressed in Thousands of United States Dollars (Note B}
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2007 2006
(Unaudited) {Unaudited)

REVENUE

From loans $ 161,157 s 152,944

From investments (Note C) 232,586 183,480

From other sources 921 869
TOTAL REVENUE 394,664 337,293
EXPENSES

Administrative expenses (Note H) 120,946 129,659

Grants (Note 1) 148,650 257,640

Amortization of discounts on contributions {Note B) 2,863 1,342

Financial expenses 21 16
TOTAL EXPENSES 272,580 388,657
NET REALIZED LOSSES - (459)
NET UNREALIZED GAINS 8,463 -
REVENUE IN EXCESS OF (.ESS THAN) EXPENSES 3 130,547 3 (51,823)

The accompanying notes are an integral part of these condensed special purpose financial statements (ADF-5).



ASIAN JEVELOPMENT BANK - ASIAN DEVELOPMENT FUND
CONDENSED SPECIAL PURPOSE STATEMENT OF CASH FLOWS
for the Nine-Month Periods Ended 30 September 2007 and 2008
Expresued in Thousands of United Stales Dollars {Note B)

ADF-3

CASH IFLOWS FROM OPERATING ACTIVITIES
Sersice charges on [oans received
Interest on investments received
Interest on resale arrangement received
Net cash received from other sources
Grents disbursed
Adrninistrative expenses paid
Financial expanses paid

Net Cash Provided by Operating Activities
CASH FLOWS FROM INVESTING ACTIVITIES
Ne! investments
Ne' receipts from securities purchased under resale arrangement
Principal collected on loans
Lo:ins disbursed
Net Cesh Used in Investing Activities
CASH FLOWS FROM FINANCING ACTIVITIES
Contributions received and encashed
Cash received from Ordinary Capital Resources
Cash ’rovided by Financing Activities
Effect of Exchange Rate Changes on Due from Banks
Net insrease in Due from Banks

Due fiom Banks at Beginning of Perind

Due fiom Banks at End of Period

2007

{Unaudited)

$ 130,151

$

217,615
1,629

891
(44.421)
(101,249)
{21

204,595

(249,951)
22,112
422,370

{1,106,136)

(911,805)

714,183
40,000

754,183

3,133
50,306
2,602

52,908

2008

{Unaudited)

$ 129,483

$

153,383
810

869
(17.462)
(114,484)
(1€)

152,583

(623,784)
137,167
345,084

(802,257)

(943,790}

795,109
40,000

836,109

2,981

47,883

21,857

69,440

The accompanying notes are an integral part of these condensed special purpose financial statements (ADF-5).
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ASIAN DEVELOPMENT BANK - ASIAN DEVELOPMENT FUND

CONDENSED SPECIAL PURPOSE STATEMENT OF CHANGES IN FUND BALANCES
For the Nine-Month Periods Ended 30 September 2007 and 2006

Expressed in Thousands of United States Dollars (Note B)

2007 2006
{Unaudited) {Unaudited)
Balance at beginning of period $ 29,247,470 $ 27,605,408
Comprehensive income for the period:
Net income {loss) for the period (ADF-2) $ 130,547 $ (51,823)
Other comprehensive income for the period {100,715) 29,832 87,357 35,534
Change in amount available for operational commitments
from Contributed Resources 2,228,356 1,291,223
from Unamortized Discount for Accelerated Notes
Encashment (ANE) of ADF X (13,817) {12,474)
Transfer from Ordinary Capital Resources 40,000 40,000
Change in SDR value of Set-Aside Resources 2,487 2,242
Change in value of transfers from OCR and TASF 261 204
Balance at end of period $ 31,535,589 $ 28,862,137
Accumulated Other Comprehensive Income
For the Nine-Month Periods Ended 30 September 2007 and 2006
Expressed in Thousands of United States Dollars {Note B)
Accurmnulated Translation Unrealized Investment Accumnulated Other
Adjustments Holding Gains {Losses) Comprehensive Income
(Unaudited}) (Unaudited) {Unaudited)
2007 2006 2007 2006 2007 2008
Balance, 1 January $ 288,700 § 170,155 3 (837) % (3.430) % 287863 % 166,725
Other comprehensive income for the period (103,530) 86,819 2,815 538 (100,715) 87,357
Balance, 30 Septernber $ 185170 § 256,974 $ 1978 % (2,892} § 187,148 % 254,082

The accompanying notes are an integral part of these condensed special purpose financial statements (ADF-5).
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ASIAN DEVELOPMENT BANK - ASIAN DEVELOPMENT FUND

NOTES TO CONDENSED SPECIAL PURPOSE FINANCIAL STATEMENTS

For the Nine-Month Periods Ended 30 September 2007 and 2006
{Unaudited)

NOTE A - INTERIM FIMANCIAL INFORMATION

These unaudited condensed interim financial statements should be read
in conjunction with the 31 December 2006 financial statements and the
notes included therein. In the opinion of Management, all material
adjustments necessary for a fair statement of <the results of
operations for the nine-month periocds ended 30 September 2007 and
2006 have been included. The results of operations for interim periods
are not necessarily indicative of the results to be expected for the
full year.

The eighth replenishment of the Asian Development Fund (ADF IX) became
effective in April 2005. Under the Resolution, ADB is authorized to
provide grants for projects and programs of high developmental
priority toc be financed out of contributions under ADE IX.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

In May 2001, the Board of Directors approved the adoption of the
special purpose financial statements for ADF. Due to the nature and
organization of ADF, these financial statements have been prepared for
the specific purpose of reflecting the sources and applications of
member contributions and are presented in US deollar equivalents at
reporting date. With the adoption of the special purpose financial
statements, loan loss provisioning has been eliminated. With the
exception of the aforementioned, the ADF financial statements are
prepared in accordance with accounting principles generally accepted
in the United States of America.

In November 2005, to improve ADF currency management practices, the
Board of Governors adopted a resolution to a full-fledged SDR approach
to facilitate rescurce administration and operaticnal planning to
benefit borrowers. The currency management framework was implemented 1
January 2006 whereby ADB is authorized to convert ADE resources held
in various curreacies into the currencies which constitute the SDR, to
value disbursements, repayments and loan charges in terms of SDR; and
to determine the value of Contributors’ paid-in contributions and all
other resources of the Fund in terms of SDR, in case of withdrawal of
a Contributor or termination of ADF.

The implementation of the full-fledged SDR Iramework is expected to
change the primary economic environment for ADE. However, until this
process is complated, and a significant change in the primary economic
environment becomes evident, the currencies of contributing member
countries are functional currencies as these represent the currencies
of the primary economic environment in which ADF generates and expends
cash. The reporting currency is the United States dollar, and the
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special purpose financial statements are expressed in thousands of
current United States dollars.

Contributions and Contributed Resources

Once a replenishment becomes effective, contributions committed are
recorded in full as Contributed Resources when the Instruments of
Contribution are received. Contributions are generally paid in the
currency of the contributor either in cash or promissory notes, which
become due under agreed encashment periods.

Under ADF IX, contributors have the option to pay their contributicns
under accelerated note encashment (ANE) program. and receive a
discount. ADF invests the cash generated from this program and the
investment income is wused to finance operations. The «zrelated
contributions are recorded at the full undiscounted amount, while the
discount is amortized over the standard encashment period of 10
years.

Advanced Payments

Payments received in advance or as gqualified contributions that
cannot be made available for operational commitment are recorded as
advance payments and included under “Liabilities.”

NOTE C - INVESTMENIS

Investment securities and negotiable certificate of deposits held as
of 30 September 2007 and 31 December 2006 are considered “Available
for Sale” and are reported at estimated fair value, which represents
their fair market value. Time deposits are reported at cost, which is
a reascnable estimate of fair wvalue. Unrealized gains and lcsses are
reported in "FUND BALANCES" as part of T“Accumulated other
comprehensive income.” Realized gains and losses are measured by the
difference between amortized cost and the net proceeds cof sales.

Interest on investment securities and time deposits are recognized as
realized and reported net of amortizations of premium and discounts.

The estimated fair value of the investments by contractual maturity as
of 30 September 2007 and 31 December 2006 are as follows:

30 September 2007 31 December 2006

Due in one year or less $ 6,759,085,000 $ 6,171,003,000
Due after one year to

five years 166,033,000 110,850,000
Due after five years

to ten years 96,020,000 103,474,000

Total $ 7,021,138,000 $ 6,385,327,000
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The annualized rate of return on the average investments held during
the nine-month period ended 30 September 2007 including securities
transferred under securities lending arrangement and securities
purchased under resale arrangement, based .on the portfolic held at the
beginning and end of each month, excluding unrealized gains and losses
on investments, was 4.54% (3.91% - 2006). If unrealized gains and
losses were included, the annualized rate of return would have been
4.58% (3.92% - 2006).

NOTE D - SECURITIES TRANSFERRED UNDER SECURITIES LENDING ARRANGEMENT
AND SECURITIES PURCHASED UNDER RESALE ARRANGEMENT

ADF accounts for transfers of financial assets in accordance with FAS
140, "Accounting for Transfers and Servicing of Financial Assets and
Extinguishments of Liabilities - a replacement of FAS 125." 1In
general, transfers are accounted for as sales when control over the
transferred assets has been relinquished. Otherwise, the transfers are
accounted for as repurchase/resale arrangements and collateralized
financing arrangements. Securities transferred under securities
lending arrangement are recorded as assets and reported at estimated
fair value and the cash collateral received is recorded as a2
liability. Securities received under resale arrangements are not
recorded on the balance sheet and are not re-pledged under securities
lending arrangements. ADB monitors the fair value of the securities
received under resale arrangements, and if necessary, requires
additional collateral.

ROTE E - LOANS

As of 30 September 2007 and 31 December 2006, outstanding loans to
borrowers that exceeded 5% of total loans are as follows:

Borrower/Guarantor 30 September 2007 31 December 2006
Pakistan $ 5,236,470,000 $ 4,829,677,000
Bangladesh 5,221,045,000 4,921,072,000
Sri Lanka 2,472,013,000 2,299,541, 000
Viet Nam 2,1%0,852,000 2,000,607,000
Nepal 1,431,360,000 1,336,210,000
Others (individually less

than 5% of total loans) 6,621,993,000 6,135,106,000
Total loans $ 23,263,733,000 $21,522,213,000

The principal amount outstanding of sovereign loans in non-accrual
status as of 30 September 2007 was $480,214,000. {$487,877,000 - 31
December 2006) of which 5$202,086,000 ($175,526,000 - 31 December
2006) was overdue.

The undisbursed balance of approved loans as of 30 September 2007 was
$6,405,442,000 ($7,100,390,000 - 31 December 2006).
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NOTE F - PFAYABLE TQ RELATED FUNDS

Included in Payable to Related Funds is the net amount of $45,669,000
payable to Ordinary Capital Resources (OCR) ($25,971,000 - 31 December
2008), and $1,373,000 (382,650,000 - 31 December 2006&) payable to TASF,

The payable to OCR represents the amount of administration charge
allocated to ADF pending settlement and the payable to TASF represents
contributions allocated to TASF.

NOTE G - CONTRIBUTEDR RESOURCES

In April 2005, ADF IX became effective. As of 30 September 2007,°

Instruments of Contributions from 28 donors were received for ADF
IX. Of these, contributions totaling §$2,199,152,000, including
amortized discount of $6,170,000, were received and recorded in
“Contributed Resources.”

In May 2007, the Board of Governors approved the allocation of
$40,000,000 from OCR's 2006 net income to ADF.

NOTE H — ADMINISTRATIVE EXPENSES AND ADMINISTRATION CHARGE

Administrative expenses for the nine-month period ended 30 September
2007 represents administration charge amounting te $120,946,000
($129,659,000 - 2006). The charge represents an apportionment of all
administrative expenses of ADB (other than those pertaining directly
te ordinary operations and special operaticns) in the proporticen of
the relative volume of operational activities of OCR and ADF.

NOTE I — GRANTS AND UNDISBURSED COMMITMENTS

The ADF IX introduced financing in the form of grants for the first
time. Grants are recognized in the financial statements when the
related grant is approved and becomes effective. During the period, 8
grants totaling $254,250,000 (8 grants totaling $15%,250,000 - 2006}
were approved and 11 grants totaling $148,650,000 (18 grants totaling
$257,640,000 - 2006) Dbecame effective. Total undisbursed grant
commitments represent effective grants, which have not been disbursed.
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ASIAN DEVELOPMENT BANK - TECHNICAL ASSISTANCE SPECIAL FUND
CONDENSED STATEMENT OF FINANCIAL POSITION

30 September 2007 and 31 December 2006

Expressec in Thousands of United States Dollars {Note B)

30 September

ASSETS (Unaudited) 31 December
DUE FROM BANKS ' $ 5175 § 1,828
INVESTMENTS (Note C) 305,465 275,639
ACCRUEI REVENUE 954 1,186
DUE FRCM CONTRIBUTORS (Note G) 70,821 115,138
OTHER ASSETS (Note E) 6,752 10,916
TOTA. $ 392,167 $ 404,707

LIABILITIES AND UNCOMMITTED BALANCES

MISCELLANEOUS LIABILITIES (Note E) 3 366 % 111
UNDISBLURSED COMMITMENTS (Note F) 181,176 184,063
UNCOMMITTED BALANCES (TASF-2), represented by:
Unrestricted net assets 210,625 220,533
TOTAL $ 392167 $ 404,707

The acccmpanying notes are an integral part of these financial statements (TASF-4).
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ASIAN DEVELOPMENT BANK - TECHNICAL ASSISTANCE SPECIAL FUND
CONDENSED STATEMENT CF ACTIVITIES AND CHANGES IN NET ASSETS
For the Nine-Month Periods Ended 30 September 2007 and 2006

Expressed in Thousands of United States Dollars {Note B}

2007 2006
{Unaudited) {Unaudited)
CHANGES IN UNRESTRICTED NET ASSETS
CONTRIBUTIONS (Note G) $ 52 § 77242
REVENUE
From investments {Note C) 10,349 8,455
From other sources
Income from conversion of grants into loans ¥ - $ 147
Others 149 148 110 257
Total 10.550 85,954
EXPENSES
Technical assisiance (Note F) 53,859 83,131
Financial expenses 4 20
Total 53,863 63,151
CONTRIBUTIONS AND REVENUE (LESS THAN)
IN EXCESS OF EXPENSES {43,313) 22,803
NET EXCHANGE GAINS 33,405 11,385
NET (DECREASE) INCREASE IN NET ASSETS (9,908) 34,188
NET ASSETS AT BEGINNING OF PERIOD 220,533 215,467
NET ASSETS AT END OF PERIOD $ 210,625 $ 249,655

The accompanying notes are an integral part of these financial statements (TASF-4}.



ASI2N DEVELOPMENT BANK - TECHNICAL ASSISTANCE SPECIAL FUND
CONDENSED STATEMENT OF CASH FLOWS

For ihe Nine-Month Periods Ended 30 September 2007 and 2006
Exprzssed in Thousands of United States Dallars {Note B)

TASF-3

2007
{Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES

Contributions received 3 50,179

Interest on investments receivec 10,749

Met cash received from other activities 141

Technical assistance disbursed (56,600)

Financial expenses paid (4)
Net >ash Provided by Operating Activities 4,485
CASH FLOWS FROM INVESTING ACTIVITIES

Net investments {1,166)

tHet payments for securities purchased under resale arrangement (Note &) {198)
Cas1 Used in Investing Activities (1,364)
Effe:t of Exchange Rate Changes un Due from Banks 248
Net Increase in Due from Banks 3,347
Due from Banks at Beginning of Pericd 1,828
Due from Banks at End of Period . § 5175

2006
(Unaudited)

$ 74859
7,599

209

(50,228)

{20)

32,219
(25,122)
(168)
(25,290)

38

8,967

1,493

$ B,460

The accompanying notes are an integral part of these financial statements (TASF-4).
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ASIAN DEVELOPMENT BANK - TECHNICAL ASSISTANCE SPECIAL FUND
NOTES TO CONDENSED FINANCIAL STATEMENTS

For the Nine-Month Periods Ended 30 September 2007 and 2006
(Unaudited)

NOTE A - INTERIM FINANCIAL INFORMATION

These unaudited condensed interim financial statements should be read
in conjunction with the 31 December 2006 financial statements and the
notes included therein. In the opinion of Management, all material
adjustments necessary for a fair statement of the results of operations
for the nine-month periods ended 30 September 2007 and 2006 have been
included. The results of operations for interim periods are not
necessarily indicative of the results to be expected for the full year.

The eighth replenishment of the Asian Development Fund (ADF IX) and the
third regularized replenishment of the Technical Assistance Special
Fund (TASF) became effective in April 2005. Under the resoluticn, a
specific portion of the contribution is to be allocated to TASF.

NOTE B -~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements are expressed in thousands of current United
States dollars. The United States dollar is the functional and
reporting currency and is used to measure exchange gains and losses.

The financial statements are presented on the basis of those for not-
for-profit organizations. TASF reports contributed cash and other
assets as unrestricted assets as these are made available without
conditions other than for the purpose of pursuing the objectives of the
TASF. The preparation of financial statements in conformity with
generally accepted accounting principles requires Management to make
reasonable estimates and assumptions that affect the reported amounts
of assets, liabilities and uncommitted balances as at the end of the
period and the reported amounts of revenue and expenses during the
period. The actual results could differ from those estimates.

NOTE C - INVESTMENTS

All investments held as of 30 September 2007 and 31 December 2006
comprised of holdings in time deposits and are reported at cost which
is a reasonable estimate of fair value.

The annualized rate of return on the average investments held during
the nine-month period ended 30 September 2007, based on the portfolio
held at the beginning and end of each month was 4.83% (4.20% - 2008).
NOTE D - SECURITIES PURCHASED UNDER RESALE ARRANGEMENT

TASF accounts for transfers of financial assets in accordance with FAS
140, “Accounting for Transfers and Servicing of Financial Assets and
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Extinguishments of Liabilities - a replacement of FAS 125." In general,
transfers are accounted for as sale under FAS 140 when control over the
transferred assets has been relinguished. Otherwise, the transfers are
accounted for as repurchase/resale arrangements and collateralized
financing arrangements. Securities purchased under resale arrangement
are not recorded on TASF’s balance sheet and are not re-pledged under
securities lending arrangements. ADB monitors the fair value of the
securities received under resale arrangements, and if necessary,
requires additional collateral.

There were no outstanding securities purchased under resale arrangement
as of 30 September 2007 and 31 December 2006.

NOTE E ~ OTHER ASSETS AND MISCELLANEOQOUS LIABILITIES

Included in other assets and liabilities are the following
interfund balances:

30 September 31 December

Receivable from:
ADF $ 1,374,000 $2,650,000
JSt - 5,000
Bgency Trust Funds - net - 12,000
Total $.1,374,000 $2,667,000

Payable to:

OCR $ 213,000 5 97,000
Agency Trust Funds - net 107,000 -
g 320,0C0 S 97,000

NOTE F - TECHNICAL ASSISTANCE AND UNDISBURSED COMMITMENTS

Technical assistance (TA) is recognized in the financial statements
when the relared project is approved and becomes effective. Upon
completion or cancellation of the TA project, any undisbursed amount is
written back as a reduction in TA for the period and the corresponding
undisbursed commitment is accordingly eliminated. During the nine-month
pericd ended 30 September 2007, a net amount of $8,709,000 {$8,287,000
~ 2006) was written back as a reduction in TA. Total undisbursed
commitments are denominated in United States dollars and represent
effective TA fcr projects, which have not been disbursed.

NOTE G — CONTRIBUTIONS

With the effectivity of ADF IX and the third replenishment of TASF,
contribution commitments from 27 donors totaling $212,585,000 were
a2llocated to TASF. Of this, $70,821,000 was recorded as “Due from
Contributors” and is payable throughout the replenishment period of
four years in accordance with the encashment schedule. Contribution for
the period ended 30 September 2007 pertains to the direct and voluntary
contribution of India amounting to Rs2.25 million ($52,000 equivalent).



ASIAN DEVZLOPMENT BANK - JAPAN SPECIAL FUND
CONDENSED STATEMENT OF FINANCIAL POSITION
30 Septemt er 2007 and 31 December 2006

Expressed in Thousands of United States Dollars (Note B}

JSF1

30 September
{Unaudited)

31 December

JSF JSF
Regular and Regular and
ASSIETS ACCSF Supplementary Total ACCSF Supplementary Total
DUE FROM BANKS 3 1,687 § 2,547 § 4234 § 1,865 § 3035 § 4,900
INVESTMENTS (Note C) 33,508 219,371 252,879 32,208 208,064 240,272
ACCRUED EVENUE 75 325 400 55 1,187 1,222
OTHER AS 3ETS (Note E) 28 4,599 4,627 50 4,391 4,441
TOTAL 5 35,208 § 226,842 § 262,140 § 334178 § 216,657 § 250,835
LIABILITIES AND UNCOMMITTED BALANCES
ACCOUNT:S PAYABLE AND OTHER LIABILITIES (Note E) § 71 & 109 § 180 § 70 % 198 % 268
UNDISBURSED COMMITMENTS
Technical assistance {Note F) 950 86,934 87,884 1,259 85,516 86,775
TOTAL LIABILITIES 1,021 87,043 88,064 1,329 85,714 87,043
NET ASSETS (JSF-2) (Note G), represented by:
Uncomnitted Balances
Unrestricted - 139,799 139,799 - 130,943 130,943
Tem porarily restricted 27,526 - 27,528 27,418 - 27,418
27,526 139,798 167,325 27,418 130,943 158,361
Net Accumulated Investment Income
Temporarily restricted 6,751 - 6,754 5431 - 5,431
34,277 139,799 174,076 32,849 130,943 163,792
TOTAL $ 35,298 § 226,842 $ 262,140 % 34178 $ 216,657 $ 250,835

The accorm panying notes are an inlegral part of these financial statements (JSF-4).




ASIAN DEVELOPMENT BANK - JAPAN SPECIAL FUND

CONDENSED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
For the Nine-Month Periods Ended 30 September 2007 and 2006

Expressed in Thousands of United States Doltars (Note B)

JEGF-2

2007 2006
(Unaudited) {Unaudited)
JSF _ JSF
Regular and Regular and
ACCSF  Supplementary Total ACCSF  Supplementary Total
T CHANGES IN UNRESTRICTED NET ASSETS
CONTRIBUTIONS $ - & 27674 3 27,674 5 - $ 24513 § 24513
REVENUE FROM INVESTMENTS - 9,110 9,110 - 7.727 7.727
REVENUE FROM OTHER SOURCES - 1438 148 - 159 159
NET ASSETS REVERTED TO TEMPORARILY
RESTRICTED ASSETS (37) - (37} (410) - (410)
Total {37} 36,932 36,895 (410} 32,399 31,989
EXPENSES
Technical assistance {Note F) (37) 27,265 27,228 {420) 27,693 27,273
Administrative expenses - 795 795 10 712 722
Total (37) 28,060 28,023 {410) 28,405 27,995
CONTRIBUTIONS AND REVENUE IN EXCESS OF EXPENSES . 8,872 8,872 - 3,994 3,994
NET EXCHANGE LOSSES - (16} {16) - (58) (58)
INCREASE IN UNRESTRICTED NET ASSETS - 8,856 8,856 - 3,936 3,936
CHANGES IN TEMPORARILY RESTRICTED NET ASSETS
REVENUE FROM INVESTMENTS AND OTHER SOURCES 1,391 - 1,3:M 1,217 - 1,217
NET ASSETS REVERTED FROM UNRESTRICTED
ASSETS 37 - 37 410 - 410 -
INCREASE (N TEMPORARILY RESTRICTED NET ASSETS 1428 - 1,428 1,627 - 1,627
INCREASE IN NET ASSETS 1.428 8,856 10,284 1,827 3,936 5.563
NET ASSETS AT BEGINNING OF PERIOD 32,849 130,943 163,792 30,786 146,875 177,661
NET ASSETS AT END OF PERIOD $ 34,277 $ 139,799 $174,078 $ 32413 $ 150,811 $ 183,224 |

The accompanying notes are an integral part of these financial statements (JSF-4).
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ASIAN DEVELOPMENT BANK - JAPAN SPECIAL FUND
CONDENSED STATEMENT OF CASH FLOWS

For the Nine-Month Periods Ended 30 September 2007 and 2008
Expressed in Thousar ds of United States Dollars (Note B}

2007 2006
{Unaudited) (Unaudited)
JSF JSF
Regular and Regular and
ACCSF  Supplementary Total ACCSF Supplementary Total

CASH FLOWS FROM OPERATING ACTIVITIES

Contributions rec zived $ - $ 27674 § 27,674 $ - $ 24,513 $ 24513

Interest on investments received 1,301 9,952 11,253 841 7.129 7.970

; Technical assistznce disbursed (248) (26,054} (26,302) (828) {25,357) (26,185)

Administrative expenses paid - (884) (884} (10} {808) (818)

Net cash received from other activities 70 204 274 76 104 : 180
Net Cash Provided by Operating Activities 1,123 10,892 12,015 79 5,581 5,660
CASH FLOWS FROM INVESTING ACTIVITES

Net investments ] {1,301) {11,307) (12,608) 159 (3,628) (3,469)

Net {payments fcr) receipts from securities purchased

under resale arrangement {Note D) - (78) {78) - 233 233

Net Cash (Used in) Provided by Investing Activities {1,301) (11,385) (12,686) 159 (3,395) (3,236}
Efiect of Exchange Rate Changes on Due from Banks - 5 5 - {233) (233)
Net {Decrease) Increase in Due from Banks (178) (488) (666) 238 1,953 219
Due from Banks at B2ginning of Period 1,865 3,035 4,800 1,742 3,616 5,358
Due from Banks at End of Period $ 1687 $ 2,547 $ 4,234 $ 1,980 $ 5,569 § 7549

“The accompanying notes are an integral part of these financial statements (JSF-4).
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ASTIAN DEVELOPMENT BANK - JAPAN SPECIAL FUND

NOTES TO CONDENSED FINANCIAL STATEMENTS

For the Nine-Month Periods Ended 30 September 2007 and 2006
{(Unaudited)

NOTE A - INTERIM FINANCIAL INFORMATION

These unaudited condensed interim financial statements should be read
in conjunction with the 31 December 2006 financial statements and the
notes included therein. In the opinion of Management, all material
adjustments necessary for a fair statement of the results of
operations for the nine-month periods ended 30 September 2007 and
2006 have been included. The results of operations for interim periods
are not necessarily indicative of the results to be expected for the
full year.

The Asian Currency Crisis Support Facility (ACCSF) was established in
March 1999 for a three-year period as an independent component of the
Japan Special Fund (JSF). The facility was to assist Asian currency
crisis-affected member countries through interest payment assistance
(IPA), techanical assistance (TR) grants and guarantees. With the
general fulfillment of the purpose of the facility, Japan and ADB
agreed to terminate the ACCSF on 22 March 2002. The ACCSF account is
to be kept open until the completion of all TA disbursements and the
settlement of all administrative expenses.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNIING POLICIES

The financial statements are expressed in thousands of current United
States dollars. The United States dollar is the functional and
reporting currency of JSF, representing the currency of the primary
economic operating environment.

The financial statements are presented on the basis of those for not-
for-profit organizations and as unrestricted and temporarily
restricted net assets. The preparation of the financial statements in
conformity with generally accepted accounting principles requires
Management to make reasonable estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of
contingent liabilities at the end of the period and the reported
amounts of income and expenses during the period. The actual results
could differ from those estimates.

NOTE C - INVESTMENTS

All investments held as of 30 September 2007 and 31 December 2006
comprised of holdings in time deposits denominated in United States
dollar and are reported at cost which is a reasonable estimate of fair
value. Realized and wunrealized gains and losses are included in
revenue from investments.

The annualized rates of return on the average investments held under
ACCSF and JSF during the nine-month period ended 30 September 2007,
based on the portfolio held at the beginning and end of each month,
including wunrealized gains and losses, were 5.35% and 5.34%,
respectively {(4.84% and 4.76% respectively - 2006).
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NOTE D — SECURITIES PURCHASED UNDER RESALE ARRANGEMENT

JSF accounts for transfers of financial assets in accordance with FAS
140, “Accounting for Transfers and Servicing of Financial Assets and
Extinguishments o¢f Liabilities - a replacement of FAS 125.” In
general, transfers are accounted for as sale under FAS 140 when
control over the transferred assets has been relinguished. Otherwise,
the transfers are accounted for as repurchase/resale arrangements and
collateralized financing arrangements. Securities purchased under
resale arrangement are not recorded on JSE's balance sheet and are not
re-pledged under securities lending arrangements. ADB monitors the
fair value of the securities received under resale arrangements, and
if necessary, reguires additional collateral.

There were no outstanding securities purchased under resale
arrangement as of 30 September 2007 and 31 December 2006.

NOTE E - OTHER ASSETS AND LIABILITIES

Included in other assets and liabilities are the following interfund
balances:

30 September 31 December

Amounts Receivable hy JSF from:
ACCSF $ 71,000 $ 70,000
Agency Trust Funds - net 12,000 -
$ 83,000 $ 70,000

Amounts Payable by:

JSF to: Ordinary Zapital Resources $ 95,000 $125,000
TASE - 5,000
Agency Trast Funds - net - 1,000
Total $_95,000 $131,000
ARCCSE to JSF $ 11,000 S 70,000

NOTE F ~ TECHNICAY, ASSISTANCE AND UNDISBURSED COMMITMENTS

Technical assistance is recognized in the financial statements when
the related project is approved and becomes effective. Upon completion
of the TA project, any undisbursed amount is written back as =a
reduction in TA for the period and the corresponding undisbursed
commitment is accordingly eliminated. During the nine-month period
ended 30 September 2007, an amount of $2,995,000 (55,061,000 - 2006)
was thus written back as a reducticn in TA. $122,000 ($422,000 - 2006)
of this amount corresponded to ACCSF. Total undisbursed commitments
are denominated in United States dollars and represent effective TA
for proijects that have not been disbursed.
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NOTE G — CONTRIBUTIONS AND TEMPORARILY RESTRICTED NET ASSETS

Contributions received for specific TA projects/programs are
classified as temporarily restricted support. As of 30 September 2007,
the remaining temporarily restricted uncommitted balance is that of
ACCSF amounting to $27,526,000 ($27,418,000 - 31 December 2006).
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4.S1AN DEVELOPMENT BANK - ASIAN DEVELOPMENT BANK INSTITUTE SPECIAL FUND
GONDENSED STATEMENT OF FINANCIAL POSITION

20 September 2007 and 31 December 2006
E'xpressed in Thousands of United States Dollars (Note B)

30 September
ASSETS {Unaudited) 31 December
DUE FROM BANKS $ 988 ] 696
INVESTMENTS {Note C) 8,766 5,044
$3ECURITIES PURCHASED UNDER
RESALE ARRANGEMENT (Note D) 1,742 1,585
PPROPERTY, FURNITURE, AND EQUIPMENT 297 286
IDUE FROM CONTRIBUTORS - 11,263
OTHER ASSETS 1,971 1,71
TOTAL $ 13,764 $ 208675
LIABILITIES AND UNCOMMITTED BALANCES
ACCOUNTS PAYABLE AND OTHER LIABILITIES $ 3,578 $ 3,267
UNCOMMITTED BALANCES (ADBISF-2) 10,186 17,408
TOTAL $ 13,764 $ 20,675

The accompanying notes are an integral part of these financial statements {ADBISF-4).



ASIAN DEVELOPMENT BANK - ASIAN DEVELOPMENT BANK INSTITUTE SPECIAL FUND
CONDENSED STATEMENT OF ACTIVITIES AND CHANGES N NET ASSETS

For the Nine-Month Periods Ended 30 September 2007 and 2006

Expressed in Thousands of United States Dollars {Note B)

ADBISF-2

2007 2006
{Unaudited)
CHANGES IN UNRESTRICTED NET ASSETS
REVENUE
From investments (Notes 8 & C}) $ 56 § 10
From other sources - net 4 3
Total 60 13
EXPENSES
Administrative expenses $ 6,185 $ 5746
Program expenses 1,287 7472 1,883 7.629
REVENUE LESS THAN EXPENSES (7,412) (7,616)
EXCHANGE GAINS (LOSSES) - NET 6 (57}
TRANSLATION ADJUSTMENTS 184 162
DECREASE IN UNRESTRICTED NET ASSETS
AFTER TRANSLATION ADJUSTMENTS (7,222) {7.511)
NET ASSETS AT BEGINNING OF PERIOD 17.408 16,839
NET ASSETS AT END OF PERIOD $ 10,186 $ 9,328

The accompanying notes are an integral part of these financial statements (ADBISF-4).
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ASIAN DEVELOPMENT BANK - ASIAN DEVELOPMENT BANK INSTITUTE SPECIAL FUND
CONDENSED STATEMENT OF CASH FLOWS

For the Nine-Month Periods Ended 30 September 2007 and 2006

Expressed in Thousands of United States Dollars (Note B)

2007 2006
{Unaudited) {Unaudited)
CASH FLOWS FROM OPERATING ACTIITIES
Contrib Jtions received ) 3 11,144 $ -
Interest on investments received 55 10
Expenses paid (7.344) (7,397}
Others - net 9 52
Met Cash P ovided by (Used in} Operating Aclivities 3,864 {7.335)
CASH FLOWS FROM INVESTING ACTIVITIES
Net inviestments (3,094) (7.359)
Net {payments for) receipts from securities purchased under resale arrangement (116) 14,885
Net Cash (lIsed in) Provided by Investing Activities (3,210) 7,536
Effect of Exshange Rate Changes.on Due {rom Banks (362} ’ 126
Net Increase in Due from Banks 282 327
Due from Banks at Beginning of Period 696 699

Due from Banks at End of Period 3 988 3 1,026

The accomppanying notes are an integral part of these financial statements (ADBISF-4).
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ASTAN DEVELOPMENT BANK - ASIAN DEVELOPMENT BANK INSTITUTE SFPECIAL FUND
NOTES TO CONDENSED FINANCIAL STATEMENTS

For the Nine-Month Periods Ended 30 September 2007 and 2006
(Unaudited)

NOTE A ~ INTERIM FINANCIAL INFORMATION

These unaudited condensed interim financial statements should be read
in conjunction with the 31 December 2006 financial statements and the
notes included therein. In the opinion of Management, all material
adjustments necessary for a fair statement of the results of
operaticns for the nine-month periocds ended 30 September 2007 and 20056
have been included. The results of operations for interim-periods are
not necessarily indicative of the results to be expected for the full
year.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The currencies of contributing members are functional currencies. To
date, only contributions from Japan have been received. The reporting
currency is the United States dollar and the financial statements are
expressed in thousands of current United States dollars.

The preparation of the financial statements in conformity with
generally accepted accounting principles requires Management to make
estimates and assumptions that affect the reperted amounts of assets
and liabilities and disclosure of contingent liabilities at the end of
the period and the reported amocunts of income and expenses during the
period. The actual results could differ from those estimates.

NOTE C - INVESTMENTS

All investment securities held as of 30 September 2007 and 31 Decemnber
2006 are reported at estimated fair value, with rezslized and
unrealized gains and losses included in revenue. Estimated fair value
generally represents market value. Time deposits are reported at cost
which is a reasonable estimate of fair wvalue.

The annualized rate of return on the average investments held during
the nine-month period ended 30 September 20C7 including receivable for
securities purchased under resale arrangement, based on the portfelio
held at the beginning and end of each month, including unrealized
gains and losses, was 0.565% (0.098% - 2006) .

NOTE D — SECURITIES PURCHASED UNDER RESALE ARRANGEMENT

ADBISF accounts for transfer of financial assets in accordance with
FAS 140, “Bccounting for Transfers and Servicing of Financial Assets
and Extinguishments of Liabilities - a replacement of FAS 125.7 In
general, transfers are accounted for as sale under FAS 14C when
control over the transferred assets has been relinguished. Otherwise,
the transfers are accounted for as repurchase/resale arrangements and
collateralized financing arrangements. Securities received under
resale arrangement are not recorded on ADBISF's Dbalance sheet nor
repledged under securities lending arrangements. ADB monitors the fair
value of the securities received under resale arrangements, and if
necessary, requires additional collateral.



ASIAN DEVELOPMENT BANK - ASIAN TSUNAMI FUND
CONDEMSED STATEMENT OF FINANCIAL POSITION

30 September 2007 and 31 December 2006
Expressed in Thousands of United States Dollars (Note B)

ATF-1

A3BSETS

DUE FROM BANKS

30 September

(Unaudited}

__31 December_

$ 32174 283
INVESTMENTS (Note C} 384,258 474,185
ACCRUED INCOME 632 761
ABVANCES FOR GRANTS 57,716 41,800
TOTAL $ 474,780 517,129
L ABILITIES AND UNCOMMITTEED BALANCES

PAYABLZ TO OCR $ 180 253
UNDISB JRSED COMMITMENTS (Note D} 438,539 457,394

UNCOMMITTED BALANCES (ATF-2), represented by:
Unretricted net assets 36,051 19,482
TOTAL $ 474,780 517,129

The accompanying notes are an integral part of these financial statements (ATF-4).




ASIAN DEVELOPMENT BANK - ASIAN TSUNAMI FUND

CONDENSED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
For the Nine-Month Periods Ended 30 September 2007 and 2006

Expressed in Thousands of United States Dollars (Note B)

ATF-2

2007 2006
{Unaudited) (Unaudited}
CHANGES IN UNRESTRICTED NET ASSETS
REVENUE
From investments (Note C) $ 17,5489 $ 18,731
From other sources 202 59
Total 17,781 18,790
EXPENSES
Grants (Note D) (34) -
Administrative expenses 1,211 616
Financial expenses 1 1
Total 1,178 617
REVENUE IN EXCESS OF EXPENSES 16,573 18,173
TRANSFER TO ORDINARY CAPITAL RESOURCES - (10,000)
NET EXCHANGE LOSSES (4) {20)
INCREASE IN NET ASSETS 16,569 8,153
NET ASSETS AT BEGINNING OF PERIOD 19,482 6,344
NET ASSETS AT END OF PERIOD $ 36,051 $ 14,497

The accompanying notes are an integral part of these financial statements (ATF-4).



ASIAN DEVELOPMENT BANK - ASIAN TSUNAMI FUND
CONDENSED STATEMENT OF CASH FLOWS

For the Nine-Month Periods Ended 30 September 2007 and 2006
Expressed ir Thousands of United States Dollars {Note B)

ATF-3

CASH FLOWS FROM OPERATING ACTIVITIES
Interest on investments received
Net cast received from other activities
Grants disbursed
Transfer to Ordinary Capital Resources
Adminisirative expenses paid
Financial expenses paid

Net Cash Used In Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Net Investments

Net Increas 2 in Due from Banks
Cue from B anks at Beginning of Period

Due from Banks at End of Pericd

5

5

2007

{Unaudited)

17,677
168
(74,638)

(1,273)
(1)

(58,037)

89,928
31,891
283

32,174

$

$

2006

{(Unaudited)

17,764

40
(28,537)
{10,000)
(536)
(1)

{21,270)

25,746
4,476

553

5,029

The accom >anying noles are an integral part of these financial statements (ATF-4}.
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ASIAN DEVELOPMENT BANK - ASIAN TSUNAMI FUND

NOTES TO CONDENSED FINANCIAL STATEMENTS

For the Nine-month Periods Ended 30 September 2007 and 2006
(Unaudited)

NOTE A - NATURE OF OPERATIONS AND INTERIM REPORT

The Asian Tsunami Fund (ATF) was established on 11 February 2005 in
response to the special circumstances surrounding the developing member
countries (DMCs) that were stricken by the effects of the tsunami on 26
December 2004. The purpose of the Fund is to provide emergency grant
financing promptly and effectively to affected DMCs in the form of
technical assistance and investment projects to support reconstruction,
rehabilitation and associated development activities following the
tsunami disaster.

ATF will serve as a dedicated source of grant financing "to support
priority rehabilitation and reconstruction needs on a multi-sector basis.
Resources from the Fund will be available to central govermments and
other suitable entities, including non-governmental organizations.

ATF's resources may consist of allocations from ordinary capital
resources (OCR) .and contributions from bilateral, multilateral and
transfer of individual sources.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements are expressed in thousands of current United
States dollars. The United States dollar is the functional and reporting
currency of the Fund, representing the currency of the primary economic
operating environment. -

The financial statements of ATF are presented on the basis of those for
not-for-profit organizations. The preparation of the financial statements
in conformity with generally accepted acccunting principles requires
Management to make reasonable estimates and assumptions that affect the
reported amounts of assets, liabilities and uncommitted balances at the
end of the period and the reported amounts of revenue and expenses during
the period. The actual results could differ from those estimates.

NOTE C — INVESTMENTS

All investments held as of 30 September 2007 and 31 December 2006
comprised of holdings in time deposits denominated in United States
dollar and are reported at cost which is a reasonable estimate of fair
value.

The annualized rate of return on the average investments held during the
nine-month period ended 30 September 2007, based on the portfolio held at
the beginning and end of each month, was 5.35% (4.91% - 2006).
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NOTE D - GRANTS AND UNDISBURSED COMMITMENTS

Grants are recognized in the financial statements when the related
project is approved and becomes effective. Upon completion of the project
or cancellation of a grant, any undisbursed amount is written back as a
reduction in grants for the period and the corresponding undisbursed
commitment is accordingly eliminated. During the nine-month period ended
30 September 2007, an amount of $34,000 (nil-2006) was thus written back.
Total undisbursed commitments are denominated in United States dollars
and represent eifective grant for projects, which have not been
disbursed.
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ASIAN DEVELOPMENT BANK - PAKISTAN EARTHQUAKE FUND
CONDENSED STATEMENT OF FINANCIAL POSITION

30 September 2007 and 31 December 2006

Expressed in Thousands of United States Dollars (Note B}

PEF-1

30 September

ASSETS {Unaudited) 31 December
DUE FROM BANKS 3 . 4,551 $ 1,618
INVESTMENTS (Note C) 44 045 35,280
ACCRUED INCOME a0 65
DUE FROM CONTRIBUTORS 10,762 11,293
ADVANCES FOR GRANTS 666 290
TOTAL $ 60,114 $ 48,546
LIABILITIES AND UMCOMMITTED BALANCES
PAYABLE TO OCR $ 0 $ -
UNDISBURSED COMMITMENTS {Note D} 43674 42,500
UNCOMMITTED BALANCES {PEF-2), represented by:
Unrestricted net assets 16,440 6,046
TOTAL $ 60,114 $ 48,546

0 Less than $500.

The accompanying notes are an integral part of these financial statements (PEF-4).




ASIAN DEVELOPMENT BANK - PAKISTAN EARTHQUAKE FUND
CONDENSED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
For the Nine-Month Periods Ended 30 September 2007 and 2006

Expressed in Thousands of United States Daollars (Note &)

PEF-2

2007 2008
(Unaudited} {Unaudited)
CHANGES IN UNRESTRICTED NET ASSETS
CONTRIBUTIONS (Note E}) 3 9,404 $ 15,038
REVENUE
From investments (Note C) 1,686 1,151
From other sources 156 67
Total 11,246 16,254
EXPENSES
Grants {Note D) 2,600 80,000
Administrative expenses 37 1,306
Total 2,037 B1,306
CONTRIBUTIONS AND REVENUE IN EXCESS OF (LESS THAN) EXPENSES 8,209 {65,052)
NET EXCHANGE GAINS {LOSSES) 1,185 (60)
NET INCREASE {DECREASE) IN NET ASSETS 10,394 {65,112)
NET ASSETS AT BEGINNING OF PERIOD 6,046 85,497
NET ASSETS AT END QF PERIOD $ 16,440 $ 20,385

The accompanying notes are an integral part of these financial statements (PEF-4).



ASIAN DEVELOPMENT BANK - PAKISTAN EARTHQUAKE FUND
CONDENSED STATEMENT OF CASH FLOWS

For the Nine-Month Periods Ended 30 September 2007 and 2006
Expressed i1 Thousands of Linited States Collars (Note B)

PEF-3

CASH FLO'NS FROM OPERATING ACTIVITIES
Contritntions received
interest on investments received
Net cas1 received from cther activities
Grant d sbursed
Administrative expenses paid
Net Cash Frovided by (Used in) Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Net inve:stments

Effect of Ex:change Rate Changes on Due from Banks
Net Increatie in Due from Banks
Due from E:anks at Beginning of Period

Due from Fianks at End of Period

2007 2006
{Unaudited) {Unaudited)
8 11,110 3 10,382
1,661 1,191
156 67
(1,203} {65,290)
{36) {1,306}
11,688 (54,956}
(8,743) 56,955
{12) -
2,833 1,999
1,618 200
$ 4,551 $ 2,199

The acconipanying notes are an integral part of these financial statements (PEF-4).
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ASIAN DEVELOPMENT BANK - PAKISTAN EARTHQUAKE FUND

NOTES TO CONDENSED FINANCIAL STATEMENTS

For the Nine-Month Periods Ended 30 September 2007 and 2006
{Unaudited)

NOTE A — NATURE OF OPERATIONS AND INTERIM REPORT

The Pakistan Earthquake Fund (PEF) was established on 14 November 2005 in
response to the special circumstances confronted by Pakistan resulting
from the effects of an earthquake on 8 October 2005. The objective-of the
PEF is to deliver emergency grant financing promptly and effectively to
Pakistan for technical assistance and investment projects to support
reconstruction, rehabilitation, and associated development activities.

PEF resources will be available to the Government of Pakistan and other
suitable entitiss acceptable to the Government of Pakistan and ADB,
including, where appropriate, non-government organizations.

PEF’s resources may consist of contributions from ADB and other
contributions from bilateral, multilateral, and cther sources.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements are expressed in thousands of current United
States dollars. The United States dollar is the functional and reporting
currency of the Fund, representing the currency of the primary economic
operating environment.

The financial statements are presented on the basis of those for not-for-
profit organizations. The preparation of the financial statements in
conformity with generally accepted accounting principles requires
Management to make reasonable estimates and assumptions that affect the
reported amounts of assets, liabilities and uncommitted balances as at
the end of the period and the reported amounts of revenue and expenses
during the period. The actual results could differ from those estimates.

NOTE C — INVESTMENTS

All investments held as of 30 September 2007 and 31 December 2006
comprised of holdings in time deposits and are reported at cost which is
a reasonable estimate of fair value.

The annualized rate of return on the average investments held during the
nine-month period ended 30 September 2007, based on the portfolico held at
the beginning and end of each month, was 5.84% (5.19%% - 2006).

NOTE D - GRANTS AND UNDISBURSED COMMITMENTS
Grants are recognized in the financial statements when the related

project is approved and becomes effective. Upon completion of the project
or cancellation of a grant, any undisbursed amount is written back as a
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reduction in grants for the peried and the corresponding undisbursed

commitment is accordingly eliminated. Total undisbursed commitments are

denominated in United States dollars and represent effective grant for
projects, which have not been disbursed.

NOTE E - CONTRIBUTIONS

In February 2007, the Government of the Kingdom of Belgium deposited an
Instrument of Conzribution, which undertakes to make contributions to the
PEF a maximum amcunt of €9,924,000, throvwgh a debt-for-development swap
arrangement with Pakistan. Under this arrangement, Pakistan shall
transfer to the PIF as Belgium’'s contribution, an equivalent rupse amount
corresponding to the net present value of the debt to be cancelled in
three installments. Belgium's contribution shall be limited to the
actual -amount reczived by the Fund. The first installment of $4.4 million
equivalent was received on 29 Maxrch 2007. The remaining installments are
expected to be paid within the next six months.

Moreover, PEF received $5,000,000 as the second installment of the
$20, 000,000 total contribution committed by the Government of Norway in
2006 under the same arrangement.
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ASIAMN DEVELOPMENT BANK - REGIONAL COOPERATION AND INTEGRATION FUND
CONC ENSED STATEMENT OF FINANCIAL POSITION

30 Sepptember 2007

Expressed in Thousands of United States Dollars {Note B)

3 30 September
ASSETS ’ {Unaudited)
DUE FROM BANKS (Note B) 3 1,013
INVESTMENTS (Note C) 39,614
ACCFUED INCOME 103
TOTAL $ 40,730
UNCOMMITTED BALANCES
UNDESBURSED COMMITMENTS (Nate D) $ 450
UNCOMMITTED BALANCES (RCIF-2), represented by:
Unrestricted net assets 40,280
TOTAL $ 40,730

The accompanying notes are an integral part of these financial statements (RCIF-4).




ASIAN DEVELOPMENT BANK - REGIONAL COOPERATION AND INTEGRATION FUND
CONDENSED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

For the Period 26 February to 30 September 2007

Expressed in Thousands of United States Dollars (Note B)

RCIF-2

30 September

(Unaudited)
CHANGES IN UNRESTRICTED NET ASSETS
CONTRIBUTIONS (Note E}) $ 40,000
REVENUE
From Investments (Note C) % 717
From other sources 13 730
40,730
EXPENSES
Technical Assistance (Note D) 450
NET ASSETS AT END OF PERIOD $ 40,280

The accompanying notes are an integral part of these financial statements (RCIF-4).



ASIAN DEVIZLOPMENT BANK - REGIONAL COOPERATION AND INTEGRATION FUND
CONDENSED STATEMENT OF CASH FLOWS

For the Period 26 February to 30 September 2007

Expressed ir Thousands of United States Dollars (Note B)

RCIF-3

CASH FLOWS FROM OPERATING ACTIVITIES
Contribu ions received
Interest un investments received
Cash received from other activities

Cash Providad by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Net Inve stments

Dueg from Binks at End of Period

30 September
(Unaudited)

$ 40,000
614
13

40,627

(39,614)

$ 1,013

_—

The accomy anying notes are an integral part of these financial statements (RCIF-4),
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ASIAN DEVELOPMENT BANK - REGIONAL COOPERATION AND INTEGRATION FUND
NOTES TO CONDENSED FINANCIAL STATEMENTS

For the Period 26 February to 30 September 2007

(Unaudited)

NOTE A — NATURE OF QPERATIONS AND INTERIM REPORT

The Regional Cooperation and Integration Fund (RCIF), together with
Regional Cooperation and Integration (RCI)Trust Funds, was established on
26 February 2007 under the ‘“umbrella” of Regional Cooperation and
Integration Financing Partnership Facility (RCIFPF}, in response to the
increasing demand for regional cooperation and integration activities
among ADB’s member countries in Asia and the Pacific. Its main objective
is to enhance regional cooperation and integration in Asia and the
Pacific by facilitating the pooling and provision of additional financial
and knowledge resources to support RCI activities.

Financial assistance will be provided in the form of untied grants for
technical assistance {(TA), including advisory, project preparatory, and
regional TA.

RCIF's resources may consist of contributions from ADB and other
bilateral, multilateral, and individual sources, including companies and
foundations.

| NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements are expressed in thousands of current United
States dollars. The United States dollar is the functional and reporting
currency of the Fund, representing the currency of the primary economic
operating environment.

The financial statements are presented on the basis of those for not-for-
profit organizations. The preparation of the financial statements in
conformity with generally accepted accounting principles reguires
Management to make reasonable estimates and assumptions that affect the
reported amounts of assets, liabilities and uncommitted balances as at
the end of the period and the reported amounts of revenue and expenses
during the period. The actual results could differ from those estimates.

NOTE C — INVESTMENTS
All investments held are in time deposits denominated in United States

dollar and are reported at cost which is the reasonable estimate of fair
value.
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The annualized rate of return on the average investments held during the
period ended 30 September 2007, based on the portfolio held at the
beginning and end of each month, was 5.34%.

NOTE D — TECHNICAL ASSISTANCE AND UNDISBURSED COMMITMENTS

Technical assistance (TR} is recognized in the financial statements when
the related project is approved and becomes effective. Upon completicn of
the TA project, any undisbursed amount is written back as & reduction in
TA for the period and the corresponding undisbursed commitment is
accordingly eliminated. Total undisbursed commitments are denominated in
United States dollars and represent effective TA for projects, which have
not been disbursed.

NOTE E - CONTRIBUTIONS

In May 2007, the Board of Governors approved the allocation of
$40, 000,000 to the RCIF from the 2006 OCR net income.

END




