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Management's Discussion and Analysis

L. Overview

The Asian Development Bank (ADB) is an international development financial institution whose
vision is an Asia and Pacific region free of poverty. In pursuing its objectrves ADB provides
different forms of financial assistance to its developing member countries (DMCs). The main
instruments are loans, technical assistance, grants, guarantees and equity investments, which
are met through varlous funding resources. :

ADB accounts financial resources through ordin‘ary capital resources (OCR) and Special Funds.
The Charter requires that each funding resource be kept separate from the others. ADB
administers various trust funds as well, 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 analysrs

| I Ordmary Caprtal Resources

ADB’s OCR come from three- distinct sources: borrowmgs from capital markets; pald-m capital °
provided 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. ‘

A. Basis of financial reporting L

Statutory Reporting. ADB prepares OCR financial statements in accordance with accounting
principles generally accepted in the United States of America (US GAAP) referred to in this

document as the ‘statutory basis.”

ADB has elected not to adopt hedge 'accounting and reports all derivative instruments on the
balance sheet at fair value and recognize the changes in the fair value of derivative instruments
for the period as part of net income. Although most of ADB'’s derivative transactions are highly
effective in hedging the underlying transactions and are appropriate for reducing funding costs,
compliance with hedge accounting would have imposed undue constraints on future borrowings,
loans, and hedge programs and likely detracted ADB’s efforts to effectlvely and effi crently ,
mlnrmlze the fundmg costs for its borrowing member countries. ~

Effective 1 January 2008 ADB elected to implement the provrsnons of Fair Value Option on a
selective basis. ADB fair values. all borrowings that: are swapped, which includes all hybrid
borrowings that are fair valued in accordance with Fair Value Election for Hybrid Financial

" Instruments. Applying Fair Value Option selectively is chosen to show a consistent accounting

treatment between the borrowings and their related swaps, which have been fair valued since
the adoption of Derivatives and Hedging in 2001. This application partially reduces the artificial

This document should be read in..conjunction with .,ADB Annual Report lssued for the yearT
ended” 31 December 2009 _ADB’ undertakes'!.n n pdate any forward Iooklng.} ‘
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volatility in reported earnings due.to the asymmetric accounting treatment between the two

financial instruments. ADB continues to report its loans at amortized cost and reports most of its

investments (except short term instruments that are recorded at cost) at fair value. In
- conjunction with this.change, ADB also implemented ASC 820 Fair Value Measurements and
 Disclosures which defines fair value, establishes a framework for measuring fair value, and
expands disclosure requirements about fair value measurements. In compliance with this

- standard, ADB incorporated its credit risk (as a credit spread) in fair valumg rts liabilities,
. including hybnd and swapped-borrowmgs

‘fdManagement 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, swapped and structured -borrowings, and certain investments) are recorded at
_ their fair value while loans, remaining borrowings, and remaining investments are:-recorded at
- amortized cost, management believes that the statutory income may not fully reflect the overall
- economic value of ADB’s financial position. Accordingly, ADB also reports “Operating Income”,
- which excludes the impact of the fair value adjustments associated with financial instruments
. from the results of OCR operations Operating income is used as key measures to manage
- financial position. Operating income has been used as the preliminary measure for ﬂnancral

management decisions and monitoring key financial ratios and parameters '

- The operatmg mcome does not mclude unreallzed gains or losses of the portfoho The
~ unrealized gains or losses, although an- important- indicator of the portfolio performance,

generally represent changes in income as a result of fluctuations in the fair value. Since ADB
. does not actively frade these financial instruments, such gains or losses are not realized unless

- ADB is forced to do so by risk events before maturity. ADB has instituted a very conservative
~ risk management policies to mitigate such risks.

~ Since. ADB intends to hold most borrowings and related swaps until maturity or- call the periodic |
- unrealized gains and losses reported under statutory basis will eventually converge wrth the net
. cash income/expenses ADB recognizes over the life of the transaction. v '

" The Management Reportmg Balance Sheet reconciled from the statutory reporting for the period
L ended 30 September 2010 can be found in Appendlx 1.

B. Selected FmancraI,D_ata

" Table 1 presents selected financial data on two bases: statutory reporting -basis and
management reporting basis. Ratios under statutory and management reporting bases, except
the return on eammg assets, were all lower compared with the same period last year as a result

| .of the decrease in interest rates, specrﬁcally US dollar and Japanese yen 6-month LIBOR. The -

increase in return on earnrng assets reflects the increase in net income and operating income
compared fo. the previous year. Please refer to the Overall Fmancral Results sectron for
drscussron on revenue and expenses : : '

ADB MANAGEMENT'S DISCUSSION AND ANALYSIS: 30> September 2010



-

*

Table 1: Selected Financial Data
(Amounts in $ million) : :

L . 30 September 2010 30 September 2009 31 December 2009
Operational Highlights ' ' ’ o

Loan and Guarantees Approved . . - 4,465 _ ' 6,026 , 11,417
Gross Loan Dibursements 3,702 . 3,737 7,898
Net Loan Disbursements?® - o 2,063 L 2,447 . 6,007
Statutory Reporting Basis o ¥ .
Net income (Loss) o 472 - - (286) - . (28)
Return on Earning Assets (%) 0.95 (0.35) - (0.05)
Return on Loans (%) v 1.54 2.85 2.67
Return on Investments (%) -~ 2.20 2.96 ' - 2.93
. .Cost of Borrowings (%) ' - 17 , 3.68 ' 291
Management Reportmg Basis . ) ' "
Operating Income” . 435 . ' 293 420
Return on Earning Assets (%) o " 0.90 . 0.72 0.77
Return on Loans (%) _ 1.58 " 2.78 2.55
" Return on Investments (%) ' 224 , 2.95 s 2.87
Cost of «Borrowings (%) - 0.82 _ 2.09 1.83
() = negative.

Note: Returns/cost of borrowings are based on annualrzed income/expenses and average assets/iabilities.
? Includes gross loan disbursements less pnncupal repayments and prepayments

b Startlng September 2009, management reportlng income is defined as the operating income (footnote 1)

c. Overall' FinanciaI Results '

Net Income (Loss) Table 2 presents the overall financial results for the nlne months ended 30
September 2010. Net income for the period was $472.1 million compared to net loss of $286.2
million for the same period in 2009. The increase in net income is primarily due to an increase of

~ $142.0 million in operating income and an increase of $616.3 million in net unrealized gains and

losses, driven by the favorable change in the fair value of derivative instruments.

Operating: Income. Operating income' for the nine months ended 30 September 2010 was

- $434.9 million compared to $292.9 million for the same period in 2009. The increase in
~operating income was predomlnantly due to the following: ' :

° $69.9 mllllonmcrea_se in income from equity investments;

. - $158.1 mtllion decrease in provision for losses which is mainly attributed to the decrease
in provisions by $82.0 million ($39.7 million — 2010; $121.6 million — 2009) and the
-increase |n write backs of $76 1 million ($80 5 million — 2010; $4. 4. mllllon 2009); and

e $325. 2 million. decrease in overall borrowings and related expenses resultlng malnly
~from declining mterest rates compared to the same perlod in 2009; offset by

o $256.4 mllllon decrease in overall loan income, mainly due: to decrease in lnterest
income brought about by the dechnmg mterest rate environment; :

1 Operating income is defined as statutory net income before unrealized gains/iosses on falr value changes of
borrowings and derivatives and ADB's proportlonate share in unrealized gains/losses from equity mvestment
accounted under eqmty method.

) .- ADB MANAGEMENT'S DISCUSSION AND ANALYSIS: 30 September.2010
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e $68.2 million decrease in investment income resulting mainly from decrease in interest
" income associated with lower returns on the investments portfolio; and

e $92.0 million increase in adm.inis{'r'ati've expéﬁses allocated to OCR due to the decrease
~in deferred loan origination cost resulting from adjustments in the estimate of the loan
~ origination costs and planned increase in administrative expenses.

Net unreaﬁzed_gains of $24.4 million for the nine months ended 30 September 2(510 (net
unrealized losses of $568.1 million — 2009) are primarily the result of changes in fair value
totaling $29.5 million ($565.9 million — 2009) for derivative instruments and selected borrowings

that are fair valued.

Table 2: Overall Financlal Results for the Nine Months Ended 30 September .
($ thousand) , _

“Increase
2010 2009 _ (Decrease) -
Income from loans | 552,309 650,619  (98,310)
Interest income . v 515,062 755,934 (240,872)
Provision for losses o - 40,860  (117,197) - (158,057)
Others ‘ ‘ 7 S (3,613) 11,882 . (15,495) . -
Income from investments o ’ : 311,211 379,368 (68,157)
Interest income , , - 279,950 361,598 (81,648)
Realized gain ‘ _ ;e . 31,261 17,770 13,491
Income (Loss) from equity investments (EI) s 83,549 -~ (6,332) 69,881
Profit on sale . 49,565 820 48,745
Realized losses on proportionate share of income - '
- from El accounted under the equnty method - (2,080) (13,942)  (11,862)
Impairment loss - , . L ©(1,148) (11,060) (9,914)
~Dividend income o ' o 17,184 17,748 (564)
Others : | - : 27 103 (76)
Other income/expenses—net ' _ o o 21,4'88' - 16,033 5,455
Borrowings and related eXpeﬁses - | , (294,973) (620,176)  (325,203)
Administrative expenses - OCR ' " (218,674) (126,631) 92,043
Operating Income - RR R . 438910 292,881 142,029
Net unreallzed gains. (losses) ' : | 24,370 (568,137) - 592,507
Net unreahzed gams (Iosses) on proportlonate share ' o :
of income from El accounted under the equitymethod -~ 12,840 - = (10,980) - 23,820
Netincome (foss) .~ . 472120  (286,236) 758,356

Note: The totals may not sum precisely due to rounding.

Review of Activities. During the period, 30 OCR loans totahng $3.9 billion were approved
compared with 34 approvals - totaling $6.0 billion for the same period last year. Total.
disbursements for both periods in 2010 and 2009 totaled $3.7 billion. Of the loan disbursements
for the period, 87.5% was for soverelgn loans and 12. 5% for: nonsovereign loans (91 9% and

8. 1% —2009).

ADB MANAGEMERNT'S DISCUSSION AND ANALYSIS: 30 September 2010



As of 30 September 2010, two nonsovereign -loans were in arrears and ln .non-accrual status
(three — 31 December 2009). The principal outstanding balance of these loans totaled to $33.0
million ($38.4 million — 31 December 2009) $21.8 mllhon ($19 0 million — 31 December 2009) of
which were overdue. ~

Loan Exposure. As of 30 'September 2010, OCR’s odtstanding loan exposure was $44.3 billion
($41.7 billion — 31 December 2009), after net unamortized loan origination costs and allowance
for loan losses, of which $42 1 bllhon is for sovereign loans and $2.2 billion |s for. nonsovereign
loans.

investment Position. The OCR investment portfolio after swaps including securities purchased
- under resale arrangement and accrued interest amounted to $18.7 billion as of 30 September
2010 ($14.4 billion — 31 December 2009). The annualized rate of return on total OCR
investments portfolio excluding unrealized gains and iosses was 2.2% for the nine ‘months
ended 30 September 2010 (3.0% — 2009)

D. Risk Bearing Capaclty

In the pursuit of its developmental mandate, the most sugmﬁcant risk faced by ADB arises when
a large part of its loan portfolio defaults. Thus, ADB's risk bearing capacity or capital adequacy
is designed to ensure that its equity capital is sufficient to absorb both the expected and
unexpected ‘losses due to such credit risk. Under the capital adequacy framework, ADB' will
assess. its capital adequacy at least annually with the outcome of the stress test designed to -
ensure -that ADB will have -sufficient capital to absorb the income loss due to non-accrual
shocks, while ensuring adequate income to sustain loan growth in the ensuing years. As of 30
September 2010, the stress test results indicated that ADB had an adequate equity capital
position in relation to the credit risk in |ts loan and guarantee portfolio. Aside from the income-
based stress testing of the ELR, ADB also measures its exposures to credit risk in terms of
“expected losses and accordingly provides the required loan loss provision and loan loss
reserves. ADB'’s internal credit risk model provides an estimate of the expected loss and the
volume of loans experiencing a non-accrual shock, the: latter bemg a key input in the Income-
-based stress testing of the ELR

E. Capital and Resources

The total authorized capital of ADB is 10,638,933 shares valued at $165.1 billion as of 30
September 2010. Subscribed capital as of 30 September 2010 is 7,395,895 shares valued at
$114.8 billion which consist of $6.3 billion paid-in and $108.5 billion callable. Callable capital
can be called only if reqwred to meet ADB'’s obligations incurred on borrowings or guarantees
under OCR. No call has ever been made on ADB's callable capltal .

As of 30 September 2010, ADB has received subscnptlons from 29 members under the fi fth
general capital increase (GCI V) totaling $46.4 billion. ’ _

To ensure adequate risk-bearing capacity, ADB reviews its income outlook annually Based on
that review, the Board of Governors approves the allocation of previous year’'s net income to -
reserves and surplus and to the extent feasible, it transfers part of the net income to Specral

Funds to support development actlvrtles in |ts DMCs '

ADB limits the total amount of dlsbursed Ioans approved equnty mvestments and the maximum
amount that could be . demanded from ‘ADB under its guarantee- portfolio, to lending authority
defined as the total amount of ADB's” unimpaired subscribed capital, reserves, and surplus,
exclusrve of the specral reserve ln addltlon ADB limits the gross outstandmg borrowings to the

 ADB MANAGEMENT'S DISCUSSION AND ANALYSIS: 30 September 2010
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~ borrowing authority defined as the sum of callable capital from nonborrowmg members, paid-in
| capttal and reserves (lncludlng surplus).

As of 30 September 2010, ADB s available Iendmg headroom was $81 3 billion ($29 5 brlhon -
| 31 December 2009). The $51.8 billion increase mainly resulted from $54.6 billion increase in the
~ lending authority, brought about primarily by (i) additional subscriptions received from the GCI
"V ($42.3 billion); and (ji) favorable translation adjustments ($11.8 billion); offset by (iii). the

| rncrease in outstanding loans, guarantees and equity mvestments ($2.8 billion). - .

 Asof 30 September 2010, ADB’s avartable borrowrng headroom was $27.7 billion ($5.8 billion -
' 31 December 2009). The $21.9 billion increase in the headroom mainly resulted from $28.2

_ billion increase in borrowing authority, brought about mainly by: (i) increase in callable capital -
- from nonborrowing member-countries and paid-in-capital received from GCI V ($21.5 ‘billion);

- and (ii) favorable translation adjustments ($6.0 billion); offset by (m) increase in total outstandrng

- borrowings after swaps ($6.3 billion).

lll. Special Funds

- In addrtron 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

ithe Asian Currency Crisis Support Facility (ACCSF); the ADB Institute Special Fund (ADBISF);
. ithe Asian Tsunami Fund (ATF); the Pakistan Earthquake Fund (PEF); the Regional Cooperation

- ' ‘and Integration Fund (RCIF); the Climate Change Fund (CCF); and the Asia Pacific Disaster

-Response Fund (APDRF): 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.

A. Asian Development Fund (ADF)

The ADF is ADB'’s conCessionaI- Iending window from which loans arevprovided to DMCs withv
. low per capita gross national product and limited debt repayment capacity. As of 30 September .

. 2010, the governments of 32 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. ADF also provides financing in the form of grants for prOJects ‘

f and programs of high. developmental pnonty

- in August 2008, the Board of Govemqrs adopted the resolutron providing for the ninth
. replenishment of the ADF (ADF X) and the fourth regulanzed replenishment of the TASF. Total
replenishment size is SDR7.4 billion ($11.8 billion), with new donor contributions totaling
~ SDR2.7 billion ($4.2 billion equivalent). 3% of the total replenishment will be for TASF. The

. replenishment became effective on 16 June 2009. As of 30 September 2010, ADB has received B

mstruments of contnbutlons from 27 donors with a total amount equivalent to SDR2 3 billion.

Loan Comversron As an appllcatlon of the new currency management framework ADB offered a
~ full-fiedged special drawing rights approach to ADF legacy loans by providing ADF borrowers with
the option to convert their existing liability (i.e., disbursed and outstandnng loan balance) in various
currencies into special drawing rights, while the undisbursed portions will be treated as new loans.
The conversion was made available beginning 1 January 2008 and as of 30 September 2010, 17
out of 30-ADF. borrowrng countries have opted for the conversion which are being carried out on
the nearest loan.- service payment date of each loan from the dates the borrowing countries
confirmed their concurrence. In accordance with the required accounting treatment of franslation
adjustments for non-functlonal currencies, e.g. SDR, the translation adjustments of the loans were

5 ~"ADB MANAGEMENT'S DISCUSSION AND ANALYSIS: 30 September 2010



reported as realized gains for the penod “k\’Nlth a correepondlng reduction in other comprehensive
income. Hence, the loan conversion had neutral effect on ADF’s overall financial position. There
“were no loan conversuons for the nine: months ended 30 September 2010 (45 — 2009). :

* Grant Framework and Hard-term Facility. The ADF grant framework Ilmrted grants ellglblhty to
ADF-only countries and introduced a new hard-term ADF-lending facility. The facility has a fixed
interest rate of 150 basis points below the weighted average of the ten-year fixed swap rates of
the special drawing rights component currencies plus the OCR lending spread, or the current ADF
rate, whichever is higher. Other terms are similar to those of regular ADF loans. The interest rate
is being reset every January and applied to all hard-term loans approved in that year and will be -
fixed for the life of those loans. For hard-term ADF loans approved in 2010, the interest rate was
set at 2.22% (1.60% — 2009). During the nine months ended 30 September 2010 there was one

loan approval under this new facility (f ve — for the year 2009).

Heavrly Indebted Poor Countrles (HIPC) Debt Relief. In Apnl 2008, the Board of Governors

“adopted the policy for providing Heavily - Indebted Poor Countries (HIPC) relief from Asian

Development Fund debt and proposed debt relief to Afghanistan, for ADB to participate in the
HIPC debt relief, and to provide Afghanistan with debt relief. The estimated principal amount of
Afghanistan’s ADF-debt to be forgiven and charged against ADF income is $82.4 million. The
principal component of the estimated debt relief costs was recorded as a reduction of the
. disbursed and. outstanding loans on a provisional basis. The accumulated provision for HIPC
‘Debt Relief is reduced as debt relief is provided on the loan service payment dates. As of 30
September 2010, outstanding loans of $2.4 million had been written off under this arrangement

Contributed Resources ADF X became effective on 16 June 2009. As of 30 September 2010
$3.6 billion has been committed and made effective, of which. $1.7 billion has been received and

made available fo_r operational commitments. N -

In August 2010, ADB’s Board of Governors adopted Board Resolution No. 345 to reduce
Nauru’s contribution to the- fifth replenishment (ADF V1) of the Asian Development Fund and
second regularized replenishment of the Technical Assistance Specnal Fund from $2.0 mllllon to
$0.4 million. The reduction consrsted of the remaining unpaid commitment.

During the period, $754.7 mllllon contributions ($748 5 million — ADF X, and $6.2 million'— ADF
IX), inclusive of amortized discount due to accelerated note encashments, were received and
made available for operational commltment These were recorded as contributed resources of

ADF in 2010

Total resources committed, inclusive of discounts on contributions due to accelerated note
encashments for ADF [X and X, amounted to $38.3 billion as of 30 September 2010 ($36.5
“billion — 31 December 2009), of which $36.0 billion ($33.6 billion — 31 December 2009) was
made available for operational commitments. The $2.3 billion contributions not yet available
($2.9 billion'— 31 December 2009) comprises of: (i) unpaid qualified. contributions; (ii) unpaid
contributions from .donors who exercised pro-rata rights based on qualified contributions; and
(i) unamortized discounts on accelerated note encashments (ANE). The 'balance of-
commitment authority available for operations at 30 September 2010 lncreased to $2.4 billion
($1.7 brlllon 31 December 2009). :

Review of Activities. During the period, 32 ADF loans totaling $1.4 billion were approved
compared with 23 approvals. totaling $1.3 billion for the same period last year. Disbursements
for the period totaled $1.1 billion, a decrease of 19.8% from $1.4 billion for the same period in
2009. ' '

ADB MANAGEMENT'S DISCUSSION AND ANALYSIS: 30 September 2010
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As of 30 September 2010, 28 sovereign loans to Myanmar were. in arrears and in non-accrual
status. The principal outstanding balance of these loans totaled to $0.6 billion ($0.6 billion — 31
December 2009), $0.3 billion ($0.3 billion — 31 December 2009) of which were overdue.

Grants are’recogmzed in the financial statements upon effectivity, i.e. when the agreements are
signed and all conditions are: satisfied. During the period, 16 grants totalmg $0.5 billien (22
grants totallng $0 6 bllllon 2009) became effectlve .

Loan Exposure As of 30 September 2010, ADF’s outstandlng loan exposure was: $28 7 bllllon
net of allowance for HIPC Debt Relief of $79.9 mitlion.

Investment Posrtron The ADF mvestment portfolio lncludlng securities purchase'd under resale _
- arrangement and accrued interest amounted to $5.8 billion as of 30 September 2010 ($5.7
billion — 31 December 2009). About 36.2% of the portfolio was placed in bank deposits and

63.8% was invested. in fixed income securities. The -annualized: rate of return on fotal ADF

investments portfolio excluding ‘unrealized gains and losses was 1.9% for the nine months
ended 30 September 2010 (2.3% — 2009) ,

| B. , Techmcal Assrstance Speclal Fund ( TASF)

The Technlcal Assrstance Special Fund was established to provide technical assistance on a
- grant basis to developing member countnes of the Asian Development Bank and reglonal

" technical assistance (TA)

n August 2008, the Board of Governors adopted the resolution providing for the - ninth

~ replenishment of the ADF (ADF X) and the fourth regularized replenishment of the TASF.

- Considering the demand estimate and the availability of funds from other sources, the donors

- | agreed to allocate 3% of the total replenishment size as the fourth replenishment of the TASF.
- The replenlshment wrll cover the four-year penod 2009 to 2012 (see related notes under ADF).

Contributed Resources. As of 30 September 2010, 27 donors commltted a total of $288.5
- million to TASF, as part of the ADF X and the fourth regularized replenlshment of TASF. Of the
- total commitment, $1 35 6 million have been recelved

During the period, - India and Pakistan made dlrect voluntary contnbutlon amounting to Rs20.0
million ($0.4 million) and $0.1 million, respectively. In addition, $40.0 million was allocated to
TASF as part of OCR's 2009 net income allocation and a total of $0.4 million regularized
replenishment was received. As of 30 September 2010, total TASF resources amounted to
$1,758.9 million, of which $1,455.7 million was committed, leaving an uncommltted balance of
$303 2 million ($322.7 million — 31 December 2009).

Operatlons Total TA commltments (approved and effecthe) durlng the period amounted to
$74.6 million ($65 6 million — 2009), net of $8.4 million ($10.3 million — 2009) write back of
undlsbursed commltments for completed and cancelled TA projects. Undisbursed commitments
~ for technical assistance increased to $263 8 mllllon as of 30 September 2010 ($2“58 8 mr‘lllon as

of 31 December 2009).

» lnvestment Position. As of 30 September 2010, total TASF mvestment portfolio, amounted to
-$370.4 million, compared to $328.1 million balance as of year-end of 2009. Revenue from
investments for the nine months ended 30 September 2010 decreased to $1.7 million from $2.0

s million for the same period in 2009, due to decrease in average yield.

" ADB MANAGEMENT'S DISCUSSION AND ANALYSIS: 30 September 2010 -



-C. Japan Specral Fund (JSF)

. The Japan Specsal Fund was establlshed in1988 to help developrng member countries of ADB
" restructure their economies and broaden the scope of opportunities for new lnvestments mamly‘
through technical assistance operations. S :

Contrlbuted Resources. As of 30 September 2010, Japan’s cumulative contribution to the fund
“amounted to $973.7 million (¥112.9 billion), $922.2 million of which has been committed, leaving
an uncommltted balance of $51.5 mllhon ($67 8 mllllon 31 December 2009) S

'Operatrons Dunng the penod total TA commltments amounted to $16.2 million ($25.2 million -
2009), net of $7.2 million ($3.6 million — 2009) write:back for financially completed and cancelied
projects. The undisbursed TA commitments decreased to $82.0 million as of 30 September _
2010 ($941 million — 31 December 2009) ERE 4

Investment posutlon As of 30 September 2010, total JSF investment portfolio amounted to
$127.3 million ($158.5 million — 31 December 2009). Revenue from investments for the nine
months ended 30 September 2010 decreased to-$0.3 milliorr from $1.2 million for the same
period in 2009 due to the decrease in the average volume of investments’ and Iower yield on
time deposrts :

Asian Currency Crisis Support Facility (ACCSF). The ACCSF was established in March
1999 for a three-year period as an independent component of the JSF and was terminated on
22 March 2002. Subject to the Government of Japan’s instruction, the remaining funds of $36.6
million as of 30 September 2010 will be retained in the ACCSF until the completlon of

admlnlstratlve matters.
’D. ADB Institute Specral Fund (ADBISI'-')

- The ADB lnstltute Special Fund was established in 1996 as a subsidiary body of ADB, whose -
objectives are the identification of effective development strategies and capacity improvements for .
sound development management in developlng member countnes :

The costsior operating the ADB lnstltute are met from ADBISF which is administered by ADB
in accordance with the Statute of ADB Institute. As of 30 September 2010, the balance of net
current assets excluding property, furniture, and equrpment available for future projects and
programs of the ADB Instrtute was $5.6 million.

E.  Asian Tsunami Fundl(A TF)

The Asian Ts"unam‘i‘ Fund was established in February 2005 in response' to the 'special
circumstances surrounding the developing member countries that were stncken by the effects of
the tsunami on 26 December 2004 ' :

Contrlbuted Resources As of 30 ’September 2010, total resources of the fund amounted to
$586.9 million, $583.4 million of which has been committed, Ieavrng an uncommitted balance of
$3.5 million ($4.5 million — 31 December 2009) :

~Operations. There were no technical -assistance or grants approved or made effective during

the period. The balance of undisbursed commitments as of 30 September 2010 amounted to
$58.7 million, compared with $116.8 million as of year-end of 2009.

"‘ADB"MANAGEMENT'S DISCUSSION AND ANALYSIS: 30 September 2010
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Investment position. As of 30 September 2010, total mvestment portfolio of ATF .amounted to -
- $43.5 million ($97.9 million — 31 December 2009). Revenue from investments for the nine

months ended 30 September 2010 decreased to $0.1 million from $1.1 million for the same
period in 2009 due to the decrease .in the average volume of investments and lower yield on

~ time deposits.

| F. Paklstan Earthquake Fund (PEF)

The Pakistan Earthquake Fund was estabhshed in November 2005 in: response to the specral -

needs of Pakistan sybsequent to the earthquake on 8 October 2005. The dedicated fund is to
deliver grant financing for investment projects and technical assistance to support |mmed4ate
reconstruction, rehablhtatron and associated-development activities. :

Contnbuted Resources As of 30 September 2010, total resources of the fund amounted to
$145.0 million, $141.4 million of which has been committed, leaving an uncommltted balance of

| $3.6 million ($3.3 million — of 31 December 2009).

Operations. There were no technical assmtance or grants approved or made effectrve during

the period. The balance of undisbursed commitments as of 30 September 2010 amounted to

$36.9 million, compared with $49.4 million as of year-end of 2009.

Investment »pbsttion. ‘As of 30 September 2010, total investment portiolio of PEF amounted to
$25.2 million ($49.2 million — 31 December 2009). Total revenue from investments for the nine

‘months ended 30 September 2010 amounted to $0.9 million compared with $1.8 million during -

the same period in 2009 due to the decrease in average volume of mvestments and decllne in

- -average yield. ,
G, Regional Cooper'ation and Integration Fund (R‘CIF)

" 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.

: Contnbuted Resources. In May 2010 the Board of Govemors approved the transfer of $10 0

million from the 2009 OCR allocable net income. As of 30 September 2010, total resources of

- the fund amounted to $53.0 million, $39.5 million of which has. been committed, leaving an
uncommitted balance of $13.5 million ($12.5 million — 31 December 2009)

' Operations. During the penod nine technical assistance (TA) and one supplementary TA
© | approval totaling $8.9 million became effective (nine TA and one supplementary TA approval -
~ totaling $9.3 million — 2009). The balance of undisbursed commitments as of 30 September

- 2010 amounted to $28 2 million, compared wuth $23.1 million as of year-end of 2009

‘ Investment posrtlon As of 30 September 2010 total mvestment portfolio of RCIF ‘amounted to
.$38.5 million ($34.9 million — 31 December 2009). Revenue from investments for the nine

months ended 30 September 2010 decreased to $0.1 mllhon from $0. 3 mllllon for the same
penod in 2009 due to the decline in average yleld ,

H. Cllmate Change Fund (CCF)

The CCF was" estabhshed in Aprll 2008 to facmtate greater mvestments in DMCs to address the
causes and consequences of climate change atongsude ADB's own assistance in various

" related sectors.

" ADB-MANAGEMENT'S DISCUSSION AND ANALYSIS: 30 September 2010



Contributed Resources. In May 2010, the Board of Governors approved the transfer of $10.0
million from the 2009 OCR allocable net income. As of 30 September 2010, total resources of
. the fund amounted to $51.0 mllllon, $31.8 million of which has been committed, leavmg an
uncommitted. balance of $19 2 m|II|on ($26 7 mtlhon 31 December 2009).

Operations. . During the : penod, nine technical assustance (TA) and grants and two
supplementary TA approvals totaling $17.2 million were approved and became effective (13 TA
and grants totaling $10.8 million — 2009). The balance of undisbursed commitments as of 30
September 2010 amounted to $27'3 million ($13.0 million — 31 December 2009).

Investment position. As of 30 September 2010, total investment portfolio of the CCF_
amounted to $44.3 million ($39.2 million — 31 December 2009). Total revenue from investments
for the nine months ended 30 September 2010 decreased to $0.1 million from $0.2 million for
the same period in 2009 due to the decline in average yield.

I Asia Pacific Disaster RespOnse Fund (APDRF)

The APDRF was establlshed on 1 April 2009, to provide, in a timely fashion, lncremental grant
resources to DMCs affected by a natural dlsaster

Contrlbuted Resources. The initial fund of $4O 0 m|I||on was fransferred from ATF in May o
2009. With accumulated investment income of $0.1 million, total resources of the fund as of 30
September 2010 amounted to $40.1 ‘million, $9.5 million of which has been committed, leaving
an uncommltted balance of $30 6 million ($33.1 million — 31 December 2009).

' Operations. There was one grant approved and became effectlve totaling $2.5 million during
the period (nil — 2009). As of 30 September 2010, the balance of undisbursed commitments was
$8.5 million ($7 0 million — 31 December 2009).

Investment position. As of 30 September 2010, total investment portfolio of -the APDRF

amounted to $20.1 million ($29.6 million — 31 December 2009). Total revenue from investments
for the nine months ended 30 September 2010 and 2009 was $0.1 mIIIIOI"I '

ADB MANAGEMENT'S DISCUSSION AND ANALYSIS: 30 September 2010
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. Appendix 1

' Condensed Management Reportmg Balance Sheets as of 30 September 2010 and 31 December 2009

($ thousand)
30 September 2010 31 December 2009
Statutory i ' Management Management
Basis Adjustments”  pouorting Basis  Reporting Basis
Due from banks A 158,239 - 158,239 129,843
Investments and accrued income 18,546,575 - 18,546,575 14,237,703
Securities. transferred under ’ : E
| repurchase agreement 940,302 - 940,302 551,386
| Securities purchased under ‘ :
~ resale arrangement’ ~ 470,489 - 470,489 335,240
" - Loans outstanding and accrued : R y : B ' .
| interest , 44 ,457,630. . (300) 44,457,330 41,921,783
Provision for loan losses and :
" unamortized net loan o .
origination costs 6,817 = - 6,817 (18,636)
‘Equity investments - 958,972 - (37,508) 021,464 859,772
Receivable from members 307,232 ’ - 307,232 142,181
Receivable from swaps ' S .
- Borrowings 29,346,846 (3,360,472) 25,986,374 22,157,287
Others - 2,695,120 ©(199,450) . 2,495,670 818,779
Other assets - 2,500,111 ) - 2,500,111 1,520,815
TOTAL 100,388,333 - (3,597,730) 96,790,603 -.82,656,153
Borrowings and accrued : : . o
| interest 51,571,412 (685,140) 50,886,272 43,062,391
* Payable for swaps ‘ , ‘. o L
Borrowings 25,265,876 ©(2,241,012) 23,024,864 20,569,240 .
| Others 3,000,922 (375,549) - 2,715,373 926,081
~ Payable for swap .
related collateral .~ 1,966,950 - 1,966,950 735,050
- Payable under securifies o , o , :
" repurchase agreement 929,371 - 929,371 555,000
Accounts payable and ' R o
other liabilities - 1,225,833 - - 1,225,833 1,763,223
Total Liabilities 84,050,364 (3,301,701) 80,748,663 67,610,985
Paid-in capital 4,189,944 - 4,189,944 3,818,297
Net notional maintenance of value : » '

" receivable (465,502) - (465,502) (523,220)
Ordinary reserve 10,024,274 1,629 10,025,903 9,791,035
Special reserve 226,736 - 226,736 218,903
Loan loss reserve 246,000 - 246,000 493,162
Surplus 1,131,756 - 1,131,756 884,594
Cumulative revaluation adjustments :

“account 183,521 (183,521) . - -
Net income® 464,288 (37,210) 427,078 410,882
Accumulated other comprehenswe SRR ' '

income _ 336,952 (76,927) 260,025 (48,485)

Total Equity 16,337,969 (296,029) ' 16,041,940 15,045,168
TOTAL 100,388,333 (3,597,730) ' -96,790,603 82,656,153

()= negahve ) :

* Inciudes reversal of ASC 815/825 effects and ADB's share in unrealized gains or Iosses from equity investments accounted under the

equity method.

Sk Net income after appropnatlon of guarantee fees to Specnal Resene.
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ASIAN-DEVELOPMENT BANK—ORDINARY CAPITAL RESOURCES
CONDENSED BALANCE SHEET

30 September 2010 and 31 December 2009

Expressed in Thousands of United States Dollars (Note B)

"OCR-1

30 September
{Unaudited) 31 December
ASSETS
DUE FROM BANKS '$ 158,239 $ 129,843
INVESTMENTS (Notes C and M) 18,429,284 14,123,579
SECURiTIES TRANSFERRED UNDER REPURCHASE AGREEMENT (Notes D and M) 940,302 561,386
SECURITIES PURCHASED UNDEI;Q RESALE ARRANGEMENT (Notes D and M) 470,489 335,240
LOANS OUTSTANDING {Notes E and M}
(including ASC 815 adjustment of $300 - 30 September 2010, $365 - 31 December 2009,
net unamortized loan origination costs of $53,144 - 30 September 2010, $84,606 - 31 December 2009,
net of allowance for loan Iosses of $46, 327 30 September 2010, $103 242 - 31 December 2009) 44,268,039 41,713,048
EQUITY INVESTMENTS (Notes H and M) 958,972 884,440
ACCRUED INTEREST RECEIVABLE 313,699 304,588
RECEIVABLE FROM MEMBERS (Note M) 307,232 142,18;1
RECEIVABLE FROM SWAPS (Notes G and M) :
Borrowings $ 29,346,846 © $ 24,917,264 .
Others 2,695,120 32,041,966 1,044,854 25,962,118
OTHER ASSETS ) ) .
Property, furniture; and equipment :- . L 160,896 158,809;
Investment related receivables i RO 166,314 K 477,016 -
‘Swap related collateral (Note M) 11,966,950 . 735,050
Securities from restructuring arrangement (Note E and M) 38,858 c-
Miscellaneous (Note 1} 167,093 2,500,111 149,940 1,520,815 .
TOTAL $'100,388,333 - § 85,667,238
BILITH AP|TAL . A R VE
BORROWINGS ({Notes G, J, and M) :
At amortized cost $ 3,871,741 $ 3,776,212
At fair value 47,182,094 $ 51,053,835 38,313,203 $ 42,089,415
ACCRUED INTEREST ON BORROWINGS : 517,677 408,783
PAYABLE FOR SWAPS {Notes G, J, and M) . .
Borrowings 25,265,876 23,503,343
Others ) 3,090,922 28,356,798 1,284,160 24,797,503
PAYABLE UNDER SECURITIES REPURCHASE AGREEMENT (Note D) ' 929,371 555,000
ACCOUNTS PAYABLE AND OTHER LIABILITIES .
Investment related payables i 200,352 689,786
Payable for swap related coflateral {(Note M) 1,966,950 735,050
Undisbursed technical assistance commitments 1,905 10,355
Advance payments on subscriptions 30,665, - - -
- A d ion and p t it medical benefit costs 880,048 903,466
Misosllanem (Note ) - 112,863 3,192,783 159,616 2,498,273
Total liabllities 84,050,364 70,348,974
CAPITAL AND RESERVES (OCR-4)
Capital Stock (Note K)
Authorized (SDR106,383,330,000 - 30 September 2010 and 31 December 2009) .
Subscribed (SDR73,958,950,000 - 30 September 2010; SDR38 893,430,000 - 31 December. 2009) 114,804,259 60,751,149
Less -“callable" shares subsalbed 108,542,278 56,640,850
"Paid-in" shares subscribed 6,261,981 4,110,299
Less - subscription instaliments. not due 1,997,930 217,636
Subscription instaliments matured 4,264,051 3,892,663 .
Less: Capital transferred to the Asian Development Fund 73,903 74,366
Paid-in-Capital - Prepayment Discount 204 -
. i 4,189,944 3,818,297
Netr t ts required to mal value of y holdings (465,502) (523,220)
Ordinary reserve (Note K) 10,024,274 8,789,807
Special reserve (Note K) 226,736 218,903
Loan loss reserve (Note K) 248,000 493,162
Surplus (Note K) 1,131,756 884,594
Cumulative revaluation adjustments account (Note K), 183,521 631,129
Net income (loss) after appropriation
For the calendar year 2009 (Note K) - (36,725}
For the nine months ended 30 2010 (OCR-2) . 464,288 -
Accumulated other comprehensive income (OCR-4) 336,952 42,317
Total Capital and Reserves 16,337,969 15,318,264
$ 100,388,333 $ 85,667,238

TOTAL

The accompanying notes 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 Months Ended 30 September 2010 and 2009
Expressed in Thousands of United States Dollars (Note B}

OCR-2

NET INCOME (LOSS) -

2010 . 2009
(Unaudited) " (Unaudited)
REVENUE (Note L) : . ,
From loans (Note E)’ ' $ 511,452 $ 767,816
From investments (Note C) _ 279,950 - 361,598
From guarantees : 7,832 6,324
From equity investments , 27,971 (7,072)
-From other sources - net (Note L) o 15,960 13,859
TOTAL REVENUE o ' ' S 843,165 . 1,142,525
EXPENSES (Note L) , o
Borrowings and related expenses ) . 294,973 623,143
Administrative expenses (Note L) 218,674 126,631
Technical assistance to member countries o (195)- ' 81
‘Provision for losses (Note E) ] _ . (40,860) 117,197
Other expenses (Note L) ~ 2520 4,183
TOTAL EXPENSES 475,112 871,235
NET REALIZED GAINS (LOSSES)
From loans _ Q) -
From investments (Notes C and L) : L 31,261 17,770
From equity investments ' i 48,418 (10,240)
From borrowings - 2,967
Others 21 114
NET REALIZED GAINS . ' ' “ - » - 79,697 - 10,611
. NET UNREALIZED GAINS (LOSSES) (Notes J and L) ’ : 24,370 - ° ' (568,137)
$ 472120 $ (286,236)

The accompanying notes are an integral part of these financial statements (OCR-5).
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ASIAN DEVELOPMENT BANK—ORDINARY CAPITAL RESOURCES
CONDENSED STATEMENT OF CASH FLOWS .
For the Nine Months Ended 30 September 2010 and 2009
Expressed in Thousands of United States Dollars (Note B)

. OCR-3

CASH FLOWS FROM OPERATING ACTIVITIES
Interest and other charges on loans received
Interest on investments received
Interest (paid) received for securities purchased under resalelrepurchase arrangement
Interest and other ﬁnanc:al expenses paid
Administrative expenses paid

" Technical assistance to member countnes disbursed

Others—net :

Net Cash Provided by Operating Activiies

CASH FLOWS FROM INVESTING ACTIVITIES
Sales of investments
Maturities of investments
Purchases of investments
Net payments on future contracts
Net (payments) receipts for securities purchased under resale arrangement
Principal collected on loans
Loans disbursed
Receipts from swaps
Payments for swaps

" Property, furniture, and equipment acquired

Change in swap related collateral
Purchases of equity investments
Sales of equity investments

Net Cash Used in Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from new borrowings :
Borrowings redeemed -

Matured capital subscriptions collected -
‘lssuance expenses paid

Demand obligations of members encashed

Receipts from swaps

Payments for.swaps

Resources transferred to ADF

Resources transferred to TASF

Resources transferred to RCIF

Resources transferred to CCF

Net Cash Provided:by Financing Activities
Effect of Exchange Rate Changes on Due from Banks
Net Increase (Decrease) in Due from Banks

Due from Banks at Beginning of Period

Due from Banks at End of Period

16

2010 2009
{Unaudited) (Unaudited)
$ 505088 § 716,815

271,601 341,418
(765) 528
(218,348) (631,973)
.(248,334) (110,349)
(84) (10,031)
17,853 52,061
326,811 358,469
3,630,057 15,804,248
75,669,911 . 36,793,383
| (84,436,501) (54,174,409)
(348) (205)

(145,025) 172,887

1,501,547 1,290,568

(3,666,563)  (3.662,304)

420,399 . 5,070

(554,578) (8,096)

(15,076) (12,807)
1,231,900 -
(43,814) (40,628)
95,433 21,670
(6,222,658) . (3,720,623)
12,665,410 8,360,195
(6,677.351) (4,439,412)
175,690 3,655
(36,961) (12,239)
12,181 5742
73,777 19,053
(114,635) (444,263)
~ (120,000) (120,000)
(40,000) (23,000)
(10,000) -
{10,000) -
5,918,111 3,349,731
6,132 (37,604)
28,396 (50,027) -

129,843 142,238

$ 158239 $

92,211

The accompanying notes are an integral part of these financial statements (OCR-S).
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ASIAN DEVELOPMENT BANK—ORDINARY CAPITAL RESOURCES
CONDENSED STATEMENT OF CHANGES IN CAPITAL AND RESERVES
For the Nine Months Ended 30 September 2010 and 2009

Expressed in Thousands of United States Dollars (Note B)

OCR4

2009

2010 :
(Unaudited) (Unaudited)
Balancé, 1 January ’ © -$15,318,264 y $ 15,269,470
Comprehensive income for the period: B . ' )
Net income (loss) for the period (OCR-2) $ 472,120 - $ (286,236)
Other comprehensive income for the penod 294,635 766,755 L 145,045 (141,191)
Subscriptions received R i ) . 307,451 i 2,560
Change in SDR values . ' . 64401 6,831
Paid-in-capital - prepayment.discount - o ) 7 (205)
Change in Ordinary Reserve - a : o 3,585 1,298
Notional MOV - ... 57,118 (25,041)
Allocation to ADF ) oo (120,000) (120,000)
Aliocation to TASF ) : ) (40,000) (23,000)
Aliocation to CCF . : -+ (10,000) -
Allocation to RCIF . ' ~ (10,000) -
_ Balance at end of period ST 8 16,337,960 $ 14,970,927
Accumulated Other Co}mprehens‘iver Inco_mé )
For the Nine Months Ended 30 September 2010 and 2009
Expressed in Thousands of United States Dollars (Notes C, G, and H)
ASC 815 Adjustments Accumuiated Translation - Unrealized investment Minimum Pension Accumulated Other -
‘and Amartizations L Adjustments Holding Gains (Losses) Liability Adjustment Comprehensive income
{Unaudited) ) (Unaudited) (Unaudited) {Unaudited) - {Unaudited)
2010 2009 2010 E 2009 2010 2009 2010 2009 2010 2009
. Balance, 1 January % (1620) $ - (958) § 6747 - § (156,805) $ 683627 §$ 460,599 § (646,437) $ (401 557) § 42317 $ (98,721)
Amortization (148) (285) s = - - - - - (148) (285)
Other comprehensive ' ] . : .
income for the period ) - ~ 74,866 52,107 219,895 93,223 22 - 294,783 145,330
Balance, 30 September . $ (1,768) $ (1,243) $ 81,693 '§ (104,698) $ 903,522 $ 553,822  § (646,415) '$ (401,557). § 336,952 $ 46,324

The accompanying notes are an integral part of these financial statéments (OCR-5).
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OCR-5

ASIAN DEVELOPMENT BANK—ORDINARY CAPITAL RESOURCES
NOTES TO CONDENSED FINANCIAL STATEMENTS
For the Nine Months Ended 30 September 2010 and 2009
(Unaudited)

NOTE A—INTERIM FINANCIAL INFORMATION

These unaudited condensed interim financial statements should be read in conjunction -with the 31

December 2009 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 months ended
30 September 2010 and 2009 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 all members. are functional mrrencies 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 doliars.

The preparation of the financial statements in conformity with accounting principles generally accepted in
the United States of America 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 December 2009, the Financial Accounting Standards Board (FASB) issued Accounting Standards
Update (ASU) 2009-16, “Transfers and Servicing (Topic 860) ~ Accounting for Transfers of Financial .
Assets.” This update addresses the information that a reporting entity provides in its financial reports
about transfers of fi nancial assets including; the effects of a transfer on its financial position, financial

- performance, and cash flows; and a transferor’s. continuing involvement in transferred financial ‘assets.
This update is applicable at the start of an entity’s first fiscal year beginning after 15 November-2009, or 1

- January 2010 for entities reporting earnings on'a calendar-year basis. Notes D, G, and M provide. the

reqwred disclosures in compliance with thls update '

in December 2009 the FASB issued ASU 2009-17, "Consolldatlons (Topic 810) — Jmprovement fo
Financial Reporting by Enterprises Involved with Vafiable Interest Entitiés.” This standard updates certain

-~ requirements of FASB Interpretation No. 46 (revised December 2003), “Consolidation of Variable Interest

~ Entities” relating to enterprises involved with variable interest entities (VIEs). This update is applicable at
the start of an entity’s first fiscal year beginning after 15 November 2009, or 1 January 2010 for entities
reporting earnings on a calendar-year basis. Subsequently, in February 2010, the FASB issued ASU 2010-
10 which defers application of ASU 2009-17 for a reporting enterprise’s interest in certain entities if (1) the
. - entity either has all the attributes of an investment company as specified in the Accounting Standards
.- Codification (ASC) or is an entity for which it is industry practice to account for its assets at fair value
. through earnings, (2) the reporting enterprise does not have an explicit or implicit obligation to fund losses of
.the entity that could be potentially significant to that entity, and (3) the entity is not a securitization entity; an
asset-backed financing entity, or an entity that was formerly considered a qualifying special purpose entity,
as well as interests in entities that are required to comply with or operate in accordance with requirements
* that are similar to those included in Rule 2a-7 of the Investment Company Act of 1940. ASU 2010-10 is
. effective beginning as of the first annual reporting period that begins after 15 November 2009. ThlS update
" did not have a material tmpact on OCR's 30 September 2010 ﬁnancral statements.

' ln January 2010, the FASB issued ASU 2010-06, “Fair Value Measurements and Dlscloeures (Topic 820) —

Improving Disclosures about Fair Value Measurements.” ASU 2010-06 amends ASC 820 to add new
disclosures requirements for transfers in and out of Levels 1 and 2 measurements and separate disclosures
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continued

about gross purchases, sales, issuances, and settlements relating to Level 3 measurements. It also clarifies

~ existing fair value disclosure requirements about the level of disaggregation and about inputs and valuation

techniques used to measure fair value. ASU 2010-06 is effective for the first interim or annual period
beginning after 31 December 2009 except for the requirement to provide the Level 3 activity of gross
purchases, sales, issuances and settlements, which will be effective for fiscal years beginning after. 15
December 2010 and for interim periods within those fiscal years. Note M provides the required disclosures

- 'in compliance to.the updates for Levels 1.and 2.- The impact of this update relatlng to Level 3 will be:

reflected startrng wrth OCR'’s 31 March 2011 f' nancial statements.

In February 201 0, the FASB issued ASU 2010-09, “Subsequent Events (Topic 855) — Amendments to
Certain Recognition and Disclosure Requirements.” ASU -2010-09 reiterates that an SEC filer is required to
evaluate subsequent events through the date that. the financial statements are- issued and removes the
requirement for an SEC filer to disclose the date through which subsequent events have been evaluated. To
comply with this update, ADB issued a policy providing guidance on accounting for and disclosures' of
subsequent events applicable to both ADB’s interim and annual financial statements. Note N provides the

required dlsclosures in compliance with this update.

In March 2010, the FASB issued ASU 2010-11, “Derlvatlves and Hedglng ( Toplc 815) — Scope Exception
Related fo Embedded Credit Derivatives.” ASU 2010-11 improves disclosures originally required under
Subtopic 815-15. ASU 2010-11 is effective for each reporting entity at the beginning of its first fiscal quarter
beginning after 15 June 2010. This update did not have a material impact on OCR’s 30 September 2010 -

i nancial statements

in July 2010, the FASB issued ASU 201 0-20 “Receivable (Topic- 310) — Disclosures about the Credit
Quality of Financing Receivables and the Allowance for Credit Losses.” ASU 2010-20 enhance disclosures
about the credit-quality of financing receivables and the related allowance for credit losses. Existing
guidance is amended to reqwre an entity to provide a greater level of disaggregated information about the
credit quality of its financing receivables and allowance for credit losses. As a result of these amendments,
ADB is required to disclose credit quality indicators, past due information, and modifications of its financing
receivables. The improvement will help financial statement users assess an entity’s credit risk exposures'
and its allowance for credit-losses. The disclosures are effective for interim and annual reporting periods
ending on or after 15 December 2010. The disclosures about activity that occurs during a reporting period
are effective for-interim and annual reporting periods beginning on or after 15 December 2010. ADB is

’ currently assessing the impact of this update on OCR's financial statements.

In March 2010, ADB revised its estimate of impairment that cannot be specifically identified for the
nonsovereign portfolio. The additional provrsmn is reflected as part of provrsmn for losses |n OCR—2 and
Note E. :

NOTE C-—INVESTMENTS |

The main investment management objective is to maintain security and liquidity. Subject to these
parameters, ADB seeks the highest possible return on its investments. Investments are governed by the
Investment Authority approved by the Board of Directors in 1999, and reviewed in 2006. The review
endorsed a portfolio strategy that is Iargely consistent W|th the 1999 approach. :

" Al investment securities and negotlable certrf'cates of deposit held as of 30 September 2010 and 31

December 2009 other than derivative instruments are considered “Available for Sale” and are reported at
estimated fair value (FV), which represents their fair market value. Time deposits are reported at cost, which
is a reasonable estimate of FV. Unrealized. garns 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 darly\settlement of the net cash margin.
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i Interest on investment securities and time deposnts are’ recogmzed as reallzed and reported net of
j amortlzatlons of premium and discounts. ' : .

| - The estlmated fair value of the investments by contractual matunty as of 30 September 201 0 and 31
December 2009 are as follows .

30 September 2010 31 December 2009

Due in one year orless ©$ 7,330,790,000 $ 4,361,349,000
-Due after one year - , : ‘ ’

through five years . ) < 9,493,193,000 - 7,999,187,000.

Due after five years - - o o

through ten years. =~ - , ~1,605,301,000 1,763,043,000

Totat ' . $ 18429284000 $ 14,123,579,000

As of 30 September 2010, gross unrealized losses amounted to $20,389,000 from government or
government-guaranteed obligations, corporate obligations, and asset-backed/mortgaged-backed
securities resulting from market movement. There were two government or government-guaranteed

" obligation (nil ~ 31 December 2009) and one asset-backed/mortgaged security (one — 31 December ;
) 2009) that sustained losses for over one year representmg 0.18% of the total investments.

Comparative details as of 30 September 2010 and 31 December 2009 are as follows:

As of 30 Sgﬂe_mber 2010
One year orless T Overone year - .. - Totat
_ Fair ““Unrealized " Fair .. - Unrealized Fair - - Unrealized
: Value - Losses ‘ . Value i Losses . Value . Losses
Governmentor - ' '
government -
guaranteed i ‘
obligations =~ $1,471,987,000 $ 19,699,000 $ - 36,304,000 -$ . 485000 $ 1508,291,000 $ 20,184,000
Corporate bonds - 4,154,000 - . 9,000. - - - 4,154,000 9,000
| AssetMorigage- : _ ' ' .
! . backed securities 60,261,000 169.000 202,000 28,000 60,463,000 197,000
E Total . $1,536,402,000 $ 19,877,000 $ 36,506,000 § - 513,000 § 1,572,908,000 '§ 20,390,000
As of 31 December 2009
One year or less ) Over one year ’ ) Total
Fair Unrealized Fair Unrealized Fair . Unrealized
. Value Losses Value Losses Value Losses
Governmentor ‘
" government-
guaranteed . i - o . .
obligations. $ 666,140,000 $- 3,992,000  $ - 8 . S ] 666,140,000 - $ 3,992,000
Corporate bonds 54,951,000 403,000 . 4,948,000 52,000 '59,899,000 455,000
Asset/Mortgage- ) . - o )
backed sécurities 210,608,000 1,993,000 226,000 R 19,000 210,834,000 2,012,000
Total s Y 80 931,699,000 $.. 0. 6,388,000 5, 174 000 $. . . 71,000 - $ 936,873,000 $ 6459000

NOTE D—-SECURITIES TRANSFERRED UNDER REPURCHASE AGREEMENT AND
SECURIT IES PURCHASED UNDER RESALE ARRANGEMENT

ADB accounts for transfers of financial assets in aocordance w;th ASC 866 “Transfers and Servicing.” In -

general, transfers are accounted for as sales when control over. the ftransferred assets has been
relinquished. Otherwise, the transfers are accounted for as repurchase/resale agreements and collateralized
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_ financing arrangements Under repurchase agreements, securities transferred are recorded as assets and

reported at estimated fair value and cash collateral received are recorded as liabilities. ADB monitors the fair
value of the securities transferred under repurchase agreements and the collateral. Under resale

- arrangements, securities purchased are recorded as assets and are not re-pledged.

NOTE E—LOANS .

ADB does not sell rts soverelgn loans bellevung that there is no market for them and reports the loans at
thelr carrylng book values.

As of 30 September 2010 and 31 December 2009, outstanding loans to borrowers that exceeded 5% of -
total loans are as follows: .

- Borrower/Guarantor : 30 September 2010 ~ 31 December 2009
People’'s Republic of China : o 8 10 379,340, 000 $ 9,651,805,000
Indonesia o _10 291,259,000 - 10,023,065,000
india / i e 8,709,444,000 7,807,865,000
Pakistan - - ‘ S - 5,181,391,000 °4,714,561,000

__Philippines’ o : ~ _ 4,944,733,000 . 4,986,391 ,000
Others (mdnnduallyless _ - e oo G ‘

-than 5% of total loans) 4,755,055,000 4,547 997,000
Total loans : | 44261,222000  41,731,684,000 /
Allowance for losses o (46,327.000) .~ (103,242,000)
Net unamortized loan orlglna’aon costs - 53,144,000 84,606,000
Netloans outstandlng o % 44,268, 039 0005 8 41 713 048,000

Loans outstandlng as of 30 September 2010 include nonsoverelgn loans amountmg to $2,147, 254 000
($1,869,463,000 - 31 Deoember 2009). . : '

The undlsbursed balance of approved loans as of 30 September 2010 was $21,527,419 000, a

($22,877,939,000 — 31 December - 2009). This included an undlsbursed balance of approved .
nonsovereign loans amounting to $1,057,692,000 ($1,554,379,000 - 31 December 2009), of which
$134,300,000 ($434,300,000 — 31 December 2009) is for public sector borrowers. Of the undisbursed -
balance, ADB has made irrevocable- commrtments to disburse various amounts totaling $417, 1 38 000
(5443, 627 000 31 December 2009). :

Commltment Charge Pollcy

' ADB levied a. commrtment charge of 75 basis pomts 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 negotiated after 1 January 2007, from 75 basis points on a
progressive structure of undisbursed loan balances to a flat fee of 35 basis points on the full. amount of
undisbursed balances. Further to this, the Board also approved in April 2007, the waiver of 10 basis points
of the commitment charge on the undisbursed balances of 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. Subsequently, the policy was extended to cover the period
up to 30 June 2011. Commitment charge waived during the period totaled $4,198,000 ($4,915,000 — 2009).
In December 2007, the Board of Directors approved the reduction of the commitment charge to 15 basis
points for both sovereign program and- project -loans negotiated on or after 1 October 2007, and
eliminated the waiver mechanism for such loans. - S
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vFor nonsovereign loans, ADB charges a commltment charge of about: 50 to 75 basis points.on the full .

amount of undlsbursed toan balances
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 -outstanding 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). .
Subsequently, the policy was extended to cover the period up to 30 June 2011, Lending spread waiver
reduced the loan income by $48, 329 000 for the nine months ended 30 September 2010 ($46 516,000 —

| 2009).

In December 2007, the Board of Directors ap‘provedwthe elimination of front-end fees and rev.,ised the
. pricing structure for all sovereign LIBOR-based loans negotiated. on or after 1 October 2007, by providing
- a credit of 0.4% for the duration of the loan. This resulted to an effective contractual spread of 20 basis

points over the base Iendmg rate The waiver mechamsm for such loans was eliminated.

In. April 2010, the Board - of Dlrectors approved for all LIBOR-based loans to sovereign borrowers. or wnth
sovereign guarantees and local currency loans with sovereign guarantees (i) that are negotiated from 1

~July 2010 up to and including 30 June 2011, that the credit of 0.4% be reduced to 0.3% for the duration of

the loan, to result to an effective contractual spread of 30 basis points over the base lending rate; and (ii)

| that are negotiated from 1 July 2011, that the credit of 0.4% be reduced to 0.2% for the duration of the
'~ loan, to result to an effective contractual spread of 40 basis points over the base Iendmg rate. -

Overdue Amounts

. - Two nonsovereign loans were in non-accrual status as of 30 September 2010 (three — 31 December 2009)
! with principal amount outstanding of $33,031,000 ($38,408,000 — 31 Deoember 2009), $21 825,000

($18, 988 000 — 31 December 2009) of which was overdue.

* | Allowance for Loan Losses

The changes in the allowance for: loan losses durmg the first three quarters of 2010 and 2009 are as

~ follows:
2010 SRR - 2009
. Sowereign- ' Nonsowereign Total Sowereign Nonsowereign __Total
Balance, 1 January . - $ 2,723,000 $100,519,000 $103,242,000 - $ 4,356,000 $ 4,818,000 $ 9,174,000
Provision during the period - 39,666,000 = 39,666,000 . - 87,369,000 87,369,000
- Provision written back/off (154,000) (96.843,000) (96,997,000) (369,000) (160,000) (529,000)
Translation adjustment —. 416,000 416,000 - (8,000) (8,000)

Balance, 30 September . $ 2,568,000 $ 43,758,000 $ 46,327,000 $ 3,987,000 $ 92,019,000 , :$ 96,006,000

Loan Restructurmg

During’ the period, two- nonsovereign loans totahng $89 208, 000 mcludmg accrued mtevest were
restructured and one nonsovereign foan-amounting to $1,674,000 was sold. On these fransactions, ADB. -
received $5,182,000 in cash, $39,190,000 in various debt instruments. and $8,293,000 in preferred and

‘common shares. These debt mstruments are consudered as avaltable for sale” and are reported as.part of

“OtherAssets T . R
NOTE F—GUARANTEES |

' ADB extends guarantees to sovereign and nonsoverefgn borrowers. Such guarantees include- (I) partial

- credit guarantees where only certain principal and/or interest‘payments are covered; and (ii) political risk
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guarantees, which provide coverage against well-defined sovereign risks. While c;oumerguarantees from the
host government are required for all sovereign guarantees, guarantees for nonsovereign projects may be -
provided with or without a-host government counterguarantee. ADB also seeks 'risk-sharing arrangement
that set ADB’s net exposure under a-guarantee at the lowest level required to mobilize the necessary
financing while maintaining a participation that is meaningful to its financing partners. A counterguarantee
takes the form of a counter-guarantors’ 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 requure payment from the

,counter—guarantor on demand or as ADB may otherwise dlrect

o

Guaranteed payments under partlal credlt 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 servrce default fo the guaranteed Iender

As of 30 September 2010, total loan ansmg from guarantee catt was $184,000 ($1 90,000 ~ 31 December
2009) with corresponding 100% provision for losses. None of the outstandlng amounts as of 30 September

- 2010 and 31 Deoember 2009 were subject to calll.

The committed and outstanding amounts of guarantee obllgatlons as of 30 September 201 0and 31
December 2009 covered: ,

30 September 2010 - 31 December 2009

Committed Amount  Outstanding Amount ~ Committed Amount  Outstanding Amount
Partial CredxtGuarantees _ e : , o . ,
with sovereign counterguarantee $ 1222,136,000 $ 1,1’53,217,000' $  1,137,599,000 $  1,055,097,000
with nonsowvereign counterguarantee 99,332,000 95,434,000 165,209,000 © 99,817,000 -
without counterguarantee 731,404,000 336,294,000 . 487,551,000 296,115,000
. ‘ 2,052,872,000 . 1,584,945,000 1,780,359,000 1,451,029,000
. Political Risk Guarantees v : _
with sowereign counterguarantee - - 143,426,000 116,015,000 143,539,000 " 120,607,000
without counterguarantee 36,568,000 20,192,000 46,715,000 26,255,000
179,994,000 136,207,000 - 190,254,000 146,862,000
Others , 950,000 950,000 - 950,000 : 950,000
Total ‘ ~$ 22338160000  $ 1,722,102,000 - $ 1,971 563,000 $ 1,598,841,000

The committed amount represents the maximum potential amount of undiscounted future payment that
ADB could be required to make, inclusive of - stand-by portion for which ADB is committed. The
outstanding amount represents the guaranteed amount utilized under the related Ioans which have been
utilized as of the end of a reporting penod exclusive of the stand- -by portion.

As of 30 September 2010, a total Ilablllty of $15,766,000 ($38,710,000 — 31 December 2009) relatlng fo
stand-by ready- obligation for three partial credit risk guarantees (four — 31 December 2009) and three
political risk guarantees (three — 31 December- 2009) issued after 31 December 2002 has been included in

“Miscellaneous liabilities” on the balance sheet.

For a partial credit guarantee with nonsovereign counterguarantee, ADB received collateral from the
counter-guarantor in the form of common shares of stocks. The shares of stocks are held in a pledged

" position by a custodian in favor of ADB, with-an underlying agreement for the counter-guarantor to ensure

that the market of the shares held in custody will cover the guaranteed amount at all times. -
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NOTE G—DERIVATIVE INSTRUMENTS N
ADB .uses derivative instruments’ for ass‘et/liability management of individuel pos-itions.and portfolios, bas

well as for the reduction of transaction costs. In applying ASC 815 “Derivatives and Hedging” for the
purpose of financial statement reporting, ADB has elected not to define any qualifying hedging

relationships. Rather, all' derivative instruments, as defined by ASC 815, have been marked to fair value .

(FV), and all changes in the FV 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

apphcatron of ASC 815 hedging cnterta does not make fully evident ADB s risk management strategies.

The initial applrcabon of ASC 815 gave rise to a transition adjustment in 2001 which was reported in
other comprehensive income and earnings. The allocation between net.income and:ether comprehensive
income was based upon the economlc hedging relatlonshlps that exxsted before the initial applrcatron of

this statement

. Included in Rece:vable/Payable from Swaps-Others are interest rate, currency, and- FX swaps that ADB
'~ has entered into 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 provrde
borrowers with the flexibility to better manage their financial risks.

Fair Value of Derivative Instruments

The fair value of ADBs dertvatlve lnstruments as of 30 September 2010 and 31 December 2009 are
summarized below:

S Asset Derivatives S Liability Derivatives
.. Balance Sheet Fair Value Balance Sheaet Fair Value
: Location 30 September 2010 31 December 2009 Location 30 September 2010 31 December 2009
Derivatives not designated as
hedging instruments under
ASC Subtopic 815-20
“Hedging—General”
Futures Investments -
Other securities .
. Futures . D 1 (6,485,000) $ (1,105,000) .
Futures - offset Lo 6,485,000 . 1,105,000
Total v ) ; = =
Borrowings related swaps . Receivable from -~ ° : . Payablefor
Swaps - . Swaps -
o : ' Borrowings ! . Bormrowings ! .
Currencyswaps . ~'25,107,436,000 21,333,525,000. ' $ 22,621,247,000 -$ 20,553/527,000
. Interestrate swaps s © 4,209423,000 . . 3,583,739,000 : 2,614,451,000 . 2,949,816,000 -
FXforward . . . Z 29,987,000 R - 30,178,000 -
Total . 29,346,846,000 24,917,55%00 25,265,876,000 ' 23,503,343,000
Investment related swaps Receivable from Payable for
. : - .. Swaps - Others ) Swaps - Others
Currency swaps - T 778, 746 000 539,530,000 o . 935,177,000 : 666;997,000
Interest rate swaps o ©+ 85,102,000 121,735,000 143,854,000 . - 159,256,000
FXswaps = ' . : 1,486,228,000 C— d _1,547,071,000. - -
Total . 2,351,076,000 661,265,000 ) 2,626.102.0W 826,253,000
Loans related swaps Raceivable from : Payable for . ’
. . .. Swaps - Cthers ) ' Swaps - Others
‘Cumencyswaps’ o o 264,268,000 265,357,000 ' © oo 271,691,000 - . 263,000,000
inferestrate swaps i v Lo ... 79,776,000 ;. 118,232,000 - 193,129,000 204,907,000
Total , 344,044,000 383,589,000 " 464,820,000 467,907,000
Total derivatives ot designated as hedglng e e ‘ S : _ S '
instruents under ASC Subtopic 815-20 ) $ 32,041,966,000 §$ 25,962,118,000 - . $ 28,356,798,000  .$'24.797,503,000
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Effect of Derivative Instruments on the Statement of Financial Performance

OCR-5

" ADB reports changes in the fair value’ of its de'rivatiVe"instrun’ients as part of net unrealized gains and
losses “in its Statement of Income and Expenses while all interest income, expenses, and related

amortization of discounts, premuums and fees are reported as part of revenue and expenses These are

' summarlzed below

Derivatives not ciesignated as
hedging instruments under
ASC Subtopic 815-20

Futures
Futures

Borrowings related swape
Currency swaps
Interest rate swaps

" FX forward

investment related swaps
Currency swaps

lnterést rate swaplsv .

FX forward
FXswaps

Loans related swaps '
Currency swaps

Interestrate swaps

Total

Location of Gain (Lo$s) recognized in

“~ Amount of Gain (Loss) recognized in
income on Derivatives

income on Derivatives -

'NetRealized Gains (Losses)

from Investments

'Net Unrealized Gains (Losses) o

Borrowirigs and related expenses

Net Unrealized Gains (Losses)
Borrowings and related expenses

Net Unrealized Gains (Losses)

.- -Borrowings and related expenses

Net Unreélized Gains (L'osses)
Revenue from Investments

Net Unrealized Gains '(Lossves)

Net Realized Gains (Losses)
from Investments ‘
Revenue from Investments

Net Unrealized Gains (Losses)
Rewenue from Investments

Net Unrealized Gains (Losses)

. Revenue from Investments

Net Unrealized Gains (Losses)
Revenue from Loans

Net Unrealized Gains (Losses)
Revenue from Loans

30 September 2010 30 September 2009

>

(348,000)

$

$ (205,000)
484,668,000 (545,933,000)
940,565,000 610,786,000

906,163,000 (383,390,000)
449,345,000 - 201,822,000
33,000 15,000
9,000 618,000
~3.780,763,000 (116,082,000)
10,928,000 (13,429,000)
(5.182,000) 1,037,000
(22,228,000) 113,291,000
54,000 -
(4,356,000) (4,128,000)
i
- 262,000
- 2,849,000
1,312,000 -
5,277,000 -
~{14,195,000) {118,000)
1,798,000 (5,763,000)
(11,921,000) (8,737,000)
(21,690,000) - 31,716,000
(37,114,000) (25,286,000) -
(68.,927,000) ~—(8,070,000)
2,697,313,000 (124,475,000)
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Contingent F'eatures in Derivative Instrumentsv

"~ ADB has entered into several agreements with its derivative counterparties under the Master Agreement of
the International ‘Swaps and Derivatives Association (ISDA) and the Master Agreement of the National
Association of Financial Market Institutional Investors (NAFMH). The agreements provide for the right of a
party to terminate if any of the various events of default and termination events specified occur. Events of

default include failure to pay and cross default. Termination events include the situation where the long term -
unsecured and unsubordinated indebtedness of ADB or the counterparty ceases to be rated at least Baa3
by Moody’s Investor Service, inc. or BBB- by Standard and Poor’s Ratings Group, or such indebtedness:
ceases to be rated by Moody's or S&P. If ADB's counterparties are entitled under the agreements to-
terminate their derivative transactions with ADB, ADB will be required fo pay an amount equal fo-its net
liability position with each counterparty (in the case of counterparties who have entered into the ISDA
Master Agreement) and an amount equal to the liability position for each transaction with each counterparty
' (in the case of counterparties who have entered into the NAFMII Master Agreement). The aggregate fair
. value of all derivative instruments that ADB has under the ISDA Master Agreement that are in a net liability

~ (negative. marked-to-market). position as of 30 September 2010 is $567,995,000 (645,001,000 — 31 -
- December 2009). The aggregate fair value of all derivative instruments that ADB has under the NAFMII
Master Agreement are in a positive MTM or asset position as of 30 September 2010 (liability position -
CNY21,390,000 or its US dollar equivalent of $3,134,000 — 31 December 2009). Unsettled derivatives as of
30 September 2010. amounted to $22,606,000 and $25,033,000 for swaps receivable and payable

respectrvely
NOTE H—EQUITY INVESTMENTS

j Equrty investments in- whrch ADB has significant influence in mvestees aggregating to $254 914, 000 -
($226,992,000 — 31 December 2009) are accounted under equity method. This mcludes equrty
lnvestments in certain hmlted partnership and certain limited liability corporatrons '

’ Investments in equity securltles with readily determinable market prrce ‘are considered as "Avallable for
Sale” and 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
equity securities without readily determinable fair values are reported at cost less other than temporary

lmpalrment

. As of 30 September 2010, there were seven (six —.31 December 2009) equity investments which were
“reported at fair value totaling $503,260,000 ($461,552,000 — 31 December 2009). One equity mvestment
as of 30 September 2010 sustamed unrealrzed losses of $482,000 (ml — 31 December 2009) : :

Accumulated net unrealized gains on equrty investments reported ‘at market value rncludrng' equity

investments accounted under the equity method with share in unrealized gains or losses reported under

other comprehensive income of investee’s financial statement were $389,018,000 at 30 September 2010
($332,044,000 - 31 December 2009).

Approved equrty mvestment facrlrty that has not been disbursed was. $542 188,000 at 30 September 2010
($433, 365 000 - 31 December 2009). _
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NOTE l——OTHER ASSETS AND LIABILITIES MISCELLANEOUS

Included in mlscellaneous assets and mlscellaneous llabllltles are receivables from/payables to specnal
funds and trust funds resultlng from admlnlstratlve arrangements and operating actlvmes .

Amounts recewable from: :
. ,Asran Development Fund (Note L

31 December 2009 .

30 September 2010

s '53,968,000.

$ 43,142,000

Technical Assistance Special Fund 289,000 231,000
Japan Specla[ Fund 100,000 115,000
‘Asian Dewelopment Bank Institute k
- Special Fund 326,000 © 198,000
~ ‘Asian TsunamiFund 246,000 590,000
Pakistan Earthquake Fund 10,000 45,000
Regional Cooperation and ‘
v» Integration Fund 47,000 40,000
.- Climate Change Fund . 34,000 95,000
.Asia Pacific Disaster Response Fund 20,000 -
. Staff Retirement Plan oo 2,677,000 , -
‘Agency Trust Funds-'—net _ 1,287,000 1,893,000
Total $ 59,004,000 ~$ - 46,350,000
Amounts payable to: : :
Staff Retlrement Plan - $ . - % 8,455,000

Note: The totals n'ay ‘not sum precxsely due to roundmg

NOTE J—BORROW!NGS

Borrowmgs are generally reported on the balanoe sheet at falr value As part of its borrowing strategy, ADB
- issues structured debt, which includes.embedded derivatives in order:to reduce its cost of borrowings. ADB
. sumultaneously enters-into currency and/or mterest rate swaps to fully hedge the structured debt. :

Upon the adoptlon of ASC 815-15 “Embedded Derivatives” on 1 January. 2006, ADB no longer bifurcates
the embedded derivatives in the structured debt portfolio that meet the bifurcation criteria under ASC 815.
instead, ADB reports at fair value (FV) any structured debt that contains embedded derivatives that would
otherwise be bifurcated ‘under ASC 815.- Consequent to .the. adoption of ASC 820 and ASC 825 on 1
January 2008, ADB reports all borrowings that have associated derivative instruments at FV, which are
further adjusted for the credit risk (as a credit spread) by currency. Changes in FV are reported in net -
- income. :

NOTE K—CAPITAL AND RESERVES

In 29 Aprll 2009 the Board of Govemors of ADB adopted Resolutlon No. 336 increasing ADB's. authorlzed
capital stock by 7,092,622 shares (200%), and the corresponding subscriptions for such increase by its
" members. Each member is entitled to subscribe for that number of additional shares equivalent to 200% of
-its allocated shares immediately prior to the effective date of the Resolution. Each member may subscribe
for the additional shares at any tlme up to 31 December 2010 (or-such later date as the Board of Directors

may detenmne)

27



|

OCR-5

'~ continued

' The authorized capital stock of ADB as of 30 September 2010 oonsist?su~’of'10,,638,933‘s'hares-. (10,638,933 ~

| 31 December 2009), of which 7,395,895 shares (3,889,343 — 31 December 2009) have been subscribed. Of

the subscribed shares; 6,992;487 shares: (3,626,198 - 31 December 2009) are -“callable,” and 403,408
shares (263,145 — 31 December'2009) are “paid-in.” The “callable” share capital is subject to call by ADB

| only as and when required to meet ADB’s obligations incurred on borrowings of funds for inclusion in its

ordinary capital resources or on guarantees chargeable to such resources. The * pald in” share capital has
| been paid or is payable in installments, partly in convertible' currencies and partly in the currency of the:

subscnbmg member which may be convertible. In accordance with Article 6, paragraph 3 of the Charter,
' ADB accepts non-negotiable, non-interest-bearing demand obligations in satisfaction of the portion payable
~ in the currency of the member provided such currency is not required by ADB for the conduct of its
| ‘operations. The settlement of such amounts is not deterrmnable and accordrngly, it |s not practlcable to
! determlne a falr value for these receivables. :

‘As of 30 September 2010, 25 (4 — 31 December 2009) members had subscribed to the additional 3,506, 552

(343,032 - 31 December 2009) shares, of which 140,263 (13,721 — 31 December 2009) shares are paid-in

and 3,366,289 (329,311 — 31 December 2009) shares are callable.

K Followmg the Board of Governors approt/al in Méy 2010, of the net loss of OCR for 20(59 of $36 725,000,

$447,607,000 and $247,162,000 were transferred from Cumulative Revaluation Adjustments Account and

. Loan Loss Reserve respectlvely and was allocated to Ordinary Reserve ($230,882,000), ‘Surplus
- ($247,162,000), ADF ($120,000,000), TASF ($40,000 OOO) CCF ($10 000,000), and RClF ($10,000,000).

As of 30 September 2010 the value of the SDR in terms of the United States dollar was $1.55227
. ($1.56199 — 31 December 2009) giving a value for each share of ADB’s capital equivalent to $15, 522 70
 (815,619.90 — 31 December 2009). | .

NOTE L—INCOME AND EXPENSES

" The average yield on the loan portfolio for the nine months ended 30 September 2010 was 1.54% (2.85% —
- 2009) excluding premium received on prepayment and other loan income.; whrle the weighted average cost
- of borrowings outstanding after swaps was 1.71% (3. 68% — 2009). ,

" The annualized rate of retum on the average investments held during the nine months ended 30 September

2010.including securities transferred: under repurchase agreements and securities purchased under resale
arrangements, based on the portfolio held- at the beginning and end of each month, was 2.20% (2.96% ~
2009) excluding unrealized' gains and losses’ on: investments, and :3.08% (3.34% - 2009):including
unrealized gains and losses on investments. Interest income from various securities received from
troubled debt restructuring -amounted to $451 000 (nrl - 2009) This was reported under Revenue from

other sources-net

Administrative expenses (other than those pertaining drrectly to-ordinary operatrons and special operatlons)
for the nine -months ended 30 September 2010 were -apportioned between OCR and the ADF in the
proportion of the relative volume of operational:activities. Of the total:administrative expenses for the nine -
months ended 30 September 2010 of $349,078,000 ($292,530,000 - 2009), $159,509,000 ($129,323,000 —

* 2009) was accordingly charged-to the ADF. The balance of administrative expenses after allocation was

-increased by the deferred direct loan origination costs of $29,104,000 ($36,576,000 —2009) mainly dueto
the adjustments to- the loan onglnatlon costs from 50 basrs points to 30 basis points to loans made effectrve

from 2006-2008

* Following- the -approval by the Board of Drreotors in June 2003 of the resumptron of direct net income ,
allocation to TASF to finance technical assistance (TA) operations, no new TA:commitments. during the -
period ‘charged to OCR' current income as “Technical assistance"to. member countries.” -Aceordingly,
$195,000 was written back representmg net cancellations of undisbursed amounts of completed TA projects
whlch were committed in pnor penod (one TA amountlng to $81 000 was reopened — 2009).
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continued

During the nine months ended 30-_September 2010, ':prdvision for losses totaling $39,666,000 ($121,622,000
— 2009) was recognized for loans mainly due to the revision of methodology for estimating the nonsovereign

"loan portfolio impairment. These were offset by a write back of $80,526,000 ($4,425,000 — 2009) following

(i) restructuring of two nonsovereign loans; (i) the settlement of a guaranteed obligation; (iii) collections of
overdue loan service payments from one soverelgn and one nonsovereign loan; and (iv) recelpt of proceeds -

-from the sale of one nonsoverelgn loan.

Other expenses of $2 520,000 ($4,183, 000 2009) included non-borrowmgs related financial expenses
such as fees pald to external asset managers and bank charges :

Net. unreallzed gains for the nine months ended 30 September 2010 include net favorable ASC 815 and
ASC 825 adjustments totaling $29,488,000 (net unfavorable of $565,883,000 — 2009) and net
unfavorable transiation adjustments of $5,118,000 ($2,254,000 — - 2009) associated with holdings in non-
functional currencnes ;

ASC 815 and ASC 825 adjustments were composed of:

30 September 2010 30 September 2009

Unrealized gains (losses) on: '
Hybrid financial instruments o .
and related swaps 8 94,812,000 - § (201,997,000)

Non-hybnd financial |nstruments .
and related swaps ', o (35,527,000) (390,371,000
investments related swaps (9,988,000) : 124,000
- Loans related swaps o (19,892,000) 25,953,000
Amortization of the ASC 815 E S '
transition adjustments 83,000 _ 408,000
Total - o . $  29488,000 .- $  (565,883,000)

NOTE M—FAIR VALUE OPTION AND FAIR VALUE MEASUREMENTS

Effective- 1 January 2008, ADB ‘adopted ASC 820 and ASC 825. ASC 820 defines fair value (FV) which
focuses on the price that wouid be received to sell the asset or paid to transfer the liability (exit price) and
establishes a framework for measuring FV through a FV hierarchy that ranks the quality and reliability of
the data used in FV measurements. ASC 825 expands the scope of financial instruments that may be’
carried at FV. It offers an irrevocable option to carry the majority of financial assets and liabilities at FV, on .-
an instrument-by-instrument bas:s wuth changes in FV recognlzed in earnings. :
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The carrying amounts and estimated fair values of ADB's significant ﬁnancnal instruments as. of 30 .
September 2010and 3% December 2009 are summarized below _

On-balahce sheet
financial instruments:

ASSETS:

Due from banks
Investments (Note C)
Securities transferred under
repurchase agreement
Securities purchased under
resale arrangement
‘Loans outstanding (Note E)
Equity investments (Note H)
- Other assets
Non-negotiable,
non-interest-bearing
demand obligations
Receivable from swaps -
borrowings (Note G)
Receivable from swaps -
others (Note G)
Swap related collaferal
Securities from restructuring
arrangement (Note E)-
fFuture guarantee receivable

"LIABILITIES:

Borrowings (Note J)
Other liabilities
Payable for swaps -
borrowings (Note G)
Payable for swaps -
. others (Note G) -
Payable for swap
related collateraf
Guarantee liability

: 30 September 20106 . . . 31 December: 20&9
Carrying .. ‘Estimated - Carrying A
Amount* Fair Value Amount® -

$ 158,239,000
18,429,284,000

940,302,000 -

470,489,000
44,268,039,000
958,972,000

307,232,000
29,346,846,000

2,695,120,000
1,966,950,000

38,857,000
15,766,000

- 51,571,412,000

25,265,876,000°

3,090,922,000

1,966,950,000

15,766,000.

N

158,239,000

- 18,429,284,000

940,302,000

470,489,000

 46,144,385,000

958,972,000

' 307,232,000
29,346,846,000

2,695,120,000
1,966,950,000

. 38,857,000
15,766,000

. 52,653,759,000

''25,265,876,000
3,090,922,000

1,966,950,000 - .
15,766,000 - -

-$ 129,843,000

14.123..579,09'_0'

551,386,000

335,240,000
. 41,713,048,000
884,440,000

142,181,000
24,917,264,000

"1,044,854,000

735,050,000

16,962,000

42,498,198,000

123,503,343,000

-1,294,160,000

735,050,000

38,710,000

*The carrying amount for borrowings and swaps are 'Ihcluslve‘q‘f accfued interest.

Off-balance sheet
financial instruments:

Guarantees {Note F) '

Fair Value Option

129,843,000
14,423, 579 000

551,386,000
335,240,000

43,235,456,000
884,440,000

142,181,000
24,917 .'264,000
- 1,044.854,000

735,050,000

16,962,000

43,121,355,000

23,503,343,000
1,294,160,000-

735,050,000
38,710,000

31 December 2009

30 September 2010
Outstanding Present Outstanding Present
Amount Value Amount Value
809,857,000

$ 1,232,908,000

894,302,000

$ 1,139,356,000

- In adopting ASC 825, ADB elected the Fair Value Option on all borrowings that are associated with
'derivative instruments. This election allows:ADB to mitigate the earnings volatility in its statutory reporting
that is caused by the different accounting treatment of the borrowing and its related derivative without
having to apply the complex hedge accounting requirements of ASC 815. ADB also incorporated the credit

spread by currency in the valuation of its borrowings.
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Fair Value Measurement

ASC 820 establishes a fair value hierarchy that gives the highest priority to quoted prices in active
markets for identical assets or liabilities: (Level 1), next priority to observable market inputs or market
corroborated data (Level 2), and the lowest priority to unobservable inputs without market corroborated
data (Level 3). ASC 820 reqwres the fair value measurement to maximize the use of market observable

inputs.

Assets and liabilities measured at fair value on a recurring basis:

The fair value of the followmg financial assets and |IabI|ItIeS as of 30 September 2010 and 31 December
2009 were reported based on the following: : :

Fair Value Measurements
Quoted Prices in

Significant

Active Markets for Significant Market Unobservable
. . Identical Assets Observable inputs " Inputs
. 30 September 2010 (Level 1) (Level 2) ) (Level 3)
Assets b I
investments -

Govemment or govt guaranteed obligations = $ . 14,757,176,000 $ 12,747,146,000. . $ 2,010,030,000 $ -
Time deposits and other obligations of banks 1,607,529,000 ) - 1,607,529,000 Co=-

' Corporate obligations 1,137,355,000 332,484,000 804,871,000 : -
Asset-backed/mortgage-backed securities 927,224,000 } B e 927,224,000 : C-
Securities transferred under . .
repurchase agreement 940,302,000 940,302,000 o= -
Securities purchased under :
fesale arrangement g ' 470,489,000 o . - 470,489,000 ! ) -
Borrowings related swaps - © 29,316,859,000 ‘ ERE- 20.845,589,000 " 8,471,270,000 -
FXforward 29,987,000 : - 29,987,000 -
investments related swaps 2,351,97'6,000 - 2,351,076,600 -
Loans related swaps 344,044,000 - 314,402,000 29,642,000
Equrlymvestments ) 503,260,000 502,985,000 = 275,000
Securities from restructunng arrangement 38,857,000 9,302,000 23,532,000 o 6,023,000
Total assets at fair value 3 52,424,158,000 $  14,632,219,000 $ 29,384,729,000 . 8,507,210,000
Liabilities
-Borrowings . . , -
’ Hybrid financial lnstruments 2,603,280,000 - $ = 2,603,280,000 -

Non-hybrid financial insfruments 44,578,814,000 - 35,804,066,000 8,774,748,000
Borrowings related swaps - 25,235,699,000 - 25,175,642,000 60,057,000
FX forward 30,178,000 - 30,178,000 -
Investments related swaps . 2,626,102,000 - 2,626,102,000 -
Loans related swaps .. 464,820,000 - 154,934,000 309,886,000
Total liabilities at fair value 75,638,893,000 - $ 66,394,202,000 9,144,691,000
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continued
Fair Value Measurements )
Quoted Prices in ' " significant
Active Markets for - Significant Market Unobservable
k : Identical Assets  Observable Inputs o inputs
31 December 2009 {Level 1) (Level 2) {Leysl 3) .
Assets -

Investments . ) )

Government or govt. gnaranteed obligations $ 10,308,595,000 $  9,661,283,000 $ 647,312,000 §$ : -

Time deposm and other obligations ofbanks 1,981,982,000 - 1,991,982,000 -

Corporate obligations . 971,552,000 476,951 ,000 494,601,000 -

Asset-backed/mortgage-backed securities 851,450,000 : - 851,450,000 _ -
Securities transferred under . : s

repurchase agreement - 551,386,000 551,386,000 S - S -

" Securiies purchased under ) : : :

resale arrangement ) 335,240,000 C- 335,240,000 - . -
Borrowings related swaps 24,917,264,000 - 17.610,947,000 7,306,317,000
FX forward . . - - ) - - e
Investments related swaps - 1 661,265,000 - - 661,265,000 -
Loans reléiéd swaps 383,589,000 : - -+ 355,316,000 28,273,000
Equityinvestments - . 461,552,000 461,552,000 - : -
Securities from restructuring arrangement o - - - -
Total assets at falr value $ 41,433,875,000  $: 11,151,172,000 $ 22,948,113,000 $ 7,334,590,000

Liabllities

Borrowings ’ . ;

Hybrid financial instruments $ . 2,634,794,000 $ - '§ 2478.202,000 $ 156,592,000

Non-hybrid financial instruments 35,678,408,000. - 28,431,322,000 7.247,086,000
Borrowings related swaps ) 23,503,343,000 - 23,424,313,000 . 79,030,000
FX forward : ) - Lo - . - . -
investments related swaps ‘ 826,253,000 - 826,253,000 ' -
Loans related swaps . 467,907,000 - 171,668,000 - 296,239,000

- Total liabllities at fair value o . $ 63,110,705,000 $ - ~$ 55331,7568,000 § 1;718,;9‘47‘,000

Included in government or government guaranteed obligations are securmes pnced by the Bloomberg
Valuation Services (BVAL) amounting to $608,170,000 which was classified as Level 2 in- December
| 2009. Starting March 2010, BVAL pricing was classified as Level 1. While, securities amounting to
- $11,458,000 priced by Euroclear in December 2009 and BVAL in September 2010 was transferred from

Level 2 to Level 1.

| ' Assets (liabilities) measured at fair value on a recurring basis using significant unobservable inputs (level 3):

14

Borrowings
Securities from : ¥
.. restructuring Hybrid financial Non-hybrid-financial
Equity invastments arrangement instruments iri‘stmmen_ts ;
Balance, 1 January 2010 . $ - 8 - $ (156,5692,000) $ (7,247,086,000)
_Total gains (losses)- (realuzedlunreahzed) ‘
included in e_ammgs - - " 1,216,000 {429,988,000)
" Included in other comprehensive income E - - (4,064,000) (212,413,000)
Purchases, sales, and paydowns 275,000 . 6,023,000 - ' -
Issuances, redemptions, and maturities - - 159,440,000‘ (885,261,000)
: Transfers outof Level 3 - — ) ~ . - -
 Balance, 30 September 2010 ‘ $ 275,000 $ 6023000 §$ : - $ (8,774,748,000)
The amount of total gains (losses) for thé peribd induded
in eamings afttributable to the change in net unrealized
gains orlosses relating to assets/liabilities . .
stiil held at the reporting date - ' $ - $ - $ 1,223,000 $ (66,259,000)
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still held at the reporting date $

“continued
Swaps receivabie ’ Swaps bayabh
Hybrid financial - Non-hybrid financial  Non-hybrid financial
instruments instruments . instruments
Balance, 1 January 2010 : $ 157,400,000 $ 7,148917,000 $ (79,030,060)
Total gains (losses) - (realized/unrealized)
included in earnings {2,066,000) 241,526,000 - 20,833,000
Included in other comprehensive income 4,106,000 194,733,000 (1,860,000)
Iseuaﬁces, redemptions, and maturities 1 59,440,000) 886,094,000 . -
Balance, 30 September 2010 8 - $ 8471,270,000 $ - .. (60,057,000)
The amounf of total gains (losses) for the perio_d included
in earnings attributable to the change in net unrealized
gains or losses relating to assets/liabilities . . o
still held atthe reporting date ! $ (1,183,000) $ = (109,270,000)  $ 22,505,000
Loans related swaps'
Swaps Swaps
receivable . payable
' Balance, 1 January2010 $ ' 28,273,000 $ (296,239,000)
Total gains (losses) - (realized/unrealized)
Included in eamings 279,000 (11,340,000)
Included in other comprehensive income 1,090,000 (1 5,432,000) :
Issuances, redemptions, and maturities - 13,125,000
Balance, 30 September 2010 ) ' $ 29,642,000 $ (309,886,000)
The amount of total gains (losses) for the period i'hcluded
in earnings attributable to the change in net unrealized
- gains or losses relating to assets/habnlmes ' )
637,000 $ {14,586,000)

NOTE N—SUBSEQUENT EVENTS

OCR-5

ADB has evaluated subsequent events after 30 September 2010 through the date these Condensed
Financial Statements are issued. During this period, ADB has ralsed addltlonal borrowmgs of

approxnmately $374. 6 million in various- currenmes
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ASIAN DEVELOPMENT BANK—ASIAN DEVELOPMENT FUND

CONDENSED SPECIAL PURPOSE STATEMENT OF ASSETS, LIABILITIES, AND FUND BALANCES
30 September- 2010 and 31-December 2009

Expressed in Thousands of Umted States Dol(ars (Note B)

ADF-1

30 September B
{Unaudited) 31 December
ASSETS i
DUE FROM BANKS . .~ : $ 39,911 $ 3,022
INVESTMENTS ( Notés c and Ky _ ) o ’ . 5,593,263 5,477,925
SECURITIES PURCHASED UNDER ) . : .
RESALE ARRANGEMENT (Notes C, D, and K) 187,199 185,395
LOANS OUTSTANDING (Notes E, K; and L)
(Net of allowance for HIPC Debt Relief of $79,918 - 30 September 2010;
$80,033 - 31 December 2009) L o \ 28,731,369 27,879,315
ACCRUED REVENUE : 130,828 123,443
DUE FROM CONTRIBUTORS (Note B) - - 2,649,878 2,294,560
|- OTHER ASSETS _ . A 57,527 58,146
TOTAL ; ) $ 37,389;9T5 _S 36,021,806
LIABILITIES AND FUND BALANCES
ACCOUNTS PAYABLE AND OTHER LIABILITIES . - . . . ,
Payable to related funds (Note G) t ’ $ 58,831 $ 48,470
Advance payments on contributions (Note B) - - . : .201,212 137,185
Undisbursed grant commitments (Notes J and K) . o e 1,908,516 1,676,642
» Deferred credits (Note B) . . i ©. 1,809 492
Total Liabilities ) : . o o 2‘,260,06.8 - 1,862,789
' "FUND BALANCES
Amounts available for operationat commitments . :
Contributed resources (Notes B and H) . $ 35,082,317 ( _-$32,740.247 . .
Unamortized discount (Note B} ; (81,733) 35,000,584 (85,798) = 32,654,449
Set-aside resources _ . o . I - 173,903 74,366
Transfers from Ordmary Capttal Resources and : : . EAREEEES
Technical Assistance Special Find . ) S 983,719 863,892
: ' 36,058,206 33,502,707
Accumulated surplus (ADF-4) N : 2,850,318 3,295,846
Accumulated other comprehensive income (ADF-4) ) (3,778,617) {2,729,536)
Total Fund Balance - ‘ . C __-35,129,907 34,159,017
" TOTAL : : : $ 37,389,975 $ 36,021,806

‘The accompanying notes are an integrat part of these condensed special purpose financial statem'ents (ADF-5).
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"ASIAN DEVELOPMENT BANK—ASIAN DEVELOPMENT FUND -

CONDENSED SPECIAL PURPOSE STATEMENT OF REVENUE AND EXPENSES

‘For the Nine Months Ended 30 September 2010 and 2009

éxpressed in Thousands of United States Dollars (Note B)

ADF-2

5524 .

2010 2009
o (Unaudited) (Unaudited)

REVENUE - : , - '-
From loans ‘ . Co : $ 214,892 - $§ 199,662
From investments (Note C) R ) 81,842 106,133
'From other sources—net , : S 31 T2
TOTAL REVENUE o . 296,765 305,867

' EXPENSES , v = : v _
Grants' (Note J) a ) . 490,986 579,430
" Administrative expenses (Note I)‘ . ) ’ © 159,508 129,323
Amortization of discounts on contributions-(Note B) : 7,643
Provision for HIPC Debt Relief (Notes Eandl) S (859) -
Financial expenses _ 10 11
‘TOTAL EXPENSES - o : ' 657,289 © 714,288
. NET REALIZED GAINS :

- From loans (Note B) , - . 151,389
" From investments - ’ : .- 115
- - 161,504
NET UNREALIZED (LOSSES) GAINS (Note F) - ' (85,004) 332,201
REVENUE (LESS THAN) IN EXCESS OF EXPENSES ) - $§  (445,528) $ 75,374

The accompanying notes are an ihtegral part of these condensed speciél purpose financial statements (ADF-5).
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" ASIAN DEVELOPMENT BANK—ASIAN DEVELOPMENT FUND .~ .
' - CONDENSED SPECIAL PURPOSE STATEMENT OF CASH FLOWS -

For the Nine Months Ended 30 September 2010 and 2009
Expressed in Thousands of United States Dollars (Note B)

ADF-3

CASH FLOWS FROM OPERATING ACTlVlTlES
- Interest charges on loans received -
interest on investments received -
_ Interest received for securities purchased under resale arrangement
Cash received from other sources’
.Administrative.expenses paid. _
Grants disbursed '
Financial expenses paid

Net Cash Used in Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Maturities of investments
Purchases of investments
Net receipts from securifies purchased under resale arrangement
- Net payments for forward contracts .
Principal collected on loans
Loans disbursed
Net Cash Used in Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Contributions received and encashed '
*Cash received from ordinary capital resources
" NetCash Provided by Financing Activities
Effect of Exchange Rate Changes on Due from Banks
. Net Increase in Due from Banks

Due from Banks at Beginning of Period

Due from Banks at End of Period

- 2010 .

- {Unaudited)

$ 191,145

86,993 .

133

.31
(148,852)
(263,077)

an

(133,638)

57,297,177
(57,483,2386)
8,846

641,856

(1,096,519)

(631,876)

681,157
120,000

801,157

1,246
36,889

3,022

% 39,911
e

2009

(Unaudited)

$ 159,360

$.

103,527
254
/!
(117,915)
(183,557)

(1)
(38,270)

77,008,331
(76.903,400)
99,369
(57,996)
609,528

(1,371,180)

 (615,348)

541,853

- 120,000

661,853

_ 6,070

14,305
7,974

22,279 .

| *The accompanying notes are an integral part of these condenséd 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 Months Ended 30 September 2010 and 2009

Expressed in Thousands of United States Dollars (Note B)

2010 N 2009
{Unaudited) {Unaudited)
.. Balance at beginning of Vperiod ' : - ' : $ 34.159.01 7 ' - . $ 33,479,348
" Comprehensive income for the period: - . : . -
Net (loss)income for the period {ADF-2) N ‘$ (445,528) - $ 75,374 .
Other comprehensive income for the period . . - {1,049,081) - (1,494,609) . (779,227) . (703,853)
Change in amount available. for operational commitments : ‘ R o .
from Contributed Resources ) ) 2,342,069 C i 2,049,948
from Unamortized Discount for Accelerated Notes ’ .
_Encashment (ANE) of ADF IX and ADF X 4,066 ) (46,890)
Transfer from Ordinary Capital Resources =~ - - . 120,000 - 120,000
Change in SDR value of Set-Aside Resources:: : i {463) S L 1,416
Change in value of transfers from TASF : S S (173) : 0129
Balance at end of period _ . s ssazeeor 0§ 34,900,008
Accumulated Other Comprehensive Income
For the Nine Months Ended 30 September 2010 and 2009
. Expressed in Thousands of United States Dollars (Note B)
Accumulated Translation _ Unrealized Investment Accumulated Other
- 'Adjustments ) Holding Gains (Losses) Comprehensive Income
 (Unaudited) T (Unaudited) L L (Unaudited)
2010: Co 0 .2009 2010 . . 2009 2010 2009
Balance, 1 January $ (2,847,594) $ (2, 210 003) $ 118,058 ,, $ v10‘7.64:9 $ (2,720,536) $ - (2,102,354)
Other comprehensive - ) . .
income for the period (1, 061 220) (805 934) ) -12,139 28,707 (1,049,081) - - (779,227)

‘Balance, 30 September - § (3,908 814) $ (3,015,037) s 430497 $ 134356 §  (3778617) $  (2,881,581)

The»aocompa'nyih'g"_notee are ah integral part of these condensed speciel purpose financial statements (ADF-5).



ADF-5

ASIAN DEVELOPMENT BANK-—ASIAN DEVELOPMENT FUND S
NOTES TO CONDENSED SPECIAL PURPOSE FINANCIAL STATEMENTS
For the Nine Months Ended 30 September 2010 and 2009

{(Unaudited) ,

NOTE A—INTERIM FINANCIAL INFORMATION

These unaudited condensed interim financial statements. should be read in coenjunction with the 31
December 2009 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 months ended
30 September 2010-and 2009 have been included. The resuits of operatlons for interim penods are not
necessarily indicative of the results to be expected for the full year. 4

The resources of ADF have been subsequently augmented by nine replenishments, the most recent (ADF X
and the fourth regularized replenishment of the. Technical Assistance Special Fund) of which was approved
by the Board of Governors in August 2008 and became effective on 16 June 2009. The new replenishment
provides a substantial replenishment of the ADF to finance ADB's. concessional program for the four-year
.period from January 2009, and for a replenishment of the TASF in conjunction with the ADF replenishment,
to finance technical assistance operations under the new fund. Total replenishment size is
SDR7,419,094,000, of which SDR2,657,960,000 will ‘come -from new donor contributions. The donors
agreed to allocate 3% of the total replenishment size (equivalent to 8% of total donor contributions) to TASF.
As of 30 September 2010, ADB has received instruments of. contributions from 27 donors with a total
amount equivalent to SDR2, 260, 003,000, including qualified contributions amountmg to SDR211,891,000.

NOTE B—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1n 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. reﬂectlng the sources and appllcatlons of member contributions and are presented in US
- dollar equivalents at reporting date. With.the adoption of the special purpose financial statements, loan loss
~ provisioning, other than those for the debt relief loan write-off resulting: from the implementation of the
Heavily Indebted Poor Countries (HIPC) initiatives discussed-in Note L, 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 Amenw : : .

In November 2005, to lmprove ADF currency management practloes, the Board of Govemnors accepted a
resolution to adopt a full-fiedged special drawing rights (SDR) approach to facslltate resource administration
and -operational planning for: the benefit of borrowers. The cumrency management framework was
. implemented -on 1 January 2006 whereby ADB is -authorized to convert ADF -resources held in various
currencies 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 wnthdrawa} ofa Contnbutor or termination of ADF. | '

i July 2007, as an application of the Board-approved currency management exercise, ADB decided to offer -

a full-fledged SDR approach to ADF legacy loans by providing ADF borrowers the option to convert their
existing liability (i.e., disbursed and outstanding loan balance) in various currencies into SDR, while the
" undisbursed portions will be treated as new loans. The conversion was made available beginning 1 January
2008, and as of 30 September 2010, 17 out of 30 ADF borrowing countries -have opted to convert their
loans, which were carried out on the nearest loan service payment dates at least one month from their
concurrence. There was no loan conversion for the nine months ended 30 September 2010.

The |mplementat|on of the full-fledged SDR framework is expected to change the pnmary economic

environment of ADF. Until this process is completed, and a significant change in the primary economic
" environment becomes evident, the cu'rrencies of contributing member countries are functional currencies as
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these represent the currencies of the primary economic environment in which ADF generates and expends f
cash. The United States dollar is the reporting currency of the fund. The special purpose financial
statements are expressed in thousands of current United States doIIars , .

In "December 2009, the- Funancral Accounting Standards Board (FASB) issued Accountmg Standards
Update (ASU) 2009-16, “Transfers and Servicing (Topic 860) — Accounting for Transfers of Financial
Assets.” This update addresses the information that a reporting entity provides in its financial reports
about transfers of financial assets including; the effects of a transfer on its financial position, financial
performance, and cash flows; and a transferor’s continuing involvement in transferred assets. This update

~is applicable at the start of an entitys first fiscal year beginning after 15 November 2009, or 1 January

2010 for entities reporting earnings on a calendar-year basis. Notes D F and K provrde the required
disclosures in comphance with thls update

In January 201 0 the FASB issued ASU 2010-06, “Fair Value Measurements and Dlsclosures (Topic 820) —
Improving Disclosures about Fair Value Measurements.” ASU 2010-06 amends ASC 820 to add new
disclosures requirements for transfers in and out of Levels 1 and 2 measurements and separate disclosures -

about gross purchases, sales, issuances, and settlements relating to Level 3 measurements. It also clarifies

existing fair value disclosure requirements about the level of disaggregation and about inputs and valuation
techniqués used to measure fair value. ASU 2010-06 is effective for the first interim or annual period
beginning after'31 December 2009 except for the requirement to. provide the Level 3 activity of gross
purchases, sales, issuances and settlements, which will be effective for fiscal years beginning after 15
December 2010 and for interim periods within those fiscal years. Note K provides the required disclosures in
compliance to the updates for Levels 1 and 2. The impact of this update relating to- Leve| 3 will be refiected - -
starting W|th ADF’s 31 March 2011 speClal purpose flnancral statements

In February 2010, the FASB: issued ASU 2010-09, “Subsequent Events (TOpIC 855) — Amendments fo
Certain Recognrtron and Disclosure Requirements.” ASU 2010-09 reiterates that an SEC filer is required to
evaluate subsequent events through the date that the financial statements are issued and removes the
requirement for an SEC filer to disclose the date through which subsequent events have been evaluated. To
comply with this update, ADB issued a policy providing guidance on accounting for and disclosures of

~ subsequent events applicable to both ADB's interim and annual ﬂnanclal statements. Note M provides the

required dlsclosures in compliance with this update

| In March 2010, the FASB |ssued ASU 201 0-11, “Derivatives and Hedging (Topic 815) — Scope Exception
'Related to Embedded Credit Derivatives.” ASU 2010-11 improves disclosures originally required under

Subtopic 815-15. ASU 2010-11 is effective for each reporting entity at the beginning of its first fiscal quarter
beginning after 15 June 2010, This update did not have a material impact on ADF’s 30 September 2010
special purpose fi nanC|aI statements

in July 2010, the FASB - issued ASU 2010-20, “Receivable (Topic 310) — Disclosures about the Credit
Quality of Financing Receivables and the Allowance for Credit Losses.” ASU 2010-20 enhance disclosures
about the credit quality of fi nancrng receivables and the related allowance for credit losses. Existing
gundance is amended to require an entity to provide a greater level of disaggregated information about the
credit quality of its financing receivables and allowance for credit losses. As a result of these amendments,
ADB is required to disclose credit quality indicators, past due information, and modifications of its financing
receivables. The improvement will help financial statement users assess an entity’s credit risk exposures
and its allowance for credit losses. The! disclosures are effective for interim and annual reporting periods
ending on or after 15 December 2010. The disclosures about act|V|ty that occurs during a reporting period =
are effective for interim and annual reporting periods beginning on ‘or after 15 December 2010. ADB is -

currently assessing the impact of this update on ADF’s specral purpose financial statements.

Contrlbutrons and Contributed Resources

Upon effectivity of replenishment, contributions commiitted are recorded in full as “Contributed Resources”
when the Instruments of Contribution are received and are made available for operational commitment.
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Contrlbutlons -are generally pard in. the currency of the contrlbutor elther in cash or promlssory notes
which: become due under agreed encashment perlods o ‘ :

/

Under ADF IX and ADF X, contnbutors have the optron to pay their contributions under accelerated note
encashment (ANE) program and receive a discount. ADF invests the cash generated from this program
and the investment income is used to finance operations. The related contributions are recorded at the
| full undiscounted amount, while the discount is:amortized over the standard encashment period of 10
years -and 9 years for ADF IX and ADF X, respectlvely ,

‘ Due from Contnbutors :

| lncluded in “Due from Contnbutors are notes of contrrbutors and contnbutlons reoelvable Notes of
contributors are non-negotiable, non-interest-bearing and, subject to certain restrictions |mposed by
appllcable Board of Governors resolutlons encashable by ADB at par upon.demand. .

j Advanced Payments and Deferred Credlts

Payments recelved in advance oras quallﬁed contnbutlons that cannot be made available for operational
commitment are recorded as advance payments, provided that the donor’s Instrument of Contribution has
been acknowledged by ADB. Otherwise, payments are recorded as deferred credits. Advance payments
and deferred credlts are mcluded under “Llabllltles o : ,

" NOTE C—INVESTMENTS

Investment securities and negotiable certificates of deposit held as of 30 September 2010 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 “FUND BALANCES" as part of “Accumulated other comprehensive income.” Realized galns and
losses are measured by the difference between amortized cost and the net proceeds of sales.

lnterest on rnvestment securltles and time deposrts are recognlzed as reallzed and- reported net. of

. | amortizations of premium and discounts.

The estimated fair vaiue: of the mvestments by contractual maturity as of 30 September 2010 and 31
December 2009 are as follows S

30 September 2010 31 December 2009

Due in one year or less . . $ 3,135440,000 = $ 2,765978,000

Due after one year B T
through five years . 2,443,023,000. .  2,657,986,000

Due after iveyears =~ R ST X T R
through ten: years LT - 14,800,000 53,961,000

, Total ... . 8 5593263000 | $;,5x477925000

»The annuallzed rate of return on the average lnvestments held durlng the I~n|ne months ended 30 September ,
2010 including securities:purchased under resale arrangement, based onithe portfolio held at the beginning. -
and end-of each month; excluding unrealized gains and losses on investments, was 1.91% (2.29% ~.2009).. -
If unrealized gains and losses were included, the: annuallzed rate of return: would have been 2. 13% (2.71%

~2009).
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As of 30 September 2010, gross unrealized Iosses resuftrngwfrom market movements amounted to $701,000
($56,000 — 31 December 2009) for governmient or government-guaranteed oblrgatlons Comparative detalls
- ~as of 30 September 201 0'and 31 December 2009 are as follows

As of 30 Segtember 201 0

One year orless - - - Over one year. . Total ]
Fair . Unrealized Fair . Unrealized . Fair . Unrealized
Value Losses _ Value Losses -~ -Value - . Losses .
Governmentor B T )
- govemment -
* guaranteed L , A , :
oblig‘aﬁo’ns o $ '896,604,000“ $ 701,000 § 2§ <7 - '§ ‘896,604,000 $ 701,000

As of 31 December 2009

One yearor less ‘Over dne year T Total

Fair Unrealized Fair — Unrealized Fair’ Unrealized
) Value Losses . Value - Losses Value Losses
Govermnment or ) o
" - govemment -
guaranteed i . ) -
obligations $ 293,973,000 §$: - 56000 § - - - - § — $ 293,973,000 §$ 56,000

NOTE D—-SECURITIES PURCHASED UNDER RESALE ARRANGEMENT

- ADF accounts for transfers of f nancual assets in accordance with ASC 860, “Transfers and Servucmg g In '
general, transfers are accounted for as sales when control over the transferred assets has been
relinquished. Otherwise; the transfers-are accounted for as resale arrangements and collateralized financing

‘ arrangements Securrtues purchased under resale arrangéments are recorded as assets and are not re-

pledged.
NOTE E—LQANS :

v 'As,of 30 September 2010 and 31 December 2009, outstanding loans to borrowers are as follows:

' Borrower/Guarantor 30 September 2010 31 December 2009
Pakistan . . $ 7,044,137,000 - $ 6,619,002,000"
‘Bangladesh . 5,927,383000  5944,165,000
VietNam .~ . " 3,256,336000  3,051,234,000
‘SriLanka .. 292,443,000 2,699,855,000
Nepal - S 1573117000 1584770000
Others (individually less S e '

than 5% of total loans) f 8317871000 _ 8, oso 313, 000
Total Outstanding Loans = .~ 28,811,287,000 27,959,348,000
 Allowance for HIPC Debt Relief _ (79.918,000) _ (80,033,000).

Net Outstanding Loans . ' : . $ 28,731,369, 000 - $ 27.879,315,000'

- The principal amount outstanding of soverelgn Ioans in non-accrual status as of 30 September 2010
was $602,745,000 ($560,183,000 — 31 December 2009) .of which $338,099,000 ($292,050,000 — 31
December 2009) was overdue. A
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A ‘total of $2,432 000 was written-off from the: Allowance for HIPC  Debt Relief relatmg to the

B Afghanistan debt relief as the loan service payments of affected loans fell due. This brought. the

balance of Aliowance for HIPC Debt Relief as of 30 September 2010 to $79,918,000 ($80 033,000~ 31.
December 2009).

" The undisbursed balance of approved loans, lncludrng approved but not yet effectrve loans as of 30
September 2010 was $6 305,516,000 ($6,334,015,000 — 31 December 2@09)

NOTE F—DERNATIVE INSTRUMENTS

ADB uses denvatlve instruments for asset/liability management of individual positions and portfolios, as
well-as for the reduction of transaction costs. In applying ASC 815 for the purpose of financial statement
reporting, ADB ‘has elected riot to definé any qualifying hedging relationships. Rather, all derivative
. instruments, as defined by ASC 815, have been marked to fair value (FV), and all changes in the FV have
- been recognized in net income. ADB has elected not to define any qualifying hedging relationships,. not
~ because economic hedges do not exist, but because the application of ASC 815 hedging criteria does not
,ymake fully-evident ADB's risk management strategles

EADB engages in derivative instruments for overall liquidity management From tlme to time, ADB enters into
forward contracts to protect itself from the currency exchange risk.

Effect of Derivative 'Instruments on the Statement of Fmanc:al Performance

ADB reports changes i in the fair value of its derivative instruments as part of net unrealized gains and losses
in its Statement of Income and Expenses while all interest inconie, expenses, and related amortizztion of
discounts, premiums, and fees are reported as part of revenue and expenses. These are summarized

‘below:

,Am,ount' cf Gain (Lews"é)'recogn?’iged”in‘
“income 6n Derivatives .~

Location of Gain (Loss) recognized

, in Income on Derivatives 30 September 2010 30 Septeniber 2009 -
Derivatives not designated as ) » ~ o
-.hedging instruments under
. ASC:Subtopic 815-20 X
Investment related sv\l:vaps » :
FX forward - -~ NetUnrealized Losses $ - $ 7{692,000)
. - Revenue from Investments - . 740,000
Total - L | 3 - $ 48000

NOTE G—RELATED PARTY TRANSACTIONS

Included in “Payable to related funds is the net amount of $53 968, 000 payable to Ordlnary Caprtal
Resources (OCR) ($43,142,000 ~ 31 December 2009), and $4,863,000 ($4 349, 000 31 December 2009)
payable to TASF : _ , ;

" The payable to OCR represents the amount of admlmstratwe and operatlonal expenses: allocated {o.ADF

E pending settlement while the payable to TASF represents portion of installment payments received from four
donors under ADF X that were allocated to the fourth regularized replenishment of TASF.
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" NOTE H—CONTRIBUTED RESOURCES

As of 30 September 2010 contrubutlons from 27 donor countries totaling $3 640,660,000 were

committed for ADF X. Of these, $1,662,311,000 including amortized discount of $2,318,000, were.

received and made available for operatlona| commitments. These were recorded in "Contrrbuted
resources : r

In May 2010 the Board of Governors approved the transfer of $120,000,000 from OCR’s 2009

: aIIocabIe net income to ADF.

In August 2010, the Board of Governors approved the reductlon of Nauru s contrsbutlon to the fifth
replenishment (ADF VI) of the Asian ‘Development Fund and second regularized replenishment of the -
Technical Assistance Special Fund from $2,000,000 to $370,000. The reduction consisted of unpaid

balances from unencashed promlssory notes of $1 130, 000 and unpaid receivable of $500,000.

‘NOTE I—ADMINISTRATIVE EXPENSES AND ADMINISTRATION CHARGE

Admlnlstratlve expenses represent admlmstratlon charge from OCR which is an apportionment - of all
administrative expenses of ADB (other than those pertaining directly to ordinary and speC|aI operatlons) in
proportion to the relative volume of operational activities of OCR and ADF.

NOTE J—GRANTS AND UNDISBURSED COMMITMENTS

The ADF IX mtroduced financing in the form of grants for the first t|me Grants are recogmzed in the f nancial

statements when the related grant is approved and becomes effective. During the period, 18 grants totaling

$397,000,000 (13 grants totaling $499,100,000 — 2009) were approved and 16-grants totaling $490,986,000
(22 grants totaling $579,430,000 — 2009)- became effective, net of $2,624,000 write back of undisbursed

commitments for completed grant prOJects Total undlsbursed grant commltments represents effective

grants, WhICh have not been dlsbursed : . v

- NOTE K—FAIR VALUE MEASUREMENTS

ASC 820 def nes fair value measurement to determine the price that would be received to sell an asset or
paid to transfer a liability at measurement date (exit price) . .in-an orderly transaction ‘among willing
. participants with an assumption that the transaction takes place in the entity’s principal market, the most -

advantageous market for the asset or liability. The most advantageous market is the market where the -
sale of the asset or transfer of liability would maximize the amount received for the asset or minimize the -
amount paid to transfer the liability. The fair value measurement is not-adjusted for transactlon cost. '

ASC 820 aiso estabhshes a fair value hierarchy that gives the highest prrorlty to quoted prices in actlve o

markets for identical assets or hablhtles?Levet 1), next priority to. observable market inputs or market
corroborated data (Level 2), and the lowest priority to unobservable inputs without market corroborated
- data (Levet 3). ASC 820 requures the fair value measurement to maxumlze the use of market observable

_ mputs
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. The fair value of the following financial assets of ADF as of 30 September 2010 and 31 Becember 2009;?
~ were reported based on the followmg

Fair Value Measurements

- Quoted Prices.in B Slgmﬁoent

Active Markets for Significant Market . Unobservable
Identical Assets Observable Inputs Inputs-
30 September 2010 {Lewel 1) - (Level 2) {Level 3) -
Assets T : . ————
Investments . : .

Government or govt. guaranteed obligations $ 3687611000 $ 3,687611,000 $ - $ :
. Time deposits . o ; 1,905,139,000 - © .= . 1,805,139,000 -
Corporate bonds =~ . 513,000 = 513,000 S e

Securities purchased under . e . B
resale arrangement : Tl . 187,199,000 S - 187,199,000 . - -

Totalassets at fair value - v $ 5,780,462,000 $ 3,687,611,000 - $ 2,092,851,000 $ -

) . Fair Value Measurements
Quoted Prices.in. . - Significant
Active Markets for Significant Market Unobservable
) " Identical Assets ** Observable Inputs " inputs
. 31 December 2009 i .i(Level1). ° (Level 2) ‘_ o (Level 3)
Assets .

Investments o I : - ; .
Government or govt. guaranteed obllgatnons $ 3,728,364,000 $ 3,315132000 $ 413,232,000 § T e
Time deposits. 1,749,561,000 - 1,749,561,060 _ -

Securities purchased under o S . - o

- resale arrangement - - i : 185,395,000 , C e 185,395,000 e =

Totalassets at fairvalue .~ - . : $__5.663,320,000. $ 3315132000 § 2.348,188,000 §_ =

Included in government.or government guaranteed Obllgatrons are securltlee amountlng to.$220,213,000
priced by Euroclear in June 2010 and Bloomberg Valuation Services (BVAL) in September 2010. The
" securities were transferred from Level 2to Level 1.

See Notes C, D, E, and-J for sdlscussmns relating to investments, securities purchased under resale
- arrangement, loans, and undisbursed commitments. In alf .other cases, the carrying amounts of ADF’s
assets, liabilities, and fund balances are conSIdered to approxlmate fair values for all significant ﬁnanc:al

lnstruments _ e
NOTE L—HEAVILY INDEBTED POOR COUNTRIES (HIPC) INITIATIVE

In Aprll 2008, the Board of Governors adopted the resolution on Provndmg Heavily Indebted Poor Countries
(HlPC) Relief from Asuan Development Fund Debt for-ADB to partlcrpate in-the HIPC debt relief initiative.

. "The HIPC debt. rehef |mt|atlve was launched in 1996 by the lnternatlonal Development Assocratlon (IDA)- ‘
and International Monetary Fund (IMF) to address the debt problems of heavily indebted poor countries to

- ensure that reform efforts in these countries are not put at risk due to their high external debt burden.
Under the HIPC debt relief initiative, all bilateral and multilateral creditors provide debt relief for countries
that demonstrated good policy performance over an extended period to bring their debt service burden to
sustainable level. As of 30 September 2010, Afghanistan is the only borrower that has requested and
quallf ed for HIPC debt relief (See Note E). : ,



contivnued’ N
NOTE M—SUBSEQUENT EVENTS |
ADB has evaluated ’subsequent events after 30 Septemberv 2010 through the date these Condensed :

Special Purpose Financial Statements are issued. As a result of this evaluation, there are no subsequent
. -events; as defined, that require recognition or disclosure in the ADF’s Condensed Special Purpose Fmancnal

Statements as of 30 September 2010.

45



ASIAN DEVELOPMENT BANK—TECHNICAL ASSISTANCE SPECIAL FUND

CONDENSED STATEMENT OF FINANCIAL POSITION

30 September 2010 and 31 December 2009

.Expressed in Thousands of United States Dollars (Note B)

TASF-1

30 September .
- (Unaudited) 31 December
ASSETS | |
bUE FROM BANKS s 3014 $ 2327
_ INVESTMENTS (vNotes Cand H) 351,837 | 320,069
SECURITIES PURCHASED UNDER f -
RESALE ARRANGEMENT (Notes C, D, and H) 18,516 8,005
. ACCRUED RvEVENUE" 64 27
" DUE FROM CONTRIBUTORS (Note G) 178,535 236,001
ADVANCES FOR GRANTS AND |
OTHER ASSETS (Note E) 15414 15,869
" TOTAL $ 567,380 s 582,388
LIABILITIES AND UNCOMMITTED BALANCES
ACCOUNTS PAYABLE AND OTHER LIABILITIES (Note E) -$ . 320 $ 835
.UNDISBURSED COMMITMENTS (Note F) - 263,839 258,845
| VUNCOMMITTED BALANCES (T. ASF-Z). representéd by:‘ |
Unrestricted net assets ’ ‘ . 303.221 322,708
| TOTAL - S 567,380 .s 582,388

_ The accompanying notes are an integral part of these financial statements (TASF-4).
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ASIAN DEVELOPMENT BANK—TECHNICAL ASSISTANCE SPECIAL FUND -
CONDENSED STATEMENT OF ACTIVITIES 'AND CHANGES IN NET ASSETS
For the Nine Months Ended 30 September 2010 and 2009

Expressed in Thousands of United States Dollars (Note B) .

TASF-2

2009

2010
(Unaudited) (Unaudited)
CHANGES IN UNRESTRICTED NET ASSETS
CONTRIBUTIONS (Note G) $ - 40,952 $ 311,227
REVENUE
_ From investments (Note C) 1,710 2,029
From other sources’ 7 6
Total 42,669, 313,262
- EXPENSES ‘
* Technical assistance—net (Note F) 74,583 65,640
- Financial expenses 14 _ 13
. Total . 74,597 © 65,653
CONTRIBUTIONS AND REVENUE (LESS THAN) IN EXCESS OF EXPENSES © (31,928) 247,609
'EXCHANGE GAINS ‘ 12,441 25513 .
(DECREASE) INCREASE IN NET ASSETS (19.487) 273,122
NET ASSETS AT BEGINNING OF PERIOD 322,708 102,707
$ 303221 $ 375820

NET ASSETS AT END OF PERIOD.

The accompanying notes are an integral part of these ﬁnahcia! staieme.nts (TASF-4).
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ASIAN DEVELOPMENT BANK--TECHNICAL ASSISTANCE SPECIAL FUN;D
CONDENSED STATEMENT OF CASH FLOWS '
For the Nine Months Ended 30 September 2010 and 2009

Expressed in Thousands of United States Dollars (Note B)

TASF-3

. 2009

- 2010
(Unaudited) * (Unaudited)
‘CASH FLOWS FROM OPERATING ACTIVITIES L R RN
Contributions received - : $ 107,004 $ 96,749
Interest on investments received Y : . ' 1,676 - 1,821
Net cash (paid for) received from other actlvmes o ’ 21 21
Technical assistance disbursed . o (69,110) (58,331)
- Financial expenses paid _ _ . (14).. (13)
" Net Cash Provided by Operating Activities - T o : 39,535 40 247
. ’ CASH FLOWS FROM INVESTING ACTIVITIES _ e
Maturities of investments ) 6,047,093 7,677,656
Purchases of inyestments‘ . ) . : (6,076,615) (7,689,608)
Net payments for securities purchased under resale arrangement ' ) (9,486) (26,206)
-Net' Cash Used in Investing Activities i Co : . (39,008) . - +(38,158)
Effect of Exchange Rate Ch_ange§ on Due from Banks o R 160 - {(178)
Net Increase in Due from Banks . - . 687 1911
Due from Banks at Beginning of Period | o o327 1,602
Due from Banks at End of Period _ , $ 3014 s . .3603"

The accompanying notes are an integrél part of these financial statements (T. AS?¥4).
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NOTES TO CONDENSED FINANCIAL STATEMENTS
For the Nine Months Ended 30 September 2010 and 2009
(Unaudited) = - S '

ASIAN DEVELOPMENT BANK—TECHNICAL ASSISTANCE SPECIAI}. FUND -

- NOTE A—INTERIM FINANCIAL INFORMATI_O_N. S

These unaudited condensed interim financial statements should be read in conjunction with the 31
December 2009 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 months ended
30 September 2010 and 2009 have been included. The results of operations for interim periods are not
necessarily indicative of the results to be expected for the full year. o .

In August 2008, the Board of Governors adopted the resolution. providing for the ninth replenishment of the
Asian Development Fund (ADF X) and the fourth regularized replenishment of the TASF. In conjunction with
the ‘ADF replenishment, the resolution provides for a replenishment of the TASF to finance technical
assistance operations under the fund. Total replenishment size is SDR7,419,094,000, of which
SDR2,657,960,000 wiil come from new donor contributions. Donors agreed to allocate 3% of the total
replenishment size (equivalent to 8% ‘of total donor contributions) to TASF. The replenishment became
effective on 16 June 2009. As of 30 September 2010, ADB received instruments of contributions from 27
donors with a total amount equivalent to SDR2,260,003,000, including qualified contribution amounting to
about SDR211,891,000. R T S R S o : :

NOTE B—SUMMARY OF SIGNIFICANT ACCOUNTING P_OL’ICIES
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 accounting principles generally accepted in the United States of America:. requires
management to make reasonable estimates and assumptions that affect the reported amounts of assets,
liabilities and uncommitted balances as of the end of the period and the reported amounts. of revenue and .
- expenses during the period. The actual results could differ from those estimates. :

‘' In December 2009, the Financial Accounting Standards Board (FASB) issued Accounting Standards:
- Update (ASU) 2009-16, “Transfers and Servicing (Topic 860) — Accounting for Transfers of Financial
Assets.” This update addresses the information that a reporting entity provides in its financial reports
about transfers of financial assets including; the effects of a transfer on its financial position, financial
performance, and cash flows; and a transferor’s continuing involvement in transferred assets. This update
is applicable at the start of an entity’s first fiscal year beginning after 15 November 2009, or 1 January
2010 for entities reporting earnings on a calendar-year basis. Notes D and H provide the required
disclosures in compliance with this update. , C

In January 2010, the FASB issued ASU 2010-06, “Fair Value Measurements and Disclosures (Topic 820) —
Improving Disclosures about Fair Value Measurements.” ASU 2010-06 amends ASC 820 to add new
disclosures requirements for transfers in and out of Levels 1 and 2 measurements and separate
disclosures about gross purchases, sales, issuances, and settlements relating to Level 3 measurements.
It also clarifies existing fair value disclosure requirements about the level of disaggregation and -about
inputs and valuation techniques used to measure fair value. ASU 2010-06 is effective for the first interim
oor annual period beginning after 31 December 2009 except for the requirement to provide the Level 3
activity of gross purchases, sales, issuances-and settlements, which ‘will be effective for fiscal years
beginning after 15 December 2010 and for interim periods within those fiscal years. The application of .
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continued -

| updates for Levels 1 and 2 did not have a material impact on: TASF’s 30 September 201@ financial

statements. The impact of this update relatmg to Level B er be reﬂected startmg wsth TASF's 31 March
- 2011 fmanCIal statements. _ e . .

I February 2010, the FASB issued ASU 2010-09, "Subsequent Events (Toplc 855) — Amendments to
~ Certain Recognition and Disclosure Requirements.” ASU 2010-09 reiterates that an SEC filer is. required to
‘evaluate subsequent events through the date that the financial Statements are issued and removes:the
“requirement for an SEC filer to disclose the date through which subsequent events have been evaluated. To
comply with this update, ADB issued ‘a policy providing guidance on accounting for and disclosures of .
‘subsequent events applicable to both ADB’s interim and annual financial statements. Note | prowdes the

‘. requnred disclosures rn*’complranee wrth this update. -

NOTE C—INVESTMENTS

. Invéstment securrtles and negotiable certificates of deposit held. as of 30. September 2010 are considered
“Available for Sale” and are reported at fair-value, which represents their fair market value. Time deposrts
"-are recorded at:cost; which is a reasonable estlmate of fatr value. Unrealized gains and losses are included

in revenue from mvestments

, Interest on: mvestment securmes ‘and trme deposats are recogmzed ‘as realized and reported net of
amortlzatlons of premlum and dlsoounts i ,

' _The annualized rate of return on the average mvestments hetd durlng the nine months ended 30 September ‘
2010 including securities purchased under resale arrangement based on the portfoho hetd at the beginning
and end of each month was 0. 69% (0.91%-2009). - - o : : t

.~ NOTE D—SECURITIES PURCHASED UNDER RESALE ARRANGEMENT

" TASF accounts for the transfer of fi nancnal assets in accordanoe wrth ASC 860 “Transfers and Servncmg In
- general, transfers are accounted for as sales under ASC 860 when control over the fransferred assets has .
- been relinquished. Otherwise, the transfers are accounted. for as. resale arrangements and. oollaterahzed .
financing arrangements. Seourltles purchased under resale arrangement are recorded. as assets and are

not re-pledged
NOTE E-—RELATED PARTY TRANSACTIONS

Included in “ADVANCES FOR GRANTS AND. OTHER ASSETS" and “ACCOUNTS PAYABLE AND
: OTHER LIABtLlTlES” are the followmg interfund balances: A . _

30 September 2010 31 December 2009

Reeeivab'le,from:_{'i - R o P ’
Asian Development Fund = ST $ 4,863,000 $ 4,349,000

Japan:Special Fund, 302,000 . -
Regional Cooperatron and Integratlon Fund ' 51,000 7 - -
Agency Trust Funds—net 168,000 - ' 177,000 = -
Total oot g 5384000 $ 4,526,000 )
Payableto . : | L . - S g i o o

. Ordinarycapital resources’ . o 8 ., 289,000  $ . 231,000
‘Japan:Special Fund -~ - - : e T T 1,000
Regional Cooperation and ‘Integratxon Fund = . 47,000

Total R §. 289,000  § 279,000

The receivable from ADF renresents'the fourth regularized‘ replentshment of TASF out of the ADF X contribution.
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continued -

NOTE F—TECHNICAL ASSISTANCE, GRANTS AND UNDISBURSED COMMITMENTS

Technical assstance;(TA) and grants are~recogn|zed in the financial statements when the -project is
approved and becomes effective. Upon completion or cancellation of a TA project, any undisbursed amount
is written back as a reduction in TA for the period and the corresponding undisbursed commitment is
- eliminated accordingly. During the nine months ended 30 September 2010, a net amount of $8,431,000
($10,255,000 — 2009) was written back as a reduction in TA. Total undisbursed commitments are
denominated in United States dollars and represent effective TAs which have not been disbursed.

NOTE G—CONTRIBUTIONS

With the effectivity: of ADF X and the fourth regularlzed replenlshment of TASF, contrlbutlon commitments
from 27 donors totaling $288,470,000 were allocated to TASF. Of this amount, $170,081,000' was recorded
as “DUE FROM CONTRIBUTORS” which are payable throughout the replenlshment perlod of 2009-2012.

Total oontrlbutions for the nine months ‘ended 30 September 2010 comprise the fourth regularlzed- ‘
replenishment of TASF amounting to $445,000, direct and voluntary contribution of India and Pakistan
“amounting to Rs20,000,000 ($437,000 equivalent) and $70,000, respectively, and allocation of $40,000,000
from OCR’s 2009 allocable net income. In addition, the fund received $64,710,000 from 26 donors as part of
the fourth regularized replenishment of TASF. :

NOTE H—FAIR VALUE MEASUREMENTS

ASC 820 defines fair value measurement to determine the prlce that would be recelved to sell an asset or
paid to transfer a liability at measurement date (exit price) in an orderly transaction among willing
participants with an assumption that the transaction takes place in the entity’s principal market, the most
advantageous market for the asset or liability. The most advantageous market is the market where the
sale of the asset or transfer of liability would maximize the amount-received for the asset or minimize the
amount paid to transfer the hablhty The fair value measurement is not adjusted for transaction cost.

ASC_820 also establishes a fair vaiue hlerarchy that gives the highest priority to quoted prices: in active
markets for identical assets or liabilities (Level 1), next priority to observable market inputs or. market
“corroborated data (Level 2), and the lowest priority to unobservable inputs without market corroborated
data (Level 3). ASC 820 requires the fair value measurement to maximize the use of market observable

inputs.

The fair va|ue of the following financial assets of TASF as of 30 September 2010 and 31 December 2009
- were reported based on the followmg _

Fair Value Measurements

Quoted Prices in : Significant
Active Markets for - Significant Market  Unobservable
Identical Assets. - Observable Inputs’ Inputs
30 September2010  (Lewel1) (Level 2) . (Lewel3)
Assets ' ' '
Investments : : . o
~ Time deposits . $ 351,837,000 $ - $. 351,837,000 % -
Securities purchased under- - -
resale arrangement 18,516,000 - 18,516,000 e
Total assets atfairvalue @~ $ 370,353,000 §$ - °$ 370,353,000 $ SR

~ 'US dofiar equivalent at 30 September 2010 exchange rates.

51



TASF-4

‘continued

) - Fair Value‘Measurements .., . o
Quoted Prices in - ~ Significant
Active Markets for . Significant Market . Unobservable
= ' . “Idenfical Assets - . Observable Inputs - Inputs.
: "3t December2009  (Levelt) . (Lewel2) - - - (Lewel3)
Investments S S . -
Time deposits $ 320069000 $ - § 320089000 $ = -
Securities purchased under S _ R o ' ‘
resale arrangement : 8,005,000 - 8,005,000 : o
Totalassets atfairvalue . $ 3280740000 $ =~ § 328,074,000 § -

See Notes C, D, and F for discussions relati'h‘g' to investments, securities pﬂféﬁéé‘ed under resale
arrangement, and undisbursed commitments: In all other cases, the-carrying amounts. of TASF’s assets, -
liabilities, and fund . balances are considered to approximate  fair values for all significant “financial
instruments. o " R S e T
NOTE I—SUBSEQUENT EVENTS R |
- ADB has evaluated subsequent events after 30 September 2010 th:ough the .date these Condensed

Financial Statements are issued. As a result of this evaluation, there are no subsequent events, as defined,
that require recognition or disclosure in the TASF’s Condensed Financial Statements as of 30 September

2010. - -
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ASIAN DEVELOPMENT BANK—JAPAN SPECIAL FUND
CONDENSED STATEMENT OF FINANCIAL POSITION

~ 30 September 2010 and 31 December 2009

Expressed in Thousands of United States Dollars (Note B)

JSF-1

30 September B
(Unaudited) 31 December
USF JSF
- ‘Regularand- - - Regular and
ACCSF Supplementary Total ACCSF Supplementary “Total
ASSETS
DUE FROM BANKS $ . 570 §$ 3165 § 373§ 7. % - 315§ 392
INVESTMENTS (Notes C and G) 36,061 127,280 163,341 36,492° 158,488 194,980
- ACCRUED REVENUE 0 1 11 1 9 10
ADVANCES FOR GRANTS AND . -
OTHER ASSETS (Note D) - - 3,446 3,446 - 3,321 3,314
TOTAL" $ 36,6‘51 '$ 133,902 §$ 170,533 § 36570 $ 1621 33 '$ 198,696
LIABILITIES AND UNCOMMITTED BALANCE§
ACCOUNTS PAYABLE AND _ )
.OTHER LIABILITIES (Note D) $ - § 418 $ . 418§ 7 8 211§ 211
UNDISBURSED COMMITMENTS A v
Technical assistance (Note E) - 81,956 81,956 - 94,081 94,081
TOTAL LIABILITIES - 82,374 82,374 7 94,292 94,292
NET ASSETS (JSF-Z) (Note F), represented by: -
Uncommitted Balances } i
Unrestricted - e 51,528 51,528 ) - 67,841 67,841
Temporarily restricted 28,199 - 28,199 28,199 ' - 28,199
i ‘ 28,199 51 ,528 _ 79,727 28,199 67,841 96,040
Net Accumulated Investment Income T . :
Temporarily restricted 8,432 - 8,432 8,364 - - 8,364
' o 36,631 51,528 88,159 36,563 67,841 - 104,404
TOTAL' $ 36,631 $ 133902 - $ 170,533 § 36,570 $ 162,433 § . 198,696

0=Lless than $500.

- The accompanying notes are an integral part of these ﬁnancral statements (JSF-4)

' Totals may not add up due to elimination of interfund account ($7,000 - 31 December 2009).
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ASIAN DEVELOPMENT BANK-—JAPAN SPECIAL FUND

CONDENSED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
For the Nine Months Ended 30 September 2010 and 2009 :

Expressed in Thousands of United States Dollars (Note B)

2010 , 2008
) (Unaudlted) {Unaudited)
JSF . JSF
Regular and . Regular and
ACCSF * “Supplementary Total ACCSF  Supplementary Total
: LHANGES IN UNRESTRICTED NET ASSETS ' _ '
j-_REVENUE FROM INVESTMENTS (Note <) $ - 8 201§ . 291 $ - . $ 1243 § 1,243
' REVENUE FROM OTHER SOURCES' , o 13 ©13 - (143) (143)
NET ASSETS REVERTED TO TEMPORARILY : ,
RESTRICTED ASSETS L - = - (223) - i (223)
, Total : 0 304 . 304 (223) 1,100 877
| EXPENSES | | |
" Technical assistance—net (Note E) - 16,169 16,169 (223) 25251 25,028 -
- Administrative expenses : - .. 446 L4460 o = . 1,019 1,019
Ftnancral expenses : . - . .0 0 - -0 0
Total ' " - 16615 16,615 (223) 26,270 26,047
REVENUE IN EXCESS OF (LESS THAN) EXPENSES 0 (1631) (16.311) BT (25170)  (25.170)
EXCHANGELOSSES ‘ - @ @ = @0y (20
INCREASE (DECREASE) IN UNRESTRICTED NETASSETS 0 (16,313) (16,313) - (25190)  (25.190)
CHANGES IN TEMPORARILY RESTRICTED NET ASSETS
'REVENUE FROM INVESTMENTS AND OTHER SOURCES 68 - 68" 144 =T 144
"NET ASSETS REVERTED TO TEMPORARILY , , L
RESTRICTED ASSETS - - - 223 - 223
INCREASE IN TEMPORARILY RESTRICTEDNETASSETS .68 . . - . . .68 . 367 - . 367
NCREASE (DECREASE) IN NET ASSETS ‘ 68 (16,313).  (16,245) 367  (25,190) (24,823)
NETASSETé AT BEGINNING OF PERIOD " 36,563 67,841 104,404 36,186 105,930 . - 142116
NET ASSETS AT END OF PERIOD . . _  $36831  § 51528 $ 88159  $36553 § 80740 $117,203

0 =Less than $500. B ' ‘ o R o
The accompanying notes are an mtegral pan of these ﬁnanclal statements (JSF-4) . . : o

.
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ASIAN DEVELOPMENT BANK—JAPAN SPECIAL FUND

CONDENSED STATEMENT OF CASH FLOWS

For the Nine Months Ended 30 September 2010 and 2009 .
Expressed in Thousands of United States Dollars (Note B)

JSF-3

CASH FLOWS FROM OPERATING ACTIVITIES
Interest on investments received
Technical assistance disbursed
Administrative and financial expenses paid
Net cash received from other sources

Net Cash Provided by (Used in) Operating Activities -

. CASH FLOWS FROM INVESTING ACTIVITES .
Maturities of investments
Purchases of investments

. Net Cash Provided by Investihg Activities' o

_ Effect of Exchange Rate Changes on Due from:Banks

Net Increase in Due from Banks
Due from Banks at Beginning of Period

Due from Banks at End of Period

2010 2009
(Unaudited) (Unaudited)
~ JSF JSF
. ‘ * Regular and , - Reguiar and
ACCSF Supplementary Total ACCSF - Supplementary Total
$ 69 § 289 - § 358 § 21 $ 1,383 $ 1604
(7). (28,043) (28,050) (42) (29,921) (29,963)
- (614) C o (814) - (1,102) (1,102)
0 10 10 0 " 15 15
62 - (28,358) (28,296) 179 (29,625) (29,446)
1369376 2952002 4321468 849,076 - 4423764 5272840
(1,368,945)  (2,920,884)  (4,289,829) .  (848,902)  (4,391,748) ' (5,240,650)
U 31,208 31,639 174 32016 32190
- 0 0 - 0 0.
493 . 2,850 3,343 - 353 2,391 2,744
77 315 392 224 489 713
$ 570§ 3165 ' $ 3735 - § 577 $. 2880 $ 3457 .

0=Less than $500.

The accompanymg notes are an integral part of these fi nancaal statements (JSF-4)

—~
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ASIAN DEVELOPMENT BANK—JAPAN SPECIAL FUND
NOTES TO CONDENSED FINANCIAL STATEMENTS
For the Nine Months Ended 30 September 2010 and 2009
{Unaudited)

NOTE A—INTERIM FINANCIAL INFORMATION

These unaudlted oondensed interim financial statements should be read in con}unctlon with the 31
Deceniber 2009 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 months ended -
30 September 2010 and 2009 have been included. The results of operations for mtenm penods are. not :
necessarily indicative of the results to be expected for the full year. .

| 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 JSF, representing the currency of the primary economic -
operatmg envrronment

The., ﬁnancnal, 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 accounting principles generally accepted in the United States of America requires management. to
make reasonable estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent liabilities as of the end of the period and the reported amounts of income and
expenses during the period. The actual results could dlffer from those estimates.

In January 2010, the FASB lssued ASU 2010—06 “Fair Value Measurements and Dlsclosures ( Toplc 820)
— Improving Disclosures about Fair Value Meastrements.” ASU 2010-06 amends ASC 820 to add new -
disclosures requirements for fransfers in and out of Levels 1 and 2 measurements and separate .
disclosures about gross purchases, sales, issuances, and settlements relating to Level 3 measurements.
It also clarifies existing fair value disclosure requirements about the level of disaggregation and. about
inputs and valuation techniques used to measure fair value. ASU 2010-06 is effective for the first interim
~or annual period beginning after 31 December 2009 except for the requirement to provide the Level 3
activity of gross purchases, sales, issuances and settlements, which will be effective for fiscal years
beginning after 15 December 2010 and for interim periods within those fiscal years. The application of
updates for Levels 1 and 2 did not have a material impact on JSF's 30 September 2010 financial
statements. The impact of this update relating to Level 3 will be reﬂected starting with JSF’s 31 March
2011 fi nancnal statements. _ : .

In February 2010, the FASB issued ASU 201 0-09, "Subsequent Events (Topic 855) Amendments to

- Certain Recognition and Disclosure Requirements.” ASU 2010-09 reiterates that an SEC filer is required
to evaluate subsequent events through the date that the financial statements are issued and removes the
requirement for an SEC filer to disclose the date through which subsequent events have been evaluated.
To comply with this update, ADB issued a policy providing guidance on accounting for and disclosures of
subsequent events applicable to both ADB’s interim and annuai financial statements. Note H provides the
required disclosures in compliance with this update.

NOTE C—INVESTMENTS
Investment securities and negotiable certificates of deposit held as of 30 September 2010 are considered
“Available for Sale” and are reported at fair-value, which represents their fair market value. Time deposits

“are recorded at cost, which is a reasonable estimate of fair value. Unrealized gains and losses are included
m revenue from lnvestments :
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Interest on mvestment securities and- time _deposi_ts are recognized as realized: and reported, net of
amortlzatlons of premlums and dlscounts

The annuallzed rates' of return on the average mvestments held under ACCSF and JSF durmg the nine
months ended' 30 September 2010, based on:the portfolio held at the beginning and end of each month
were.0. 25% and 0 27%, respectlvely (0 66% and. 0.91 %, respectrvely 2009) DR

NOTE D-—RELATED PARTY TRANSACTIONS

The OCR and special fund resources are at all times used, committed, and invested entlrely separate from .
each other. The administrative and operational -expenses: pertaining to-JSF are settled on a regular basis
with OCR and other funds. Regional technical assstance pro;ects and programs may be combined activities
ﬁnanced by specaal and trust funds. - . : R :

Included in “ADVANCES FOR GRANTS AND OTHER ASSETS" and “ACCOUNTS PAYABLE AND
OTHER LIABILITIES” are the followung lnterfund balances '

30 September 2010 31 December 2009

Amounts Receivable by:

JSF from: ACCSF . % - 3 . 7,000
TASF ' - - 1,000
Agency Trust Funds—net : ' 16,000 -
Total - RN 16,000 $ 8,000

Amounts Payable by

JSFto:  OCR - s 100,000 $ 115,000
< TASF = - - : 302,000 P o=
AgencyTrustFunds—net - 1,000

Total $ 402000 § 116,000
ACCSF to: JSF BRI - $ 7.000

NOTE E—TECHNICAL ASSISTANCE AND ‘U‘_NDIS.BUR,‘SED COMMITMENTS

Technical assistance (TA) is recognized in the financial statements when the project is approved and
becomes effective. Upon.completion of a TA project or cancellation of a grant, any undisbursed amount is
~written back as--a reduction in -TA for the period and the corresponding undisbursed commitment is
eliminated accordingly. During the nine months ended 30 September 2010, an amount of $7,160,000
($3,812,000 — 2009) was thus written back as a reduction in TA. None of these amounts corresponded to
ACCSF. Total undisbursed commitments are denominated in Unlted States: dollars and represent effective

TA that have not been dlsbursed
NOTE F-CONTRlBUTIONS AND TEMPORARILY RESTRICTED NET ASSETS
Contributions recelved for specrf c- TA projects/programs are cIassnf ed as temporarlly restricted support. As

of 30 September 2010, the ‘remaining- temporarily: restricted uncommrtted balance pertains to ACCSF
amounting to $28 199,000 ($28 199, 000 31 December 2009) :
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continued
‘ NOTE G—FAIR VALUE MEASUREMENTS

ASC 820 defines fair value measurement to determine the price that would be recelved to sell an asset.or
paid to transfer a liability at measurement date (exit price). in- an orderly transaction among willing’
participants with an assumption that the transaction takes place in.the entity’s principal market; the most
advantageous market for the asset or liability. The most advantageous market is the market where the-
sale of the asset or transfer of liability would maximize the amount received for the asset or minimize the
amount paid to transfer the liabillty The fair value measuremenf%ls not-adjusted for transz"iction cost.

ASC 820 also establishes a fair value hierarchy that gives: the hlghest prlorlty to quoted- pnces in: actlve
markets for identical ‘assets or liabilities (Level 1), next priority to observable market inputs or -market -
corroborated data (Level 2), and the lowest priority to unobservable: mputs without ‘market corroborated:
data (Level 3). ASC 820 requires the fair value measurement to maximize the use: of market observable

lnputs

The falr value of the followmg fi nancral assets of JSF as of 3() September 2010 and 31 December 2009 :
’were reported based on the followmg S

, Fair Value Measurements
Quoted Prices in - ighificant

Active Markets for  SignificantMarket ©  Unobservable
o , Identical Assets  Observabie Inputs Inputs
30 September2010~ (Level 1)  (Lewel2) (Level 3)
Assets ' - : -
_Investments : SO o , : :
- Time deposits % 163,341,000 $ ’ - § 163,341,000 § S
Fair Value Measurements _
Quoted Pricesin - v Significant
Active Markets for  Significant Market ~ Unobservable
_ ldenﬁc'alﬁssets Observable Inputs Inputs ,
: 31December2009 - (Lewel1) - . (Lewel2), = . . (Lewl3) .
- Assets ' '
“Investments - . AR o : A
Time deposits $ 194,980,000 $ - '$ 194980000 $ . . -

See Notes C and E for olscussrons relating o investments and: undlstrsed oommltments In all other
cases, the carrying amounts of JSF’s assets, liabilities, and fund balances are consrdered to approxrmate
fa|r values forall srgmﬁcant financial instruments. -

' NOTE H—SUBSEQUENT EVENTS

- ADB has evaluated subsequent events after 30 Sepl:ember 2010 through the date -these: Con@ensed;,
~ Financial Statements-are issued. As a result of this-evaluation; there are no:subsequent events;-as defined, -
that: requrre recognition or disclosure in the JSF's Condensed Financial Statements ‘as of 30 September

- 2010.
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ASIAN DEVELOPMENT BANK-—ASIAN DEVELOPMENT BANK INSTITUTE SPECIAL FUND

_ CONDENSED STATEMENT OF FINANCIAL POSITION
30 September 2010 and 31 December 2009
Expressed in Thousands of United States Dollars (Note B)

" ADBISF-1

- 30 September
3 {Unaudited) 31 4December
‘Agssrs
'DUE FROM BANKS $ 990 3 453
. SECURITIES PUhCHASED UNDER ‘ o
RESALE ARRANGEMENT (Notes C, D, and E) 8,123. 2,055
PROPERTY, FURNITURE, AND EQUIPMENT 127 177
DUE FRbM CONTRIBUTORS - 8,038
OTHER ASSETS 2,707 ‘2,460
TOTAL $ ‘ 11;947 ; $ 13,183
LIABILITIES AND UNCOMM'E’ Eﬁ BlIL_AIICES :
ACCOUNTS PAYABLE AND OTHER LIAéILITIES ’ $ 6.191 : | '$‘ 5,921
UNCOMMITTED BALANCES (ADBISF-2) o |
Unrestncted net assets 5,756 7,262
$ 11,947 $ 13,I83

- TOTAL

The ab_companyirig 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 ACTIVITIES AND CHANGES IN NET ASSETS

For the Nine Months Ended 30 September 2010 and 2009
Expressed in Thousands of United States Dollars (Note B)

ADBISF-2

2010

2009
(Unaudited) {Unaudited)
" CHANGES IN UNRESTRICTED NET ASSETS
CONTRIBUTIONS (Note F) $ 8368 3 -
REVENUE ' ; :
" From rental (Note G) 375 Ce 355 -
From investments (Note C). 3 7
From other sources—net 1 2
Total 8,747 - 364 .
EXPENSES ) .
Administrative expenses 7,940 : 7.817
Program-expenses 3,192 11,132 - 3,520 - 11,337
CONTRIBUTIONS AND REVENUE
-LESS:-THAN EXPENSES (2,385) (10,973)
EXCHANGE GAINS (LOSSES)—NET <250  (255)
TRANSLATION ADJUSTMENTS 629 (337)
DECREASE IN UNRESTRICTED NET ASSETS (1,506) (11,565)
NET ASSETS AT BEGINNING-OF PERIOD 7,262 15‘.723-
' NEf ASSETS AT END OF PERIOD $ 5,756 $ 4,158

The accompanying notes are an integral paft of these financial statements (ADBISF-4).
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" ASIAN DEVELOPMENT BANK—ASIAN DEVELOPMENT BANK INSTITUTE SPECIAI. FUND

CONDENSED STATEMENT OF CASH FLOWS
For the Nine Months Ended 30 September 2010 and 2009
Expressed in Thousands of United States Dollars (Note B)

ADBISF-3

'CASH FLOWS. FROM OPERATING ACTIVITIES
Contributions received : :
Interest on investments recerved
Expenses paid
Others—net
Net CashProvided by (Used in) Operating Activities

'CASH FLOWS FROM INVESTING ACTIVITIES
Net (payments for) receipts from secunties purchased’ under resale arrangement

Effect of Exchange Rate Changes on »Due from Banks
Net Increase ( DécreaSe) in Dué 'frqm Banks
Due from Banks at Beginning of Period

Due from Banks at End of Period

2010 2009
{Unaudited) (Unaudited)
$ 16323 $ 787
4 _ 4
(11,0486), (11,278)
626 (102)
5,906 (3,298) -
(5,242) 3,123
(127) 56
537 ©(119)
453 304

$ /990

$ 185

The accompanying:notes are an integral part of these financial statements (ADBISF-4).
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" JASIAN DEVELOPMENT BANK—ASIAN DEVELOPMENT BANK INSTITUTE SPECIAL FUND.. .
‘NOTES TO CONDENSED FINANCIAL STATEMENTS . . Ce :

’ '%;ff-'or_the Nine Months Ended 30 September 2010 and 2009 -
(Unaudited) _ ;

NOTE :A_—INTE'_RI,M FINANCIAL INF_ORMATION

These unaudited condensed interim financial statements should be read in conjunction with the 31
December 2009 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 months ended
30 September 2010 and 2009 have been included. The results of operations for interim: periods ‘are not
necessarily indicative of the results to be expected for the full year. - = L

- NOTE B—SUMMARY OF ‘S’IGNIFICANT ACCOUNTING POLICIES

The currencies of contributing members are functional currencies. To date, contributions from Japan and
Australia have been received. Australia became the second donor of the Institute, making its first
contribution in June 2010. 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 accounting principles generally accepted in
the United States of America requires management to make estimates.and assumptions, that affect the

reported amounts of assets and liabilities and disclosure of contingent liabilities as of the end of the period

and the reported amounts of income and expenses during the period. The actual results could differ from

those estimates.. ‘ v ‘, o : :

_In December 2009, the Financial Accounting Standards Board (FASB) issued -Accounting Standards
Update (ASU) 2009-16, “Transfers and Servicing (Topic 860) — Accounting for Transfers of Financial
_Assets.” This update addresses the information that a reporting. entity provides in.its financial reports
about transfers of financial assets including; the effects of a transfer on-its financial position,. financial
“performance, and cash flows; and a transferor’s continuing involvement in transferred assets. This update
is applicable at the start of an entity’s first fiscal year beginning after 15 November 2009, or 1 January
2010 for entities reporting earnings on a calendar-year basis. Notes D and E provide the required
disclosures in compliance with this update. - ‘o

In January 2010, the FASB issued ASU 2010-06, “Fair Value Measurements and Disclosures (Topic 820) -
— Improving Disclosures about Fair Value Measurements.” ASU 2010-06 amends ASC 820 to add new
disclosures requirements for transfers in and out of Levels 1 and 2 measurements and separate
"disclosures about gross purchases, sales, issuances, and settlements relating to Level 3 measurements.
It also clarifies existing fair value disclosure requirements about the level of disaggregation and about
inputs and valuation techniques used to measure fair value. ASU 2010-06 is effective for the first interim
or-annual period beginning after 31 December 2009 except for the requirement to provide the Level 3
activity of gross purchases, sales, issuances and settiements, which will be effective for fiscal years
‘beginning after 15 December 2010 and for interim periods within those. fiscal years. The application of
updates for Levels 1 and 2 did not have a -material impact on ADBISF's 30 September 2010 financial '
statements. The impact of this update relating to Level 3 will be reflected starting with ADBISF’s 31 March

" | 2011 financial statements.

In February 2010, the FASB issued ASU 2010-09, “Subsequent Events (Topic 855) — Amendments to
Certain Recognition and Disclosure Requirements.” ASU 2010-09 reiterates that an SEC filer is required '
. to evaluate subsequent events through the date that the financial statements are issued and removes the -
requirement for an SEC filer to disclose the date through which subsequent events have been evaluated.
To comply with this update, ADB issued a policy providing guidance on accounting for and disclosures of
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subsequent events applicable to both ADB’s interim and annual financial statements. Note H provides the
requrred drsclosures in comphance W|th thrs update ’ :

NOTE C—INVESTMENTS

" All investment securities held by the Institute are r'eported at estimated fair value, with realized and . -
" unrealized gains and Iosses included in revenue. Estimated fair value generally represents market value.

The annualized” rate of rettrn onthe’ average rnvestments held dunng the nine months ended 30 September
" 2010 including receivable for securities purchased under resale arrangement, based on the portfolio. held at
the beglnnmg and end of each month mcludrng unrealrzed garns and Iosses was 0.06% (0 08% — 2009)

NOTE D—SECURITIES PURCHASED UNDER RESALE ARRANGEMENTS

The Institute accounts for transfer of financial assets in accordance with ASC 860 “Transfers and
Servicing.” In general transfers are accounted for as sales under ASC 860 when control over the
transferred assets has been’ relrnqurshed Otherwise, “the transfers are accounted for as resale
arrangements and collateralized financing arrangements. Securities purchased under resale arrangement -
are recorded as assets and are not re-pledged

NOTE E—FAIR VALUE MEASUREMENTS

ASC 820 deﬁnes fair value measurement to determine the price that would be recelved to sell an asset or
paid to transfer a liability at measurement date (exit price) in an orderly transaction among willing
participants with an assumption that the transaction takes place in the entity’s prlncrpal rharket, the most
advantageous market for the asset or liability. The most advantageous market is the market where the -
sale of the asset or transfer of liability would maximize the amount received for the asset or minimize the

- amount pald to transfer the Ilabrllty The fa|r value measurement is not adjusted for transactron cost

ASC 820 also establishes a fair value hierarchy that gives’ the hlghest priority to quoted prices. in active
. markets for identical assets or liabilities (Level 1), next priority to observable market inputs or market
corroborated data (Level 2), and the lowest priority to unobservable inputs without market corroborated
data (Level 3). ASC 820 requrres the fair value measurement to maximize the use of market observable

inputs.

The fair value of the following financial assets of ADBISF as of 30 September 2010 and 31 December
2009 were reported based on the followmg , :

Fair Value Measurements

Quoted Prices in , . Significant
Active Markets for = Significant Market Unobservable
S - identical Assets Observable inputs. - Inputs
30 September 2010 (Level 1) (Level 2) (Level 3)
. Assets : .
Securities purchased under ‘ .
" resale arrangement $ 8123000 $ - $ 8123000 $ -
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S i Fair Value Measurements .
Quoted:Prices in: " .. S Stgmﬁcant
Active Markets for Signiﬁcant Market Unobsenrable
) . Identical Assets - Observable Inputs:. - = oo inputs
' Securities purchased under S o ~ S N
N resale arrangement _ . $ 2,055,000 $ : - & 2,055.000 $ -

See Notes C and D for drscussrons relatmg to rnvestments and securtttes purchased under resate
arrangement. In all other cases, the carrying amounts of ADBISF’s assets, liabilities, and fund’ balances are
considered-to approxumate fair values for.all srgnrﬁcant ﬁnan0|at rnstruments :

| NOTE F—CONTRIBUTIONS _

In June 2010, the Governments of Austraha and Japan oommitted its. 1st and 15th contnbutrons to the\'
Institute, respectively. _ \ ,

NOTE G—REVENUE

Revenue from rental consists of sublease rental income totahng $375 000 ($355,000 ~ 2009) received
according to a space sharing agreement WIth the Japan Representatrve Office of ADB ‘ o

NOTE H—SUBSEQUENT EVENTS

The Instrtute has evaluated subsequent events after 30 September 2010 through the date these Condensed
Financial Statements are issued. As a result of this evaluatlon there are no subsequent events, as defined,
that require recognition or dlsctosure in the ADBISF’s Condensed Financial Statements as of 30 September

2010. -
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ASIAN DEVELOPMENT BANK—ASIAN TSUNAMI FUND

. CONDENSED STATEMENT OF FINANCIAL POSITI'O"N‘ SR

30 September 2010 and 31 December 2009
Expressed ih Thousands of United States Dollars (Note B)

ATF-1

30 September
(Unaudited) 31 December
~ ASSETS '

' DUE FROM BANKS $ 10,820 $ ,449
INVESTMENTS (Notés Cand F) 43,524 67,696
ACCRUED REVENUE ' - 2 :
ADVANCES FOR GRANTS 8,045 23,565

- TOTAL \ $ 62,380 $ 121,912
LIABILITIES AND UNCOMMITTED BALANCES "
ACCOUNTS PAYABLE AND OTHER LIABILITIES (Note D) $ 246 $ 507
UNDISBURSED COMMITMENTS (Note E) | 58,682 116,784
UNCOMMIﬁED BA;LANCES (ATF-2), représented by: 8
Unrestrictegd net assets 3,461 4,531
TOTAL $ 62,289 _' | $ 121,912

The accompanying notes are an integral part of these financial statements (ATF-4).
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ASIAN DEVELOPMENT BANK—ASIAN TSUNAMI FUND T
CONDENSED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS '

For the Nine Months Ended 30 September 2010 and 2009

Expressed in Thousands of United States Dollars (Note B)

ATF-2

2010

2009

~ (Unaudited)  (Unaudited)
_ CHANGES IN UNRESTRICTED NET ASSETS
REVENUE “ o : .
From investments (Note C) : » - $ . 126 . - $ 1,136
From other sources . ) ‘ , 3 ) (306)
. Total : . 129 830
EXPENSES R L e
. Administrative expenses (Note D) _ : e 1,161 1,566
Fmancsal expenses - ' : L 1 B |
: Totai : o ' L 1,182 1,557, -
- REVENUE LESS THAN EXPENSES . , S {1,083) (727 -
TRANSFER TO ASIA PACIFIC DISASTER RESPONSE FUND E " JEER . (40,000)
NET EXCHANGE LOSSES - . (37) (67)
DECREASE INNET ASSETS -~ : : . (1,070) (40,794)
NET ASSETS AT BEGINNING OF PERIOD o g 26,387
) NET ASSETS AT END OF PERIOD 8 3am $ _ 5,593

The accompanying notes are an integral part of these financial statements (ATF-4).
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ASIAN DEVELOPMENT BANK—ASIAN TSUNAMI FUND
_ CONDENSED STATEMENT OF CASH FLOWS

For the Nine Months Ended 30 September 2010 and 2009
Expressed in Thousands of United States Dollars (Note B) '

2010 - - - 2009
. (Unaudited) - (Unaudited)

' CASH FLOWS FROM OPERATING ACTIVITIES | v |
‘Interest on investments received . . : ‘ ' ‘$ 0 128 $ . 2,036
Grants/Technical assistance disbursed o . ) (42,690) . , (62,069)
Transfer to Asia Pacific Disaster Response Fund - - : = (40,000}
Administrative and financial expenses paid 3 . K¢ ,413_2) . (2,008)

- Net cash received from (paid for) other activites =~ ‘ ' : 3 : (305)
* Net Cash Used in Operating Activitles L S R (44,001) : (102,346)
CASH FLOWS FROM INVESTING ACTIVITIES , : :
Maturities of investments : . 8,047,267 7,836,321
Purchases: of mvestments I T T (7,992,895) . (7,723,045)
Net Cash Provnded by lnvestlng Actviies 0 L 54,372 113276
p : R = T
Net Increase in Due from Banks_ : L . 10,371 - 10,930
Due from Banks at Beginning of Period ' . ' 449 383
Due from Banks atEnd of Period SR $ 10820 $ 11313

The acéompanying notes 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 Months Ended 30 September 2010 and 2009

‘(Unaudlted)

NOTE A—INTERIM FINANCIAL INFORMATION

These unaudited condensed interim financial statements should be read in conjunction with the 31.
December 2009 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'months ended
30. September 2010 and 2009 have been included. The results of operations for interim penods are not
necessarily indicative of the results to be expected for the full year. ;

NOTE MUMMARY OF SIGNIFICANT ACCOUNTING POLICIES . '

The financial statements are expressed in thousands of current’ Unlted States dollars. The United States, :
dollar is the functional and reporting currency “of the Fund, representlng the currency of the primary
economlc operating envuronment

. The ﬁnancral statements of ATF are presented on the basis-of those for not-for-profit orgamzatwns The
preparation of the financial statements in conformity with accounting principles generally accepted in the
United States of America requnres management {o make reasonable estimates-and-assumptions-that affect

- the reported amounts of assets,’ liabilities and uncommitted balances as of the end of the period and the

reported amounts of revenue and expenses during the period. The actual results could dlfﬁer from those

estimates.

In January 2010 the Flnanclal Accountlng Standards Board (FASB) issued Accountlng Standards Update
(ASU) 201006, “Fair Value Measurements and Disclosures (Topic 820) ~ Improving Disclosures about Fair
Value Measurements.” ASU 2010-06 amends ASC 820 to add new disclosures requirements for transfers in
and out of Levels 1 and 2 measurements and separate disclosures about gross purchases; sales, -
| issuances, and settlements relating to Level 3 measurements. It also clarifies existing fair value disclosure
. _requirements about the level of disaggregation and about inputs and valuation techniques used to measure
- fair value. ASU 2010-06 is effective for the first interim or annual period beginning after 31 December 2009
. except for the requirement to provide the Level 3 activity of gross purchases, sales, issuances and
settlements, which will be effective for fiscal years beginning after 15 December 2010 and for interim
“periods within those fiscal years. The application of updates for Levels 1 and 2 did not have a material
_impact on ATF’s 30 September 2010 financial statements. The impact of this update relating to Level 3 will
be reflected startmg with ATF’s 31 March 2011 financial statements.

In February 2010, the ' FASB |ssued ASU 2010-09, “Subsequent Events (Topic 855) Amendments to
‘Certain Recognition and Disclosure Requirements.” ASU 2010-09 reiterates that an SEC filer is required to
evaluate subsequent events through the date that the financial statements are issued and removes the
requirement for an SEC filer to disclose the date through which subsequent events have been evaiuated. To
comply with this update, ADB issued a policy providing guidance on accounting for-and disclosures of
subsequent events applicable to both ADB's interim and annual financial statements. Note G provides the
required disclosures in compliance with this update.

NOTE C—INVESTMENTS | |
‘Investment securities and negotiable certiﬁcates of deposit held as of 30 September 2010 are considered‘

- “Available for Sale” and are reported at fair value, which represents their fair market value. Time deposits
are recorded at cost, which is a reasonable estimate of fair value. Unrealized gains and losses are-included

in revenue from mvestments '_
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Y, Interest on investment securities' and - time deposrts are recogmzed as realized and reported net of
.amortlzatrons of premrum and discounts. :

The annualized rate-of return-on the: average investments held during the nine months ended 30 September .
2010, based on t(he portfollo held at the beglnnrng and end of each month, was 0.24% (0.78% — 2009).

| NOTE D—RELATED PARTY TRANSACTIONS

The OCR and special fund resources are at all times used, committed, and invested entirely separate from
each other. The administrative and operational expenses.pertaining to ATF are settied on a regular basis
with OCR and the other funds. Regional technical assistance projects and programs may be combined
activities financed by special .and trust funds. ADB charges a service fee to cover ADB'’s cost for the
administration, management, supervision and operatron of the ATF. The service fee is currently 2% of the
amount disbursed for -technical assistance and investment projects. As of 30 September 2010, $246,000 -
($590,000 — 31 December 2009) was payable to OCR which is included in “ACCOUNTS PAYABLE AND

 OTHERLIABLLITIES” N
" NOTE E—TECHNICAL ASSISTANCE, GRANTS AND UNDISBURSED commrmems

Technical assistance (TA) and grants are recogmzed in the fi nancral statements when the project is
approved and becomes effective. Upon completron of the TA project or :cancellation of a grant, any
undisbursed amount is. written back as a reduction in TA or grants for the perlod and the corresponding -
undisbursed commitment is  eliminated:- accordingly. - There were no.grants which became effective or
completed/cancelled dunng the perlods ended 30 September 2010 and 2009.

Total undisbursed commitments are denommated in Umted States dollars and represent effectlve grants '
which have not been disbursed. o

NOTE F—FAIR VALUE MEASUREMENTS

ASC 820 defines fair value measurement to determme the price that would be received to sell an asset or
paid to transfer a liability at measurement date (exit price) in an orderly transaction among willing -
participants with an assumption that the transaction takes place in the entity’s prrncrpa! market, the most
‘advantageous market for the asset or liability. The most advantageous market is the market where the
sale of the asset or transfer of liability would maximize the amount received for the asset or minimize the
amount paid to transfer the liability. The fair value measurement is not adjusted for transaction cost.

ASC 820 also establishes a fair value hierarchy that gives the highest priority to quoted prices in active
- markets for identical assets or liabilities (Level 1), next priority to observable market inputs or market
corroborated data (Level 2), and the lowest priority to unobservable inputs without market corroborated
data (Level 3). ASC 820 requires the fair value measurement to maximize the use of market observable

inputs.
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- The fair value of the following financial assets of ATF as of :30: September 2010 and 31 December 20(19;‘
were reported based on the fotlowmg ; _

Farr Value Measurements :

Quoted’ Pnces in o Slgmﬁcant

" Active Markets for S_igniﬁcant Market Unobservable
: v Identical Assets - Observable Inputs. - Inputs.
: 30 September2010 ~ (Lewel )  (Lewl2) . (Lewl 3)
Asse& - — - : - — e
Investments AT S e . ) . L .
. Timedeposits . $ 43524000 $ . .- $ 43524000 § -
Fair Value Measurements
" Quoted Prices in . significant -
Active Markets for ~ Significant Market = Unobservable
R Identical Assets. * Observable Inputs - Inputs
-: 31 December 2009 (Level1) . (Level 2) (Level 3)
Assets : T T , :
Investments R . A
Timedeposits . . § 07896000 § - =§= 97896000 § -

See Notes C and E for discussions relating to investments and undisbursed commitments. In all other
cases; the carrying amounts of ATF’s assets, liabilities, and fund balances are consrdered to, apprmqmate
- fair values for all significant financial instruments. _ :

NOTE G——SUBS‘EQUENT- EVENTS

. ADB has evaluated subsequent events after 30 ‘September 2010 through the date these Condensed
Financial Statements are issued. As a result of this evaluation, there are no subsequent events, as
defined, that require reoogmtron or. dlsclosure in the ATF’s Condensed Financial. Statements as of 30

' September 201 0.



ASIAN DEVELOPMENT BANK—PAKISTAN EARTHQUAKE FUND -

CONDENSED STATEMENT OF FINANCIAL POSITION
30 September 2010 and 31 December 2009
Expressed in Thousands of United States Dollars:(Note B)

PEF-1

30 September

(Unaudited) 31 December
'ASSETS ,

- DUE FROM BANKS $ 8180 $ 551
INVESTMENTS (Notes C and G) 25,185 49,195
ACCRUED REVENUE : 44 < 59
ADVANCES FOR GRANTS 7,135 3,007

TOTAL $ 40544 $ 52,812
 LIABILITIES AND UNCOMMITTED BALANCES
ACCOUNTS PAYABLE AND OTHER LIABILITIES (Note D) $ . 10 $ 52
UNDISBURSED COMMITMENTS (Note E) 36,931 49,446
UNCOMMITTED BALANCES (PEF-2) represented by:- - .
Unrestrlcted net assets 3,603 3,314
'TOTAL $ 40,544 $ 52,812

The accompanying notes are an integral part of these financial statements (PEF-4).
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ASIAN DEVELOPMENT BANK-—PAKISTAN EARTHQUAKE FUND RECIET
CONDENSED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
For the Nine Months Ended 30 September 2010 and 2009 '

Expressed in Thousands of United States Dollars (Note B)

PEF-2

2010 2009
{Unaudited) (Unaudited)
CHANGES IN UNRESTR!CTED NET ASSETS |
REVENUE. -
" From investments (Note C) ' _ A $ - 943 1,780
" From other sources ’ L o 131 70
Total , ‘ . 1,074 1,850
' EXPENSES I o
* .. Administrative and ﬁnanclal expenses o _ : B 251 1203
' REVENUE IN EXCESS OF EXPENSES ORTEE e . 823 . 1,647
NET EXCHANGE LOSSES . o - (534) . (702)
~ INCREASE IN NET ASSETS ‘ T o o 289 945
NET ASSETS AT BEGINNING OF PERIOD o 3314 2,203
| NET ASSETS ATEND OF PERIOD - ' $ 3,603 3,148

The éccompariying notes are an integ'r;'alll' pér( of fhes'e financial statements (PEF-4). '
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ASIAN DEVELOPMENT BANK—PAKISTAN EARTHQUAKE FUND
CONDENSED STATEMENT OF CASHFLOWS . ... .. .

. For the Nine Months Ended 30 September 2010 and 2009
Expressed in Thousands of United States Dollars (Note B) . .

PEF-3

CASH FLOWS FROM OPERATING ACTIVITIES
Contributions received J
Interest on investments received .
Net cash received from other sources
Grants and technical assistance disbursed
Administrative and financial expenses paid

Net Cash Used in Operating Activities
CASH FLOWS' FROM INVESTING ACTIVITIES
Maturities of investments .
Acquisition of investments
© Net Cash Provided by Investing Activities
Effect of Exchange Rate Changes on, Due from Banks
Net Increase in Due from Banks v
Due from Banks at Beginning of Period

Due from Banks atEnd of Period "

2010

(Unaudited).

$

955
131

(16,644)

(292)

(15,850)

781,119
(757,577)

23,542

: (63)

7,629

551

8,180

2009
{Unaudited)

$ 3385
1,843

121 -

(8.943)
(200)

(3,794)

1288122

- (1.277.107)
8015

(101)

4,120

823

$ - 4,943
e —

The accompanying 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 Months Ended 30 September 2010 and 2009
_ (Unaudlted) '

NOTE A-—INTE-RIM FINANCIAL INFORMATION

These unaudlted condensed interim. financial statements should be read in conjunctlon with the 31
December 2009 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 months ended
| 30 September 2010 and 2009 have been included. The results of operations for mtenm periods are not
| necessarlly indicative of the results to be expected for the full year.

NOTE B—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

. ’Thbe ﬁnanc:alrstatements are expressed in thousands of current United States doltars The United States
~ dollar is the functional and reporting currency of the Fund, representing the currency of ‘the pnmary
eoonomlc operatmg envnronment ,

‘ The fi nanC|al statements are presented on the basis of those for not-for-proﬁt orgamzataons The preparatnon
of the financial statements in conformity with accounting principles generally accepted in the United States
of America requires management to make reasonable estimates and assumptions that affect the reported

.amounts of ‘assets, liabilities and uncommitted balances as of the end of the period and the reported
amounts of revenue and expenses dunng the period. The actual results could differ from those estimates.

In January 2010, the Flnanclal Accounting Standards Board (FASB) issued Accounting Standards Update
(ASU) 2010-06, “Fair Value Measurements and Disclosures (Topic 820) —Improving Disclosures about Fair
. Value Measurements.” ASU-2010-06 amends ASC 820 to add new disclosures requirements. for transfers. .
in and out of Levels 1 and 2 measurements and separate disclosures about gross purchases, sales,
issuances, and settlements relating to Level 3 measurements. It also clarifies existing fair value
disclosure requirements about the level of disaggregation and about inputs and valuation techniques

~ used to measure fair value. ASU 2010-06 is effective for the fi rst interim or annual period beginning after
31 December 2009 except for the requirement to provide the Level 3 activity of gross purchases, sales,
" issuances and settlements, which will be effective for fiscal years beginning after 15 December 2010 and
for interim periods within those fiscal years. The application of updates for Levels 1 and 2 did not have a
material impact on PEF’s 30 September 2010 financial statements. The impact of this update relating to

~ Level 3 will be reflected starting with- PEF’s 31 March 2011 financial statements. ‘

In February- 2010, the FASB issued ASU 2010-09, “Subsequent Events (Topic.855) — Amendments to
Certain Recognition and Disclosure Requirements.” ASU 2010-09 reiterates that an SEC filer is required to
evaluate subsequent events through the date that the financial statements are issued and removes the
requirement for an SEC filer to disclose the date through which subsequent events have been evaluated. To
“comply with this update, ADB issued a policy providing guidance on accounting for and disclosures of
_ subsequent events applicable to both ADB'’s interim and annual financial statements Note H promdes the
reqmred disclosures in comphance with this update '

NOTE C—INVESTMENTS
InVestment securities and negotiable certificates of deposit-held as of 30 September 2010 and .31 December
,2009 are considered “Available for Sale” and are reported at fair value, which represents their fair market

value. Time deposits are recorded at cost, which is a reasonable estlmate of fair value. Unreahzed gains
and losses are included in revenue from mvestments :
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Interest on mvestment securities and time deposns are recogmzed ‘as realized ‘and reported net of
amortrzatlons of premiums and discounts. .

The annualized rate of return' on the average :i‘nve'stments held during the nine months ended 30 September
2010, based on the portf_olio held at the beginning and end of each month, was 3.83% (4.35% — 2009). :

| NOTE D—RELATED PARTY TRANSACTIONS

The OCR and special fund resources are at all trmes used, commltted and invested entirely separate from

~_ each other. The administrative-and operational expenses pertaining to PEF are settled on a regular basis

with OCR and the other funds. Regional technical assistance projects and programs may be combined
activities financed by special and trust funds. ADB charges a service fee to cover ADB's cost for the

" . administration; management, supervision and operation of the PEF. The service fee is currently 2% of the

amount disbursed for technical assistance and investment projects. As of 30 September-2010, $10,000

($45,000 — 31 December 2009) was payable to OCR which is-included in “ACCOUNTS PAYABLE AND‘;,, .

OTHER LIABILITIES.” }
NOTE E-—TECHNICAL ASSISTANCE, GRANTS AND UNDISBURSED COMMITMENTS

Technlcal assistance (TA) and grants are recognlzed in the financial statements when the project is
approved and becomes ‘effective.” Upon ‘completion of a TA project or cancellation of a grant, any
undisbursed amount is written back as a reduction in TA or grants for the period and the corresponding
undisbursed commitment is eliminated accordingly. There were no TA or grants which became effective or
completed/cancelled dunng the perlods ended 30 September 2010 and 2009

Total undrsbursed commltments are denomrnated in Unrted States dollars and represent effectrve
TAs/grants which have not been disbursed. . o

" NOTE F—-CONTRIBUTIONS o
In 2006 and 2007, instruments of contrlbutrons were recerved from the Government of Norway and the Kingdom
of Belgium which undertake to .make contributions to. ‘the PEF a maximum amount of $20,000,000 and
€9,924,000, respectively. This is by way of a debt-for-development swap, arrangement with Pakistan, where

Pakistan shall match the value of debt and debt service cancellations with equivalent amounts in Pakrstan
rupees ‘which shall be transferred to the Fund as Nowvay’s and Belglum S contnbutrons

In 2008, PEF received the remaining oontrlbutlons due from Non/vay and Belglum amountmg to $5, 000 000 and
€3,308,000 ($5 225, 000 equivalent), respectively. ‘

In 2006, the Government of Australla committed A$20,000,000 ($15,036, 000 equivalent). PEF received in full the
remarnlng contrrbutlons due from Austraha amounting to A$4,300,000 ($3,233,000 equrvalent) in 2009

NOTE G—-FAIR VALUE MEASUREMENTS

ASC 820 defines fair value measurement to determine the price that would be received to-sell an asset or

~ paid to transfer a liability at measurement date (exit price) in an orderly transaction among willing

participants with an assumption that the transaction takes place in the entity’s principal market, the most

advantageous market for the asset or liability. The most advantageous market is the market where the
" sale of the asset or transfer of liability would maximize the amount received for the asset or minimize the

amount paid to transfer the liability. The fair value measurement is not adjusted for transaction cost.

ASC 820 also establishes a fair value hierarchy that gives the highest priority to quoted prices in active
ma.rkets for identical assets or liabilities (Level 1), next priority to observable market inputs or market
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contmued

corroborated data (Level 2), and the lowest pnorrty to unobservable inputs without-market corroborated
data (Level 3). ASC 820 requires:the fair value measurement to maxrmrze the use of market obeervabte

inputs.

The fair value:of:the foltowrng ﬁnancral assets of PEF as.of 30 September 2010 and-31 December 2009 -
were reported based on the following: — . o ,

Fair Value Measuremeats e
Quoted Prices in Signiﬁcant
- Active Markets for  Significant Market Unobsemable
: ‘ , -ldentical Assets . - Observable Inputs tnputs
30 September2010 o (kevel 1) oo (Level2) (L,evet 3)
Investments o R o - : : v o
~ Time deposits ©°$ 25185000 $ - "$ - 25185000 $ -
‘ ; .- Fair, Value Measurements ‘
Quoted Pnces in Srgmﬁcant ‘
Active Markets.for =~ Significant Market. Unobservable -
: : , -identical Assets - Observable Inputs. inputs
. ‘31 December2009  (Lewvel 1) {Lewel2) . -~ (Lewel3)
Assets B I o ' : ST
Investments : ~ - : : T ;
Time deposits = . ~°$ 49,195000 $. - '$ 49195000 % -

. See Notes C and E for discussions relating to investments and undisbursed commitments. In all other
- cases, the carrying amounts of PEF’s assets, liabilities, and fund balances are consu:lered to approxlmate o

fair values for all sugmf cant financial instruments.

 NOTE H—SUBSEQUENT. EVENTS i

ADB has evaluated subsequent events after 30 September_2010 th ough the date’ these Condensed‘fﬁ'
. Financial Statements are issued. As a result of this evaluation, there are no. subsequent events, as
defined, that require recognition or disclosure in the PEF’s Condensed Financial Statements as of 30

_ September 2010.
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ASIAN DEVELOPMENT BANK—REGIONAL COOPERATION AND INTEGRATION FUND -

CONDENSED STATEMENT OF FINANCIAL POSITION
30 September 2010 and 31 December 2009 ’
Expressed in Thousands of United States Dollars (Note B)

RCIF-1

30 September

(Unaudited)

31 December

ASSETS
DUE FROM BANKS $ 1582 $ 270
INVESTMENTS (Notes C and G) 38,451 34,856
ACCRUED REVENUE 12 11
ADVANCES FOR GRANTS AND OTHER ASSETS (Note D) 1,727 610
TOTAL $ 41,772 $ 35747
 LIABILITIES AND UNCOMMITTED BALANCES
ACCOUNTS PAYABLE AND OTHER LIABILITIES (Note D) $ o8 '$ 62
UNDISBURSED COMMITMENTS (Note E) 28,166 23,148
UNCOMMITTED BALANCES (RCIF-2), represented by:
Unrestricted net assets’ 13,508 12,537
" 4,172 $ 35,747

TOTAL

" The accompanying notes are an integral part of these ﬂnéncia_‘l statements (RCIF-4).
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RCIF-2

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

For the Nine Months Ended 30 September 2010 and 2009

Expressed in Thousands of United States Dollars (Note B)

2010 , - 2009

‘ o o . -(Unaudited) (Unaudited)
' CHANGES IN UNRESTRICTED NET ASSETS .
" CONTRIBUTIONS (Note F) ; ‘ ’ $ 10,000 $ . -
REVENUE S : : )
From investments (Note C) - - , » 100 ) 293
-'From other sources—net . ) 1 (56)
Total : ' o 10,101 237
EXPENSES ‘
- Technical assistance (Note E) _ ERE 8,937 . 9,300
Administrative expenses ' - 4 197 ' 216
- Total S j 9,134 9,516
‘CONTRIBUTIONS AND REVENUE IN EXCESS OF‘(I;ESS THAN)-EXPENSES" "~~~ - 967 . 9279)
NET EXCHANGE GAINS . - 4 5
INCREASE (DECREASE) IN NET ASSETS , o7 - (9,274)
NET ASSETS AT BEGINNING OF PERIOD L 12,537 24,588
NET ASSETS AT END OF PERIOD . S - R 13,508 $ 15,314

Thekac‘dompanying notes are an ir)tegral part of these financial statéments (RCIF-4).

R
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ASIAN DEVELOPMENT BANK—REGIONAL COOPERATION AND INTEGRATION FUND

CONDENSED STATEMENT OF CASH FLOWS - SIR
For the Nine Months Ended 30. September 2010 and 2009
Expressed in Thousands of United States Dollars (Note B)

RCIF-3

CASH FLOWS:FROM OPERATING ACTIVITIES
Contributions. received o
- Interest on investments recelved
.- Technical assistance dlsbursed :
Administrative and financial expenses pald
Net cash received from (paid for) other activities

Net Cash Provided by (Used in) Operating Acﬁviﬁés o
CASH FLOWS FROM INVESTING ACTIVITIES
Maturities of investments
Purchases of Investments .
Net Cash (Used in) Provided by Investing Activities ‘
Net Increase in Due From Bariks
Due from Banks at Beginning of Period

Due from Banks at End-of Period .

2010

(Unaudited)

$ 10,000

122
(4,958)
(235)

1

4,930

- 341,579
(345,197)

(3,618)
1,312

270

$ 1,582

2009

(Unaudited)

- o

565
(3,905)

(199)
_(56)

(3,595)

318,452

(314,761) -

3,691
.96

1,446

$ 1,542

The ‘accompanyingv nbtée ere an integfal bart of these financial stetements (RCIF-4). i
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'ASIAN DEVELOPMENT BANK—REGIONAL COOPERATION AND INTEGRATION FUND :
NOTES TO CONDENSED FINANCIAL STATEMENTS R S
For the Nine Months Ended 30 September 2010 and 2009

(Unaqdited) o .

NOTE A—INTERIM FINANCIAL INFORMATION

These unaudited  condensed interim financial statements should .be read in-conjunction with the 31
December 2009 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 ‘months-ended
30 September 2010 and 2009 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 POLIC»IESJ .

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. | C ' . C

The financial statements are presented on the basis of those for not-for-profit organizations. The preparation

of the financial statements in conformity with accounting principles generally accepted in the United States

of America requires management to make reasonable estimates and assumptions that:affect the reported::
amounts of assets, liabilities and uncommitted balances as of the end of the period and the reported

amounts of revenue and expenses during the period. The actual results could differ from those ‘estimates.

In:January 2010, the Financial Accounting Standards Board (FASB) issued Accotinting-Standards Update
(ASU)-2010-06, “Fair Value Measurements and Disclosures (Topic 820) — Improving Disclosures about Fair
Value Measurements.” ASU 2010-06 amends ASC 820 to add new disclosures requirements for transfers -
in and out of Levels 1 and 2 measurements and separate’ disclosures about gross purchases, sales,
issuances, and settlements relating to Level 3 measurements. It also clarifies existing fair value
disclosure requirements about the level of disaggregation and about inputs and valuation techniques
used to measure fair value. ASU 2010-06 is effective for the first interim or annual period beginning after
31 December 2009 except for the requirement to provide the Level 3 activity of gross purchases, sales,

b issuances and settiements, which will be effective for fiscal years beginning after 15 December 2010 and

for interim periods within those fiscal years. Note G provides the required disclosures in compliance to the .
updates for Levels 1 and 2. The impact of this update relating to Level 3 will be reflected starting with
RCIF’s 31 March 2011 financial statements. ' :

" In February 2010, the FASB issued ASU 2010-09, “Subsequent Events (Topic 855) — Amendments to -
~ Certain Recognition and Disclosure Requirements.” ASU 2010-09 reiterates that an SEC filer is required to
evaluate subsequent events: through the date that the financial statements are issued and removes the
requirement for an SEC filer to disclose the date through which subsequent events have been evaluated. To
comply with this update, ADB issued a policy providing guidance on accounting for and disclosures of
subsequent events applicable to both ADB's interim and annual financial statements. Note H provides the

* required disclosures in compliance with this update. ‘ :

NOTE C—INVESTMENTS
_ Investment securities and negotiable certificates of deposit held as of 30 September ‘2010 are considered -

“Available for Sale” and are reported at 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 included

"in revenue from investments.
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continued -

Interest on investment securities and time deposrts are recogmzed as realized and reported net of
amortlzatlons of premrum and drscounts : .

The annualrzed rate of return on the average rnvestments held durlng the nine months ended 30 September
-2010 based dn the portfolro heldkat the begrnmng and end of each month, was 0 39% (1. 10% = 2009).

NOTE D—RELATED PARTY TRANSACTIONS -

“The OCR and specral fund resources are at aII times used commltted and mvested entlrely separate from
each other. The administrative and operational expenses pertaining to RCIF are settled on a regular basis
with- OCR and the other funds. Regional technical assistance projects and programs may be combined
activities financed by special and trust funds. ADB charges a service fee to cover ADB’s incremental cost for
the ‘administration; management, supervision and operation of the RCIF and 'RCI . Trust Fund, a trust fund
administered by ADB. The service fee is currently 5% of the amount disbursed for technlcal assistance and
2% of the amount dlsbursed for grant components of mvestment pro_lects '

Included in “ADVANCES FOR GRANTS AND OTHER ASSET " and “ACCOUNTS PAYABLE AND‘
OTHER LIABILITIES” are the followung interfund balances: -

. 30 September 2010 31 December 2009

Recelvable from:

Technlcal Asslstance Speclal Fund- $ ' - $ 47,000
. Payable to: , _ , .

Ordinary capital resources , $ 47,000 $ 40,000

Teohnlcal Assistance Special Fund - ..51,000 -

Agency Trust Funds—net A = 16,000

Total o R 5 98,000 $ 56,000

NOTE E—TECHNICAL ASSISTANCE GRANTS AND UNDISBURSED COMMITMENTS

Technical assrstance (TA) and grants are recognlzed in the financial statements when the project is
approved and becomes effective. Upon oompletron of the TA project or cancellation of a grant, any .
undisbursed amount is written back as a reduction in TA or grants for the period and the corresponding
undisbursed commitment is eliminated accordingly. During the period, there were nine TA grants and one
supplementary approval totaling $8,950,000 (nine TA grants and one supplementary approval totaling
$9,300,000 - 2009) which. became effective, and $13 000 undrsbursed amounts were written back (n|I

.~ 2009).

Total undrsbursed commltments are denomlnated in" United States dollars and represent effective TAs
which have not been disbursed. . : :

NOTE F—CONTRIBUTIONS

n May 2010, the Board of Governors approved the transfer of $1 0 000 000 to the RCIF from the 2009 OCR
allocable.net income. P
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contmued
. NOTE G—FAIR VALUE MEASUREMENTS

ASC 820 defines fair value measurement to determine the price that would be received to sell an asset or
paid to transfer a fiability at measurement date- (exit price) in an. orderly transaction ‘among. willing
participants with an assumptlon ‘that the transaction takes place.in the ientity's prmcrpal market; the most
advantageous market for the asset or liability. The most advantageous market is the market where the
sale of the asset or transfer of liability would maximize the amount received for the asset or rainimize the

amount paid to transfer the Ilabrhty The fair value measurement is not adjusted for transaction cost

ASC 820 also establlshes a fair value hierarchy that gives the: hlghest priority to queted prrces in actutez

‘markets for identical assets or liabilities (Level 1), next priority to observable market inputs .or market.

| corroborated data (Level 2), ‘and the lowest priority to unobservable inputs without market:correborated -
‘data (Level 3). ASC 820 requrres the farr value measurement to maximize: the use: of market observable ;

inputs: -

‘The fair value of the followmg fi nancral assets of RCIF as of 30 September 201 0 and 31 December 2009
were reported based on the following: ; T - '

’

hir Value Measurements

" -Quoted Prices in . Significant
Active Markets for  Significant Market Unobservable
identical Assets  Observable Inputs Inputs
30 September2010 . (Level 1) . (ewl2) 1 (Lewl3)
Assets i ‘ o '
Investments : )
- Government or govit. guaranteed obligations  $ 15,007,000 - $ 15,007,000 § - $ o -
Time deposits - . [+ .. 23444000 - . 23444000 . . =
Total assets at fair value §$ 38,451,000 $ 15007000 §$ 23,444,000  $ =
Fair Value Measurements .
» ' Quioted Pnces in Significant -
Active Markets for Significant Market Unobservable
T T * jdentical Assets ' ‘Observable.Inputs - . Inputs: "~
31 Deoember2009‘ (Lewl 1) - (Lewl2) (Level 3) :
_Assets AT e g , : —
‘Investments i RS : : Lol L # . : :
) Govemmentorgorlt.guaranteed oblugatrons $:. 15,030,000  § - . % 15,030,000 $. -
: Tmedeposns SN . (0700 19,826,000 S e 219,826,000 R
- Totala,ssets at»fa-rvame; . ... $ 34856000 $ .~ § 34856000 . $ -

Starting 2010 investments under .government or government—guaranteed obligations prrced by the
" Bloomberg Valuation Services (BVAL) have been categorized from Level 2 to Level 1 .

See Notes C and E for discussions relating to investments and undisbursed commltments In all other
cases, the. carrying amounts of RCIF's assets, liabilities, and fund balances “are considered to
approxrmate fair values for all srgnlf cant f nancual mstruments ' S

NOTE H—-SUBSEQUENT EVENTS

ADB has evaluated subsequent events after 30 September 2010 through the date these Condensed :
Financial Statements are issued. As a result of this evaluation, there are no subsequent events, as
defined, that require recognition or drsclosure in the RCIF’s Condensed Flnanmal Statements as of 30

September 2010.
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'ASIAN DEVELOPMENT BANK—CLIMATE CHANGE FUND
CONDENSED STATEMENT OF FINANCIAL POSITION -

. 30 September 2010 and 31 December 2009 _

Expressed in Thousands of United States Dollars (Note B)

CCF-1

TOTAL

304September
(Unaudited) 31 December
ASSETS
(
DUE FROM BANKS $ 1,659 $ 209
INVESTMENTS (Notes C and G) | 44,335 39,232
ACCRUED REVENUE | ‘ 14 13
- ADVANCES FOR GRANTS AND OTHER ASSETS 529 339
TOTAL | $ 46,537 $ 39,793
LIABILITIES AND UNCOMMITTED BALANCES
_ACCO_UNTS PAYABLE AND OTHER LIABILITIES (Notes D) $4 . 33 $ 102
Ul\lDISBURSED .COMMITMENTS‘(Note E) | ” 27,279 12,989
UNCOMMITTED BALANCES (CCF-2),'repres¢ﬁted by: :
Unrestricted net a'ssetsv ' 19,225 26,702
s 46,537 $ 39,703

The acobmpanying notes are an integral part of these financial statements (CCF-4).
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 CCF-2

ASIAN DEVELOPMENT BANK—CLIMATE CHANGE FUND

CONDENSED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
For the Nine Months Ended 30 September 2010 and 2009

Expressed in Thousands of United States Doliars (Note B)

2010 2009
(Unaudited) (Unaudited) -
CHANGES IN UNRESTRICTED NET ASSETS
- CONTRIBUTIONS (Note F) 8 10,000 $ .
REVENUE
From investments (Note C) ’ _ 116 200
From other sources ' . 0 0
Total : _ ' 10,116 200
. EXPENSES . _ , ‘
Technical assistance (Note E) . : 17,200 10,830
Administrative expenses 392 ’ 179
f g
Total A . 17,592 11,009
‘ CONTRIBUTIQNS AND REVENUE LESS THAN EXPENSES ’ ) (7.476) o (10,809)
NET EXCHANGE (LOSSES) GAINS _ ' ‘ 1y 4
DECREASE IN NET ASSETS ‘ . ; (7.477) ' " (10,805)
NET ASSETS AT BEGINNING OF PERIOD ‘ . 26,702 ' 37427
NET ASSETS AT END OF PERIOD ' | S -~ $ 19,225 $ 26622

0=Less than $500.
The accompanying notes are an integral part of these fi nancial statements (CCF—4)
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ASIAN DEVELOPMENT BANK—CLIMATE CHANGE FUND
CONDENSED STATEMENT OF CASH FLOWS

For the Nine Months Ended 30 September 2010 and 2009

" Expressed in Thousands of United States Dollars (Note B)

CCF-3

CASH FLOWS FROM OPERATING ACTIVITIES
Contributions received . L
Interest on investments received
Technical assistance disbursed
Administrative and financial expenses. paid

-Cash received from other activities

Net Cash Provided byv(Used in) Operatihg Agtivities'

CASH FLOWS FROM INVESTING ACTIVITIES
Maturities of investments e )
Purchases of investments

Net Cash (Used in) Providedby Investing Activities

Net Increase in-Due From Banks

Due from Banks ét Beginning.of Period-

Due from Banks at End of Period

2010 2009
(Unaudited) (Unaudited)
10,000 $ -
141 273
(3.101) (772)
(460) (140)
0 0
6,580  (639)
532,561 323,837
(537,691) (323,193)
(5,130) 644
1,450 5
209 1,564
- 1,659 $ 1,569

0 = Less than $500.

The accompanying notes are an integral part of these financial statements (CCF-4).
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 .ASIAN DEVELOPMENT BANK—CLIMATE CHANGE FUND
NOTES TO CONDENSED FINANCIAL STATEMENTS

For the Nine Months Ended 30 September 2010 and 2009
(Unaudlted)

NOTE A—INTERIM FINANCIAL INFORMATION

These unaudited condensed interim financial statements should be read in conjunction with. the 31
December 2009 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 months ended
30 September 2010 and 2009 have been included. The results of operatlons for mterlrn periods are not
neoessarlly indicative of the results to be expected for the full year.

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 pnmary
economic operating envuronment

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

In January 2010, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update
(ASU) 2010-06, “Fair Value Measurements and Disclosures (Topic 820) — Improving Disclosures about
' Fair Value Measurements.” ASU 2010-06 amends ASC 820 to add new disclosures requirements for

“transfers in and out of Levels 1 and 2 measurements and separate disclosures about gross purchases,
sales, issuances, and settlements relating to Level 3 measurements. It also clarifies existing fair value
disclosure requirements about the level of disaggregation and about inputs and valuation techniques
used to measure fair value. ASU 2010-06 is effective for the first interim or annual period beginning after
31 December 2009 except for the requirement to provide the Level 3 activity of gross purchases, sales,
" issuances and settlements, which will be effective for fiscal years beginning after 15 December 2010 and
for interim periods within those fiscal years. Note G provides the required disclosures in compliance to the
updates for Levels 1 and 2. The impact of this update relating to Level 3 will be reﬂected starting with
CCF's 31 March 2011 financial statements. .

In February 2010, the FASB lssued ASU 2010-09, “Subsequent Events (Topic 855) — Amendments to
Certain Recognition and Disclosure Requirements.” ASU 2010-09 reiterates that an SEC filer is required to
evaluate subsequent events through the date that the financial statements are issued and removes the
requirement for an SEC filer to disclose the date through which subsequent events have been evaluated. To
comply with this update, ADB issued a policy providing guidance on accounting for and disclosures of
subsequent events applicable to both ADB's interim and annual financial statements. Note H provides the
required disclosures in compliance with this update.

NOTE C—INVESTMENTS
Investment securities and negotiable certificates of deposit held as of 30 Sepfember 2010 are considered
“Available for Sale” and are reported at fair value, which represents their fair market value. Time deposits

are recorded at cost, which is a reasonable estimate of fair value Unrealized gains and losses are included
in revenue from investments.
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continued

“Interest on investment - securities: and time' deposits are recognized as realized and reported net of
amortizations of premiums and discounts.
The annualized rate of return on the average investments held during the nine months ended 30 September
2010, based on the portfolio held at the beginning and end of each month, was 0.40% (0. 76% - 2009).

NOTE D—RELATED PARTY TRANSACTIONS

The OCR and special fund resources are at all times used, committed, and invested entlrely separate from
each other. The administrative and operational expenses pertaining to CCF are settled on a regular basis:
-with OCR and the other funds. Regional technical assistance projects and programs may be combined
activities financed by special and trust funds. ADB charges a service fee to cover ADB's incremental cost for
the administration, management, supervision and operation of the CCF. The service fee is currently 5% of
the amount disbursed for technical assistance and 2% of the amount disbursed for grant components of
investment projects. As of 30 September 2010, $34,000 ($95,000 — 31 December 2009) was payable to
OCR which is included in “ACCOUNTS PAYABLE AND OTHER LIABILITIES.”

NOTE E—TECHNICAL ASSISTANCE, GRANTS AND UNDISBURSED COMMITMENTS

Technical assistance (TA) and grants are recognized in the financial statements when the project is
approved and becomes effective.. Upon completion of the TA project or cancellation of a grant, any
undisbursed amount is written back as a reduction in TA or grants for the period and the corresponding
- undisbursed commitment is eliminated accordingly. During the period, there were nine TA/grants and two
supplementary approyals totaling to $17,200,000 (13 TA/grants totaling $10,830,000 — 2009) which became
effective, and no undisbursed amounts were written back (nil = 2009). . ‘

Total undisbursed oommltments are - denominated in United - States dollars and represent effective
TAs/grants which have not been disbursed. :

NOTE F—CONTRIBUTIONS

in May 2010, the Board of Governors approved the transfer of $10,000,000 to the CCF from the 2009 OCR
allocable net i income. - v

NOTE G—FAIR VALUE MEASUREMENTS

ASC 820 defines fair value measurement to determine the price that would be received to sell an asset or
paid to . transfer a liability at measurement date (exit price) in an orderly transaction among willing -
participants with an assumption that the transaction takes place in the entity’s pnncvpal market, the most
advantageous market for the asset or liability. The most advantageous market is the market where the
sale of the asset or transfer of liability would maximize the amount received for the asset or minimize the
amount paid to transfer the liability. The fair value measurement is not adjusted for transaction cost.

ASC 820 also establishes a fair value hierarchy that gives the highest priority to quoted prices in active
markets for identical assets or liabilities (Level 1), next priority to observable market inputs or market
corroborated data (Level 2), and the lowest priority to unobservable |nputs without market corroborated
data (Level 3). ASC 820 requwes the fair value measurement to maximize the use of market observable

mputs
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continued

The fair value of the following financial assets of CCF as of 30 September . 2010 and 31 December 2009
were reported based on the following: .

_Fair Value Measurements

Quoted Prices in " Significant
Active Markets for - Significant Market* ~ Unobservable
. ldentical Assets  Observable Inputs ‘Inputs
" 30 September2010 =~ (Lewel 1) _ (Lewel2) - (Level 3)
Assets
Investments . . ; .
Govermnment or govit. guaranteed obligations $ 18,008,000 $ - 18,008,000 - $ - 8 -
Time deposits ‘ 26,327,000 , - 26,327,000 -
Total assets atfairvalue $ 44335000 $ 18,008,000 $ 26,327,000 - $ -
'Fair Value Measurements
Quoted Prices in , ) Significant -
Active Markets for  Significant Market Unobservable
Identical Assets = Observable Inputs inputs
31 December2009 .- (Lewel1) . (Lewel 2) (Lewel 3)
Assets L :
Investments . , o : . .
Government or govt. guaranteed obligations $  18,035000 $. . Lo $ 18,035,000 § -
~ Time deposits K 21,197,000 : - 21,197,000 ' -
Total assets at fair value - § 39,232,000 $ - $ 39,232,000 $ -

Starhng 2010, investments under government or government-guaranteed obllgatlons priced by the
Bloomberg Valuation Services (BVAL) have been categonzed from Level 2 to Level 1. .

See Notes C and E for discussions relating to investments and undisbursed commltments In all other
«cases, the carrying amounts of CCF’s assets, liabilities, and fund balances are considered to approximate
fair values for all significant financial instruments. ‘

NOTE H—SUBSEQUENT EVENTS

ADB has evaluated subsequent events after 30 September 2010 through the date these Condensed
Financial Statements are issued. As a result of this evaluation, there are no subsequent events, as.
defined, that require recognition or dlsclosure in.the. CCF’s Condensed Fmanmal Statements as of 30 .

September 2010.
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ASIAN DEVELOPMENT BANK—ASIA PACIFIC DISASTER RESPONSE FUND
CONDENSED STATEMENT OF FINANCIAL POSITION' =~

30 September 2010 and 31 December 2009 :

Expressed in Thousands of United States Dollars (Note B)

APDRF-1

30 September

(Unaudited)

31 December

ASSETS
DUE FROM BANKS $ 10,490 $ 3,501
INVESTMENTS (Notes Cvénd G) . 20,115 ; 29,563
ACCRUED REVENUE 1 1
ADVANCES FOR GRANTS 8,500 . 7,000
TOTAL $ 39,106 $ 40,065
LIABILITIES AND'UNCOMMITTED BALANCES
ACCOUNTS PAYABLE AND OTHER LIABII_.ITIES $ 20. $ 13
UNDISBURSED COMMITMENTS (Note F)_ 8,500 7,000
" UNCOMMITTED BALANCES (APDRF-2), represented by: :
Unrestricted net assets 30,586 33,052
TOTAL $ 39,1 06 ' $ 40,065

- The accompanying notes are an integi'al part of these financial statements (APDRF-4).
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ASIAN DEVELOPMENT BANK—ASIA PACIFIC DISASTER RESPONSE FUND

CONDENSED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

For the Nine Months Ended 30 September 2010 and for the Period 1 April to 30 September 2009
Expressed in Thousands of United States Dollars (Note B) .

2010 2009
(Unaudited) {Unaudited)
CHANGES IN UNRESTRICTED NET ASSETS
' CONTRIBUTIONS {(Note E) ' $ - . $ -~ 40,000
REVENUE | '
.. From investments (Note C) 53 : 51
From other sources 1 : . ’ -
Total 54 40,051
EXPENSES | .
- Technical assistance (Note F) 2,500 -
" Administrative expenses 20 -
'Financial expenses 0 -
Total _ ' . 2,520 B -
. CONTRIBUTIONS AND REVENUE (LESS THAN) IN-EXCESS OF EXPENSES (2,466) 40,051
NET ASSETS AT BEGINNING OF PERIOD . . » 33,052 v -
NET ASSETS AT END OF PERIOD ' . - $ 30,586 $ 40,051

0 = Less than $500. \ .
The accompanying notes are an integral part of these financial statements (APDRF-4).
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ASIAN DEVELOPMENT BANK—ASIA. PACIFIC DISASTER RESPONSE FUND
CONDENSED STATEMENT OF CASH FLOWS.. \
For the Nine Months Ended 30 September 2010 and for the. Perlod 1 ApnI to 30 September 2009

Expressed in Thousands of United States Dollars (Note B) .

2010 ' . : . 2009

(Unaudited)  (Unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES ) _ ‘ . .
Contributions received . , ‘ o $ - $ 40,000
Interest on investments received P ' 53 .26
(Cash received from other sources . - . g 1 =
Technical assistance disbursed - , o (2,500 . T -
_ Administrative and financial expenses paid o ' (13) o ~-
Net Cash (Used in) Provided by Operating Activities -~ . . . (2459) 40,026
CASH FLOWS FROM INVESTING ACTIVITIES _ - ‘ o
Maturities of investments - ' : © 1,345,353 303,834 .
Purchases of investments ‘ o ‘ ' " (1,335,905) ~ (342,360)
Net Cash Provided by (Used in) Investing Activities e 9.448 : ) (38,526)
Net Increase in Due From Banks ' : : 6,989 » 1,500
Due from Banks at Beginning of Period : 3,501 - -
Due from Banks at End of Period T : $ 10,490 - - $ 1,500

The accompanying notes are an integral part of these financial statements (APDRF-4).
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ASIAN DEVELOPMENT BANK—ASIA PACIFIC DIISASTER RESPONSE FUND
NOTES TO CONDENSED FINANCIAL STATEMENTS ; ‘
For the Nine Months Ended 30 September 2010 and for the P‘eriod 1 April to 30 September 2009

(Unaudited).

NOTE A—INTERIM FINANCIAL INFORMATION

These unaudited condensed interim financial statements should be read in conjunction with the 31
December 2009 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 months ended
30 September 2010 and for the period 1 April to 30 September 2009 have been included. The resulis of
-operations for interim periods are not necessarily indicative of the results to be expected for the full year.

' The Asia Pacific Disaster Response Fund (APDRF) was established on 1 April 2009, to provide, in a timely
fashion, incremental grant resources to developing member. countries (DMCs) affected by a natural disaster.
The APDRF will help bridge the gap between existing ADB arrangements that assist DMCs to reduce
- disaster risk through hazard mitigation loans and grants, and longer-term post-disaster reconstruction

lending. The APDRF will provide quick-disbursing grants to assist DMCs in meeting immediate expenses to
- restore life-saving services to affected populations following a declared disaster and in augmenting aid
- provided by other donors in times of national crisis. - »

Financial assistance will -be providéd in the form of untied grants for components of investment projects, for
advisory, project preparatory, and regional technical assistance; as well as for any other activities that may
be agreed between external contributors and ADB. : .

APDRF’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 accounting principles generally accepted in the United States

of America requires management to make reasonable estimates and assumptions that affect the reported
amounts .of assets, liabilities and uncommitted balances as of the end of the period and the reported

amounts of revenue and expenses during the period. The actual results could differ from those estimates.

in January 2010, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update
(ASU) 2010-08, “Fair Value Measurements and Disclosures (Topic 820) — Improving Disclosures about
Fair Value Measurements.” ASU 2010-06 amends ASC 820 to add new disclosures requirements for
transfers in and out of Levels 1 and 2 measurements and separate disclosures about gross purchases,
sales, issuances, and settlements relating to Level 3 measurements. It also clarifies existing fair value
~ disclosure requirements about the level of disaggregation and-about inputs and valuation techniques

used to-measure fair yalue. ASU 2010-06 is effective for the first interim or annual period beginning after
31 December 2009 except for the requirement to provide the Level 3 activity of gross purchases, sales,
issuances and settiements, which will be effective for fiscal years beginning after 15 December 2010 and
for interim periods within those fiscal years. The application of updates for Levels 1 and 2 did not have a
material impact on APDRF's 30 September 2010 financial statements. The impact of this update relating
to Level 3 will. be reflected starting with APDRF’s 31 March 2011 financial statements.
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continued

In February 2010, the FASB issued ASU 2010-09, “Subsequent Events (Topic 855) — Amendments to
Certain Recognition and Disclosure Requirements.” ASU-2010-09 reiterates that-an SEC filer is required to
evaluate subsequent events through the-date- that. the financial statements are issued ‘and removes the
requirement for an SEC filer to disclose the date through which subsequent events have been evaluated. To

- comply with this update, ADB issued a policy providing guidance on accounting for and disclosures of

subsequent events applicable to both ADB’s interim and annual financial statements. Note H provrdes the
required disclosures in complranoe with this update

NOTE C—INVESTMENTS . = ' BN

Investment securities and negotiable certiﬁ'cates of deposit held as of 30 September 2610 are considered

- “Available for Sale” and are reported at fair value, which represents their fair market value. Time deposits

are recorded at cost, which is a reasonable estimate of fair value. Unrealized gains and losses are included .
in revenue from investments. :

Interest on investment securities and time deposrts are recognlzed as reallzed and reported net of
amortlzatlons of premiums.and discounts. . .

The annualized rate of return on the average investments heldvduring theperiod ended 30 September 2010,
based on the portfoho held at the beginning and end of each month, was 0.26% (0 35% — 2009)

NOTE D—RELATED PARTY TRANSACTIONS

The OCR and specral fund resources are at all times used, committed, and invested entirely separate from
each other. The administrative and operational expenses pertaining to. APDRF are settled on a regular basis
with OCR and the other funds. Regional technical assistance projects and programs may be combined
activities financed by special and- trust funds. ADB charges a service fee to cover ADB’s cost for the
administration, management, supervision and operation of the APDRF. The service fee is currently 2% of
the amount disbursed for technical assistance and investment projects. As of 30 September 2010, $20, 000
was payable to OCR which is included in “ACCOUNTS PAYABLE AND OTHER LIABILITIES” (nil -

December 2009).

NOTE E—CONTRIBUTIONS o . .

In May 2009, $40 000 000 was transferred from the Asian Tsunami iFund

NOTE F—TECHNICAL ASSISTANCE GRANTS AND UNDISBURSED COMMITMENTS

Technical assistance (TA).and grants are reoognlzed in the fi nancral statements when the apphcable prOJect
is approved and becomes effective. Upon completion of the TA project or cancellation of a grant, any

-undisbursed amount is written back as a reduction in TA or grants for the period and the corresponding

undisbursed commitment is eliminated -accordingly. During the period, there was one grant amounting to
$2,500,000 which became effective (nil — 2009), and no undisbursed' amounts were written back.

Total undisbursed commitments are denomlnated in Unlted States dollars and represent effective TAs

which have not been dlsbursed
NOTE G—FAIR VALUE MEASUREMENTS

‘ASC 820 defines fair value measurement to determme the price that would be received to sell an asset or -
paid to transfer a liability at measurement date (exit price) in an orderly transaction among willing
participants with an assumption that the transaction takes place in the entity’s principal market, the most
advantageous market for the asset or liability. The most advantageous market is the market where the
sale of the asset or transfer of liability would maximize the amount received for the asset or minimize the
amount paid to transfer the liability. The fair value measurement is not adjusted for transaction cost.
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continued

ASC 820 also establishes a fair value hierarchy that gives the highest priority to quoted prices in active
 markets for identical assets or liabilities (Level 1), next priority to observable market inputs or market
corroborated data (Level 2), and the lowest priority to unobservable inputs. without market corroborated
' data (Level 3). ASC 820 requ:res the fair value measurement to maximize the use of market observable

inputs.

The fair value of the following financial assets of APDREF as of 30 September 2010 and 31 December
. 2009 were reported based on the following:

Fair Vaiue Measurements -

" Quoted Pricesiin = " Significant-
Active Markets-for .- Significant Market.  Unobservable -
Identical Assets - Observable Inputs ~~  Inputs
30 September 2010 (Level 1) (Level 2) - (Lewel 3)
Assets '
Investments o '
Time deposits ' $ 20,115,000 $ - $ 20,115,000 $ S -
Fair Value Measurements
Quoted Prices in - v Significant
Active Markets for Significant Market ~ Unobseérvable
, : Identical Assets ~ Observable Inputs -~ Inputs
, 31 December2009 ~  (Level 1) ~ (Lewl2) - (Lewel 3)
" Assets ' '
Investments o ,
Time deposits $ 29,563,000 $ , - $ 29563000 $ -

See Notes C and E for discussions relating to investments and undisbursed commitments. In all ‘other
cases, the carrying amounts of APDRF's assets, liabilities, and fund balances are considered to
approximate fair values for all significant fi nancsal instruments. ~ :

NOTE H4UBSEQUENT EVENTS

ADB has evaluated subsequent events: after 30 September 2010 through the date these Condensed
Financial Statements are issued. As a result of this evaluation, there are no subsequent events, as
defined, that require recogrition or dlsclbsure in the APDRF's Condensed Financial Statements as of 30

September 201 0.
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Management’s Discussion and Analysis

1. Overview

The Asian Development Bank (ADB) is an international development financial institution whose
vision is an Asia and Pacific region free of poverty. In pursuing its objectives, ADB provides
different forms of financial assistance to'its developing member countries (DMCs). The main
- instruments are loans, technical assistance, grants, guarantees and equity investments, which
are met through varlous funding resources. : : ,

ADB accounts ﬁnancral resources through ordinary capital resources (OCR) and Special Funds.
The Charter requires that each  funding resource be kept separate from the others. ADB
admiinisters various trust funds. as well, 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 dlscussmn and analysrs

Il. Ordinary Capltal Resources

- ADB’s OCR come from three distinct sources: borrowings from capital markets; paid-in capital
provided 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
Iendlng and mvestment actrvmes as well as other general operatlons

A. Bas:s of fmanc:al reportmg

Statutory Reporting. ADB prepares OCR financial statements in accordance vyith accounting
principles generally accepted in the Unlted States of America (US GAAP), referred to in this
document as the statutory basrs

ADB has elected not to adopt hedge ‘accounting and reports all derivative‘ instruments on the
balance sheet at fair value and recognize the changes in the fair value of derivative instruments
for the period as part of net income. Although most of ADB’s derivative transactions are highly
effective in hedging the underlying transactions and are appropriate for reducing funding costs,
comphance with hedge accounting would have imposed undue constraints on future borrowings,
loans, and hedge programs and likely detracted ADB's efforts to effectlvely and efficiently
minimize the funding costs for its borrowing member countries.

Effective 1 January 2008' ADB elected to implement the provisions of Fair Value Option on a
selective basis. ADB fair values all borrowings that are swapped, which includes all hybrid
borrowings that are fair valued in accordance with Fair Value Election for Hybrid Financial

- Instruments. Applying Fair Value Option selectively is chosen to show a consistent accounting

treatment between the borrowings and their related swaps, which have been fair valued-since
the adoption of Derivatives and Hedging in 2001. This application partially reduces the artificial

Th|s document should be read i 1_,conjunct
-ended 31 December 2009. ADB undertakes .no obllgatlon to
statements made in such documents e A X

wrth_. D Annual Report rssued for the year:f 4
update any tonNard Iookmg 4
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- volatility in reported earnings due to the asymmetnc accounting treatment between the two
financial instruments. ADB continues to report its loans at amortized cost and reports most of its
- investments (except short term instruments that are recorded at cost) at fair value. In
conjunction with this change, ADB also implemented ASC 820 Fair Value Measurements and
- Disclosures which defines fair value, establishes a framework for measuring fair value, and
expands disclosure requirements about fair value measurements. In compliance with this
~ standard, ADB incorporated its credit risk (as a credit spread) in fa|r valuing |ts liabilities,
- including hybrld and swapped borrowings. : SR

f»Management Reporting. ADB manages its balance sheet by selectively using_ d‘erivatiVes 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, swapped and structured borrowings, and certain investments) are recorded at
their fair value while loans, remaining borrowings, and remaining investments are -recorded at
- amortized cost, management believes that the statutory income may not fully reflect the overall
economic value of ADB’s financial position. Accordingly, ADB also reports “Operating Income”,
- which excludes the impact of the fair value adjustments associated with financial instruments
- from the results of OCR operations. Operating income is used as key measures to manage
- financial position. Operating income has been used as the preliminary measure for financial

management decisions and monitoring key financial ratios and parameters. ’

'The operating income does not include unrealized gains or losses of the portfolio. The

- unrealized gains or losses, although an important: indicator of the portfolio performance,
~ generally represent changes in income as a result of fluctuations in the fair value. Since ADB
~does not actively trade these financial instruments, such gains or losses are not realized unless
.~ ADB is forced to do so by risk events before maturity. ADB has instituted a very conservative
~ risk management pohmes to mitigate such risks. : : :

~ Since ADB intends to hold most borrowings and related swaps until maturity or caIl the periodic
~ unrealized gains and losses reported under statutory basis will ‘eventually converge with the net
. cash income/expenses ADB recognizes over the life of the transaction. .

- The Management Reporting Balance Sheet reconciled from the statutory reportmg for the period
5 ended 30 September 2010 can be found in Appendlx 1.

- B.: Selected Financial Data

Table 1 presents selected financial data on two bases: statutory reportmg basis and
management reporting basis. Ratios under statutory and management reporting bases, except
the return on earning assets, were all lower compared with the same period last year as a result
- of the decrease in interest rates, specifically US dollar and Japanese yen 6-month LIBOR. The
increase in return.on earnmg assets refiects the increase in net income and operating income
compared to the previous year Please refer to ‘the Overall Frnancral Results section for
drscussron on revenue and expenses. .
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Table 1: Selected Financial Data Chieos o
(Amounts in $million) - e o ; .

30 September 2010 30 September 2009 - 31 December 2009

Operational Highlights

Loan and Guarantees Approved .~ ' 4,465 - ' 6,026 _ 11,417
Gross L.oan Dibursements - - 3,702 3,737 . 7,898
Net Loan Disbursements® : 2,063 - : - 2,447 ‘ 6,007
Statutory Reporting Basis = = v o I
Net income (Loss) : 472 o (286) . - (28)
'Return on Earning Assets (%) 095 (0.35) (0.05)
Return on Loans (%) S 154 2.85 2.67
Return on Investments (%) ' ' 2.20 ' ‘ 296 2.93
.Cost of Borrowings (%) - - 1.7 3.68 o 2.91
Management Reportmg Basus S
Operating Income® S 435 o 293 - 420
- Return on Earning Assets (%) - ; ' 0.90 . : 0.72 , 0.77
" Return on Loans (%) . o -~ 1.58" 2.78 2.55
Return on Investments (%) ‘ ' 224 295 . 287
Cost ofFBorrowin'gs (%) . ‘ 0.82 . 2.09 1.83
() = negative. '

Note: Returns/cost of borrowmgs are based on annualrzed income/expenses and average assets/iabilities.
? Includes gross loagn disbursements less principal repayments and prepayments.
- b Startmg September 2009, management reportmg income is defined as the operating income (footnote 1)

C. Overall Fmancral Results

Net Income (Loss) Table 2 presents the overall financial results for the nine months ended 30
September 2010. Net income for the period was $472.1 million compared to net loss of $286.2
million for the same period in 2009. The increase in net income is primiarily due to an increase of
$142.0 million in operating income and an increase of $616.3 million in net unrealized gains and
losses, driven by the favorable change in the fair value of derivative instruments.

Operating Income. Ooerating'income for the nine months ended 30 September 2010 was
$434.9 million compared to $292.9 million for the same period in 2009. The increase in
operating income was predomrnantly due to the following: : : :

e $69.9 million i mcrease |n mcome from equrty mvestments
- $158.1 mllllon decrease in provision for losses Wthh is mainly attnbuted to the decrease
in provisions by $82.0 million ($39.7. million — 2010; $121.6 million — 2009) and the
increase in write backs of $76.1 million ($80.5 million — 2010; $4.4 million — 2009); and

. $325.2 m'i!lio,n,decrease in overall borrowings and related expenses resulting mainly -
~ from declining interest rates compared to the same period'in 2009' offset by '

. $256.4 million decrease in overall Ioan income, mainly due to decrease in interest
income brought about by the declmrng interest rate envnronment :

! Operatlng income is defined as statutory net income before unrealized gains/losses on fair value changes of
borrowings and derivatives and ADB's proportionate share in unrealized gains/losses from equity mvestment
accounted under eqwty method

-+ ADB-MANAGEMENT'S DISCUSSION AND ANALYSIS: 30 September 2010
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¢ $68.2 million decrease in investment income resulting mainly from decrease in interest -
~ income associated with lower returns on the investments portfolio; and

e $92.0 million increase in administrative expenses allocated to OCR due to the decrease
- in deferred loan origination cost resulting from adjustments in the estimate of the loan
~ origination costs and planned increase in administrative expenses. ’

" Net unrealized gains of-$24.4 million for the nine months ended 30 September 2010 (net
~ unrealized losses of $568.1 million — 2009) are primarily the result of changes in fair value
 totaling $29.5 million ($565 9 mllhon — 2009) for derivative mstruments and selected borrowmgs

that are fair valued.

Table 2: Overall Financial ,Resu'lts for the Nine Months Ended 30 September .
($ thousand) ' ‘ '

, v Increase
, ; 2010 2009 (Decrease)
Income from loans R 552,309 650,619 . (98,310)
Interest income ' B 515,062 755,934 (240,872)
- Provision for losses : 40,860 (117,197)  (158,057)
Others . - (3,613) 11,882 (15,495) . -
Income from investments _ 311,21 379,368 ©  (68,157)
Interest income , . 279,950 361,598 (81,648)
Realized gain : . 31,261 17,770 13,491
Income (Loss) from equity investments (EI) - 83,549 " (6,332) 69,881
Profit on sale 49,565 820 .. 48,745
Realized losses on proportionate share of income - '
from El accounted under the equnty method : (2,080) (13,942) (11,862)
flmpalrment loss - (1,146) (11,060) - (9,914)
- Dividend income SR B ' 17,184 17,748 - (564)
Others B ‘ o ' 27 103 . (76)
Other income/expenses—net . 21,488 16,033 5,455
Borrowings and related expenses | ‘ o (294,973)  (620,176)  (325,203).
Administrative expenses -OCR © (218,674) (126,631) 92,043 .
Operating income . 434910 202881 142,029
Net imrealized gains (losses) » : 24,370 (568,137) - 592,507
Net unrealized gains (losses) on proportionate share - : - . |
of income from El accounted under the equitymethod . 12,840 - -~ (10,980) - 23,820
Netincome (loss) L _ .. 472120 _ (286,236) 758,356

| - Note: The totals may not sum precisely due to roundmg

Review of Activities. During the period, ‘30 OCR loans totaling $3.9 billion were approved
compared with 34 approvals totaling $6.0  billion for the same period last year. Total
disbursements for both periods in 2010 and 2009 totaled $3.7 billion. Of the loan disbursements
for the period, 87 5% was for soverelgn loans and 12. 5% for nonsoverelgn loans (91.9% and . -

© 8.1% — 2009).
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As of' 30 September 2010, two nonsovereign -loans were in arrears and in non-accrual status
- (three — 31 December 2009). The principal outstanding balance of these loans totaled to $33.0

million ($38.4 million —31 December 2009) $21 8 mrllron ($19 0 million — 31 December 2009) of

whrch were overdue

-Loan Exposure As of: 30 September 2010, OCR s outstandmg Ioan exposure was $44 3 billion
' ($41.7 billion — 31 December 2009), after net unamortized loan origination costs and allowance

for loan losses, of which '$42.1 billion is for sovereign loans and $2.2 billion is for nonsovereign
loans.

‘Investment Positlon The OCR mvestment portfoho after swaps mcludmg securrtles purchased |

under resale arrangement and accrued interest amounted to $18.7 billion as of 30 September

2010 ($14.4 billion = 31 December 2009).- The annualized rate of return on total OCR
. investments portfolio excluding unrealized gains and losses was 2.2% for the nine months

ended 30 September 2010 (3 0% — 2009).

D. Risk Bearlng Capacrty

In the pursuit of its developmental mandate, the most significant risk faced by ADB arises when
a large part of its loan portfolio defaults. Thus, ADB's risk bearing capacity or capital adequacy
is designed to ensure that its equity. capital is sufficient to absorb both the expected and
unexpected losses due to' such credit risk. Under the capital adequacy framework, ADB will
assess its capital adequacy at least annually with the outcome of the stress test designed to
ensure that ADB_wiH have ‘sufficient capital to absorb the income loss ‘due to non-accrual
shocks, while ensuring adequate income to sustain loan growth in the ensuing years. As of 30
September 2010, the stress test results indicated that ADB had an adequate equity capital
position in relation to the credit risk in its loan and guarantee portfolio. Aside from the income-
based stress testing of the ELR, ADB also measures its exposures to credit risk in terms of
expected losses and accordingly provides the required loan loss provision and loan loss

- reserves. ADB’s internal credit risk model provides an estimate of the expected loss and the

volume of loans experiencing a. non-accrual shock, the latter belng a key input ln the income-
based stress testrng of the ELR

E. Capital and Resources |

The total authorized capital of ADB is 10 638 933 shares valued at $1651 billion as of 30
September 2010. Subscribed capital as of 30 September 2010 is 7,395,895 shares valued ‘at
$114.8 billion which consist of $6.3 billion paid-in and $108.5 billion callable. Callable capital
can be called only if required to meet ADB’s obligations incurred on borrowings or guarantees

under OCR. No call has ever been made on ADB's callable capltal

As of 30 September 2010, ADB has received subscnpt_lons from 29 members under the fifth
'general capital mcrease (GCI V) totaling $46.4 biliion. _

“To ensure adequate risk-bearing capacrty ADB reviews its income outlook annually Based on

that review, the Board of Governors approves the allocation of previous year's net income to
reserves and surplus and to the extent feasible, it transfers part of the net income to Special
Funds to support development activities in its DMCs '

ADB limits the total amount of dlsbursed Ioans approved equity mvestments and the maximum
amount that could be demanded from ADB under its guarantee portfolio, to lending authority
defined as the total amount of ADB's unimpaired subscribed capital, reserves, and surplus,
exclusive of the special reserve. In addition, ADB limits the gross outstanding borrowings to the

~/ADB MANAGEMENT’'S DISCUSSION AND ANALYSIS: 30 September 2010
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- borrowing authority defined as the sum of callable. capital: from nonborrowrng members, pald in
- capital, and reserves (lncludrng surplus). .

~ As of 30 September 2010, ADB's available Iendlng headroom was $81 3 bllhon ($29 5 billion —
31 December 2009). The $51.8 billion increase mainly resulted from $54.6 billion increase in the

- lending authority, brought about primarily by: (i) additional subscriptions received from the GCl -

-V ($42.3 billion); and (ii). favorable translation adjustments ($11.8 billion); offset by (m) the
- increase in outstandmg loans, guarantees, and equity investments ($2.8 billion).

- As of 30 September 2010, ADB’s available bcrrowrng headroom was $27.7 billion ($5.8 billion —
31 December-2009). The $21.9 billion increase in the headroom mainly resulted from $28.2
- ‘billion increase in borrowing ‘authority, brought about mainly by: (i) increase in callable capital
from nonborrowing member countries and. paid-in-capital received from GCI V ($21.5 billion);
- and (ii) favorable translation adjustments ($6.0 billion); offset by (m) increase in total outstandmg
- borrowings after swaps ($6.3 billion).

li. Special Funds

In addition to _OCR, ADB administer's-Spe"c'iat“ 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); the Regional Cooperation
and Integration Fund (RCIF); the Climate Change Fund (CCF); and the Asia Pacific Disaster
~ Response Fund (APDRF): 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 accountrng principles, except those for the ADF, which are 'special purpose
~ financial statements prepared in. accordance wrth ADF Regulatrcns .

' A. Asran Development Fund (ADF)

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
2010, the governments of 32 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. ADF also provides financing i in the form of grants for projects
and programs of high developmental pnonty : ,

in AuQust 2008,, the B_oard of Governors adopted the resolution providing for the’ ninth
replenishment of the ADF (ADF X) and the fourth regularized replenishment of the TASF. Total
replenishment size is SDR7.4 billion ($11.8 billion), with new donor contributions totaling
SDR2.7 -billion ($4.2 billion, equrvalent) 3% of the total. replenishment will be for TASF. The-
- replenishment became effective on 16 June 2009. As of 30 September 2010, ADB has received
mstruments of contrrbutlons from 27 donors with a total amount equivalent to SDRZ 3 billion.

Loan Converslon. As an apphcatlon of the new currency management framework, ADB offered a
fult-ﬂedged special drawing rights approach to ADF legacy loans by providing ADF borrowers with
the optlon to convert their existing liability (i.e., disbursed and outstanding loan baiance) in various
currencies into special drawing rights, while the undisbursed portions will be treated as new loans.
The conversion was made available beginning 1 January 2008 and as of 30 September 2010, 17
out of 30.ADF. borrowmg countries have opted for the conversion which are being carried out on
the nearest loan_ service payment date of each loan from the dates the borrowing countries
confirmed their concurrence. In accordance with the reqwred accountrng treatment of translation
adjustments for non-functlonal currencies, e.g. SDR, the translation adjustments of the loans were

ADB MANAGEMENT'S DISCUSSION AND ANALYSIS: 30 September 2010
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reported as realized gains for the period, with a cotrespondmg reduction in other comprehensive
income. Hence, the loan conversion had neutral effect on ADF’s overall financial position. There
were no loan conversions for the nine months ended 30 September 2010 (45 — 2009). :

Grant Framework and Hard-term Faclllty The ADF grant framework limited grants eligibility to
~ ADF-only countries and introduced a new hard-term ADF-lending facility. The facility has a fixed
interest rate of 150 basis points below the weighted average of the ten-year fixed swap rates of
the special drawing rights component currencies. plus the OCR lending spread, or the current ADF
rate, whichever is-higher. Other terms are similar to those of regular ADF loans. The interest rate
is being reset every January and applied to all hard-term loans 'approved in that year and will be -
fixed for the life of those loans. For hard-term ADF loans approved in 2010, the interest rate was
set at 2.22% (1.60% — 2009). During the nine months ended 30 September 2010, there was one

loan approval under thls new facmty (ﬁve — for the year 2009)

Heavily Indebted Poor Countrles (HIPC) Debt Rellef In April 2008, the Board of Governors
- adopted ‘the policy for providing Heavily indebted Poor Countries (HIPC) relief from Asian
~ Development Fund debt and proposed debt relief to Afghanistan, for ADB to participate in the
HIPC debt relief, and to provide Afghanistan with debt relief. The estimated principal amount of
Afghanistan’s ADF debt to be forgiven and charged against ADF income is $82.4 million. The
principal component of the estimated debt relief costs was recorded as a reduction of the
. - disbursed and outstanding loans on a p_rovlswnal basis. The accumulated provision for HIPC
- Debt Relief is reduced as debt relief is provided on the loan service payment dates. As of 30
September 2010, outstanding loans of $2.4 million had been written off under this arrangement.

Contributed Resources. ADF X became effective on 16 June 2009. As of 30 September 2010,
$3.6 billion has been committed and made effective, of which $1.7 billion has been recelved and

made avallable for operatlonal commltments

in August 2010 ADBs Board of Govemors adopted Board Resolution No. 345 to reduce

Nauru’s contribution to the fifth replenishment (ADF VI) of the Asian Development Fund and

second regularized replenishment of the Technical Assistance. Specnal Fund from $2.0 mllhon to
- $0.4 million. The reduction consusted of the remaining unpaid commitment.

~ During the period, $754.7 million contributions ($748.5 million — ADF X, and $6.2 million — ADF ,
'IX), inclusive of amortized discount due to accelerated note encashments, were received and -
made available for operational commitment. These were recorded as contnbuted resources of

ADF in 2010

Total resources committed, inclusive of discounts on contributions due to accelerated note
encashments for ADF IX and X, amounted to $38.3 billion as of 30 September 2010 ($36.5
billion. — 31 December 2009), of which $36.0 billion ($33.6 billion — 31 December 2009) was
made available for operational commitments. The $2.3 billion contributions not yet available
($2.9 billion' — 31 December 2009) comprises of: (i) unpaid qualified contributions; (ii) unpaid
contributions from donors who exercised pro-rata rights based on qualifi ed contributions; and
(iii) unamortized discounts on accelerated note encashments (ANE)." The - balance of
commitment authority available for operations at 30 September 2010 increased to $2 4 billion
($1.7 billion — 31 December 2009).

Review of Actnvntles Durmg the period, 32 ADF loans totallng $1.4 billion ‘were approved
compared with 23 approvals totaling $1.3 billion for the same period last year. Disbursements
for the period totaled $1.1 billion, a decrease of 19.8% from $1.4 bl||I0n for the same period in

2009

‘ADB MANAGEMENT'S DISCUSSION AND ANALYSIS: 30 September 2010
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As of 30 September 2010, 28 sovereign loans to Myanmar were in arrears and in non-accrual
status. The principal outstanding balance of these loans totaled to $0.6 billion ($0.6 billion — 31
December 2009), $0.3 billion ($0.3 billion — 31 December 2009) of which were overdue.

Grants are recogmzed in the' financial 'statements upon eﬁecbvrty i.e. when the agreements are
signed and all conditions ‘are satisfied. During the period, 16 grants totaling $0.5 billien (22
grants totalmg $0 6 billionn — 2009) became effectrve : .

Loan Exposure. As of 30 September 2010 ADF’s outstandlng Ioan exposure was $28 7 billion,
net of altowance for HIPC Debt Relief of $79.9 million.

‘ Inve‘stm'ent‘Posltton. The ADF investment: portfoho rncluding securities purchased under resale
- arrangement and accrued interest amounted to $5.8 billion as of 30 September 2010 ($5.7
billion — 31 December 2009). About 36.2% of the portfolio was placed in bank deposits and
- 63.8% was invested in fixed income securities. The annualized rate of return on total ADF
- investments portfolio excluding unrealized gains and Iosses was 1.9% for the nine months
ended 30 September 2010 (2. 3% —~ 2009). :

| B. Techmcal Assrstance Speclal Fund (TASF)

The Technlcal Assrstance Special Fund was established to provide technical assrstance on a
grant basis to developing member countnes of the Asian Development Bank and regronal

technical assistance (TA).

In August 2008 the Board of Governors adopted the resolution providing "for the ninth
replenishment of the ADF (ADF-X) and the fourth regularized replenishment of the TASF.
Considering the demand estimate and the availability of funds from other sources, the donors
agreed to allocate 3% of the total replenishment size as the fourth replenishment of the TASF.
The replenrshment will cover the four-year period 2009 to 2012 (see related notes under ADF)

Contributed Resources. As of 30 September 2010, 27 donors committed a total of $288 5
million to TASF, as part of the ADF X and the fourth regularized replenishment of TASF. Of the
total commitment, $135.6 million have been recelved

During the period, India and Pakistan made direct voluntary contnbutlon amounting to Rs20.0
million ($0.4 million) and- $0.1 million, respectively. In addition, $40.0 million was allocated to-
TASF as part of OCR's 2009 net income allocation and a total of $0.4 million regularized
replenishment was received. As of 30 September 2010, total TASF resources amounted to
$1,758.9 million, of which $1,455.7 million was committed, Ieavmg an uncommitted batance of
$303.2 mllhon ($322 7 million — 31 December 2009). ‘

Operations. Total TA commitments (approved and effective) during the period amounted to
$74.6 million ($65.6 million — 2009), net of $8.4 million ($10.3 million — 2009) write back of
. undisbursed commitments for completed and cancelled TA projects. Undisbursed commitmenis
- for technical assrstance lncreased to $263 8 mllhon as of 30 September 2010 ($258 8 mllflon as
of 31 December 2009).

Investment Position. As of 30 September 2010 total TASF investment portfoho amounted to
-$370.4 million, compared to $328.1 million balance as of year-end of 2009. Revenue from
. investments for the nine months ended 30 September 2010 decréased to $1.7 million from $2 0

; m:lhon for thé same period in 2009 due to decrease in average yield. a

ADB MANAGEMENT'S DISCUSSION AND ANALYSIS: 30 September 2010 -



. C. , Japan Specral Fund (JSF)

The Japan Specral Fund was establlshed in 1988 to help. developmg member countries of ADB
restructure their economies and broaden the scope of opportunities for new investments, malnly

through technical assistance operations.

Contributed Resources. As of 30 September 2010, Japan’s cumulative contribution to the fund
amounted to $973.7 million (¥112.9 billion), $922.2 million of which has been commltted leavmg
an uncommltted balance of $51 5 mllllon ($67 8 mllllon 31 December 2009) ,

'Operatlons Dunng the period, total TA commltments amounted to $16.2 mllllon ($25. 2 million —
2009), net of $7.2 million ($3.6 million — 2009) write back for financially completed and cancelied
projects. The undisbursed TA commitments decreased to $82 0 million as of 30 September
2010 ($941 mllllon -31 December 2009) : - ¥

Investment position. As of 30 September 2010, total JSF mvestment portfollo amounted to
$127.3 million ($158.5 million — 31 December 2009). Revenue from investments for the nine
months ended 30 September 2010 decreased to $0.3 million from $1.2 million for the same
period in 2009 due to the decrease in the average volume of investments and lower yield on

time deposﬂs

Asian Currency Crisis Support Facility (ACCSF) .The ACCSF was established in March
1999 for a three-year period as an independent component of the JSF and was terminated on
22 March 2002. Subject to the Government of Japan’s instruction, the remaining funds of $36.6
million as of 30 September 2010 will be retained in the ACCSF until the completlon of
~administrative matters _

‘D. , ADB lnstltute Speclal Fund (ADBISF)

- The ADB lnstltute Special Fund was established in 1996 as a subsidiary body of ADB whose '
objectives are the identification of effective development strategies and capacity improvements for -
sound development management in developmg member countnes .

The costs for operating the ADB Institute are met from ADBISF which is admmrstered by ADB
in accordance with the Statute of ADB Institute. As of 30 September 2010, the balance of net
current assets excluding property, furniture, and equment available for future pro;ects and
programs of the ADB lnstltute was $5.6 million.

E. Asian Tsu_namr Fund (A TF)

The Asian Tsunami Fund was establlshed in Fe'erary‘ 2005 in response to the special
circumstances surrounding the developing member countries that were stricken by the effects of
~ the tsunami on 26 December 2004

Contrlbuted Resources As of 30 September 201 0, total resources of the fund amounted to
$586.9 million, $583.4 million of which has been committed, leaving an uncommitted balance of -
$3.5 million ($4.5 million — 31 December 2009) :

Operations. There were no technical aSS|stance or grants approved or made effective during

the period. The balance of undisbursed commitments :as of 30 September 2010 amounted to -
$58.7 million, compared-with $116.8 million as of year-end of 2009. ~

 ADB MANAGEMENT’S DISCUSSION AND ANALYSIS: 30 September 2010
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‘ Investment posutlon As of 30. September 2010, total investment portfolio of ATF amounted to
- $43.5 million ($97.9 million — 31 December 2009). Revenue from investments for the nine
. months ended 30 September 2010 decreased to $0.1 million from $1.1 million for the same
. period in 2009 due to the decrease in the average volume of investments ‘and fower yield on

time deposits.
F -PakistanEarthquake Fund (PEF)

- The Pakistan Earthquake Fund was established in November 2005 in response to the special -
 needs of Pakistan subsequent to the earthquake on 8 October 2005. The dedicated fund is to’
- deliver grant financing for investment projects and technical assistance to support immediate
: reconstructron rehabrlltatlon and associated development activities.:

: Contrnbuted Resources As of 30 September 2010 total resources of the fund amounted. to
- $145.0 million, $141.4 million of which has been committed, Ieavrng an uncommltted balance of

. $3. 6 million ($3.3 mrlhon of 31- December 2009).

Operatlons There were no technlcal assrstance or grants approved or made effective durmg
the ‘period. The balance of undisbursed commitments as of 30 September 2010 amounted to
$36.9 million, compared with $49.4 million as of year-end of 2009.

~ Investment ‘position. As of 30 September 2010, total investment portfolio of PEF amounted to
$25.2 million ($49.2 million — 31 December 2009). Total revenue from investments for the nine-

~ months ended 30 September 2010 amounted to $0.9 million compared with $1.8 million during

. the same period in 2009 due to the decrease in average volume: of mvestments and decline in

average yield.
- G. R'egiohal Coop'er'ation and In‘tegration Fund (RCIF)

- The RCIF was established in February 2007 in response to the mcreasmg demand for regronal
. cooperation and integration. actrvrtles -among ADB’s member countries in Asia and the Pacific.

| Contrlbuted Resources. In May 2010 the Board of Governors approved the transfer of $10 0

~ million from the 2009 OCR allocable net income. As of 30 September 2010, total resources of
~ the fund amounted to $53.0 million, $39.5 million of which has been committed, leaving an
. uncommitted balance of $13.5- mrlllon ($12 5 million — 31 December 2009)

~ Operations. During the perlod, nine technical assistance (TA) and one supplementary TA
- approval totaling $8.9 million became effective (nine TA and one supplementary TA approval

: totaling $9.3 million — 2009). The balance of undisbursed commitments as of 30 September

2010 amounted to $28.2 million, compared with $23.1 million as of year-end of 2009.

Investment position. As of 30 September 2010, total investment portfolio of RCIF amounted to
$38.5 million ($34.9 million — 31 December 2009). Revenue from investments for the nine
months ended 30 September 2010 decreased to $0.1 million from $0.3 mllhon for the same

period in 2009 due to the declme in average yleId ‘

H. Cllmate Change Fund (CCF)

The CCF was estabhshed in April 2008 to facrlltate greater mvestments in DMCs to address the
causes and consequences of climate change alongside ADB's own assistance in various
. related sectors.
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Contributed Resources. In May 2010;:the Board of Governors approved the transfer of $10.0
million from the 2009 OCR allocable net income. As of 30 September 2010, total resources of
the fund amounted to' $51.0 million, $31.8 million of which has been committed, leaving an
uncommltted balance of $19.2 mrllron ($26 7 mrlllon 31 December 2009).

Operatlons. During t.he period, nine technical assistance (TA) and grants and two J
supplementary TA approvals totaling $17.2 million were approved and became effective (13 TA

. and grants totaling $10.8 million — 2009). The balance of undisbursed commitments as of 30

September 2010 amounted to $27 3 million ($13.0 million — 31 December 2009).

Investment position. As of 30 September 2010, total investment portfolio of the CCF -
amounted to $44.3 million ($39.2 million — 31 December 2009). Total revenue from investments
for the nine months ended 30 September 2010 decreased to $0.1 million from $0.2 million for
the same period in 2009 due to the decline in average yield.

L Asia Pacific Disaster Response Fund (APDRF)

The APDRF was estabhshed on 1 Apl"ll 2009 to provide, in a timely fashion, incremental grant
resources to DMCs affected by a natural dlsaster

_Contrlbuted Resources. The initial fund of $40.0 million was transferred from ATF in May

- 2009. With accumulated mvestment'lncome of $0.1 million, total resources of the fund as of 30
‘ September 2010 amounted to $40.1 million, $9.5 milion of which has been committed, leaving
*_an uncommitted balance of $30.6 million ($33.1 million — 31 ‘December 2009).

Operations. There was one grant approved and became effectlve totaling $2 5 mllllon during
the period (nil — 2009). As of 30 September 2010, the balance of undisbursed commitments was
$8.5 million ($7.0 million — 31 December 2009). :

Investment pos'ition. As of 30 September 2010, total investment portfolio of the APDRF
amounted to $20.1 million ($29.6 million — 31 December 2009). Total revenue from investments
for the nine months ended 30 September 2010 and 2009 was $0.1 million.

ADB MANAGEMENT'S DISCUSSION AND ANALYSIS 30 September 2010
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3 Appendix 1

~ Condensed Management Reportmg Balance Sheets as of 30 September 2010 and 31 December 2009

(8 thousand) »
- 30 Se'p'temberrzmo v 31 December 2009
Statutory i o Management Management
‘Basis’ Adjustments Reportmg Basis = Reporting Basis .
Due from banks 158,239 - 158,239 129,843
Investments and accrued income 18,546,575 - 18,546,575 - 14,237,703
Securities transferred under : - -

- repurchase agreement 940,302 - 940,302 551,386
- Securities purchased under ' ‘ ' s :
~ resale arrangement 470,489 - 470,489 335,240

_ Loans outstanding and accrued , v o » L R
interest 44,457,630 (300) 44,457,330 41,921,783
Provision for loan losses and
unamortized net loan
origination costs 6,817 = 6,817 (18,636)
Equity investments - 958,972 (37,508) 921,464 859,772
' Receivable from members 307,232 S 307,232 142,181
' 'Receivable from swaps _ ,
Borrowings 29,346,846 (3,360,472) 25,986,374 22,157,287
Others 2,695,120 (199,450) 2,495,670 818,779
Other assets 2,500,111 - 2,500,111 1,520,815
TOTAL 100,388,333 +(3,597,730) 96,790,603 82,656,153
Borrowings and accrued '
: interest 51,671,412 (685,140) 50,886,272 - 43,062,391
Payable for swaps , - : ,
Borrowings 25,265,876 © (2,241,012) 23,024,864 20,569,240
Others 3,090,922 (375,549) 2,715,373 926,081
Payable for swap _
related collateral 1,966,950 - 1,966,950 735,050
. Payable under securities : : » v
" repurchase agreement 929,371 -~ 929,371 555,000
Accounts payable and ' v .
- other liabilities 1,225,833 - . 1,225,833 1,763,223
Total Liabilities 84,050,364 (3,301,701) 80,748,663 . 67,610,985
Paid-in capital 4,189,944 - 4,189,944 3,818,297
Net notional maintenance of value : .

" receivable (465,502) - (465,502) (523,220)
Ordinary reserve 10,024,274 1,629 10,025,903 9,791,035
Special reserve 226,736 - 226,736 218,903
Loan loss reserve " 246,000 - 248,000 493,162
Surplus 1,131,756 - 1,131,756 884,594
Cumulative revaluation adjustments

account 183,521 (183,521) - -
Net income® 464,288 (37,210) 427,078 410,882
Accumulated other comprehens:ve P

income 336,952 (76,927) - 260,025 (48,485)

Total Equity 16,337,969 (296,029) 16,041,940 - 15,045,168
TOTAL. 100,388,333 (3,597,730) 96,790,603 82,656,153
() = negative. ) :

® Includes reversal ofASC 8156/825 effects and ADB's share in unrealized gains or losses from equntymvestments accounted under the

equitymethod.

b Netlncome after appropnaﬁon ofguarantee fees to Special Reserve
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ASIAN DEVELOPMENT BANK—ORDINARY CAPITAL RESOURCES
CONDENSED BALANCE SHEET

30 September 2010 and 31 December 2009

Expressed in Thousands of United States Dollars (Note B)

OCR-1

30 September
{Unaudited) 31 December
- ASSETS
DUE FROM BANKS '$ 158,239 $ 129,843
INVESTMENTS (Notes C and M) 18,429,284 14,123,579
SECURiTtES TRANSFERRED UNDER REPURCHASE AGREEMENT (Notes Dand M) 940,302 551,386
SECURITIES PURCHASED UNDER RESALE ARRANGEMENT (Notes D and M) 470,489 335,240
LOANS OUTSTANDING (Notes E and M) .
(Including ASC 815 adij:  of $300 - 30 September 2010, $365 - 31 December 2009,
net unamortized loan origination costs of $53,144 - 30 September 2010, $84,606 - 31 December 2009,
net of allowance for loan losses of $46,327 - 30 September 2010, $103,242 - 31 December 2009) 44,268,039 41,713,048
EQUITY INVESTMENTS (Notes Hand M) ‘ 958,972 884,440
ACCRUED INTEREST RECEIVABLE 313,699 -304,588
RECEIVABLE FROM MEMBERS (Note M) 307,232 . 142,181
RECEIVABLE FROM SWAPS (Notes G and M)
Bormowings $ 29,346,846 $ 24,917,264
Others 2,695,120 32,041,966 1,044,854 25,962,118
OTHER ASSETS . ' .
Property, furniture, and equipment . 160,896 158,809
Investment related receivables 166,314 477,016
Swap retated collateral (Note M) - 11,966,960 736,050
Securities from restructuring arrangement (Note E and M) 38,858 - }
Miscellaneous (Note 1) : 167,093 2,500,111 149,940 1,620,815
TOTAL $100,388,333 $ 85,667,238
1 PIT, R RVE
BORROWINGS (Notes G, J, and M} .
At amortized cost ] $ 3,871,741 $ 3,776,212
At fair value . 47,182,094 $ 51,053,835 38,313,203  § 42,089,415
ACCRUED INTEREST ON BORROWINGS 517,577 408,783
PAYABLE FOR SWAPS (Notes G, J, and M) . .
Bormmowings . R 25,265,876 23,503,343
Others ) 3,090,922 28,356,798 1,294,160 24,797,503
PAYABLE UNDER SECURITIES REPURCHASE AGREEMENT (Note D) 929,371 555,000
ACCOUNTS PAYABLE AND OTHER LIABILITIES
Investment related payables 200,352 689,786
Payable for swap related collateral (Note M) 1,966,950 735,050
. Undisbursed technical assistance commitments 1,906 10,355
Advance payments on subscriptions 30,665 -
A d pension and p dical benefit costs 880,048 903,466
Miscellaneous (Note 1) 112,863 3,192,783 159,616 2,498,273
Total liabilities 84,050,364 70,348,974
CAPITAL AND RESERVES (OCR-4)
Capital Stock {Note K)
Authorized (SDR106,389,330,000 - 30 September 2010 and 31 December 2009)
Subscribed (SDR73,958,950,000 - 30 September 2010; SDR38,893,430,000 - 31 December 2009) 114,804,259 60,751,149
Less -“callable” shares subscribed : . 108,542,278 56,640,850
. "Paid-in" shares subscribed 6,261,981 4,110,299
Less - subscription instaliments not due 1,997,930 217,636
Subscription instaliments matured 4,264,051 3,892,663
Less: Capital transferred to the Asian Development Fund 73,903 74,366
Paid-in-Capital - Prepayment Discount 204 -
4,189,944 3,818,297
Net notional quired to mai value of currency holdings (465,502) {523,220)
Ordinary reserve (Note K) . 10,024,274 9,789,807
Special reserve (Note K) 226,736 218,903
Loan loss reserve (Note K) 246,000 493,162
Surplus (Note K} 1,131,756 884,594
Cumulative revaluation adjustments account (Note K) 183,521 /631,129
. Neti {loss) after appropriation
For the calendar year 2009 (Note K) . - (36,725)
For the nine ths ended 30 September 2010 (OCR-2) 464,288 -

Accumulated other comprehensive income (OCR-4)

336,952

42,317

Total Capital and Reserves 16,337,969 15,318,264
$ 100,388,333 $ 85,667,238

TOTAL

The accompanying notes 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 Months Ended 30 September 2010 and 2009
Expressed in Thousands of United States Dollars (Note B)

OCR-2

2010

NET INCOME (LOSS)

, 2009
{Unaudited) "~ (Unaudited)
REVENUE (Note L) . _
From loans (Note E) $ 511,452 $ 767,816
From investments (NoteC) - , ¢ 279,950 361,598
From guarantees , - 7,832 6,324
From equity investments - C 21,971 (7,072)
From other sources - net (Note L) 15,960 13,859
TOTAL REVENUE 843,165 - 1,142,525
EXPENSES (Notel) o
Borrowings and related expenses 204,973 623,143
-Administrative expenses (Note L) 218,674 . 126,631
Technical assistance to member countries (195). 81
Provision for losses (Note E) (40,860) - 117,197
_ Other expenses (Note L) 2,520 4,183
TOTAL EXPENSES 475,112 - 871,235
NET REALIZED GAINS (LOSSES)
From loans ‘ (3). o
From investments (Notes C and L) 31,261 17,770
From equity investments 48,418 (10,240)
From borrowings - 2,967
Others 21 114
NET REALIZED GAINS 79,697 - 10,611
. NET UNREALIZED GAINS (LOSSES) (Notes J and L) 24,370 (568,137)
$ 472,120 - $ (286,236)

The accompanying:notes are an integral part of these financial statéments (OCR-5).
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ASIAN DEVELOPMENT BANK—ORDINARY CAPITAL RESOURCES,

CONDENSED STATEMENT OF CASH FLOWS
For the Nine Months Ended 30 September 2010 and 2009
Expressed in Thousands of United States Dollars (Note B)

* OCR-3

* CASH FLOWS FROM OPERATING ACTVITIES

16

Interest and other charges on loans received
" Interest on investments received
Interest (paid) received for securities purchased under resalelrepurchase arrangement

Interest and other financial expenses paid

Administrative expenses paid
" Technical assistance to member countnes disbursed

Others—net

Net Cash Provided by Operating Activities

'CASH FLOWS FROM INVESTING ACTIVITIES

Sales of investments
Maturities of investments
Purchases of investments
Net payments on future contracts . )
Net (payments) receipts for securities purchased under resale arrangement
Principal collected on loans .
Loans disbursed
_Receipts from swaps
Payments for swaps
" Property, furiture, and equipment acqurred
Change in swap related collateral -
Purchases of equity investments
Sales of equity investments

Net Cash Used in Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from new borrowings
Borrowings redeemed
Matured capital subscriptions collected
‘Issuance expenses paid
Demand obligations of members encashed
Receipts from swaps
Payments for swaps -

Resources fransferred to ADF
Resources transferred to TASF
Resources transferred to RCIF
Resources transferred’to CCF

Net Cash Provided by Financing Activities

Effect of ‘Exchange Rate Changes on Due from Banke
Net Increase (Decrease) in Due from Banks

Due from Banks at Beginning of Period = '

Due from Banks at End of Period

2009

2010

(Unaudited) (Unaudited)
$ - 505,088 $ 716,815
271,601 341,418
(765). 528
(218,348) (631,973)
- (248,334) (110,349)
(84) (10,031)

17,653 52,061 °
326,811 358,469
3,630,057 15,804,248
75,669,911 36,793,383
(84,436,501) (54,174,409)
(348) (205)
(145,025) 172,887
1,501,547 1,290,568
(3,668,563) (3,662,304)
420,309 " 5,070
(554,578) (8,096)
(15,076) (12,807)
1,231,900 -
(43,814) (40,628)
95,433 21,670
(6,222,658) . (3,720,623)
12,666,410 8,360,195
(6.677,351) (4,439,412)
175,690 3,655
(36,961) (12,239)
12,181 5,742
73,777 19,053
" (114,635) (444,263)
_ (120,000) (120,000)
-+ (40,000) .- (23,000)
(10,000) -
{10,000) -
5,918,111 3,349,731
6,132 (37,604)
28,396 {50,027)
129,843 142,238

‘$ 158,239 $

92,211

The accompanying 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 Months Ended 30 September 2010 and 2009
Expressed in Thousands of United States Dollars (Note B)

‘OCR-4

2010 2009
{Unaudited) {Unaudited)

Balance, 1 January - $ 15,318,264 $ 15,269,476
Comprehensive income for the period: N : ’ : .

Net income (loss) for the period (OCR-2) | $ 472,120 $ (286,236) .

Other comprehensive income for the penod . 294,635 766,755 145,045 = - (141,191)
Subscriptions received ‘307,451 ) ' 2,560
Change in SDR vaiues . 84,401 6,831
Paid-in-capital - prepayment discount (205)
Change in Ordinary Reserve 3,685 - 1,298
Notional MOV 57,718 (25,041)
Allocation to ADF '(120,000) . (120,000)
Aliocation to TASF (40,000) ~ {23,000)
Allocation to CCF (10,000) -
Allocation to RCIF - (10,000) -
Balance at end of period $ 16,337,969 $ 14,970,927
Accumulated Other Comprehenslve Income
For the Nine Months Ended 30 September 2010 and 2009
Expressed in Thouisands of United States Dollars (Notes C, G, and H)

ASC 815 Adjustments Accumulated Translation Unrealized Investment Minimum Pension Accumulated Other
and Amartizations Adjustments Holding Gains (Losses) Liabitity Adjustment Comprehensive Income
(Unaudited) {Unaudited) (Unaudited) (Unaudited) {Unaudited)
2010 2008 2010 2009 2010 2009 2010 2009 2010 2009

Balance, 1 January : $  (1,620) . § (958) $ . 6,747 - § (,'1_.5..6.805) $ 68?,627 $ 460.599. $ (646,437) $ - (401,557) § 42317 § (98,721)
. Amortization (148) (285) - - = = - - (148) (285)
Other comprehensive . : ; . . . v : .

income for the period ' - = 74,866 52,107 219,895 93,223 2 - 294,783 145,330
Balance, 30 September  ~'$ - (1,768) §$ - (1,243) $ - 81,613 ~“$. ,(104,698) § 903,522 . $ 563,822 $ (646,415) '$ (401,557) § 336,952 -$ 46,324

The accompanying notes are an integral part of these financial statements (OCR-5)."
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OCR-5

 ASIAN DEVELOPMENT BANK—ORDINARY CAPITAL RESOURCES

' NOTES TO CONDENSED FINANCIAL STATEMENTS

" For the Nine Months Ended 30 September 2010 and 2009
(Unaudited) )

' NOTE A—INTERIM FINANCIAL INFORMATION

~ These unaudited condensed interim financial statements should be ‘read 'in conjunction- with: the 31.
" December 2009 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 months ended

' 30 September 2010 and 2009 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 ‘all members. are funct_ional 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 accounting principles generally accepted in
the United States of America 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 December 2009, the Financial Accounting Standards Board (FASB) issued Accounting Standards
Update (ASU) 2009-16, “Transfers and Servicing (Topic 860) — Accounting for Transfers of Financial
Assets.” This update addresses the information that a reporting entity provides in its financial reports
about transfers of financial assets including; the effects of a transfer on its financial position, financial
performance, and cash flows; and a transferor’s continuing.involvement in transferred financial assets.
This update is applicable at the start of an entity’s first fiscal year beginning after 15 November 2009, or 1
. January 2010 for entities reporting earnings on a calendar-year basis. Notes D, G, and M provide the
 required disclosures in compliance with this update. '

In December 2009, the ‘FASB issued ASU 2009-17, “Consolidations (Topic 810) — Improvement to
" Financial Reporting by Enterprises Involved with Variable Interest Entities.” This standard updates certain
- requirements of FASB Interpretation No. 46 (revised December 2003), “Consolidation of Variable Interest
Entities” relating to enterprises involved with variable interest. entities (VIEs). This update is applicable at
the start of an entity’s first fiscal year beginning after 15 November 2009, or 1 January 2010 for entities
reporting earnings on a calendar-year basis. Subsequently, in February 2010, the FASB issued ASU 2010-
10 which defers application of ASU 2009-17 for a reporting enterprise’s interest in certain entities if (1) the
entity either has all the attributes of an investment company as specified in the Accounting Standards
- Codification (ASC) or is an entity for which it is industry practice to account for its- assets at fair value
through earnings, (2) the reporting enterprise does not have an explicit or implicit obligation to fund losses of
the entity that could be potentially significant to that entity, and (3) the entity is not asecuritization entity, an
asset-backed financing entity, or an entity that was formerly considered a qualifying special purpose entity,
as well as interests in entities that are required to comply with or operate in accordance with requirements
that are similar to those included.in Rule 2a-7 of the Investment Company Act of 1940. ASU 2010-10 is
~ effective beginning as of the first annual reporting period that begins after 15 November 2009. This update -
“did not have a material impact on OCR’s 30 September 2010 financial statements. .

In January 2010, the FASB issued ASU 2010-06, “Fair Value Measurements and Disclosi:res (Topic 820) —

Improving Disclosures about Fair Value Measurements.” ASU 2010-06 amends ASC 820 to add new
disclosures requirements for transfers in and out of Levels 1 and 2 measurements and separate disclosures

18



)

‘continued

OCR-5

about gross purchases, sales, issuances, and settlements relating to Level 3 measurements. It also clarifies

- existing fair value disclosure requirements about the level of disaggregation and about inputs and valuation
-techniques used to measure fair value. ASU 2010-06 is effective for the first interim or annual period

beginning after 31. December 2009 except for the requirement to -provide the Level 3 activity of gross
purchases, sales, issuances and seftlements, which will be effective for fiscal years beginning after 15
December 2010 and for interim periods within those fiscal years. Note M provides the required disclosures
in compliance to the updates for Levels 1 and 2. The impact of this update relating to Level 3 will be:
reflected startlng with OCR’s 31 March 2011 ﬂnancual statements.

in February 2010 the FASB lssued ASU 2010-09, “Subsequent Events (Topic 855) — Amendments to
Certain Recognition and Disclosure Requirements.” ASU 2010-09 reiterates that an SEC filer is required to
evaluate subsequent events through the date that the financial statements are-issued and removes the
requirement for an-SEC filer to disclose the date through which subsequent events have been evaluated. To
comply with this update, ADB issued a policy providing guidance on accounting for and disclosures of
subsequent events applicable to both ADB’s interim and annual financial statements. Note N provides the

required disclosures in-compliance with’ thls update. , ‘

In March 2010, the FASB issued ASU 201 0-11, “Denvatlves and Hedglng (Topic 815) - Scope Exception
Related to Embedded_Credit Derivatives.” ASU 2010-11 improves disclosures originally required under
Subtopic 815-15. ASU 2010-11 is effective for each reporting entity at the beginning of its first fiscal quarter
beginning after 15 June 2010. This update did not have a materlal impact on OCR's 30 September 2010

ﬁnanmal statements.

In July 2010, the FASB issued ASU 201 0—20; “Receivable (Topic- 310) — Disclosures about the Credit
Quality of Financing Receivables and the Allowance for Credit Losses.” ASU 2010-20 enhance disclosures
about the credit quality of financing receivables and the related allowance for credit losses. Existing

- guidance is amended to require an entity to provide a greater level of disaggregated information about the

credit quality of its financing receivables and allowance for credit losses. As a resuit of these amendments,
ADB is required to disclose credit quality indicators, past due information, and modifications of its financing
receivables. The improvement will help financial statement users assess an entity’s credit risk exposures
and its allowance for credit losses. The disclosures are effective for interim and annual reporting periods
ending on or after 15 December 2010. The disclosures about activity that occurs during a reporting penod
are effective for interim and annual reporting periods beginning on or after 15 December 2010.- ADB is
currently assessmg the impact of this update on OCR’s financial statements .

In March 2010 'ADB revised its estlmate of impairment that cannot be specifically identified for the
nonsovereign portfolio. The additional prowsmn is reflected as part of provnsnon for losses in OCR-2 and

Note E. : - : » ‘ T
NOTE G INVESTMENTS. | |
The main investment management objective is to maintain securify and liquidity. Subject to these

parameters, ADB seeks the highest possible return on its investments. Investments are governed by the
Investment Authority approved By the Board of Directors in 1999, and reviewed in 2006 The review

" endorsed a portfoho strategy that i is largely consistent with the 1999 approach.

Al investment securities and negotxable certlf cates of deposit held as of 30 September 2010 and 31

December 2009 other than derivative instruments are considered “Available for Sale” and are reported at
estimated fair value (FV), which represents their fair market value. Time deposits are reported at cost, which
is a reasonable estimate of FV. Unrealized galns and losses are reported in “CAPITAL AND RESERVES”
as part of “Accumulated other comprehensuve income.” Realized gains and losses are measured by the
difference between amortized cost and the net proceeds of sales. With respect to futures, realized galns
orlosses are recogmzed in income based on daily settlement of the net cash margin.
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Interest on investment securities and time deposits are reccgnlzed as realized and reported net of .
amortxzatlons of premium and dlscounts

The estlmated fair value of the lnvestments by contractual maturlty as of 30 September 201 0 and 31
December 2009 are as follows:

30 September 2010 . 31 December 2009

Due in one year or less v ©$ 7330,790000 $ 4,361,349,000
Due after one.year : ,
. through five years o 9,493, 193 000 7,999,187,000
Due after five years ' : o o
' through ten years R 1 .605.301 ,009 1,763,043,000
Total $ 18,429,284,000 $ 14,123,579,000

As of 30 September 2010, gross unrealized losses amounted to $20,389,000 from government or
government-guaranteed ~ obligations, corporate obligations, and  asset-backed/mortgaged-backed
securities resulting from market movement. There were two government or government-guaranteed
obligation (nil ~ 31 December 2009), and one asset-backed/mortgaged security (one — 31 December
2009) that sustained losses for over one year representing 0.18% of the total mvestments

Comparative details _as .of 30 September 2010 and 31 December 2009 are as follows:

As of 30 September 2010

One year or less : _Overonoyear : " Total

Fair Unrealized Fair Unrealized Fair - . Unrealized
- Value’ Losses . Value . Losses Value . - Losses’
‘Governmentor : ’
government -
guaranteed . B e i '
obligations B ] 1,471,987,000 $ 19,699,000 § - 36,304,000 $. 485,000 §$ 1,508,291,000 - $ 20,184,000
Corporate bonds 4,154,000 9,000 . - - 4,154,000 . 9,000
. AssetMorigage- , ‘ Pl ' ' :
' . backed securities 60,261,000 169,000 202,000 28,000 60,463,000 - . 197,000
Total . $ 1,536,402,000 $ 19,877,000 $ 36,506,000 $ . 513,000 $ 1,572,908,000 $ 20,390,000
As of 31 December 2009
One year or less ) Over one year ) Total
Fair Unrealized Fair Unrealized Fair - Unrealized
Value Losses Value Losses Value ‘Losses
Gowernment or ' ’
government -
guaranteed. : . S Co
obligations. $ 666,140,000 ' $ 3,982,000 $ : RS ~ '$ 666,140,000 - $ 3,992,000
Corporate bonds © 54,951,000 - 403,000 4,948,000 v 52,000 59,899,000 455,000
AssetMortgage- C , . o ’
backed securities . 210,608,000 1,993,600 226,000 o 19,000 210,834,000 2,012,000
Total $ 931.6’99 'oo“o $ .. 6,388, ooo =] 5,174,000 § 71,0005 $ 936,873,000 - $ - 6459, ooo

NOTE D—SECURITIES TRANSFERRED UNDER REPURCHASE AGREEMENT AND
SECURITIES PURCHASED UNDER RESALE ARRANGEMENT

ADB aooounts for transfers of financial assets in accordance Wlth ASC 860, “Transfers and Servicing.” In .

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 agreements and collateralized
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financing arrangements. Under repurchase agreements, securities transferred are recorded as assets and

reported at estimated fair value and cash collateral received are recorded as liabilities. ADB monitors the fair

‘value of the securities transferred under repurchase agreements and the collateral. Under resale

arrangements, securities purchased are recorded as assets and are not re-pledged

NOTE E—LOANS

ADB does not sell its sovereign loans bellevmg that there is no market for them and reports the loans at
thelr carrylng book values. : .

As of 30 September 2010 and 31 December 2009, outstandlng loans to borrowers that exceeded 5% of
total loans are as follows: .

Borrower/Guarantor e o 30 September 2010 - 31 December 2009
People's Republlc ofChina =~ SR N 10,_379,340,000 $ 9,651,805,000
Indonesia v 10,291,259,000 '10,023,065,000
India ' » . ‘ 8,709,444,000 7,807,865,000
Pakistan ; ' o ) 5,181,391,000 4,714,561,000
Philippihes,” o S 4 944 733,000 N 4,986,391,000
Others (individuallyless - R o ' '
.than 5% oftotalloans) =~ . 4,755,055,000 4,547 997,000
Total ioans - . _ 44,261.222,000 v ‘41,731,684,0,(_)0
Allowance for losses ‘ ' (46,327,000) - (103,242,000)
Net unamortized loan origination costs ' 53,144,000 84,606,000
Netloans outstanding . _$ 44,268,039,000 $ 41,713,048,000

Loans outstandiog as ‘of 30 September '201(‘) include nonsoVereign loans emounting to $2,147,254,000
($1,869,463,000 - 31 December 2009).

The undisbursed balance of approved loans as of 30 September 2010 was $21,527,419,000 =

($22,877,939,000 — 31 December 2009). This included an undisbursed balance of approved
nonsovereign loans amounting to $1,057,692,000 ($1 ,554,379,000 —~ 31 December 2009), -of which

$134,300,000 ($434,300,000 — 31 December 2009) is for public sector borrowers. Of the undisbursed -
balance, ADB has made irrevocable commitments to disburse various amounts totaling $417, 138 000

($443, 627 000 31 December 2009)

Commitment Charge PoIrcy

- ADB levied a commitment charger of 75 besis 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 negotiated after 1 January 2007, from 75 basis points on a
progressive structure of undisbursed loan balances to a flat fee of 35 basis points on the full amount of
undisbursed balances. Further to:this, the Board also approved in April 2007, the waiver of 10 basis points

“of the commitment charge on the undisbursed balances of sovereign project loans negotiated after 1

January 2007 and 50 basis points of the commitment charge on the undisbursed balances of sovereign
program foans. The commitment charge waiver is applicable to all interest periods commencing from 1 .-
January 2007 up to and including 30 June 2008. Subsequently, the policy was extended to cover the period
up to 30 June 2011. Commitment charge waived during the period totaled $4,198,000 ($4,915,000 — 2009).
in December 2007, the Board of Directors approved the reduction of the commitment charge to 15 basis
points for both sovereign program and project loans negotiated on or after 1 October 2007, and
eliminated the waiver mechanism for. such loans. .
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- For nonsovereign loans, ADB charges a commltment charge of about 50 to 75 basis points on the full‘
- amount of undlsbursed ioan balances , l

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 outstanding 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).
Subsequently, the policy was extended to cover the period up to 30 June 2011. Lending spread waiver

- reduced the loan income by $48,329, 000 for the nine months ended 30 September 2010 ($46,516,000 — .

© 2009).

~ In December 2007, thesBoard :of Directors appr,oved the elimination of front-end fees and revised the

- pricing structure for all sovereign LIBOR-based loans negotiated on or after 1 October 2007, by providing
~ a credit of 0.4% for the duration of the loan. This resulted to an effective contractual ‘'spread of 20 basis
_points over the base lending rate. The waiver mechanism for such loans was eliminated.

In April 2010, the Board of Directors _approve_d for all LIBOR-based loans to sovereign borrowers. or with
| ‘sovereign guarantees and local: currency loans with sovereign guarantees (i) that are negotiated from 1
. July 2010 up to and including 30 June 2011, that the credit of 0.4% be reduced to 0.3% for the duration. of

' the loan, to result to an effective contractual spread of 30 basis points over the base lending rate; and (i)

~ that are negotiated from 1 July 2011, that the credit of 0.4% be reduced to 0. 2% for the duration of the
. loan, to result to an effective contractual spread of 40 basis points over the base lending rate.

Overdue Amounts

 Two nonsoverelgn loans ‘were in. non-accrual status as of 30 September 2010 (three 31 December 2009)

. with principal amount outstanding of $33,031,000 ($38,408,000 — 31 December 2009), $21,825,000
- (918,988,000 - 31 Deoember 2009) of which was overdue - ,

| 5 AIIowance for Loan Losses

The changes in the allowance for loan Iosses durlng the fi rst three quarters of 2010 and 2009 are as -
-follows: . ,

© 2010 o ] 2009 .

Sowereign Nonsowereign : Total Sowereign -Nonsowereign - - Total
Balance, 1 January $ 2,723,000 - $100,519,000 $103,242,000 $ 4,356,000 $ 4,818,000 $ 9,174,000 "
Provision during the period - 39,666,000 ° 39,666,000 - 87,369,000 87,369,000
Provision written back/off " (154,000) (96,843,000) (96,997,000) (369,000) (160,000) {529,000)
Translation adjustment - 416,000 416,000 - (8,000) . (8,000)

Balance, 30 September © $-2,560,000. '$ 43,758,000 $ 46,327,000 $ 3,987,000 - $ 92,019,000 $ 96,006,000

Loan Restructurlng

During the perlod two nonsoverelgn loans totalmg $89 208 009 mcludmg accrued mterest, were
restructured and one’nonsovereign foan amounting to-$1,674,000 was sold. On these ‘transactions, ADB ~
received $5,182,000 in cash, $89,190,000 in various ‘debt instruments:and $8,293,000 in preferred and
‘common shares. These: debt lnstruments are conswlered as avallable for sale and-areireported as part.of
"Other Assels SR L SRR : ‘

- NOTE F—GUARANTEES

ADB extends guarantees to soverelgn and nonsoverelgn borrowers Such guarantees mclude (l) partlal
credit guarantees where only certain principal and/or interest payments-are covered; and (i) potitical risk
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guarantees, which provide coverage agalnst well-def ned soverelgn 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. ADB also seeks risk-sharing arrangement
that set ADB’s ‘het exposure under a: guarantee at the lowest level required to mobilize the necessary
financing while maintaining a participation that is meaningful to its financing partners. A counterguarantee
takes the form of a counter-guarantors’ 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 requure payment from the

_counter-guarantor on demand or as ADB may othenlvlse direct.

Guaranteed payments under parttal credlt 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 serwce default to the guaranteed lender.

As of 30 September 2010 “total loan ansmg from guarantee call was $184 000 ($190,000 — 31 December,

2009) with corresponding 100% provision for losses. None of the outstandlng amounts as of 30 September
2010 and 31 December 2009 were subject to call

The committed and outstandmg amounts of guarantee obhgatrons as of 30 September 2010 and 31
December 2009 covered

30 September 2010 . . 31 December 2009
Commltted Amount Outstandmg Amount = Committed Amount  Outstanding Amount

Partial Credit Guarantees

with sovereign counterguarantee . k $ 1 222 136 000 $ 1,153217,000 §$ 1,137,599,000 $ 1,055,097,000

with nonsovereign counterguarantee 99,332,000 95,434,000 155,209,000 99,817,000

without counterguarantee 731,404,000 336,294,000 - 487,551,000 296,115,000

: e 2,052,872,000 . 1,584,945,000 1,780,359,000 1,451,029,000

Political Risk Guarantees : '

with sovereign counterguarantee - 143,426,000 116,015,000 143,539,000 © 120,607,000
without counterguarantee 36,568,000 20,192,000 46,715,000 26,255,000

: : ~ 179,994,000 136,207,000 © 190,254,000 146,862,000

Others » , , 950,000 950,000 - 950,000 950,000

. Total $ 2,233,816,000 $ 1,722,102,000  $ 1,97 .563,600 $ ° 1,598,841,000

The committed amount represents the maximum potential amount of undtscounted future payment that
ADB could be required to make, inclusive of stand-by portion for which ADB is committed. The
outstanding amount represents the guaranteed amount utilized under the related loans, which have been
utilized as of the end of a reporting penod exclusive of the stand-by portion.

As of 30 September 2010, a total Ilablhty of $15,766,000 ($38,710,000 — 31 December 2009) relatlng to
stand-by ready obligation. for three -partial credit risk guarantees (four — 31 December 2009) and three
political risk guarantees (three — 31 December 2009) issued after 31 December 2002 has been included in -
“Miscellaneous liabilities” on the balance sheet.

~ - For a partlal credit guarantee W|th nonsovereign counterguarantee, ADB received collaterat from the
~ coluinter-guarantor in the form of common shares of stocks. The shares of stocks are held-in a pledged

position by a custodian in favor of ADB, with an underlying agreement for the counter-guarantor to ensure
that the market of the shares held in custody will cover the guaranteed amount at all times.
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NOTE G——DERIVAT!VE-’ INSTRUMENTSI

ADB uses-derivative mstruments for asset/hablhty management of individual positions and portfollos as
well as for the reduction of transaction costs..In applying ASC 815 “Derivatives and Hedging” for the
purpose “of financial statement reporting, ADB has elected not to define .any qualifying hedging
relationships. Rather, all derivative instruments, as defined- by ASC 815, have been marked to fair value
(FV), and all changes in‘the FV 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
apphcatlon of ASC 815 hedging criteria does not make quy evident ADB’s risk management strategies..

The lmtlal apphcatnonof ASC 815 g‘ave rise 10 a fransition adjustment in 2001, whlch was reported in
other comprehensive income and earnings. The allocation between net income and other comprehensive
income was based upon the economic hedging relationships that exnsted before the initial application of
this statement ,

Included in Receivable/Payable from Swaps-Others are interest rate, currency, and-FX swaps.that ADB

‘has entered into 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. A )

Fair Value of Derivatii/e Instruments
The fair value of ADB’s denvatlve instruments as of 30 September 2010 and 31 December 2009 are
summarized below:

Lisbility Derivatives ~
Fair Value

Asset Derivatives
Fair Value

Balance Sheet Bafance Sheet

Location

Total derivatives not deslgnated as hedging
instruments under ASC Subtopic 815-20

24

" '$ 32,041,966,000

$ 25,962,118,000 -

focation 30 September 2010 31 December 2009 30 September 2010 . 31 December 2009
Derivatives not designated as . . T
- hedging instruments under
ASC Subtopic 815-20
“Hedging—General”
Futures Investments -
. Other securities ’ . :
Futures . : B 1 (6,485,000) $ (1,105,000)
Futures - offset 6,485,000 ) 1,105,000
Total . . - = . .
Borrowings related swaps . Receivable from Payable for
Swaps - Swaps -
Borrowings .- Borrowings ! .
Currency swaps 25,107,436,000 21,333,5256,000. ' $ 22,621,247,000 $ 20,553,527,000
Interest rate swaps " 4,209,423,000 3,583,739,000 2,614,451,000 2,949,816,000
FX forward " ..29,887,000 . - 30,178,000 -
Total 29,346,846,000 24,917,264,000 25,265,876,000 23,503,343,000
Investment related swaps Receivable from Payable for
. o Swaps - Others Swaps - Others '
Currency swaps . . 779,746,000 539,530,000 935,177,000 666,997,000
Interest rate swaps 85,102,000 121,735,000 143,854,000 469,256,000
‘FXswaps /1,486,228,000 L -, 1,547,071,000 . -
Total 2,351,076,000 661,265,000 ~ 2,626,102,000 826,253,000
Loans related P Receivable from Payable for
) o Swaps - Gthers, Swaps - Others ’
Currency swaps 264,268,000 . "265,357,000 - - S 271,691,000. . 263,000,000
~interestrate swaps 1 79,776,000 118,232,000 193,129,000 204,907,000
Total ., 344,044,000 383,589,000 464,820,000 - 467,907,000

| '$ 28,356.798,000°

$ 24,797,503,000 -
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Effect of Derivative Instruments on the Statement of Financial Performance

OCR-6

ADB reports changes in the fair value of its derivative instruments as part of net unrealized gains and
losses in its Statement of Income and Expenses while all interest: income, expenses, and related
amortization of discounts premlums and fees are reported as part of revenue and expenses These are

summarlzed below

Derivatives not designated as
hedging instruments-under
ASC Subtopic 815-20

Futures
Futures

Borrowings related swaps
Currency swaps

Interest rate swaps
FX forwa rd

Investment related swaps
Currency swaps

Interest rate swaps

" FX forward
FX swaps

Loans related swaps
Currency swaps

interest rate swaps

Total

- Location of G_ain (Loss) recognized in

-Amount of Gain (Loss) recognized in
- income on Derivatives

30:September 2010 30 September 2009

Income on-Derivatives

-

Net Realized Gains (Losses)

from Investments
Net Unrealized Gains (Losses) '
Borrowings and related expenses

Net Unrealized Gains (Losses)
Borrowings and related expenses

-Net Unrealized Gains (Losses)
- Borrowings and related expenses

N'et Unrealized Gains (Losses)
Rewvenue from Investments

~ Net Unrealized Gains (Losses)
 NetRealized Gains (Losses)

from Investments
Rewenue from investments

- Net Unrealized Gains (Losses)

Revenue from. Investments

Net Unrealized Gains (Losses)

-Rewenue from Investments

Net Unrealized Gains (Losses)
Revenue from Loans

Net Unrealized Gains (Losses)
Rewenue from Loans

$ 2,697,313,000 $

$  (348,000) § (205,000)
484,668,000 (545,933,000)
© 940,565,000 610,786,000
~ 906,163,000 (383,390,000)
449,345,000 - 201,822,000
33,000 15,000
~9,000 618,000
'2,780,783,000 (116,082,000)
10,928,000 (13,429,000)
(5,182,000) 1,037,000
(22,228,000) 13,291,000
54,000 -
(4,356,000) (4,128,000)
- 262,000
- 2,849,000
1,312,000 -
. 5,277,000 -
(14,195,000) (118,000)
1,798,000 (5,763,000)
(11,921,000) - (8,737,000)
" (21,690,000) 31,716,000
(37,114,000) . (25,286,000) -
(68,927,000) (8,070,000)
(124,475,000)
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Contingent Features in Derivative Instruments -

. ADB has entered into several agreements with its derivative counterparties under the Master Agreement of
- the International Swaps and Derivatives Association (ISDA) and the Master Agreement of the National
- Association of Financial Market Institutional Investors (NAFMII).. The agreements provide for the right of a
- party to terminate if any of the various events of default and termination events specified occur. Events of
- default include failure to pay and cross default. Termination events include the situation where the long term
' unsecured and unsubordinated indebtedness of ADB or the counterparty ceases to be rated at least Baa3
- by Moody’s investor Service, Inc. or BBB- by Standard and Poor’s-Ratings. Group, or such indebtedness
~ ceases to be rated by Moodys or S&P. If ADB's counterparties -are entitled under the agreements to
~ terminate their derivative transactions with ADB, ADB will be required to pay an amount equal to its net
- liability position with each courterparty (in the case of counterparties who have entered into the ISDA
. Master Agreement) and an amount equal to the liability position for each transaction with each counterparty
' (in the case of counterparties who have entered into the NAFMII Master Agreement). The aggregate fair
- value of all derivative instruments that ADB has under the ISDA Master Agreement that are in a net liability
- (negative marked-to-market) position as of 30 September 2010 is $567,995,000 ($645,001,000 — 31
December 2009). The aggregate fair value of all derivative lnstruments that ADB has under the NAFMII
Master Agreement are in a positive MTM or asset position as of 30 September 2010 (liability position -
CNY21,390,000 or its US dollar equivalent of $3,134,000 — 31 December 2009). Unsettled derivatives as of
30 September 2010 amounted to $22,606,000 and $25,033,000 for swaps receivable and payable

respectrvely
NOTE H—EQUITY lNVESTMENTS

Equity mvestments in- whlch ADB has significant influence in investees aggregating to $254, 914 000
($226,992,000 — 31 December 2009) are accounted under equity method. This includes equrty
investments in certaln llmlted partnership and certain limited Ilablhty corporatrons , '

Investments in equity securities with readily determmable market price are considered as “Available for
Sale” and 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
equity securities wrthout readily determinable fair values are reported at cost less other than temporary

impairment.

As of 30 September 201 0, there were seven (six.— 31 December 2009) equity investments which were
reported at fair value totaling $503,260,000 ($461,552,000 — 31 December 2009). One equity investment
as of 30 September 2010 sustained unrealized losses of $482 000 (ml - 31 December 2009) :

Accumulated net unrealized gains on equity investments - reported at market value mctudmg equrty
investments accounted under the equity method with share in untealized gains or losses reported under
other comprehensive income of investee’s financial statement were $389,018,000 at 30 September 2010
($332,044,000 — 31 December 2009).

Approved equrty rnvestment facrhty that has not been disbursed was. $542, 188 000 at 30 September 2010
($433 365 000 - 31 December 2009) _ ,
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»conﬁnued
NOTE I—OTHER ASSETS AND LIABILITIES MISCELLANEOUS

Inclided in miscellaneous assets and m|scellaneous hablllhes are receivables from/payables to specral
funds and trust funds resulting from administrative arrangements and operatmg activities: .

30 September 2010; 31 December 2009 -

Amounts receivable from: = L . |
. ‘Asian Development Fund (Note L) $ 53,968,000 $ 43,142,000

Technical Assistance Special Fund =~ o 289,000 231,000
Japan Special Fund . 100,000 115,000
‘Asian Development Bank Institute . _
Special Fund SRR S 326,000 198,000 .
Asian Tsunami Fund : 246,000 590,000
Pakistan Earthquake Fund - S 10,000 45,000
Regional Cooperationand '
, Integration Fund o ' 47,000 40,000
_ Climate Change Fund . 34,000 o 95,000
-Asia Pacific Disaster Response Fund - . 20,000 ' : -
Staff Retirement Plan : 2,677,000 -
Agency Trust Funds—net Vo 1,287,000 1,893,000
~ Total -$ 59,004,000 § 46,350,000

Amounts payable to: . v
Staff Retlrement Plan ' — $ . - $ 8,455,000

Note The totals may not sum premsely due to rounding.

NOTE J—BORROWINGS

' Borrowmgs are generally reported on the balance sheet at farr value As. part of its borrowing strategy, ADB
" issues structured debt, which includes embedded derivatives in order to reduce its cost of borrowings. ADB :
. snmuItaneoust enters into currency and/or Interest rate swaps to fuIIy hedge the structured debt.

Upon the adoptlon of ASC 81 5-15 “Embedded Derivatives” on 1 January 2006 ADB no longer bifurcates
the embedded derivatives in the structured debt portfolio that meet the bifurcation criteria under ASC 815.
instead, ADB reports at fair value (FV) any structured debt that contains embedded derivatives that would
otherwise be bifurcated under ASC 815. Consequent to the adoption of ASC 820-and ASC 825 on 1
January 2008, ADB reports .all borrowings that have associated derivative instruments at FV, which are
further adjusted for the credit nsk (as a credrt spread) by currency Changes in FV are reported in net
- income. : ,

'NOTE K—CAPITAL AND RESERVES

In 29 Aprll 2009 the Board of Govemors of ADB adopted Resolutlon No 336 i lncreasmg ADB's authonzed
capital stock by 7,092,622 shares (200%), and the corresponding subscriptions for such .increase by its
"~ members. Each member is entitied to subscribe for that number of additional shares equivalent to 200% of
" its allocated shares.immediately prior to the effective date of the Resolution. Each member may subscribe . .
for the additional shares at any time up to 31 December 2010 (or such later date as the Board of Directors

may determrne)
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continued

' The authorized capital stock of ADB as of 30 September 2010 consists of 10,638,933 shares (10,638,933 -
- 31 December 2009), of which 7,395,895 shares (3,889,343 — 31 December 2009) have been subscribed. Of
the ‘subscribed shares, 6,‘992,487«ishare's~(3,626,198 -~ 31 December :2009) are “callable,” :and 403,408

shares (263,145 — 31-December 2009) are “paid-in.” The “callable” share capital is subject to call by ADB

only as and when required to meet ADB’s obligations incurred on borrowings of funds for inclusion in its
~ ordinary capital resources or'on guarantees chargeable fo such resources. The “paid-in” share capital has

" been paid or is payable in installments, partly in convertible currencies and partly in the currency of the’

subscribing member which may be convertible. in accordance with Article 6, paragraph 3 of the Charter,

ADB accepts non-negotiable, non-interest-bearing demand obligations in satisfaction of the portion payable

" in the currency of the member provided such currency is not required- by ADB for the conduct of its

. operations. The settiement of such amounts is not determinable and, accordingly, it is not practicable to

determine a fair value for these receivables. ‘ : ‘ N '

 Asof 30 Septembér 2010, 25 (4 — 31 December 2009) members had subscribed to the additional '3':,506,552’
- (343,032 — 31 December 2009) shares, of which 140,263 (13,721 — 31 December 2009)-shares are paid-in
 and 3,366,289 (329,311 — 31 December 2009) shares are callable. '

_ Following the Board of Governors approval in May 2010, of the net loss of OCR for 2009 of $36,725,000,
| $447,607,000 and $247,162,000 were transferred from Cumulative Revaluation Adjustments Account and
" Loan Loss Reserve respectively and was allocated to Ordinary Reserve ($230,882,000), - Surplus
- ($247,162,000), ADF ($120,000,000), TASF ($40,000,000), CCF ($10,000,000), and RCIF ($10,000,000).

~ As of 30 September 2010, the value of the SDR in terms of the United States: dbllar was $1.55227
~ ($1.56199 — 31 December 2009) giving a value for each share of ADB’s capital equivalent to $15,522.70
- ($15,619.90 — 31 December 2009). : . : , -

NOTE L—INCOME AND EXPENSES

The average yield on the loan portfolio for the nine months ended 30 September 2010-was 1,54% (2.85% —
2009) excluding premium received on prepayment and other loan income., while the weighted ‘average cost -
of borrowings outstanding after swaps was 1.71% (3.68% — 2009). ' -

The annualized rate of return on the average investments held during the nine months ended 30 September
2010 including securities transferred under repurchase agreements and securities purchased under resale:
arrangements, based on the portfolio held at the beginning and end of each month, was 2.20% (2.96%.—
2009) excluding unrealized gains and losses on investments, and 3.08% (3.34% — 2009) including
unrealized ‘gains and losses on investments. Interest income from various securities’ received from
troubled debt restructuring amounted to $451,000 (nil — 2009). This was reported under Revenuefrom -
other sources-net. - ' S o : o o s

Administrative expenses (other than those pertaining directly to ordinary operations and special operations)

for the nine months-ended 30 September 2010 were apportioned between OCRand the ADF in the -
proportion of the relative volume of operational activities. Of the total administrative expenses for:the nine -
months ended 30 September 2010 of $349,078,000 ($292,530,000 — 2009), $159,509,000 ($129,323,000 -
2009) was accordingly charged-to the ADF. The balance of administrative expenses after allocation was
iincreased by the deferred direct loan origination costs of $29,104,000 ($36,576,000 — 2009) mainly-due to
the adjustments to- the loan origination costs from 50 basis points to 30 basis points to loans made effective
from 2006-2008. s : : . v : PR :

Following the approval by the Board of Directors in June 2003 of the resumption of direct net-income
allocation to TASF to finance technical ‘assistance (TA) operations, no new TA commitments during the '

period charged to OCR current income as “Technical ‘assistance to. member countries.” Accordingly,
$195,000 was written back representing net cancellations of undisbursed amounts of completed TA projects

which were committed in prior.period (one TA amounting to $81,000 was reopened — 2009).
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continued

" During the nine months ended 30 September 2010, provrsron for losses totaling $39,666,000 ($121,622,000
— 2009) was recognized for loans mainly due to the revision of methodology for estimating the nonsovereign
loan portfolio impairment. These were offset by a write back of $80,526,000 ($4,425,000 — 2009) following
(i) restructuring of two nonsovereign loans; (ii) the settlement of a guaranteed obligation; (iii) collections of
overdue loan service payments from one soverelgn and one nonsovereign loan; and (iv) receipt of proceeds
from the sale of one nonsoverelgn loan. :

Other expenses of $2 520,000 ($4,183,000 — 2009) included non- borrowrngs related f nancial expenses
such as fees paid to external asset managers and bank charges. ‘

Net unrealized gains for the nine months ended 30 September 2010 include net favorable ASC 815 and
- ASC 825 adjustments totaling $29,488,000 (net unfavorable of $565,883,000 — 2009) and net
unfavorable translation adjustments of $5,118,000 ($2 254,000 — 2009) associated with holdings m non-
functlonal currencies.

ASC 815 and ASC 825 adjustments were. composed of:

- 30 September 2010 30 SeptemBer 2009

Unrealized gains (losses) on: "
Hybrid financial instruments

and related swaps ' $ 94,812,000. (201,997,000)
Non-hybrid financial |nstruments ' . .
and related ‘swaps . (35,527,000) (390,371,000)
investments related swaps ' } (9,988,000) . 124,000
Loans related swaps .= . . ’ ~ (19,892,000) 25,953,000
- Amortization of the ASC 815 :
transition adjustments 83000 408,000

Total - 8 29488000 . $  (565,883,000)

NOTE M—FAIR VALUE OPTION AND FAIR VALUE MEASUREMENTS

Effective 1 January 2008, ADB adopted ASC 820 and ASC 825. ASC 820 defines fair value (FV) which
focuses on the price that would be received to sell the asset or paid to transfer the liability (exit price) and
establishes a framework for measuring FV through a FV hierarchy that ranks the quality and reliability of
the data used in FV measurements. ASC 825 expands the scope of financial instruments that may be
carried at FV. It offers an irrevocable option to carry the majority of financial assets and liabilities at FV, on
an mstrument—by—mstrument basrs W|th changes in FV recognized in earnings.
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The carrying amounts and estimated fair values of ADB’s significant ﬁrianci’al instruments .as of 30
September 2010 and 31 December 2009 are summarized below:

31 December 2009

Guarantee liability

*The darijing ai’nbunf for borrowings and swaps are inclusive ef accrued interest.

Off-balance sheet
financial instruments:

Guarahtees (Note F)

Fair Value Option

30 September 2010 ;
Carrying Estimated " - Carrying Estimated
- ‘Amount® Fair Value Amount® Fair Value
On-balance sheet . '
financial instruments:
ASSETS:
Due from banks $ 158,239,000 158,239,000 $ 129,843,000 128,843,000
Investments (Note C) 18,429,284,000 18,429,284,000 14,123,579,000 . 14.123,579,00’0,
Securities transferred under _ o ‘ : '
repurchase agreement 940,302,000 940,302,000 551,386,000 551,386,000
Securities purchased under . i
resale arrangement 470,489,000 470,489,000 335,240,000 335,240,000
- Loans outstanding (Note E) 44,268,039,000 46,144,385,000 41,713,048,000 43,235,456,000
Equity investments (Note H) 958,972,000 958,972,000 884,440,000 884,440,000
Other assets
Non-negotiabie,
non-interest-bearing . o
demand obligations . 307,232,000 307,232,000 142,181,000 142,181,000
Receivable from swaps - » '
borrowings (Note G) 29,346,846,000 29,346,846,000 24,917,264,000 24,917,264,000
Receivable from swaps - : . .
others (Note G) 2,695,120,000 2,695,120,000 1,044 854,000 - 1,044,854,000
Swap related collateral ) 1,966,950,000 1,866,950,000 735,050,000 735,050,000
Securities from restructuring . : . ‘ '
arrangement (Note E) 38,857,000 38,857,000 - -
Future guarantee receivable 15,766,000 15,766,000 16,962,000 16,862,000
LIABILITIES:
Borrowings (Note J) 51,5671,412,000 52,653,759,000 42,498,198,000 43,121,355,000
Other liabilities ' : :
Payable for swaps - ’ o ' )
borrowings (Note G) 25,265,876,000 25,265.876.000 © 23,503,343,000 23,503,343,000
Payable for swaps - _ o '
others (Note G) : 3,090,922,000 3,090,922,000 1,294,160,000 1,294,160,000
Payable for.swap . . .
" related collateral 1,966,850,000 -1,966,950,000 735,050,000 735,050,000
15,766,000 15,766,000 38,710,000

38,710,000

30 September 2010 31 December 2009
Outstanding Present Outstanding Present’
Amount Value Amount Value
$ 1,139,356,000 809,857,000

$ 1.232,908,000

894,302,000

. In adopting ASC 825, ADB elected the Fair Value Option on all borrowings that are associated with
‘derivative instruments. This election allows:ADB to mitigate the earnings volatility in its statutory reporting
that is caused by the different accounting treatment of the borrowing and its related derivative without
having to apply the complex hedge accounting requirements of ASC 815. ADB also mcorporated the credit

spread by currency in the valuation of its borrowings.
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continued
Fair Value Measurement

ASC 820 establishes a fair value hierarchy that gives the highest priority to quoted prices in active
markets for -identical assets or liabilities (Level 1), next priority to observable market inputs or market
corroborated data (Level 2), and the lowest priority to unobservable inputs without market corroborated
data (Level 3).. ASC 820 requwes the fair value measurement to maximize the use of market observable

inputs. . ;

Assets and Ilabllltles measured at fair value ona recurrlng bas:s

The fair value of the followmg financial assets and |Iabl|ltles as of 30 September 2010 and 31 December
2009 were reported based on the followmg : .

Fair Value Measurements

Quoted Prices in : Significant
Active Markets for Significant Market Unobservable
. Identical Assets Observable Inputs Inputs’
. 30 September 2010 - - - (Level 1) ) (Level 2) (Level 3)
Assets E N
Investments

Govemnment or gow.Aguaranteed obligations $ .14,757,176,000 $ 12,747,146,000 $ 2,010,030,000 $ -
Time deposits and other obligations of banks 1,607,529,000 - '1,607,529,000 -

Hybrid financial instruments
Non-hybrid financial instruments

2,603,280,000
44,578,814,000

2,603,280,000
35,804,066,000

- Corporate obligations 1,137,355,000 332,484,000 804,871,000 . ' -
Asset-backed/mortgage-backed ‘securities 927,224,000 - 827,224,000 R -
Securities transferred under
repurchase agreement 940,302,000 940,302,000 - -
Securities purchased under -
resale arrangement 470,489,000 - 470,489,000 : -
Borrowings related swaps 29,316,859,000 - 20,845,589,000 8,471,270,000
FXforward | . 29,987,000 - 29,987,000 -
Investments related swaps 2,351,076,000 - 2,351,076,000 -
" Loans related swaps 344,044,000 - 314,402,000 29,642,000
Equityinvestments 503,260,000 502,985,000 ’ ) - 275,000
Securities from restructuring arrangement 38,857,000 9,302,000 23,532,000 . 6,023,000
Total assets at fairvalue 52,424,158,000 $ 14,532,219,000° 29,384,729,000 8,607,210,000
Liabilities
Borrowings

8,774,748,000

Borrowings related swaps - 25,235,699,000 - 25,175,642,000 60,057,000
FX forward 30,178,000 - 30,178,000 -
Investments related swaps . 2,626,102,000 - 2,626,102,000 -
Loans related swaps . 464,820,000 - 154,934,000 309,886,000

75,638,893,000 - 66,394,202,000 . 9,144,691,000

Total liabilities at fair value
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Fair Value Measurements
Quoted Prices in- : Significant
Active Markets for Significant Market Unobservable
Identical Assets Observable Inpuits Inputs
: 31 December 2009 (Level 1) (Level 2) (Lewel 3)
Assets:
‘investments . ) .
Government or govt. guaranteed obfigations ' § 10,308,595,000 $ 9,661,283,000 § 647,312,000 § -
Time deposits and other obligations of banks 1,991,882,000 - 1,991,982,000 -
Corporate obligations . 971,552,000 476,951,000 494,601,000 -
- Asset-backed/mortgage-backed securities 851,450,000 ' - 851,450,000 -
Securities transferred under § . » :
repurchase agreement 551,386,000 651,386,000 - -
Securities purchased under :
resale arrangement 335,240,000 - 335,240,000 -
Borrowings related swaps 24,917,264,000 - 17.610,947,000 7,306,317,000
FX forward - - . - C -
Investments related swaps 661,265,000 - 661,265,000 -
Loans related swaps 383,589,000 : - 355,316,000 28,273,000
461,552,000 - -

Equity investments L
Securities from restructuring arrangement

461,552,000

- -

-

) Total assets at fair value

$. 41,433,875,000

$ . 11,151,172,000 $ 22,948,113,000

$ 7,334,590,000

Liabiiities

Borrowings

Hybrid financial instruments . $  2,634,794,000 $ - $ 2478,202,000 $ . 156,592,000

Non-hybrid financial instruments 35,678,408,000 - - 28,431,322,000 7.,247,086,000

Borrowings related swaps 23,503,343,000 - 23,424,313,000 ' 79,030,000

. FXforward ) - - o - -

Investments related swaps’ 826,253,000 - ) 826,253,000 : C -

Loans related swaps 467,907,000 - 171,668,000 : 296,239,000

$ 63,110,705,000  $ - $  7,778,947,000

Total Habillities at fair value -

~$ 55,331,758,000

Included in government or government guaranteed obligations are

securities priced by the Bloomberg

Valuation Services (BVAL) amounting to $608,170,000 which was classified as Level 2 in December
2009. Starting March 2010, BVAL pricing was classified as Level 1. While, securities amounting to
$11,458,000 priced by Euroclear in December 2009 and BVAL in September 2010 was transferred from

Level 2 to Level 1.

_ Assets> (liabilities) measured at fair value on a recurring basis using significant unobservable inputs (level 3):

Balance, 1 January 2010
: :l‘otal gains (Iossgs)-(realized/unrealized)
Included in eamings
: included in other comprehénsive income
Purchases, sales, and paydowns .
Issuances, redemptions, and maturifies

Transfers out of Level 3

Balance, 30 September 2010

The amount of total gains (losses) for the peribd included

in eamings attributable to the change in net unrealized
gains or losses relating to assets/liabilities
still held at the reporting date
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Borr' owings
Securitles from

‘restructuring Hybrid financial Non-hybrid financial

Equity investments arrangement instruments instruments
3 - - $ (156592,000) $ (7,247,086,000)
- - 1,216,000 (429,988,000)
- - (4,064,000} (212,413,000)
275,000 6,023,000 - -
- - 159,440,000 (885,261,000)
$ 275,000 $ 6,023,000 $ - $ (8,774,748,000)
$ - § S - § 1,223000 .$  (66,259,000)
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Swaps receivable

Swaps payabie

Hybrid financial

Non-hybrid financial

» Non-hybrid financial

instruments

instruments instruments
Balance, 1 January 2010 $ - 157,400,000 $ 7,148,51 7,000 $ (79,030,000)
Total gains (losses) - (realized/unrealized)
included in earriings C (2,066,000) 241,526,000 20,833,000
Included ih other comprehensive income ' 4,106,000 194,733,000 (1,860,000)
lséuanoes. redemptions, and maturites (159,440,000) - 886,094,000 -
Balance, 30 September 2010 ' $ - $ 8471,270,000 $ . (60,057,000)
The amount of total gains (Ios_sés) for the period included
in eamings attributable to the change in net unrealized
gains or losses relating to assets/liabilities . :
$ - (109,270,000) $ 22,505,000

still held at the reporting date - $ (1,183,000)

Loans related swaps'

Swaps Swaps
receivable payable
Balance, 1 January 2010 k _ B 28,273,000 $ (296,239,000)
Total gains (losses) - (realized/unrealized) '
Included in eamings o 279,000 (11,340,000)
included'in other comprehensive income \ 1,090,000 (1 5,432,000)
Issuances, redemptions, and maturities - 13,125,000
Balance, 30 September 2010 ' ' s 20,642,000 $  (309,886,000)
The amount of total gains (losses) for the period ihclude_d
in eamings attributable to the change in net unrealized
- gains or losses relating to assets/habllmes
shll held at the reporting date I 637,000 $ (14,586,000)

NOTE N——SUBSEQUENT EVENTS

OCR-5

ADB has evaluated subsequént events after 30 September 2010 through the date these Condensed
Financial Statements are issued. During this period, ADB has raised addmonal borrowmgs of

apprommately $374.6 million in various currenmes
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ASIAN DEVELOPMENT BANK—ASIAN DEVELOPMENT FUND
CONDENSED SPECIAL PURPOSE STATEMENT OF ASSETS, LIABILITIES, AND FUND BALANCES

30 September 2010°and 31 December 2009

Expressed in Thousands of United States Dollars (Note B)

ADF-1

30 September
(Unaudited) 31 December
ASSETS ’

DUE FROM BANKS - $ 39,911 $ 13,022
INVESTMENTS (Notes C and K) 5,593,263 5,477,925
SECURITIES PURCHASED UNDER .

RESALE ARRANGEMENT (Notes C, D, and K) 187,199 185,395
LOANS OUTSTANDING (Notes E, K, and L)

(Net of allowance for HIPC Debt Relief of $79,918 - 30 September 2010; .

$80,033 - 31 December 2009) ' . 28,731,369 27,879,315
ACCRUED REVENUE 130,828 ' 123,443
DUE FROM CONTRIBUTORS (Note B) ; 2,649,878 . 2,294,566
OTHER ASSETS 57,527 58,146

TOTAL . 37,389;975 $ 36,021,806

LIABILITIES AND FUND BALANCES

ACCOUNTS PAYABLE AND OTHER LIABILITIES .
[Payable to related funds (Note G) -
Advance payments on contributions (Note B)
Undisbursed grant commitments (Notes JandK):
Deferred credits (Note B)

Total Liabilities

FUND BALANCES.

Amounts available for operational commitments
Contributed resources (Notes B and H)
Unamortized discount (Note B) .

Set-aside resources )
Transfers from Ordinary Capital Resources and
Technical Assistance Special Fund

" Accumutated surplus (ADF-4)
Accumulated other comprehensive income (ADF-4)

Total Fund Balance-

$ 58,831
291,212
1,908,516
1,509

2,260,068

$ 35,082,317
(81,733) 35,000,584

73,903

983,719

36,058,206
2,850,318

(3,778,617)
35,129,907

$ 48470
137,185
1,676,642
492

- 1,862,789

| § 32,740,247 _
(85.798) 32,654,449

74,366

863,892
33,592,707

3,295,846
(2,729,536)

34,159,017

.~ TOTAL

$ 37,389,975

$ 36,021,806

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

CONDENSED SPECIAL PURPOSE STATEMENT OF REVENUE AND EXPENSES
- For the Nine Months Ended 30 September 2010 and 2009

Expressed in Thousands of United States Dollars (Note B)

2010 . 2009
: (Unaudited) _ (Unaudited)
REVENUE - ) . _ -
From loans _ ‘ - ' - $ 214892 - - § 199,662
Frominvestments (NoteC) = = - - 81,842 : 106,133
‘From other sources—net ‘ ' o 31 T2
TOTAL REVENUE ' ' e . 296,765 . 305,867
EXPENSES : L ' _ o
Grants (Note J) T ‘ — 490,986 579,430
- Administrative expenses (Note |) _ 159,509 . 129,323
Amortization of discounts on contributions (Note B) 7,643 5,624
Provision for HIPC Debt Rellef (Notes Eandl) : o '(859) ' : -
Flnanclal expenses _ 10 1
“TOTAL EXPENSES .. _ : o 657,289 - B 714,288
- NET REALIZED GAINS ’ »
From loans (Note B) _ - : . 151,389
From investments - : ’ ' : - _ " 115
S ) 151,504
NET UNREALIZED (LOSSES) GAINS (Note F) (85,004) 332,291

REVENUE (LESS THAN) IN EXCESS OF EXPENSES ' - § (445,528) $ 75,374

The ac&ompanying notes are an integral bart of these condensed speciél purpose financial statements (ADF-5).
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ASIAN DEVELOPMENT BANK—ASIAN DEVELOPMENT FUND -

- CONDENSED SPECIAL PURPOSE STATEMENT OF CASH FLOWS
For the Nine Months Ended 30 September 2010 and 2009
Expressed in Thousands of United States Doliars (Note B)

ADF-3

CASH FLOWS FROM OPERATING ACTIVITIES

- Interest charges on loans received
Interest on investments received .

_ Interest received for securities purchased under resale arrangement
Cash received from other sources
Administrative expenses paid
Grants disbursed
Financial expenses paid

Net Cash Used in Operating Activities -

CASH FLOWS FROM INVESTING ACTIVITIES
Maturities of investments
. 'Purchases of investments _ .
- Net receipts from securities purchased under resale arrangement
- Net payments for forward contracts :
Principal collected on loans
Loans disbursed

Net Cash Used in Investing Activities
CASH FLOWS FROM FINANCING ACTIVITIES
_Contributions received and encashed
“Cash received from ordinary capital resources
Net Cash Provided by Financing Activities
Effect of Exchange Rate Changes on Due from Banks
. Net Increase in Due from Banks

Due from Banks at Beginning of Period

Due from Banks at End of Period

2010 .

(Unaudited)

$ 191,145
86,993
© 133
31
(148,852)
- (263,077)
an

(133,638)

57,297,177
(57,483,236)
8,846

641,856

(1.096,519)

(631,876)

681,157
120,000

801,157
1,246
36,889

3,022

$ 39,911

2009

{Unaudited)

$ 159,360
103,527
254
72
(117,915) -
(183,557)
(€]

(38,270)

77,008,331
(76,903,400)

99,369
(57,996)

609,528

{1,371,180)

(615,348)

541,853
120,000

661,853
6,070
14,305

7,974

$. 22,279 .

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
Forthe Nine Months Ended 30 September 2010 and 2009

Expressed in Thousands of United States Doliars {Note B)

2010 o 2009

. (Unaudited) {Unaudited)
Balance at beginning of period _ ' s 3415017 . § 33,479,348
' Comprehensive income,fpr thie period: _ o R e ) R
Net (loss) income for the period (ADF-2) . =+ . -§ . (445,528) . - B $ - 75374
‘Other comprehensive income for the period - A . {1,049,081) .- (1,494,609) . (779,227) . (703,853)
Change in amount available for operauonal oommltmems . : - o . :
from Contributed Resources ) : ’ 2,342,069 : : . 2,049,948
_ from Unamortized Discount for Accelerated Notes : ’ :
Encashment (ANE) of ADF IX and ADF X _ » . 4,066 (46,890)
Transfer from Ordinary Capital Resources - : - :.-120,000 o . 120,000
Change in SDR value of Set-Aside Resources . . _ _ : {(463) - o 1,416
Change in value of transfers from TASF . - - ) _ ' (173) 129
Balance at end of period ' 2 o - $ 35120907 $ 34,900,098
Accumulated Other Comprehensive Income ) )
For the Nine Months Ended 30 September 2010 and 2009
Expressed in Thousands _of United States Dollars (Note B)
AecumUIatec_l Translation Unrealized Investment " Accumulated Other’
- Adjustments -~ - Holding Gains (Losses) Comprehensive Income
(Unaudited) = - " (Unaudited) - . _ (Unaudited) .
2010. 2009 2010 2009 " 2010 2009
" 'Balance, 1 January $  (2847,594) $(2210003) $§ 118,058 § = 107,649 §' ‘(2729536) § - (2,102,354)
Other comprehensive ‘ S _ - .
income for the period S (1,081,220) (805,934) 12,139 ~ 26,707 (1,049,081) (779,227)

Balance, 30 September  §  (3,008,814) $(3,015837) § 130197 $ . 134356 §$ (3778617) $  (2,881,581)

The'accompa'nyi‘n.g _ndtes are an integral péi‘tvof these condensed special purpose financial statem,ents (ADF;S). ’
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ASIAN DEVELOPMENT BANK—ASIAN DEVELOPMENT FUND

NOTES TO CONDENSED SPECIAL PURPOSE FINANCIAL STATEMENTS
For the Nine Months Ended 30 September 2010 and 2009

(Unaudited) _

NOTE A—INTERIM FINANCIAL INFORMATION

These unaudlted condensed interim fi nan0|a| statements should be read  in conjunctmn with the 31
December 2009 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 months ended
30 September 2010 and 2009 have been included. The results of operatlons for mtenm penods are not
necessarily indicative of the results to be expected for the full year. .

The resources of ADF have been subsequently augmented by nine replenishments, the most recent (ADF X
and the fourth regularized replenishment of the Technical Assistance Special Fund) of which was approved
by the Board of Governors in August 2008 and became effective on 16 June 2009. The new replenishment
provides a substantial replenishment of the ADF to finance ADB's concessional program for the four-year
period from January 2008, and for a replenishment of the TASF in conjunction with the ADF replenishment,.
to finance technical assistance operations under the new fund. Total replenishment size is
SDR7,419,094,000, of which SDR2,657,960,000 will come-from new donor contributions. The donors
agreed to allocate 3% of the total replenishment size (equivalent to 8% of total donor contributions) to TASF.
As of 30 September 2010, ADB has received instruments of contributions from 27 donors with a total
amount equivalent to SDR2, 260,003,000, including qualified contributions amountmg to SDR211,891,000.

NOTE B——SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

n 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

~ dollar equivalents at reporting date. With the adoption of the special purpose financial statements, loan loss
provisioning, other than those for the debt relief loan write-off resulting from the implementation of the
Heavily Indebted Poor Countries (HIPC) initiatives discussed in Note L, has been eliminated. With the
exception of the aforementioned, the ADF financial statements are prepared in accordance with accounting
pnncuples generally accepted. in the United States of America. :

in. November 2005, to lmprove ADF currency .management practices, the Board of Governors accepted a
resolution to ‘adopt a full-fledged special drawing rights (SDR) approach to facilitate resource administration
and operational planning for the benefit of borrowers. The currency management framework was
~ implemented on 1 January 2006 whereby ADB is authorized to convert ADF resources held .in various
~ currencies 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.

o n July 2007, as an application of the Board-approved currency management exercise, ADB decided to offer

a full-fledged SDR approach to ADF legacy loans by providing ADF borrowers the option to convert their
existing liability (i.e., disbursed and outstanding loan balance) in various currencies into SDR, while the
undisbursed portions will be treated as new loans. The conversion was made available beginning 1 January
2008, and as of 30 September 2010, 17 out of 30 ADF borrowing countries have opted to .convert their’
loans, which were carried out on the nearest loan service payment dates at least one month from their

_ concurrence. There was no loan conversion for the nine months ended 30 September 2010.

'The implementation of the full-fledged SDR framework is expected to change the primary economic

environment of ADF. Until this process is completed, and a significant change in the primary economic
environment becomes evident, the currencies of contributing- member countries are functional currencies as

38



ADF-5

continued

these represent the currencies of the primary ec'onomic environment in which ADF generates and expends

- cash. The United States dollar is the reporting currency -of ‘the fund. The special purpose fi nancial
statements are expressed in thousands of current United States dollars

In December 2009, the: Fmancral Accountlng Standards Board (FASB) issued Accountlng Standards
Update (ASU) 2009-16, “Transfers and Servicing (Topic 860) — Accounting for Transfers of Financial
Assets.” This. update ‘addresses the information that a reporting entity provides in its financial reports

about transfers of financial assets including; the effects of a transfer on its financial position, financial
performance, and cash flows; and a transferor’s continuing involvement in transferred assets. This update
is applicable at the start of an entity’s first fiscal year beginning after 15 November 2009, or 1 January
2010 for entities reporting earnings on a calendar-year basrs Notes D, F, and K provrde the reqmred
drsclosures in compl:ance with thrs update : : ; :

In January 2010, the FASB rssued ASU 201 0-06 “Falr VaIue Measurements and Dlsciosures (Topic 820) —

' Improving Disclosures about Fair Value Measurements.” ASU 2010-06 amends ASC 820 to add new _
disclosures requirements for transfers in and out of Levels 1 and 2 measurements and separate disclosures

about gross purchases, sales, issuances, and settiements relating to Level 3 measurements. It also clarifies
existing fair value disclosure requirements about the level of disaggregation- and about inputs and valuation
techniques used to measure fair value. ASU 2010-06 ‘is effective for the first ‘interim or annual. period
beginning after 31 December 2009 except for the requirement to provide the Level 3 activity of gross
purchases, sales, issuances and settlements, which will be effective for fiscal years beginning after 15
December 2010 and for interim periods within those fiscal years. Note K provides the required disclosures in
compliance to-the updates for Levels 1 and 2. The impact of this update relating to Level 3 will be reflected
starting wnth ADF’s 31 March 2011 specral purpose fi t" nancral statements.

In February 2010, the FASB issued ASU 201 0-09 "Subsequent Events (Topic. 855) Amendments'to ‘
Certain Recognition and Disclosure Requirements.” ASU 2010-09 reiterates that an SEC filer is required to

evaluate subsequent ‘events through the date that the financial statements are issued and removes the
requirement for an SEC filer to disclose the date through which subsequent events have been evaluated. To
comply with this update, ADB issued a policy providing guidance on accounting for and disclosures of
subsequent events applicable to both ADB’s interim and annual fi nancnat statements. Note M provrdes the
required dlsclosures in compliance with this update. . :

In March 2010, the FASB issued ASU 2010-11, “Derivatives and Hedging ( Topic 815) — Scope Exception
Related to Embedded Credit Derivatives.” ASU 2010-11 improves disclosures originally required under
‘Subtopic 815-15. ASU 2010-11 is effective for each reporting entity at the beginning of its first fiscal quarter
beginning after 15 June 2010, This update did not have a material impact on ADF's 30 September 2010
special purpose fi financial statements o

In July 2010, the FASB issued ASU 2010-20, “Receivable (Topic 310) — Disclosures aboUt the Credit‘

Quality of Financing Receivables and the Allowance for Credit Losses.” ASU 2010-20 enhance disclosures
about the credit quality of fi nancmg receivables and the related allowance for credit losses. Existing
guidance is amended to require an entity to provide a greater level of disaggregated information about the

credit quality of its financing recelvables and allowance for credit losses. As a result of these amendments, -

ADB is required to disclose credit quality indicators, past due information, and modifications of its fi nanCnng
receivables. The improvement will help financial statement users assess an entity’s credit risk exposures
and its allowance for credit losses. The disclosures are effective for interim and annual reporting  periods

ending on or after 15-December 2010. The disclosures about activity that occurs during a reporting period
are effective for interim and annual reporting periods beginning on or after 15 December 2010. ADB is

currently assessing the impact of this update on ADF's special-purpose financial statements.

* Contributions and Contributed Resources

-Upon effectivity of replenishment, contributions committed are recorded in full as “Contributed Resources”
when the Instruments of Contribution are received and are. made availabie for operational commitment.
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Contributions ‘are generally paid in.the currency of the contributor elther in cash or promlssory notes -
' which become due under agreed encashment penods - : A

Under ADF IX and ADF X, contributors have the option to pay their contributions under accelerated note.

. encashment (ANE) program and receive .a discount. ADF invests the cash generated from this program
. and the investment income is used to finance operations. The related contributions are recorded at the
full undiscounted amount, while the discount is amortized over the standard encashment period of 10.

| years and 9 years for ADF IX and ADF X, respectlvely

j Due from Contrlbutors

! Included in “Due from Contributors” are notes of contributors and contrubutrons recelvable Notes of
contributors are non-negotiable, non-interest-bearing and, ‘subject to certain restrictions imposed by
" applicable Board of Governors resolutlons encashable by ADB at par upon demand. :

Advanced Payments and Deferred Credlts

~Payments received in advanceor as quallﬁed contributions that cannot be made availabie for operational
commitment are recorded as-advance payments, provided that the donor’s Instrument of Contribution has
. been acknowledged by-ADB. Otherwise, payments are recorded as deferred credits. Advance payments
and deferred credxts are lncluded under “Liabilities.” ,

" NOTE C—INVESTMENTS

. Investment -secuntles and negotiable certificates of deposit held as of 30 September 2010 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 “FUND BALANCES” as part of “Accumulated other comprehensive income.” Realized gams and
" losses are measured by the dn‘ference between amortized cost and the net proceeds of sales. :

Interest on mvestment securltles and time deposrts are recogmzed as- reallzed and reported net of
amortizations of premium and discounts. _ : . :

The estimated fair value of the investments by contractual matunty as of 30 September 2010 and 31
} December 2009 are as follows v _ .

30 Septémberz‘oio 31 December 2009

Due in one year or less . . '~ $ 3,135440,000 $ 2,765,978,000

Due after one year I ' S ‘
through five years =~ 2,443,023,000 = 2,657,986,000

Due after five years _ . T ‘ '
through ten years - o 14,800,000 . 53,961,000
~Total . 8 5593263000 $ 5477925000

The:annualized rate of return on the average investments held during the nine months ended 30 September

2010 including securities purchased under resale arrangement, based on the portfolio. held at the beginning
and end of each month, excluding unrealized gains and losses on investments, was 1.91% (2.29% ~ 2009).
If unrealized gains and losses were included, the annualized rate of return would have been 2. 13% (2.711%

- 2009).
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" As of 30 September 2010, Qross unrealized losses resulting from market movements amounted to $701,000
- ($56,000 — 31 December.2009) for government or government-guaranteed obllgatlons Comparatlve detalls
- as of 30 September 2010 and 31.D December 2009 are as follows

As of 30 Segtember 201 0

One yearorless . - = . V .Overonéeyear .- . Total
‘Fair . - Unrealized Fair Unrealized . Fair . Unrealized
: Value Losses ~ Value Losses Value . Losses. .
Governmentor
* government -
" guaranteed o L : '
.obligations 3 896,604,000 ©$ 701,000 $ ©o- § v - § ‘896,604,000 §$ 701,000

As of 31 December 2009

Oneyearorless MR bveroneyearf i R Total - -

Fair Unrealized \ Fair ~ Unrealized - Fair Unrealized
. Value Losses © ' Value - Losses Value Losses
Govwernmentor - : ¥ ;
© - government -
guaranteed . .
obligations $ 203,973,000 $ 56,000 $ o= § .= $ 293,973,000 $ 56,000

NOTE D—SECURITIES PURCHASED UNDER RESALE ARRANGEMENT |

ADF accounts for transfers of financial assets in accordance with ASC 860, “Transfers and Servicing.” In
general, transfers are accounted for as sales when control over the transferred assets has been
relinquished. Otherwise, the transfers are accounted for as resale arrangements and collateralized financing
arrangements Securities purchased under resale arrangements are recorded as assets and are not re-

, pledged
NOTE E—LOANS

As of 30 September 2010 and 31 December 2009, outstanding loans to borrowers are as follows:

- Borrower/Guara nfor ‘ 30 September 2010 31 December 2009
Paklstan - ' ' ‘ . $ 7,044,137,000 $ - 6,619,002,000
Bangladesh : ‘ : 5,927,383,000 5,944 ,165,000
Viet Nam : . : - 3,256,336,000 ' 3,051,234,000
SriLanka . ‘ o 2,692,443,000 2,699,855,000
Nepal ‘ : " 1,573,117,000 1,594,779,000
. Others (individually less’ : B v ‘ :
than 5% of total loans) ' 8,317,871,000 : 8,050,313,000
Total Outstanding Loans .~ - 28,811,287,000. 27,959,348,000
. Allowance for HIPC Debt Relief _ - (79,918,000) ' (80,033,000).
Net OUtstanding Loans : : $ 28,731 369 000 - $ 27,879,315,000

- "The prlnmpal amount outstandlng of soveretgn loans in non-accrual ‘status as of 30 September 2010
was $602,745,000 ($560,183,000 — 31 December 2009) of which $338,099, 000 ($292,050,000 - 31

December 2009) was overdue.
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A total of $2,432,000 was written-off from the Allowance for HIPC Debt Relief relating to the

L Afghanistan debt relief as-the loan service payments of affected loans fell due: This brought the

balance of Allowance for HIPC Debt Relief as of 30 September 2010 to $79,918,000 ($80,033,000 - 31
- December 2009). : .

~ The. undisbursed balance of approved loans, including approved but not yet 'effeétive loans as of 30
September 2010 was $6,305,516,000 ($6,334,015,000 — 31 December 2009). ' ‘ :

- NOTE F_—-DERIVATIVE INSTRUMENTS

~ ADB uses derivative instruments for asset/liability management of individual positions and portfolios, as
well as for the reduction of transaction costs. In applying ASC 815 for the purpose of financial statement
_ reporting, ADB has elected not to define any qualifying hedging relationships. Rather, all derivative
instruments, as defined by ASC 815, have been marked to fair value (FV), and all changes in the FV have
been recognized in net income. ADB has elected not to define any qualifying hedging relationships, not
because economic hedges do not exist, but because the application of ASC 815 hedging criteria does not
make fully evident ADB’s risk management strategies. '

| ADB éngages in derivative instruments for overall liquidity- management. From time to time, ADB enters into
~forward contracts to protect itself from the currency exchange risk.

: Efféct of Derivative Instruments on the Statement of Financial Performance

ADB reports changes in the fair value of its derivative instruments as part of net unrealized gains and losses
in its Statement of Income and Expenses while all interest income, expenses, and related amortization of
discounts, premiums, and fees are reported as part of revenue and expenses. These are summarized

below:

~ Amountof Gaiin (Léss) recognized in
income on Derivatives

Location of Gain (Loss) recognized

o in Income on Derivatives 30 September 2010 30VSeptemb'"er 2009
Derivatives not designated as ' .
- hedging instruments under
ASC Subtopic 815-20
Investment related swahs
FXfoward = NetUnrealized Losses ’ $ - S (692,000)
© . RewenuefromInvestments ' - 740,000
Total : S : 3 - 3 48,000

NOTE G—RELATED PARTY TRANSACTIONS

Included in “Payable to related fiinds” is the net amount of $53,968,000 payable to Ordinary Capital
Resources (OCR) ($43,142,000 —'31 December 2009), and $4,863,000 ($4,349,000 — 31 December 2009)
payable to TASF. o e o S

The payable to OCR represents the amount of administrative ahd opérational expenses: allocated to ADF

B pending settlement while the payable to TASF represents portion of installment payments received from four
donors under ADF X that were allocated to the fourth regularized replenishment of TASF.
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N NOTE H—CONTRIBUTED RESOURCES v
As of 30 September 2010, contrlbutlons from 27 donor countries totallng $3 640, 660 000 were‘

committed for ADF X. Of these, $1,662,311,000 including amortized discount of $2,318,000, were .

received and made available for operational commitments. These were recorded in "Contnbuted
resources

In May 2010 the Board of Governors approved the transfer of $120 000 000 from OCR’s 2009
aIIocabIe net income to ADF. , ‘

In August 2010, the Board of Governors approved the reductron of Nauru s contrlbutlon to the fifth
replenishment (ADF VI) of the Asian Development Fund and second regularized replenishment of the
Technical Assistance Special Fund from $2,000,000 to $370,000. The reduction consisted of unpaid
balances from unencashed promlssory notes of $1, 130, 000 and unpaid receivable of $500,000.

.NOTE I—ADMINISTRATIVE EXPENSES AND ADMINISTRATION CHARGE

: Admrnlstratlve expenses represent admrnistratron charge from OCR which is an apportionment of aII
administrative expenses of ADB (other than those pertaining directly to ordinary and special operations) in
proportion to the relative volume of operatlonal activities of OCR and ADF.

NOTE J—GRANTS AND UNDISBURSED COMMITMENTS

The ADF IX mtroduced ﬁnancrng in the form of grants for the fi rst t|me Grants are recogmzed in the f nancnal
statements when the related grant is approved and becomes effective. During the period, 18 grants totaling
$397,000,000 (13 grants totaling $499,100,000 - 2009) were approved and 16 grants totaling $490,986,000
(22 grants totaling $579,430,000 — 2009) became effective, net of $2,624,000 write back of undisbursed
commitments for completed grant pro;ects Total undisbursed grant commitments represents effective

grants which have not been drsbursed
- NOTE K—FAIR VALUE MEASUREMENTS

ASC 820 defines fair value measurement to determine the price that would be received to sell an asset or
paid to transfer a liability at measurement date (exit price).in an orderly transaction ‘among willing
~ participants with an assumption that the transaction takes place in the entity’s principal market, the most
advantageous market for the asset or liability. The most advantageous market is the market where the -
sale of the asset or transfer of liability would maximize the amount received for the asset or minimize the -
amount paid to transfer the liability. The fair value measurement is-not adjusted for transaction.cost. - '

ASC 820 also establishes a fair value hierarchy that gives the highest priority to quoted prices in active
markets for identical assets or liabilities (Level 1), next priority to observable market inputs or market
corroborated data (Level 2), and the lowest priority to unobservable inputs without market corroborated
data (Level 3). ASC 820 requires the fair vaiue measurement to maxrmrze the use of market observable
_ mputs .
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" The fair value of the following financial assets of ADF as of 30 'Sep:tember 2010 and 31 December 2009
were reported based on the following: ’ A :

‘Fair Value Measurements -

Quoted Prices:in Significant

Active Markets for Significant Market Unobservable
Identical Assets ~ Obsenrvable inputs Inputs
30 September 2010 (Level 1) (Level 2) (Levei 3)
Assets ’ ' L o
Investments . )
Government or govit. guaranteed obligations $ 3687611000 $ 3,687611,000 $ - 3 -
Time deposits. ) o . 1,905,139,000 : S- 1,905,139,000 -
.- Corporate bonds A : 513,000. : - 513,000 : -
Securities purchased under Lo : : i e ) :
" resale arrangement : 187,199,000 - 187,199,000 o -
Total assets at fair value . .$ 5,780,462,000 $ 3,687,611,000 $ 2,092,851,000 '$ ' -
. Fair Value Measurements
Quoted Prices in, " Significant
Active Markets for ~ Significant Market Unobservable
Identical Assets ‘' Observable Inputs Inputs
o 31.December 2009 . (Level 1) (Level 2) "~ (Lewvel 3)
Assets oo
Investments o ' . .
' Government or govt. guaranteed obligations $ 3,728,364,000 $ 3,315132,000 $ 413,232,000 $ -
Time deposits. 1,749,561,000 - 1,749,561,000 -
Securities purchased under - , . ' » v
rasale arrangement . 185,395,000 ) ’ - J 1 85,395,600 ) . -
Total assets at fair value $ 5,663,320,000. $ 3,315 132,000 $ 2,348,188,000  $ -

lncluded in goverh'rhen't' or government guaranteed obligatiohs are sec'uritie's: amounting to $220,'2"1 3,000
priced by Euroclear in June 2010 and Bloomberg Valuation Services (BVAL) in September 2010. The
* securities were transferred from Level 2 to Level 1. , , g

~ See Notes C, D, E, and J 'fdr' discussions relating to investments, securities purchased under resale
arrangement, loans, and undisbursed commitments. In all other cases, the carrying amounts of ADF's
assets, liabilities, and fund balances are considered to approximate fair values for all significant financial

i_nstruments. _
NOTE L—HEAVILY INDEBTED!POOR COUNTRIES _(HIPC)_INITIATIVE '

In April 2008, the Board of Governors adopted the resolution on ProViding' Heavily Indebted Paoor Countries
(HIPC) Relief from Asian Development Fund Debt; for. ADB to participate in the HIPC debt relief initiative.

The HIPC debt relief initiative was launched in 1996 by the International Development Association (IDA)
and International Monetary Fund (IMF) to address the debt problems of heavily indebted poor countries to
~ensure that reform efforts in these countries are not put at risk due to their high external debt burden.
Under the HIPC debt relief initiative, all bilateral and multilateral creditors provide debt relief for countries
that demonstrated good policy performance over an extended period to bring their debt service burden to
sustainable level. As of 30 September 2010, Afghanistan is the only borrower that has requested and
qualified for HIPC debt relief (See Note E). . ‘ o
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NOTE M—SUBSEQUENT EVENTS

ADB has evaluated subsequent events after 30. September 2010 through the date these Condensed
Special Purpose Financial Statements are issued. As a result of this evaluation, there are no subsequent
‘events, as defined, that require recognition or disclosure in- the ADF’s Condensed Specnal Purpose Financial
- Statements as of 30 September 2010.
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. ASIAN DEVELOPMENT BANK-—-TECHNICAL ASSISTANCE SPECIAL FUND
) - CONDENSED STATEMENT OF FINANCIAL POSITION
' /30 September 2010 and 31 December 2009
-+ Expressed in Thousands of United States Doliars (Note B)

30 September R
(Unaudited) 31 December
| .:Ei,'.DUEfF'ROYM BANKS . e _ § 3014 o $ 2327
H INVESTMENTS (NotesCand H) ' : 351,837 320,069
*;‘sscumnss PURCHASED UNDER . , . ' '
RESALE ARRANGEMENT (Notes C, D, and H) _ S 18,516 8,005
. ACCRUED REVENUE- \ : ' . 64 27
: DUE FROM CONTRIBUTORS (Note G) . : 178,535 236,001
. ADVANCES FOR GRANTS AND _ :
OTHER ASSETS (Note E) . : 15,414 ‘ 15,869
3 TOTAL _ ) | s 567,380 o $ 582,388
LIABILITIES AND UNCOMMITTED BALANCES
: ':AQCOUNTS PAYABLE AND OTHER LIABILITIES (Note E) = $ 320 ' $ 835
'~',FT'UNDISBURSED COMMITMENTS (Note F) . | .,263.839 o 258,845
 UNCOMMITTED BALANCES (TASF-2), represented by: | | |
Unrestricted net assets ' _ ‘ 303,221 . 322,708
TOTAL - | ’ s se7380 R 582,388

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




ASIAN DEVELOPMENT BANK—TECHNICAL ASSISTANCE SPECIAL FUND
CONDENSED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
For the Nine Months Ended 30 September 2010 and 2009

" Expressed in Thousands of United States Dollars (Note B)

TASF-2'

2009

2010
(Unaudited) (Unaudited)
CHANGES IN UNRESTRICTED NET ASSETS
CONTRIBUTIONS (Note G) $ 40,952 $ 311,227
REVENUE v -
Froim investments (Note C) 1,710 2,029
From other sources’ 7 8
Total 42,669 313,262
. EXPENSES .
'Technical assistance—net (Note F) 74,583 65,640 -
Financial expenses .14 13
Total ' 74,597 65,653 ¢
CONTRIBUTIONS AND REVENUE (LESS THAN) IN EXCESS OF EXPENSES (31,928) 247,609 .
EXCHANGE GAINS 12,441 25513
(DECREASE) INCREASE IN NET ASSETS (19,487) 273,122
NET ASSETS AT BEGINNING OF PERIOD 322,708 102,707 -
$ 303,221 $ 375829

NET ASSETS AT END OF PERIOD

The accompanying notes are an integral part of these ‘ﬁ"nanciél statements (TASF-4).
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ASIAN DEVELOPMENT BANK—TECHNICAL ASSISTANCE SPECIAL FUND
CONDENSED STATEMENT OF CASH FLOWS

“For the Nine Months Ended 30 September 2010 and 2009 -

. " Expressed in Thousands of United States Dollars (Note B)

TASF-3

CASH FLOWS FROM OPERATING ACTIVITIES
'Contnbutlons received

Interest on investments received
Net cash (paid for) received from other actlvmes
Technical assistance disbursed

"Financial expenses paid

" Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
" Maturities of investments

Purchases of investments
Net payments for securities purchased under resale arrangement

- Net Cash Used in investing Activities

- Effect of Exchange Rate Changes on Due from-Banks

Net Increase in Due from Banks .

Due from Banks at Beginning of Period

Due frbm Banks at End of Period

2009

- 2010

(Unaudited) ~ (Unaudited)
$ 107,004 - $ 96,749
1,676 . 1,821

21 A
(69,110) (58,331)
(14) . (13)

39,535 40,247
6,047,093 7,677,656
(6,076,615) (7,689,608)
(9,486) (26,206)
(39,008) (38,158)
160 - (178)

687 © 1,81

2,327 1,692

$ 3014 - $ 3,603

The accompanying notes are an integral part of these financial statementé (TASF44). :
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'ASIAN DEVELOPMENT BANK—TECHNICAL ASSISTANCE SPECIAL FUND
NOTES TO CONDENSED FINANCIAL STATEMENTS

For the Nine Months Ended 30 September 2010 and 2009

(Unaudlted)

' NOTE A—INTERIM FINANCIAL INFORMATION S o

These unaudlted condensed interim fi nancxal statements should be read in conjunctlon with the 31
" December 2009 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 months ended
30 September 2010 and 2009 have been included. The results of operations for interim perlods are not
necessarily indicative of the results to be expected for the full year. ;

n August 2008, the Board of Governors adopted the resolution. provndlng for the ninth replenlshment of the

© Asian Development Fund (ADF X) and the fourth regularized replenishment of the TASF. In conjunction with -

the ADF replenishment, the resolution provides for a replemshment of the TASF to finance technical
assistance operations under the fund. Total replenishment size is SDR7,419,094,000, of ‘which
SDR2,657,960,000 will come from new donor contributions. Donors agreed to allocate 3% of the total -
replenishment size (equivalent to 8% of total donor contributions) to TASF. The replenishment became
effective on 16 June 2009. As of 30 September 2010, ADB received: instruments of contributions from 27
donors. with a total amount equwalent to SDR2 260,003,000, |nclud|ng quallﬁed contnbutlon amountlng to

v about SDR211,891, 000
NOTE B—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements are expressed in thousands. of current Unlted States dollars. The United States ¥
dollar is the functlonal and reportmg currency and is used to measure exchange galns and losses

The financial statements are presented on the basns of those for not-for-proﬁt orgamzatlons 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 accounting principles generally accepted in the United States of America requires
management to -make reasonable estimates and assumptions that affect the reported amounts of assets, **
liabilities and uncommitted balances as of the end of the period and the reported amounts of revenue and . -
' expenses dunng the period. The actual results could differ from those estimates. : - :

In December 2009, the Flnan0|al Accounting Standards Board (FASB) |ssued Acoountlng Standards

. ‘Update (ASU) 2009-16, “Transfers and Servicing (Topic 860) — Accounting for Transfers of Financial -
Assets.” This update addresses:the information that a reporting entity provides in its financial reports
about transfers. of financial assets including; the effects of a transfer on its financial position, financial
performance, and cash flows; and a transferor’s continuing involvement in transferred assets. This update
is applicable at the start of an entity’s first fiscal year beginning after 15 November 2009, or 1 January
2010 for entities reporting earnings on a calendar-year basis. Notes D and H provude the required
disclosures in compliance with this update.

In January 2010, the FASB issued ASU 2010-06, “Fair Value Measurements and Disclosures (Topic 820) -
Improving Disclosures about Fair Value Measurements." ASU 2010-06 amends ASC 820 to add .new -

disclosures requirements for transfers in and out of Levels 1 and 2 measurements and separate .

disclosures about gross purchases, sales, issuances, and settlements relating to Level 3 measurements..
It also.clarifies existing fair value disclosure requirements about the level of disaggregation and about -
" inputs and valuation techniques used to measure fair value. ASU 2010-06-is effective for the first interim -
or annual period beginning after 31 December 2009 except for the requirement to provide the Level 3
activity of gross purchases, sales, issuances and settlements, which will be effective for fiscal years .

‘beginning after 15 December 2010 and for ‘interim periods within those fiscal years. The application of . '
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continued

updates for'Levels 1 and 2 did not have'a material impact on TASF’s 30 September 2010 financial
statements. The impact of this update relating to Level 3 will be reflected starting with TASF’s 31 March

. 2011 financial statements.

" In February 2010, the FASB issued ASU 2010-09, “Subsequent Events (Topic 855) — Amendments to
Certain Recognition and Disclosure Requirements.” ASU 2010-09 reiterates that an SEC filer is required to

| evaluate subsequent events through the date that the financia ~statements are-issued and .removes. the

-+ _requirement for an SEC filer to disclose the date through which subsequent events have been evaluated. To
~'comply with this update, ADB issued a policy providing guidance on accounting for and disclesures of

“subsequent events applicable to:both ADB’s interim and annual financial statements. Note | provides the

reqUired_ disclosures in complianee‘with' this update. : :
NOTE C—INVESTMENTS

~ Investment securities and negotiable certificates’ of deposit held as of 30 September 2010 are considered

- “Available for Sale” and are reported at fair value, which represents their fair market value. Time deposits .
are recorded at cost, which is a reasonable estimate of fair value. Unrealized gains and losses are included
~in revenue from investments. S - : ,

Interest on investment securities and time deposits are recognized ‘as realized and reported net of
_amortizatyions, of premium and discounts.. - ‘ :

The annualized rate of return on the average investments held during the nine months er"\ded: 30 September
2010 including securities purchased under resale arrangement, based on the portfolio held at the beginning
and end of each month was 0.69% (0.91% —2009). - - » . : . SE

~ NOTE D--SECURITIES ‘PURCHASED UNDER RESALE ARRANGEMENT

* TASF accounts for the transfer of financial assets in accordance with ASC 860, “Transfers and Servicing.” In
~ general, transfers are accounted for as sales under ASC 860-when control over the transferred assets has
~ been relinquished. Otherwise, the transfers are accounted for as resale arrangements and collateralized
financing arrangements. Securities purchased under resale arrangement are recorded as assets and are

not re-pledged. -
~ _NOTE E—RELATED PARTY TRANSACTIONS '

" Included in “ADVANCES FOR GRANTS AND OTHER ASSETS” and “ACCOUNTS PAYABLE AND
OTHER LIABILITIES" are the following interfund balances: : : :

30 September 2010 31 December 2009

Receivable fron‘:l:_= S o c : :
Asian Development Fund : $ 4,863,000 = $ 4,349,000

Japan Special Fund ' o L 302,000 - - . -
i Regional Cooperation and Integration Fund 51,000 - T -
% Agency Trust Funds—net : : ' 168,000 177,000
fotal 7§ 5384000 $ 4526000
Payable to: : : : - o S o
Ordinary capital resources ' - $ .0 289,000 % - 231,000
Japan-Special Fund. - ANRE SERARTEAT E U - ' 1,000
~ Regional Cooperation and Integration Fund : - - - co 47,000
Total . s 289000 § 279,000

’ The receivable from ADF represents the fourth regula'rized replenishment of TASF out of the ADF X kcon'tribution.
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continued - '
. NOTE F—TECHNICAL ASSISTANC‘E,\ GRANTS AND U_NDISBURSED COMMITMENTS

Technical assistance (TA) and grants are recognized in the financial statements when the project is
approved and becomes effective. Upon completion or cancellation of a TA project, any undisbursed amount
is written back as a reduction in TA for the period and the corresponding undisbursed commitment is.
eliminated accordingly. During the nine months ended 30 September 2010, a nef amount of $8,431,000:
($10,255,000 — 2009) was written back as a reduction in TA. Total undisbursed commitments are:
denominated in United States dollars and represent effective TAs which have not been disbursed. ;

NOTE G—CONTRIBUTIONS.

With the effectivity of ADF X and the fourth regularized replenishment of TASF, contribution commitments
- from 27 donors totaling $288,470,000 were allocated to TASF. Of this amount, $170,081 ,000" was recorded . - -
as “DUE FROM CONTRIBUTORS” which are payable throughout the replenishment period of 2009-2012. '

Total contributions for .the nine  months ended 30 September 2010 comprise the fourth regularized. .
 replenishment of TASF amounting to $445,000, direct and voluntary contribution of India and Pakistan
- amounting to Rs20,000,000 ($437,000 equivalent) and $70,000, respectively, and allocation of $40,000,000
from OCR’s 2009 allocable net income. In addition, the fund received $64,710,000 from 26 donors as partof -
the fourth regularized replenishment of TASF . o - . i

" NOTE H—FAIR VALUE MEASUREMENTS

ASC 820 defines fair value measurement to determine the price that would be received to sell an asset or -
paid to transfer a liability at measurement date (exit price) in an orderly transaction among willing -
participants with an assumption that the transaction takes place in the entity’s principal market, the most
advantageous market for the asset or liability. The most advantageous market is the market where the -
sale of the asset or transfer of liability would maximize the amount received for the asset or minimize the
amount paid to transfer the liability. The fair value measurement is not adjusted for transaction cost.

- ASC 820 also establishes a fair value hierarchy that gives the highest priority to quoted prices in active ;
‘markets for identical assets or liabilities (Level 1), next priority to observable market inputs or market
corroborated data (Level 2), and the lowest priority to unobservable inputs without market corroborated
data (Level 3). ASC 820 requires-the fair value measurement to maximize the use of market observable "

inputs. ‘ :

The fairxvalue of the following financial ésseté of TASF as of 30 September 2010 and 31 December 2009
- were reported based on the following: ' : o :

Fair Value Measurements

Quoted Prices in .. Significant
Active Markets for . Significant Market ~ Unobservable -
_ Identical Assets.  Observable Inputs Inputs ;‘
30 September2010 (Level 1) (Level 2) (Level 3) f
Assets ’ ' ‘ ' :
Investments :
" Time deposits -$ 351,837,000 $ - § 351837000 $ -
Securities purchased under -
resale arrangement ' 18,516,000 ) - 18,516,000 ‘ ) -
Total assets at fair value . $ 370,353,000 $ - '$ 370,353,000 $ .

' US dollar equivalent at 30 September 2010 exchange rates.
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“continued

- FairValue‘Measurements . ]
Quoted Prices in -~ Significant
Active Markets for - Significant Market  Uncbservable
) Identical Assets  ~Observable inputs Inputs
: ‘ : .31 December 2009 (Level 1) - (Level2) - (Level 3) -
Assets :
" Investments o ; :
Time deposits . $ 320,069,000 $ - '§ 320,069,000 $ -
Securities purchased under ’ v -
resale arrangement 8,005,000 - 8,005000 -
Totalassets atfairvalue -~ $ 328,074,000 §$ - - § 328074000 $ -

See Notes C, D, and F for discussions relating to investments, securities purchased under resale
arrangement, and undisbursed commitments. In all other cases, the carrying amounts. of TASF’s assets, ~
liabilities, and fund balances are considered to approximate fair values for all significant financial
- instruments. o : T ' ‘

'NOTE I—SUBSEQUENT EVENTS o

ADB has evaluated subsequent events after-30 September 2010 through the date these Condensed
Financial Statements are issued. As a result of this evaluation, there are no subsequent events, as defined,
that require recognition or disclosure in the TASF's Condensed Financial Statements as of 30 September

2010.
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ASIAN DEVELOPMENT BANK—JAPAN SPECIAL FUND
CONDENSED STATEMENT OF FINANCIAL POSITION

30 September 2010 and 31 December 2009

Expressed in Thousands of United States Dollars (Note B)

JSF-1

30 September :
(Unaudited) 31 December
JSF JSF
Regular and Regular and
ACCSF  Supplementary Total - ACCSF Supplementary “Total”
ASSETS
DUE FROM BANKS $ . 570 $ 3,165 $ 3735 § 77 % 315 § . 392
INVESTMENTS (Notes C and G) 36,061 127,280 163,341 36,492 158,488 : 1§4,980
ACCRUED REVENUE 0 11 11 B 9 10
ADVANCES FOR GRANTS AND ‘
OTHER ASSETS (Note D)’ - . 3,446 3,446 - 3,321 3,314
- TOTAL' $ 36631 § 133902 § 170533 § 36570 § 162133 § 198,696
LIABILITIES AND UNCOMMITTED BALANCES
»ACCOUNTS PAYABLE AND _ . '
"OTHER LIABILITIES (Note D) $ - $ 418 $ - 418 $ 7% 211 $ 211
UNDISBURSED COMMITMENTS . :
- Technical assistance (Note E) - 81,956 81,956 - 94,081 94,081
TOTAL LIABILITIES' - 82,374 82,374 7 94,292 94,292
NET ASSETS (JSF-2) (Note F), represented by:

Uncommitted Balances _ - , _
Unrestricted - _ - 51,528 51,528 - 67,841 "~ 67,841
Temporanly restncted ' .28,199 - 28,199 28,199 - 28,199

28,199 51,528 79,727 . 28,199 67,841 96,040

Net Accumulated Investment Income ) . : _

Temporarily restricted 8,432 - 8,432 8,364 - . 8,364
' : ’ 36,631 . 51,528 88,159 36,563 67,841 - 104,404
TOTAL" $ 36631 $ 133902 § 170,533 § 36570 $ 1621133 § 198,696

0 = Less than $500.

- The accompanying notes are an integral part of these ﬁnanclal statements (JSF-4)

" Totals may not add up due to elimination of interfund account ($7,000 - 31 December 2009)
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ASIAN DEVELOPMENT BANK—JAPAN SPECIAL FUND

: CONDENSED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

For the Nine Months Ended 30 September 2010 and 2009 -
Expressed in Thousands of United States Dollars (Note B)

JSF-2

2009

2010 .
{Unaudited) {Unaudited)
JSF . JSF
‘Regular and Regular and
ACCSF  Supplementary Total ACCSF  Supplementary Total
CHANGES IN UNRESTRICTED NET ASSETS ,
'REVENUE FROM INVESTMENTS (Note C) $ - § 200 § 291 § - § 1243 $ 1243
REVENUE FROM OTHER SOURCES' ’ 0 13 13 - (143) (143)
NET ASSETS REVERTED TO TEMPORARILY ' j
RESTRICTED ASSETS : - - - (223) - (223)
Total - 0 304 304 (223) 1,100 877
. EXPENSES B
Technical assistance—net (Note E) - 16,169 16,169 (223) 95251 - 25028
Administrative expenses - 446 446 - 1,019 1,019
Financial expenses - - 0 0 - 0 0
. Total w - 16,615 16,615 . (223) 26,270 26,047
REVENUE'|N EXCESS OF (LESS THAN) EXPENSES 0 (16,311)  (16311) - (25170)  (25170)
EXCHANGE LOSSES : : - (2): @ - (20 (20)
INCREASE (DECREASE) IN UNRESTRICTED NET ASSETS 0 (16,313) _ (16.313) - (25190) _ (25.190)
' CHANGES IN TEMPORARILY RESTRICTED NET ASSETS
"REVENUE FROM INVESTMENTS AND OTHER SOURCES 68 - 68 144 . 144
'NET ASSETS REVERTED TO TEMPORARILY L .
_ RESTRICTED ASSETS , - - ~ 223 - 223
INCREASE IN TEMPORARILY RESTRICTED NET ASSETS 68 - 68 367 — 367
INCREASE (DECREASE) IN NET ASSETS . 68 (16313)  (16,245) 367 (25190)  (24,823)
NET ASSETS AT BEGINNING OF PERIOD 36,563 67,841 104,404 36,186 105,930 142,116
NET ASSETS AT END OF PERIOD $36631 ¢ 51,528 ¢ 86150  $36553 § 80740  §117,203

0= Less than $500.

The accompanying notes are an |ntegra| part of these fi nancual statements (JSF-4).



JSF-3

ASIAN DEVELOPMENT BANK—JAPAN SPECIAL FUND
CONDENSED STATEMENT OF CASH FLOWS K
For the Nine Months Ended 30 September 2010 and 2009
Expressed in Thousands of United States Dollars (Note B)

2010 ' 2009
{Unaudited) . - . s (Unaudited)
JSF ) ) JSF.
g - . g . , .. Regular and ~ Regular and
- . o ACCSF Supplementary Total - ACCSF Supplementary Total
CASH FLOWS FROM OPERATING ACTIVITIES R : g _ S
Interest on investments received C SR 69" .$ 289 ' $ 358 § 224+  $ 1383 $ 1,604
Technical assistance disbursed ’ = A7) . (28,043) (285050) . (42)  {29,921) (29,963)
Administrative and financial expenses paid T - (614) (614) - (1,102) (1,102)
Net cash received from other sources 0 ) 10 . 10 0 .15 15
Net Cash Provided by (Used in) Operatlng Acthltles o 62 (28,358) . ' (28,296) 179 (29.625) (29,446)
~ CASH FLOWS FROM INVESTING ACTIVITES R . , o
- Maturities of investments 1,369,376 2,952,092 4,321,468 . 849,076 4,423,764 . 5,272,840
Purchases of |nvestments - (1,368,945)  (2,920,884)  (4,289,829) (848,902)  (4,391,748) = (5,240,650) .
Net Cash Provided by Investing Activities 431 31208 31,639 174 32016 . 32190
- Effect of Exchange Rate Changes on Due from Banks . Lo 0 0 = 0 0
Net Increase in Due from Banks o . 493 2,850 3,343 353 2,391 2,744
Due from Banks at Beginning of Period o 77 315 392 224 489 713
Due from Banks at End of Period _ § 570§ 3165 § 3735 § 577 § 2880 $ 3457

0 = Less than $500.
The accompanying notes are an integral part of these fi nancxal statements (JSF-4)
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ASIAN DEVELOPMENT BANK—JAPAN SPECIAL FUND
NOTES TO CONDENSED FINANCIAL STATEMENTS
" For the Nine Months Ended 30 September 2010 and 2009
- (Unaudited) '

- NOTE A—INTERIM FINANCIAL INFORMATION -

~ These unaudited condensed interim financial statements should be read in conjunction with the 31
- December 2009 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 months ended

30 September 2010 and 2009 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 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 accounting principles generally accepted in the United States of America requires management to

~make reasonable estimates and assumptions that affect the reported amounts of assets and liabilities and
"disclosure of contingent liabilities as of the end of the period and the reported amounts of income and
expenses during the period. The actual results could differ from those estimates.

In January 2010, the FASB issued ASU 2010-06, “Fair Value Measurements and Disclosures ( Topic 820)
— Improving Disclosures about Fair Value Measurements.” ASU 2010-06 amends ASC 820 to add new
disclosures requirements for transfers in and out of Levels 1 and 2 measurements and separate
disclosures about gross purchases, sales, issuances, and settlements relating to Level 3 measurements.
It also clarifies existing fair value disclosure requirements about the level of disaggregation and about
inputs and valuation techniques used to measure fair value. ASU 2010-06 is effective for the first interim
‘or annual period beginning after 31 December 2009 except for the requirement to provide the Level 3

~activity of gross -purchases, sales, issuances and settlements, which will be effective for fiscal years
beginning after 15 December 2010 and for interim periods within those fiscal years.. The application of
updates for Levels 1 and 2 did not have a material impact on JSF's 30 September 2010 financial
statements. The impact of this update relating to Level 3 will be reflected starting with JSF’s 31 March
2011 financial statements. : : S '

In February 2010, the FASB issued ASU 2010-09, “Subsequent Events (T opic 855) — Amendments to
Certain Recognition and Disclosure Requirements.” ASU 2010-09 reiterates that an SEC filer is required
to evaluate subsequent events through the date that the financial statements are issued and removes the
requirement for an SEC filer to disclose the date through which subsequent events have been evaluated.
To comply with this update, ADB issued a policy providing guidance on accounting for and disclosures of
subsequent events applicable to both ADB's interim and annual financial statements. Note H provides the
required disclosures in compliance with this update.

' NOTE C—INVESTMENTS
+ . Investment securities'and negdtiable' certificates of deposit held as of 30 September 2010 are considered
- “Available for Sale” and are reported at fair value, which represents their fair market value. Time deposits

- are recorded at cost, which is a reasonable estimate of fair value. Unrealized gains and losses are included
in revenue from investments. ' S ‘
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continued

“Interest on investment securities and time deposits are recognized as realized and reported, net of
amortlzatlons of premlums and dlscounts

The annuallzed rates of retum on the average mvestments held under. ACCSF and JSF durmg the nine
months ended 30 September 2010, based on the portfolio held at the beginning and end of each month,
were 0. 25% and 0. 27%, respectlvely (0 66% and 0.91%, respectrvely 2009) o

- NOTE D—RELATED PARTY TRANSACTIONS
- The OCR and special fund reSources are at all times used, committed; and invested entirely.separate from .
each other. The administrative and operational expenses pertaining to-JSF are settied on a regular basis

with OCR and other funds. Regional technical assrstance projects and programs may be combined activities
- financed by special and trust funds. -

Included in “ADVANCES FOR GRANTS AND OTHER ASSETS’ and “ACCOUNTS PAYABLE AND4
OTHER LIABILITIES" are the follownng interfund balances: : '

' 30 September 2010 31 December 2009

Amounts Receivable by:

JSF from:" ACCSF '$ - % - 7,000
: TASF S Lo - : 1,000
Agency Trust Funds—net . = - 16,000 , -
Total S : $ 16,000 $ . 8,000

Amounts Payable by:

JSF to: OCR - : % 100,000 - $ 115,000

- - TASF T ‘ 302,000 ‘ ‘ -

X Agency Trust Funds—net ' - - 1,000
Total Sl 8. 402,000 $ 116,000
'ACCSFto: JSSF 8 - $ 7000

NOTE E—TECHNICAL ASSISTANCE AND UNDISBURSED COMMITMENTS

Technical assistance (TA) is recogmzed in the fi nancral statements when the project is approved and o

becomes effective. Upon completion of a TA project or cancellation of a grant, any undisbursed amount is *
~written back as a reduction in TA for the period and the corresponding undisbursed commitment is
eliminated accordingly. During the nine months ended 30 September 2010, an amount of $7,160,000 -
($3,812,000 - 2009) was thus written back as a reduction in TA. None of these amounts corresponded to
ACCSF. Total undisbursed commitments are denominated in Umted States dollars and represent effectlve l

v TA that have not been dlsbursed
NOTE F—CONTRIBUTIONS AND TEMPORARILY RESTRICTED NET ASSETS o
Contnbutrons recelved for specific TA projects/programs are classified as temporanly restricted support. As -

of 30 September 2010, the remaining- temporarily - restricted uncommltted balance pertains to ACCSF'_
amountlng to $28,199,000 ($28 199, OOO ‘31 December 2009). :
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.continued
NOTE G—FAIR VALUE MEASUREMENTS

~ ASC 820 defines fair value measurement to determine the price that would be received to sell an asset or
paid to transfer a liability at measurement ‘date. (exit price) in an -orderly. transaction among willing
participants with an-asstumption that the transaction takes place in the entity’s principal market, the most .
- advantageous market for the asset. or liability. The most advantageous market is the market where the
_sale of the asset or transfer of liability would maximize the amount received for the asset or minimize the
amount paid to transfer the liability. The fair value measurement is not adjusted for transaction-cost.

~ ASC 820 also establishes a fair value hierarchy that gives the highest priority to quoted prices. in active

markets for identical assets or liabilities (Level. 1), next priority to observabie market inputs or.market -
corroborated data (Level 2), and the lowest priority to unobservable inputs without market corroborated.
data (Level 3). ASC 820 requires the fair value measurement to maximize the use of market observable .

~inputs. L o

‘The fair valde of the foliowing ﬁnéhcial assets of JSF as of 30 Septembér 2010 and 31 December 2009 |
were reported based on the following: — o

. Fair Value Measurements

Quoted Prices in *  Significant
Active Markets for - Significant Market = Unobservable
: ] » Identical Assets = Observable Inputs Inputs
30 September2010 . (Level 1) (Level2)  (Lewel3)
Assets - ’ s :
. Investments v o
- Time deposits $ 163,341,000 $ ‘ - $ 163341000 $ -
Fair Value Measurements
Quoted Prices in . Significant
Active Markets for  Significant Market Unobservable
Identical Assets Observable Inputs Inputs
31December2009  (Lewel1) (Level 2) (Level 3)
Assets ' ' ‘
“Investments . o : . :
Timedeposits ~~ ~$ 194,980,000 $ © — $ 194980000 $ . - -

- .See Notes C and E for discussions relating to investments and: undisbursed. oorﬁrhi'trhedts_. In all other
‘cases, the carrying amounts of JSF’s assets, liabilities, and fund balances are considered o approximate
fair values for all significant financial instruments. IR '

 NOTE H—SUBSEQUENT EVENTS

:  ADB 'has.evaluavted subsequent events after 30 September 2010 through: the date these C.ondensed

' Financial Statements are issued: As a-resuit of this evaluation, there are no subsequent events, as defined,

. that require recognition or disclosure in the JSF's Condensed Financial Statements.as of 30 September .
2010. - ' T ' R : :
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ASIAN DEVELOPMENT BANK—ASIAN DEVELOPMENT BANK INSTITUTE SPECIAL FUND -

CONDENSED STATEMENT OF FINANCIAL POSITION
30 September 2010 and 31 December 2009 _
Expressed in Thousands of United States Dollars (Note B)

~ ADBISF-1

$ 11,947

N © 30 September
. (Unaudited) 31 .December
ASSETS

'DUE FROM BANKS '$ 990 $ . 453
SECURITIES PURCHASED UNDER

RESALE ARRANGEMENT (Notes C, D, and E) . 8,123 2,055
PROPERTY, FURNITURE, AND EQUIPMENT 127 177
DUE FRE)M CONTRIBUTORS - 8,038
OTHER ASSETS 2,707 © 2,460

TOTAL s Rk 047 ‘ s 13,183

LIABILITIEE ANE UNCOMMITTED BALvAF'\ICES’-

ACCOUNTS PAYABLEAND OTHER LIABILITIES ' $ . 6,191 $ 5,921
UNCOMMITTED BALANCES (ADBISF-2) : :

Unrestricted net assets 5,756 7,262

TOTAL $ 13,183 l

The accompanying notes arean integral part of these financial statements (ADBISF-4).
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~ ASIAN DEVELOPMENT BANK—ASIAN DEVELOPMENT BANK INSTITUTE SPECIAL FUND

CONDENSED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
For the Nine Months Ended 30 September 2010 and 2009
Expressed in Thousands of United States Dollars (Note B)

ADBISF-2

2010

2009

(Unaudited) {Unaudited)
" CHANGES IN UNRESTRICTED NET ASSETS
CONTRIBUTIONS (Note F) | $ '$ -
REVENUE
" . From rental (Note G) _ 355
From investments (Note C) : 7
From other sources—net ' 2
Total . : 8,747 - 364
EXPENSES
Administrative expenses . $ 7,940 $ 7,817
Program expenses : i 3,192 11,132 3,520 11,337
CONTRIBUTIQNS AND REVENUE
LESS THAN-EXPENSES {2.385) (10,973)
EXCHANGE GAINS (LOSSES)—NET . - (255)
'f'RANSLATION ADJUSTMENTS _ (337)
' DECREASE IN UNRESTRICTED NET ASSETS T (1,508) (11,565)
NET ASSETS AT BEGINNING OF PERIOD . 7,262 15,723 -,
. NET ASSETS AT END OF PERIOD - o _ $ 5756 $ 4158

The accompanying notés are an integral pait 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 Months Ended 30 September 2010 and 2009

Expressed in Thousands of United States Dollars (Note B)

ADBISF-3

2010 2009
(Unaudited) (Unaudited)
'CASH FLOWS FROM OPERATING ACTIVITIES , o _ N e
Contributions received- E R : : $ 16,323 '$ 7,871
interest on investments received S . ' 3 S 7
Expenses paid - _ -7 (11,046), (11,278) -
Others—net . : - , : . 626 (102)
Net Cash Provided by (Used in) Operating A(':tivitie_s S ‘ - » 5,906 (3,298) ‘
CASH FLOWS FROM INVESTING ACTIVITIES v
Net (payments for) receipts from securities purchased under resale arrangement (5,242) 3123
Effect of Exchange Rate Changgs on Due from Banks (1 27) 56
Net Increase'(Decrea'se) in Due from Banks = v : - . .. 837 ©-(119)
Due from Banks‘ at Beginning of Period a8 ) d : © 453 - 304
$ 185

' Due from Banks at End of Period ‘ , $ .990

i

"The accompanying notes are an integral-part of these financial statements (AD'BISF-4){
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" ASIAN DEVELOPMENT BANK—ASIAN DEVELOPMENT BANK INSTITUTE SPECIAL FUND
. NOTES TO CONDENSED FINANCIAL STATEMENTS - : :

* For the Nine Months Ended 30 September 2010 and 2009 -
(Unaudited)

NOTE A-F—INTERIM FINANCIAL INF_ORMATION

" These unaudited condensed interim’ financial statements should be read in conjunction with the 31
" December 2009 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 months ended
30 September 2010 and 2009 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, contributions from Japan and
. Australia have been received. Australia became the second donor of the Institute, making its first
‘contribution in June 2010. 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 accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent liabilities as of the end of the period
and the reported amounts of income and expenses during the period. The actual results could differ from
those estimates. : '

~In December 2009, the Financial Accounting Standards Board (FASB) issued -Accounting Standards
~ Update (ASU) 2009-16, “Transfers and Servicing (Topic 860) — Accounting for Transfers of Financial
. Assets.” This update addresses the information that a reporting- entity provides. in its financial reports
~ “about transfers of financial assets including; the effects of a transfer on its financial position, financial
- performance, and cash flows; and a transferor’s continuing involvement in transferred assets. This update
" is applicable at the start of an entity’s first fiscal year beginning after 15 November 2009, or 1 January
2010 for entities reporting earnings on a calendar-year basis. Notes D and E provide the required
disclosures in compliance with this update. : -

in January 2010, the FASB issued ASU 2010-06, “Fair Value Measurements and Disclosures (Topic 820)
~ — Improving Disclosures about Fair Value Measurements.” ASU 2010-06 amends ASC 820 to add new
- disclosures requirements for transfers in and out of Levels 1 and 2 measurements and separate

‘disclosures about gross purchases, sales, issuances, and settlements relating to Level 3 measurements.
‘It also clarifies existing fair value disclosure requirements about the level of disaggregation and about
inputs and valuation techniques used to measure fair value. ASU 2010-06 is effective for the first interim
or annual period beginning after 31 December 2009 except for the requirement to provide the Level 3
~ ‘activity of gross purchases, sales, issuances and settlements, which will be effective for fiscal years
. beginning after 15 December 2010 and for interim periods within those fiscal years. The application of

“updates for Levels 1 and 2 did not have a material impact on ADBISF's 30 September 2010 financial
statements. The impact of this update relating to Leve! 3 will be reflected starting with ADBISF’s 31 March
2011 financial statements. ' o o

. In February 2010, the FASB issued ASU 201 0-09, “Subsequent Events (Topic 855) — Amendments to
" Certain Recognition and Disclosure Requirements.” ASU 2010-09 reiterates that an SEC filer is required '
" to evaluate subsequent events through the date that the financial statements are issued and removes the
requirement for an SEC filer to disclose the date through which subsequent events have been evaluated.
To comply with this update, ADB issued a policy providing guidance on accounting for and disclosures of
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continued

subsequent events appllcable to both ADB s mtenm and annual financial statements Note H provides the
requrred disclosures in comphance with this update.

NOTE C—INVESTMENTS

All mvestment securities held by the Institute are reported at estlmated fair value, with realized and
unrealized gains and losses included in revenue. Estimated fair value generally represents market value.

. The annualized rate of return on the average investments held during the nlne months ended 30 Septemberi
" 2010 including receivable for securities purchased under resale arrangement, based on the portfolio held at,
. the beginning and end of each month mcludmg unreallzed gams and Iosses was 0 06% (0.08% — 2009).

NOTE D—SECURITIES PURCHASED'UNDER RESALE ARRANGEMENTS

The Institute accounts for transfer of financial assets in accordance with ASC 860, “Transfers and’
Servicing.” In general, transfers are accounted for as sales under ASC 860 when control over the
transferred assets has’ been relmqurshed ‘Otherwise, the fransfers” are accounted for as resale -
arrangements and collaterallzed financing arrangements. Securities purchased under resale arrangement -

are recorded as assets and are not re-pledged
NOTE E—FAIR VALUE MEASUREMENTS

ASC 820 defines fair value measurement to determme the prlce that would be recelved to sell an asset or
paid to transfer a liability at measurement date (exit price) in an orderly transaction among willing
. participants with an assumption that the transaction takes place in the entity’s- prmcrpal market, the most
advantageous market for the asset or liability. The most advantageous market is the market where the’ -
sale of the asset or transfer of liability would maximize the amount received for the asset or minimize the
amount paid to transfer the liability. The fair value measurement is not adjusted for transactlon cost

ASC 820 also establishes a fair value hlerarchy that gives the hlghest priority to quoted prices in active’

- markets for identical assets or liabilities (Level 1), next priority to observable market inputs or market

corroborated data (Level 2), and the lowest priority to unobservable inputs without market corroborated
" data (Level 3). ASC 820 reqwres the fair value measurement to maximize the use of market observable

inputs.

The fair value of the following fi nancnal assets of ADBISF as of 30 September 2010 and 31 December L
2009 were reported based on the followrng

Fair Value Measurements

Quoted Prices in - _ Significant
Active Markets for . Significant Market - Unobservable .
_ - Identical Assets Observable Inputs Inputs
30 September2010  (Level1) (Level2) . (Lewel3)
Assets B o C
V Securities purchased under o
" resale arrangement $ 8123000 ‘§ . - 3 8,123,000 §$ -
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| continued

o Fair Value Measurements .
Quoted Prices in. : ~ ‘Significant
- Active Markets for  Significant Market ~ Unobservable
‘ _ Identical Assets = Observable Inputs inputs
i 31 December 2009 (Level 1) (Level 2) (Level 3)
. Assets : ' ' , : : | ; : :
Securities ‘purchased under : o
resale arrangement $  2,055000 $ : - § . 2055000 § - _ -

See Notes C and D for discu'ssioné relating to .investments and securities purchased under resale
arrangement. In all other cases, the carrying amounts of ADBISF’s assets, liabilities, and fund balances are
considered to approximate fair values for all significant financial instruments.

NOTE F—CONTRIBUTIONS

In June 2010, the Govemments of Australia and Japan committed its 1st and 15th coniributions to the
Institute, respectively. . Lo

NOTE G—REVENUE

" Revenue from rental consists of stjblease‘ rental incomé totaling '$375',000‘($355,0‘00 — 2009) received |
5 according to a space sharing agreement with the Japan Representative Office of ADB. ‘
NOTE H—SUBSEQUENT EVENTS '

The Institute has evaluated subsequent events after 30 September 2010 through the date these Qondensed
Financial Statements are issued.: As a result of this evaluation, there are no subsequent events, as defined,
that require recognition or disclosure in the ADBISF's Condensed Financial Statements as of 30 September

2010. : _ : S
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ASIAN DEVELOPMENT BANK—ASIAN TSUNAMI FUND

: CONDENSED STATEMENT OF FINANCIAL POSITION
30 September 2010 and 31 December 2009
Expressed in Thousands of United States Dollars (Note B)

 ATF-

30 September :
(Unaudited) 31 December
~ ASSETS |

DUE FROM BANKS $ 10,820 _' $ '449
INVESTMENTS (Notes C and F) 43,524 97._8‘96 :
ACCRUED REVENUE ' - 2
ADVANCES FOR GRANTS 8,045 23,565

TOTAL s e_sz;sao $ 121912

LIABILITIES AND UNCOMMITTED BALANCES .

ACCOUNTS PAYABLE AND OTHER LIABILITIES (Note D) $ 246 $ 597
UNDISBURSED COMMITMENTS (Note E) ‘ » 58,682 116,784
UNCOMMITTED BALANCES (ATF-2), represented b);: :

Unrestricted net assets 3,461 B 4,531

62,389 $ 121912

"~ TOTAL

The accompanying notes are an ihtegr'al part of these financial statements (ATF-4).
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ASIAN DEVELOPMENT BANK—ASIAN TSUNAMI FUND
CONDENSED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
For the Nine Months Ended 30 September 2010 and 2009

" Expressed in Thousands of United States Dollars (Note B)

ATF-2

2010

2009

. NET ASSETS ATEND OF PERIOD R

~ (Unaudited) {Unaudited)
' CHANGES IN UNRESTRICTED NET ASSETS
REVENUE ) _ -
From investments (Note C) : ' , $ 126 . 8 1,136
From other sources - 3 : (306)
~ Total 129 830
' EXPENSES -
Administrative expenses (Note D) 1,161 1,556
Financial expenses 1 1
" Total 1,162 1,557
- REVENUE LESS THAN EXPENSES _ ‘ (1,033) (727) -
TRANSFER TO ASIA PACIFIC DISASTER RESPONSE FUND - (40,000)
- NET EXCHANGE LOSSES (37) (67)
DECREASE IN NET ASSETS (1,070) (40,794)
NET ASSETS AT BEGINNING OF PEE!OD . 4,531 - 46,387
3,461 $ 5,593

The accombanying 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 Months Ended 30 September 2010 and 2009
Expressed in Thousands of United States Dollars (Note B)

ATF-3

CASH FLOWS FROM OPERATING ACTIVITIES
Interest on investments received .
Grants/Technical assistance disbursed
Transfer to Asia Pacific Disaster Response Fund
Administrative and financial expenses paid
Net cash received from (paid for) other activities

* Net Cash Used in Operating Activities
CASH FLOWS FROM INVESTING ACTIVITIES
Maturities of investments ’ .
Purchases of investments -
Net Cash Provided by Investing Activities
Net Ihcrease in Dﬁe from Banks

Due from Banks at Beginning of Period '

Due from Banks at End of Period

2010
{Unaudited)

$ 128 -
(42,690)

(1,442)
3

(44,001)
8,047,267
(7.992,895)
54,372
10,371
449

S 10820

2009 - .

(Unaudited)

$ 2036
(62,069)
(40,000)

(2,008)

~ (309) -

(102,346)

7,836,321

(7.723,045)

113,276
10,930

383

S 11313

The accompanying notes are an integral part qf these financial statements (ATF-4).
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ASIAN DEVELOPMENT BANK—ASIAN TSUNAMI FUND

NOTES TO CONDENSED FINANCIAL STATEMENTS

" For the Nine Months Ended 30 September 2010 and 2009
(Unaudited) ’ : :

NOTE A—INTERIM FINANCIAL INFORMATION

These unaudited condensed interim financial statements should be read in conjunction with the -31
" December 2009 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 months ended
30 September 2010 and 2009 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 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 accounting principles generally accepted in the
. United States of America requires management to make reasonable estimates and assumptions that affect
~_the reported amounts of assets, liabilities and uncommitted balances as of the end of the period and the

‘reported amounts of revenue and expenses during the period. The actual results could differ from those

estimates.

In January 2010, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update
~ (ASU) 2010-08, “Fair Value Measurements and Disclosures (Topic 820) — Improving Disclosures about Fair
" Value Measurements.” ASU 2010-06 amends ASC 820 to add new disclosures requirements for transfers in
and out of Levels 1 and 2 measurements and separate disclosures about gross purchases, sales,
- issuances, and settlements relating to Level 3 measurements. It also clarifies existing fair value disclosure
requirements about the level of disaggregation and about inputs and valuation techniques used to' measure
. fair value. ASU 2010-06 is effective for the first interim or annual period beginning after 31 December 2009
except for the requirement to provide the Level 3 activity of gross purchases, sales, issuances and
settlements, which will be effective for fiscal years beginning after 15 December 2010 and for. interim
"periods within those fiscal years. The application of updates for Levels 1 and 2 did not have a material
~impact on ATF's 30 September 2010 financial statements. The impact of this update relating to Level 3 will
be reflected starting with ATF’s 31 March 2011 financial statements. ‘

In February 2010, the FASB issued ASU 2010-09, “Subsequent Events (Topic 855) — Amendments to
Certain Recognition and Disclosure Requirements.” ASU 2010-09 reiterates that an SEC filer is required to
evaluate subsequent events through the date that the financial statements are issued and removes the
requirement for an SEC filer to disclose the date through which subsequent events have been evaluated. To
comply with this update, ADB issued a policy providing guidance on accounting for and disclosures of
subsequent events applicable to both ADB'’s interim and annual financial statements. Note G provides the
required disclosures in compliance with this update.

" NOTE C—INVESTMENTS

Investment securities and negotiable certificates of deposit held as of 30 September 2010 are considered
“Available for Sale” and are reported at fair value, which represents their fair market value. Time deposits
 are recorded at cost, which is a reasonable estimate of fair value. Unrealized gains and losses are included
' in revenue from investments. ( : C
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continued

vlnterest on mvestment securities and time deposits are recognlzed as. realized and reported net of
amortlzatlons of premlum and dlscounts : . ,

The annualized rate of return on the average investments heId dunng the nine months ended 30 September;"_
2010, based on the portfoho heId at the begmnlng and end of each month, was 0.24% (0. 78% — 20009).

NOTE D—RELATED PARTY TRANSACTIONS

The OCR and special fund resources are at all times used, committed, and invested entirely separate from
each other. The administrative and operational expenses.pertaining to ATF are settled on a regular basis
with -OCR and the other funds. Regional technical assistance projects and programs may be combined
activities financed by special and trust funds. ADB charges a service fee to cover ADB's cost for the
administration, management, supervision and operation of the ATF. The service fee is currently 2% of the
amount disbursed for technical assistance and investment projects. As of 30 September 2010, $246,000
($590 000 — 31 December 2009) was payable to OCR which is included in “ACCOUNTS PAYABLE AND

OTHER LIABILITIES ?
- NOTE E—TECHNICAL ASSISTANCE GRANTS AND UNDISBURSED COMMITMENTS

Technical assistance (TA) and grants are reoognlzed in the fi nancxal statements when the project is
approved and becomes effective. Upon completion of the TA project or cancellation of a grant, any

undisbursed amount is written back as a reduction in TA or grants for the period and the corresponding *
undisbursed commitment is eliminated accordingly. There were no grants which became effective or -
completed/cancelled durmg the penods ended 30 September 2010 and 2009 .

Total undisbursed commitments are denominated in United States dollars and represent effectlve grants
which have not been disbursed. : '

NOTE F—FAIR VALUE MEASUREMENTS

. ASC 820 defines fair value measurement to determine the price that would be received tosell an asset or
paid to transfer a liability at measurement date (exit price) in an orderly transaction among willing
participants with an assumption that the transaction takes place in the entity’s principal market, the most -

~advantageous market for the asset or liability. The most advantageous market is the market where the
sale of the asset or transfer of liability would maximize the amount received for the asset or minimize the
amount paid to transfer the liability. The fair value measurement is not adjusted for transaction cost.

ASC 820 also establishes a fair value hlerarchy that gives the highest prlonty to quoted prices in active
markets for identical assets or liabilities (Level 1), next priority to observable market inputs or market
corroborated data (Level 2), and the lowest priority to unobservable inputs without market corroborated
data (Level 3). ASC 820 requires the fair value measurement to maximize the use of market observable

inputs.
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‘ contrnued

| :The fair value of the following financial assets of ATF as of 30 September 2010:and 31 December 2009-
were reported based on the following:

-

Falr Value Measurements

Quoted Pricesin S Significant

" Active Markets for  Significant Market Unobservable
: Identical Assets’ ~ Observable Inputs - “Inputs
30 September 2010 - (Level?) - (Lewel2) - (Lewel 3) .
 Assets’ | ‘ '
' Investments : o - ,
Timedeposits <~ . - . $ .43524000 '$ . - $ 43524000 $ V -
Fair Value Measurements
Quoted Prices in - Signiificant
Active Markets for  Significant Market Unobservable
L , Identical Assets. ' Observable Inputs "~ Inputs
, 31 December 2009 (Level 1) (Lewel 2) . (Level 3)
Assets : ' I :
investments o , _ : .
Time deposits D 9_7,896‘,000 $ - § 97,896,000 $ -

~ See Notes C and E for dlscussrons relatlng to investments and undisbursed commrtments In all other
~ cases, the carrying amounts of ATF’s assets; liabilities, and fund balances are consrdered to approxrmate
' fair values for all S|gn|f' icant financial instruments. . ;

| NOTE G—SUBSEQUENT EVENTS

 ADB has evaluated subsequent events after 30 September 2010 through the date these Condensed
Financial Statements are issued. As a result of this. evaluation, there are no subsequent events, as f
~ defined, that require- recognltron or dlsclesure in .the ATF’s Condensed Financial Statements as of 30

, September 2010.

70



PEF-1

ASIAN DEVELOPMENT BANK—PAKISTAN EARTHQUAKE FUND -
CONDENSED STATEMENT OF FINANCIAL POSITION: : ‘
30 September 2010 and 31 December 2009

Expressed in Thousands of United States Dollars (Note B)

' 30 September

{Unaudited) _ 31 December
ASSETS
- DUE FROM BANKS .8 8180 ' '3 5651
INVESTMENTS (Notes C and G) o ‘ . 25185 © . 49,195
ACCRUED REVENUE S _ ‘ 44 59 .
ADVANCES FOR GRANTS R , . : 7,135 o 3,007
TOTAL SR . $ 40544 s 52812
. LIABILITIES AND UNCOMMITTED BALANCES
ACCOUNTS PAYABLE AND OTHER LIABILITIES (Note D) ' $ 10 $ 52
UNDISBURSED COMMITMENTS (Note E) 36,931 49,446
UNCOMMITTED BALANCES (PEF-2), represented by; - - : : } . .
Unrestricted net assets 3603 3,314
TOTAL f e $ 4054 . § 52812

The accompanying notes are an integral part of these financial statements (PEF-4).
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. ASIAN DEVELOPMENT BANK—PAKISTAN EARTHQUAKE FUND . ,
 CONDENSED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
~For the.Nine Months Ended 30 September 2010 and 2009

" Expressed in Thousands of United States Dollars (Note B)

PEF-2

2009

12010
(Unaudited) (Unaudited)
CHANGES IN UNRESTRICTED NET ASSETS
REVENUE ' _
From investments (Note C) , $ . 943 $ 1,780
From other sources . 131 . 70
Total , ‘ o 1,074 1,850
ﬂ EXPENSES D
Administrative and financial expenses o ' 251 " 203
REVENUE IN EXCESS OF EXPENSES - - 823 1,647
NET EXCHANGE LOSSES ‘ (534) (702)
INCREASE INNET ASSETS - _ = 289 945
NET ASSETS AT BEGINNING OF PERIOD N - 3314 2,203
$ 3,148

" NET' ASSETS AT END OF PERIOD $ 3,603

The accempanying notes are an integrel part of these ﬁnancial statements (PEF-4).
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ASIAN DEVELOPMENT BANK—PAKISTAN EARTHQUAKE FUND
CONDENSED STATEMENT OF CASH FLOWS

. ‘For the Nine Months Ended 30 September 2010 and 2009
Expressed in Thousands of United States Dollars (Note B)

PEF-3

CASH FLOWS FROM OPERATING ACTIVITIES
" Contributions received -
Interest on investments received
Net cash received from other sources
Grants and technical assistance disbursed
Administrative and financial expenses paid

Net Cash Used in Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Maturities of investments
Acquisition of investments

Net Cash Provided by Investing Adﬁviﬁés' k

Effecf of Exchange Rate Changes on Due from B_ahks'

Net Increase in Due from Banks

Due from Banks at Beginning of Period

Due from Banks‘at End of Period

g L

$

2010

- (Unaudited)

955

131
(16,644)
(292)

(15,850)

781,119

(757,577)

23,542

(63)

7,629
551

8,180

2009

(Unaudited) -

$ 3,385

1,285,122

© (1,277,107)

8,015
(101)
4,120

823

$ 4,943

The accompanying 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 Months Ended 30 September 2010 and 2009

. (Unaudited) .

" NOTE A—INTERIM FINANCIAL INFORMATION

- These unaudited condensed interim financial statements should be read -in conjunction with the 31

December 2009 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 months ended
. 30 September 2010 and 2009 have been included. The results of operations for interim periods are not
; _necessanly mdlcatlve of the results to be expected for the full year.

'-NOTE B—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
I 'T’he vf nancial statements are expresSed in thuusands‘ 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 enwronment

| ‘ The fi nanmal statements are presented on the basis of those for not-for-profit orgamzatlons The preparatlon

- of the financial statements in conformity with accounting principles generally accepted in the United States
' of America requires management to make reasonable estimates and assumptions that affect the reported
.amounts of assets, liabilities and uncommitted balances as of the end of the period and the reported
f amounts of revenue and expenses during the period. The actual results could differ from those estimates.

In January 2010, the Fmancnal Accounting Standards Board (FASB) issued Accountlng Standards Update
(ASU) 2010-08, “Fair Value Measurements and Disclosures (Topic 820) — Improving Disclosures about Fair
. Value Measurements " ASU2010-06 amends ASC 820 to add new disclosures requirements for transfers.
in and out of Levels 1 and 2 measurements and separate disclosures about gross purchases, sales,
issuances, and settlements relating to Level 3 measurements. It also clarifies existing fair value
disclosure requirements about the level of disaggregation and about inputs and valuation techniques
" used to measure fair value. ASU 2010-06 is effective for the first interim or annual period beginning after
1. 31 December 2009 except for the requirement to provide the Level 3 activity of gross purchases, sales, -
. issuances and settlements, which will be effective for fiscal years beginning after 15 December 2010 and

- for interim periods within those fiscal years. The application of updates for Levels 1 and 2 did not have a
. “material impact on PEF’s 30 September 2010 financial statements. The impact of this update relating to
- Level 3 will be reﬂected starting with PEF’s 31 March 2011 financial statements. '

In February 2010 the FASB lssued ASU. 2010-09, “Subsequent Events (Topic 855) Amendments to
Certain Recognition and Disclosure Requirements.” ASU 2010-09 reiterates that an SEC filer is required to
evaluate subsequent events through the date that the financial statements are issued and removes the
requirement for an SEC filer to disclose the date through which subsequent events have been evaluated. To

.- comply. with this update, -ADB issued a policy providing guidance on accounting for and disclosures of

-subsequent events applicable to both ADB'’s interim and annual financial statements. Note H provndes the

required disclosures in comphance with this update

NOTE C—INVESTMENTS

anestment securities and negotiable certificates of deposit held as of 30 September 2010 and 31 December

2009 are considered “Available for Sale” and are reported at fair value, which represents their fair market
value. Time deposits are recorded at cost, which is a reasonable estlmate of fair value. Unreahzed gains
and losses are included in revenue from investments. :
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interest on mvestment securities and tlme deposﬂs are recognlzed as reallzed and reported net of
amortlzatlons of premiums and discounts.’ .

The annualized rate of retum on the average investments held during the nine months ended 30 September
2010, based on the portfollo held at the beginning and end of each month, was 3. 83% (4.35% — 2009).

‘-NOTE D---RELATED PARTY TRANSACTIONS

The OCR and special fund resources are: at all times.used, committed, and invested entirely separate from
. each other. The administrative and operational expenses pertaining to PEF are settied on a regular basis
with OCR and the other funds. Regional technical assistance projects and programs may be combined
activities financed by special and trust funds. ADB charges a service fée to cover ADB’s cost for the
~administration, management, supervision and operation of the PEF. The service fee is currently 2% of the
~ amount disbursed for technical .assistance and’investment projects. As of 30 September 2010, $10,000
- ($45,000 — 31 December 2009) was payable to OCR which |s included in “ACCOUNTS PAYABLE AND

OTHER LIABILITIES.” ‘
. NOTE E—TECHNICAL ASSISTANCE, GRANTS AND UNDISBURSED COMMITMENTS

. Technical assistance (TA) and: grants are. recognized in the financial statements when the project is
approved and becomes effective. ‘Upon completion of a TA project or cancellation of a grant, any
undisbursed amount is written back as a reduction in TA or grants for the period and the corresponding
undisbursed commitment is eliminated accordingly. There were no TA or grants WhICh became effective or
completed/cancelled during the periods ended 30 September 2010 and 2009

Total undisbursed commitments are denomlnated in - United States dollars and represent effective
‘TAs/grants which have not been disbursed.

NOTE F—'CONTRIBUTIONS

In 2006 and 2007, instruments of contributions were received from the Government of Norway and the Klngdom
of Belgium which undertake to make contributions to the PEF a maximum amount of $20,000,000 and
€9,924,000, respectively. This is by way of a debt-for-development swap arrangement with Pakistan, where
- Pakistan shall match the value of debt and debt service cancellations with equivalent amounts in Pakistan
rupees, which shall be transferred to the Fund as Norway’s and Belgrum s contributions. ’

In 2008, PEF received the remalnlng contnbutrons due from Norway and Belgium amounting to $5 000 000 and
€3,308,000 ($5,225,000 equivalent), respectively.

' In 2006, the Government of Australia committed A$20,000,000 ($15,036, 000 equivalent). PEF received in full the
- remaining contributions due from Australia amountmg to A$4,300,000 ($3, 233 000 equivalent) in 2009

NOTE G—FAIR VALUE MEASUREMENTS

ASC 820 defines fair value measurement to determine the price that would be received to sell an asset or
paid to transfer a liability at measurement date (exit price) in an orderly transaction among willing -
participants with an assumption that the transaction takes place in the entity’s principal market, the most
“advantageous market for the asset or liability. The most advantageous market is the market where the
" sale of the asset or transfer of liability would maximize the amount received for the asset or minimize the
amount paid to transfer the liability. The fair value measurement is not adjusted for transaction cost.

ASC 820 also establishes a fair value hierarchy tnat gives the highest priority to quoted prices in active -
markets for identical assets or liabilities (Level 1), next priority to observable market inputs or market -
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";corroborated data (Level 2), and the lowest priority to unobservable mputs without market corroborated
data (Level 3). ASC 820 requtres the fair-value measurement to mammnze the use of market observable

inputs.

- The fair value of the following fi nancnal assets of PEF as of 30 September 2010 and 31 December 2009
.were.reported based on-the following: . ,

Fair Value Measurements .

Quoted Prices in . Signiﬁcent
Active Markets for . Significant Market  Unobservable
. _ - ldentical Assets - Observable Inputs - . - Inputs
30 September2010 - (Level1) - (Lewel2) (Level 3)
Assets o ) S ] . j
Investments o o :
- Timedeposits . § 25185000 $ . - " § - 25185000 § -
, FaIrValue Measurements o
Quoted Prices in Significant
Active Markets for  Significant Market ~ Unobservable
identical Assets  Observable Inputs Inputs
- 31 December 2009 (Level 1) (Lewel 2) - (Level 3)
Assets ' o ‘ ; : :
Invesiments ) A ) e .
Time deposits .- ~§ 49,195,000 § - % 49195000 $ ‘ -

- See Notes C and E for discussions relating to investments and undisbursed commitments. In all other
cases, the carrying amounts of PEF’s assets, liabilities, and fund balances are considered to approxmate,
fair values for all signifi cant financial instruments. ' v _

NOTE H—SUBSEQUENT EVENTS

- ADB has evaluated subsequent events after'30 Septembér 2010 through the date these Condensed
Financial Statements are issued. As a result of this ‘evaluation, there are no subsequent events, as
defined, that require recognition or dxsclosure in the PEF's Condensed Fmancnal Statements as of 30

September 2010. » : s e
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ASIAN DEVELOPMENT BANK—REGIONAL COOPERATION AND INTEGRATION FUND

* CONDENSED STATEMENT OF FINANCIAL POSITION
30 September 2010 and 31 December 2009
Expressed in Thousands of United States Dollars (Note B)

" RCIF-1

30 September

(Unaudited)

31 December

ASSETS
' DUE FROM BANKS ' ' $ 1,582 270
INVESTMENTS (Notes C and G) 38,451 34,856
ACCRUED REVENUE 12- 11
ADVANCES FOR GRANTS AND OTHER ASSETS (Note D) 1,727 . 610
TOTAL | | o s 41,772 35,747
LIABILITIES AND UNCOMMITTED..BALANCES :
ACCOUNTS PAYABLE AND OTHER LIABILITIES (Note D) S - $ 98 - 62
UNDISBURSED COMMITMENTS (Note E) 28,166 23,148
. UNCOMMITTED BALANCES (RCIF-2) represented by .
Unrestricted net assets 13,508 12,537
9,772 35,747

TOTAL , ' o s

" The accompanying notes are an integral part of these ﬁnencia_l statements (RCIF-4).
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RCIF-2

ASIAN DEVELOPMENT BANK—REGIONAL COOPERATION AND INTEGRATION FUND:
CONDENSED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS -
For the Nine Months Ended 30 September 2010 and 2009 :
Expressed in Thousands of United States Dollars (Note. B)

2010 ’ 2009
o o . {Unaudited) {Unaudited)
CHANGES IN UNRESTRICTED NET ASSETS .
CONTRIBUTIONS (Npte F) $ 10,000 $ : C-
REVENUE o
From investments (Note C) 100 293
- 'From other sources—net 1 - (56)
Total 10,101 : - 237
EXPENSES ‘
" Technical assistance (Note E) 8,937 . 9,300
Administrative expenses 197 216
Total ‘ 9,134 9,516
CONTRIBUTIONS AND REVENUE IN'EXCESS OF (LESS THAN) EXPENSES 967 : (9,279)
NET EXCHANGE GAINS 4 ! . 5
INCREASE (DECREASE) IN NET ASSETS o71 - (9.274)
NET ASSETS AT BEGINNING OF PERIOD 12,637 . 24,588
NET ASSETS AT END OF PERIOD $ 13508 $§ 15314

The acbompanying notes are an integral part of tﬁ'ese ﬁnanci_al statéments (RCIF-4).

Pt
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RCIF-3

ASIAN DEVELOPMENT BANK—REGIONAL COOPERATION AND INTEGRATION FUND
CONDENSED STATEMENT OF CASH FLOWS ..

For the Nine Months Ended 30 September 2010 and 2009

Expressed in Thousands of United States Dollars (Note B)

2010 : 2009

" {Unaudited) {Unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES . ) : - : ,
* Contributions received = - - < NLIE R : ’ $ . 10,000 - $ -
interest on investments received SRR T R N : 122 , 565
Technical assistance disbursed ST : . _ '(4,958) (3,905)
Administrative and financial expenses paid i ) (235) (199)
Net cash received from (paid for) other activities . I 1 (56)
Net Cash Provided by (Used in) Operating Activiies - B C 4930 (3,595)
CASH FLOWS FROM INVESTING ACTIVITIES . . :
Maturities of investments ‘ . o : - 341,579 318,452
Purchases of Investments : (345,197) - '(314,761)
Net Cash (Used in) Provided by Investing Activities , ERE : : : (3,618) e 3,691
 Net Increase in Due From Banks SRR , 1312 ’ - 96
Due from Banks ’at Beginning-of Period « . k : _ 270. . . : 1.446
$ 1,542 .

Due from Banks atEnd of Period = -~~~ . - $ 1582

The 'acoompanying notes are ah integral part of these ﬁnanciaI statements (RCIF-4). '
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RCIF-4

{

. ASIAN DEVELOPMENT BANK—REGIONAL COOPERATION AND INTEGRATION FUND
. NOTES TO CONDENSED FINANCIAL STATEMENTS A
. For the Nine Months Ended 30 September 2010 and 2009

(Unaudlted)

NOTE A—INTERIM FlNANClAL INFORMATION

These unaudited condensed interim financial statements should be read in conjunction with -the 31
‘»’.Dec;ember 2009 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 months ended
30 September 2010 and 2009 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 financial statements are expressed in thousands of current United States dollars. The United States
" dollar is the functional and reporting currency of the Fund representlng the currency of the primary
economic operating envnronment

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

In January 2010, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update
(ASU) 2010-06, “Fair Value Measurements and Disclosures (Topic 820) — Improving Disclosures about Fair
Value Measurements.” ASU 2010-06 amends ASC 820 to add new disclosures requirements for transfers .
in and out of Levels 1 and 2 measurements and separate disclosures about gross purchases, sales,
issuances, and settlements relating to Level 3 measurements. It also clarifies existing fair value
disclosure requirements about the level of disaggregation and about inputs and valuation techniques
- used to measure fair value. ASU 2010-06 is effective for the first interim or annual period beginning after
- 31 December 2009 except for the requirement to provide the Level 3 activity of gross purchases, sales,

issuances and settlements, which will be effective for fiscal years beginning after 15 December 2010 and
for interim periods within those fiscal years. Note G provides the required disclosures in'.compliance to the
updates for Levels 1 and 2. The impact of this update relating to Level 3 will be reflected starting with
RCIF’s 31 March 2011 financial statements,

In February 2010, the FASB issued ASU 201 0-09, “Subsequent Events (Topic 855) — Amendments to
Certain Recognition and Disclosure Requirements.” ASU 2010-09 reiterates that an SEC filer is required to
evaluate subsequent events through the date that the financial statements are issued and removes the
i requirement for an SEC filer to disclose the date through which subsequent events have been evaluated. To
comply with this update, ADB issued a policy providing guidance on accounting for and disclosures of
subsequent events applicable to both. ADB's interim and annual financial statements. Note H provndes the
required disclosures in compliance with this update.

NOTE C—INVESTMENTS
Investment securities and negotlab!e certificates of deposit held as of 30 September 2010 are considered
“Available for Sale” and are reported at fair value, which represents their fair market value. Time deposits

are reported at cost, which is a reasonable estlmate of fair value. Unrealized gains and losses are included
in revenue from investments.
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RCIF-4

continued -

Interest on investment securities and time deposnts are recognized - as reallzed ‘and reported net .of
amortizations of premrum and dlscounts :

The annualized rate of return on the average |nvestments held durmg the nine months ended 30 September
. 2010 based on the portfoho held at the begmnlng and end of each month was 0.39% (1.10% — 2009)

NOTE D—RELATED PARTY TRANSACTIONS

The OCR and specnal fund resources are at all tlmes used commrtted and mvested entlrely separate from
each other. The administrative and operational expenses pertaining to-RCIF -are settled on a regular basis
with OCR and the other funds. ‘Regional technical assistance pro;ects -and programs may be combined
activities financed by special and trust funds. ADB charges a service fee to cover ADB's incremental cost for
the administration, management supervision and operation of the RCIF and RCI Trust Fund, a trust fund.
administered by ADB. The service fee is currently 5% of the amount disbursed for technical assrstance and -
2% of the amount disbursed for grant components of lnvestment pro;ects , '

lncluded in “ADVANCES FOR GRANTS AND OTHER ASSETS" iand "ACCOUNTS PAYABLE AND
OTHER LIABILITIES" are the following interfund balances: : :

. 30 September 2010 31 December 2009

Receivable from:

Technical Assistance Special Fund ' $ o s 47,000
Payable to: _ o » o
Ordinary capital resources SRR $ 47,000 $ - 40,000
Technical Assustance Special Fund e 51,000 -
Agency Trust Funds—net : o ' - 16,000
Total - . | 2 98,000 § _56.000_

‘NOTE E—-TECHNICAL ASSISTANCE GRANTS AND UNDISBURSED COMMITMENTS

, Technlcal asmstance (TA) and grants are recognlzed in the f‘ nancial statements when the project is
approved and becomes effective. Upon completion of the TA project or cancellation of a grant, any
undisbursed amount is written back-as a reduction in TA-or grants for the period and the corresponding
undisbursed commitment is eliminated accordingly. During the period, there were nine TA grants-and one
suppiementary approval totaling $8,950,000 (nine TA grants and one supplementary approval totaling
$9,300,000 — 2009) which became effective, and $13,000 undisbursed amounts were written back (ml

2009)

Total undlsbursed oommltments are denomlnated in United States dollars and represent effective: TAs
which have not been dtsbursed - ‘

NOTE F——CONTRIBUTIONS

in May 2010, the Board of Governors approved the transfer of $10, 000 000 to the RCIF from the 2009 OCR
atlocable net lncome :
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RCIiF-4

i continued A
. NOTE G—FAIR VALUE MEASUREMENTS. :

- ASC 820 defines fair value measurement to determine the price that would be received to sell an asset or
- paid to transfer a liability at measurement date (exit price) in an orderly transaction among willing
. participants with an assumption that the transaction takes place in the entity’s principal market, the most
advantageous market for the asset or liability. The most advantageous market is the market where the
. sale of the asset or transfer of liability would maximize the amount received for the asset or minimize the

~+ amount paid to transfer the liability. The fair value measurement is not adjusted for transaction cost.

. ASC 820 also estabilshes a fair value hlerarchy that gives the h:ghest priority to quoted prices in active
- -markets for identical -assets or liabilities (Level 1), next priority to observable market inputs or market
~ corroborated data (Level 2), and the: lowest priority. to unobservable inputs without market corroborated.
data (Level 3). ASC 820 requires the faar value measurement to maximize the use of market observablef

‘ mputs

| The fair value of the following fi nancial assets of RCIF as of 30 September 2010 and 31 December 2009'
| were reported based on the following: L ' ,

Fair Value Measurements

Quoted Prices in . Significant
 Active Markets for  Significant Market Unobservable
ldentical Assets -, Observable Inputs Inputs
- 30 Seplember 2010 (Lewel 1) (Lewel 2) ©(Lewel3)
Assets ' i i '
investments : ] .
Gowernment or govt. guaranteed obligations § 15,007,000. $ 15,007,000 $ P ] -
Time deposits _ 23,444,000 - 23,444,000 -
Total assets at fair value '$ . .38451,000 $ 15,007,000 $ 23,444,000 $ -
Fair Value Measurements .
Quoted Prices in Significant
Active Markets for - Significant Market Unobservable
: ) : EE R . Identical Assets ~Observable:Inputs - Inputs:
\ o - 31 December 2009 (Lewel 1) (Level 2) (Lewei 3)
Assets ' ‘ ' :
Investments iee ’ | . ] . :
Government or govt. guaranteed obligations § . 15,030,000 § : -8 ' 15,030,000  § : -
" Time deposits _ o 19,826,000 © - 19,826,000 . . -
Total assets at fair value $ 34,856,000 . $ - 'S 34,856,000 s =

Starting 2010, investments under . government or. government-guaranteed obligations pnced by the
Bloomberg Valuation Services (BVAL) have been categenzed from Level 2 to Level 1.

' See Notes C and E for discussions relating to investments and undisbursed commltments. In all other
‘cases, the.carrying amounts of RCIF's assets, liabilities, and fund balances are considered to - .
approxrmate farr values for all srgmf' cant f nancra! rnstruments

NOTE H—SUBSEQUENT EVENTS

ADB has evaluated subsequent events after-30 September 2010 th\rough the date these Condensed
Financial Statements are issued. As a result of this evaluation, there are no subsequent events, as
defined, that require recognition or disclosure in the RCIF’s Condensed Financial Statements as of 30

September 2010.
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ASIAN DEVELOPMENT BANK—CLIMATE CHANGE FUND
CONDENSED STATEMENT OF FINANCIAL POSITION S
30 September 2010 and 31 December 2009 }

Expressed in Thousands of United States Dollars (Note B)

CCF-1

30 September
(Unaudited) 31 December
ASSETS
DUE FROM BANKS $ 1,659 $ 200
INVESTMENTS (Notes C and G) 44,335 39,232
ACCRUED REVENUE o 14 13
ADVANCES FOR GRANTS AND OTHER ASSETS 529 339
TOTAL. $ 46,537 $ 30,703
LIABILITIES AND UNCOMMITTED BALANCES
ACCOUNTS PAYABLE AND OTHER LIABILITIES (Notes D) $ 33 s 102
. UNDISBURSED COMMITMENTS (Note E) | 27,279 12,989
UNCOMMITTED BALANCES (CCF,-2),> represented by: - o | »
Unrestricted net a;sets- B 19,225 26,702
TOTAL $ 46,537 s 30793

The accbmpanying notes are an integral part of these financial statements (CCF-4).
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CCF-2

ASIAN DEVELOPMENT BANK—CLIMATE CHANGE FUND

CONDENSED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS,
For the Nine Months Ended 30 September 2010 and 2009

Expressed in Thousands of United States Dollars (Note B)

2010 ' 2009

{Unaudited) {Unaudited)
CHANGES IN UNRESTRICTED NET ASSETS

~CONTRIBUTIONS (Note F) ‘ v $ 10,000 $ -

REVENUE ‘ . :
From investments (Note C) : ' 116 : 200
From other sources ) . 0 0
Total : ' _ 10,116 200

. EXPENSES . ) o , .

Teghnical assistance (Note E) , , 17,200 . 10,830
. Administrative expenses . 392 179
 Total \ | 17592 11,009
CONTRIBUTIONS AND REVENUE LESS THAN EXPENSES o i (7,476) (10,809)
NET EXCHANGE (LOSSES) GAINS ‘ , _ - (1) o N 4
'DECREASE IN NET ASSETS ' 7.477) (10,805)
. NET ASSETS AT BEGINNING OF PERIOD ' ) 26,702 . 37,427
NET ASSETS AT END OF PERIOD ' ' , $ 19,225 $ 26,622

0 = Less than $500.
The accompanying notes are an integral part of these financial statements (CCF-4)
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ASIAN DEVELOPMENT BANK—CLIMATE CHANGE FUND

CONDENSED STATEMENT OF CASH FLOWS .
For the Nine Months Ended 30 September 2010 and 2009

Expressed in Thousands of United States Dollars (Note B)

CCF-3

CASH FLOWS FROM OPERATING ACTIVITIES
_Contributions received . -
Intereston investments recelved
Technical assistance disbursed
Administrative and financial expenses.paid
Cash received from other activities

Net Cash Provided by (Used in) Operating ActIvItIes B
‘CASH FLOWS FROM INVESTING ACTIVITIES
Maturities of investments
Purchases of investments
'Net Cash (Used in) Provided by Investing Activities *
Net Increase in Due: From Banks

Due from Banks at Beginning of Period

Due from Banks at End of Period

2010 2009
{Unaudited). {Unaudited)
$ 10,000 $ -
141 273

(3,101) (772)

(460) (140)

0 0

6,580 - (639)

532,561 323,837
(537,691) - (323,193)
(5.130) 644

1,450 5

209 1,564

S tese s 1560

0=Less than $500

The acoompanylng notes are an lntegral part of these financial statements (CCF-4)
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CCF-4

. ASIAN DEVELOPMENT BANK—CLIMATE CHANGE FUND
. NOTES TO CONDENSED FINANCIAL STATEMENTS

' For the Nine Months Ended 30 September 2010 and 2009
(Unaudited)

NOTE A-—INTERIM FINANCIAL INFORMATION

- These unaudited condensed interim financial statements should be read in conjunction with: the 31

December 2009 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 months ended
' 30 September 2010 and 2009 have been included. The results of operatlons for inferim- penods are not
neoessarrly indicative of the results to be expected for the full year.

3 NOTE B—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

| The financial statements are expressed in thousands of current United States dollars. The United States
doliar is the functional and reporting currency of the Fund, representing the currency of the primary

. economic operating environment.

 The ﬁnancral statements are presented on the basis of those for not-for-proﬁt orgamzatlons The preparation

~ of the financial statements in conformity with accounting principles generally accepted in the United States

- of America requires management to make reasonable estimates and assumptions that affect the reported

- amounts of assets, liabilites and uncommitted balances as of the end of the period and the reported
* amounts of revenue and expenses.during the period. The actual results could differ from those estimates.

- In January 2010, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update
- (ASU) 2010-06, “Fair Value Measurements and Disclosures (Topic 820) — Improving Disclosures about
. Fair Value Measurements.” ASU 2010-06 amends ASC 820 to add new disclosures requirements for
- transfers in and out of Levels 1 and 2 measurements and separate disclosures about gross purchases,
- sales, issuances, and settlements relating to Level 3 measurements. It also clarifies existing fair value

| 'disclosure requirements about the level of disaggregation and about inputs and valuation techniques

.- used to measure fair value. ASU 2010-06 is effective for the first interim or annual period beginning after
31 December 2009 except for the requirement to provide the Level 3 activity of gross purchases, sales,
" issuances and settlements, which will be effective for fiscal years beginning after 15 December 2010 and
for interim periods within those fiscal years. Note G provides the required disclosures in compliance to the
- updates for Levels 1 and 2. The impact of this update relating to Level 3 will be reflected starting with

CCF’s 31 March 2011 financial statements.

In February 2010 the FASB rssued ASU 2010-09, "Subsequent Events (Topic 855) — Amendments fo
Certain Recognition and Disclosure Requirements.” ASU 2010-09 reiterates that an SEC filer is required to
evaluate subsequent events through the date that the financial statements are issued and removes the
requirement for an SEC filer to disclose the date through which subsequent events have been evaluated. To
comply with this update, ADB issued a policy providing guidance on accounting for and disclosures of
subsequent events applicable to both ADB's interim and annual financial statements Note H provides the
required disclosures in compliance with this update. :

NOTE C——INVESTMENTS v
. Investment securities and negotiable certificates of deposit held as of 30 September 2010 are considered
" “Available for Sale” and are reported at fair value, which represents their fair market vaiue. Time deposits

- are recorded at cost, which is a reasonable estimate of fair value. Unrealized gains and lesses are included
in revenue from investments.
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continued

Interest on investment securltles and tlme ‘deposits are recognized as- realrzed and reported net of .
amortizations of premiums and discounts. - .
. The annualized rate of return on the average investments held during the nine months ended 30 September
2010, based on the portfolio held.at the begmnlng and end of each month, was 0.40% (0.76% — 2009).

NOTE D—RELATED PARTY TRANSACTIONS

The OCR and special fund resources are at all times used, committed, and mvested entirely separate from
each other. The administrative and operational expenses pertaining to CCF are settled on a regular basis
with OCR and the other funds. Regional technical assistance projects and programs may be combined
activities financed by special and trust funds. ADB charges a service fee to cover ADB’s incremental cost for -
the administration, management, supervision and operation of the CCF. The service fee is currently 5% of
the amount disbursed for technical assistance and 2% of the amount disbursed for grant components of
investment projects. As of 30 September 2010, $34,000 ($95,000 — 31 December 2009) was payable to
OCR which is included in “ACCOUNTS PAYABLE AND OTHER LIABILITIES.” v

' NOTE E—TECHNICAL ASSISTANCE GRANTS AND UNDISBURSED COMMITMENTS

. Technical assistance (TA) and grants are Arecognrzed in the financial statements when the project is
approved and becomes effective. Upon. completion of .the TA project or cancellation of a grant, any
undisbursed amount is written back as a reduction in TA or grants for the period and the corresponding
undisbursed commitment is eliminated accordingly. During the period, there were nine TA/grants and two
supplementary approvals totaling to $17,200,000 (13 TA/grants totaling $10,830,000 — 2009) which became
effective, and no undisbursed amounts were written-back (nil — 2009). ,

Total undisbursed commitments are denominated in United States dollars and represent effective -
TAs/grants 'which have not been disbursed. s

NOTE F—CONTRIBUTIONS

In May 2010 the Board of Governors' approved the transfer of $10 000,000 to the CCF from the 2009 OCR’
allocable net i income. - ;

NOTE G—FAIR VALUE MEASUREMENTS

ASC 820 defines fair value measurement to determine the prlce that would be recelved to sell an asset or

~ paid to transfer a liability at' measurement date (exit price) in an orderly transaction among willing
participants with an assumption that the transaction takes place in the entity’s pnnmpal market, the most
advantageous market for the asset or liability. The most advantageous market is the market where the
sale of the asset or transfer of liability would maximize the amount received for the asset or minimize the
amount paid to transfer the liability. The fair value measurement is not adjusted for transaction cost.

ASC 820 also establishes a fair value hierarchy that gives the highest priority to quoted prices in active

markets for identical assets or liabilities (Level 1), next priority to observable market inputs or market
corroborated data (Level 2), and the lowest priority {o unobservable inputs without market corroborated
data (Level 3) ASC 820 requrres the fair value measurement to maximize the use of market observable

inputs.
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continued

The fair value -of the following financial assets of CCF as of 30 September 2010 and 31 December 2009
were reported based on the folIowmg )

. Fair Value Measurements

Quoted Prices in " Significant
Active Markets for - - Significant Market Unobservable .
Identical Assets  Observable Inputs Inputs
, 30 September2010 = - (Lewel 1) (Lewl2) (Lewel 3)
Assets :
Investments - )
Government or govit. guaranteed obligations $ 18,008,000 & 18,008,000 § - 8 -
Time deposits - 26,327,000 - 26,327,000 B -
Total aesets at fair value - $ 44,335,000 " $ 18,008,000 $ 26,327,000 $ -
Fair Value Measurements
\ Quoted Prices in : Significant
Active Markets for ~ Significant Market ~ Unobservable
. Identical Assets  Observable Inputs Inputs
o 31December2009 . (Lewel1) (Lewel 2) (Lewel 3)
Assets ' : '
investments ) ; : ‘ . .
Govemment or govt. guaranteed obligations . . $ 18,035,000 § - § 18035000 § -
Time deposits : 21,197,000 : - 21,197,000 -
Total assets at fair value $ 39,232000 $ - 8 39,232,000 $ -

‘ Startlng 2010, investments under government or government-guaranteed obhgatlons pnced by the
. Bloomberg Valuation Services (BVAL) have been categorized from Level 2 to Level 1 ' :

See Notes C and E for discussions relating to investments and undisbursed commitments. In all other
cases, the carrying amounts of CCF’s assets, liabilities, and fund balances are considered to approximate
fair values for all significant financial instruments.

NOTE H—SUBSEQUENT EVENTS

ADB has evaluated 5ubsequeht events after 30 September 2010 through the date these Condensed
Financial ‘Statements are issued. As a result of this evaluation, there are no subsequent events, as
defined, that require recognition or disclosure in the CCF’s Condensed Fmancual Statements as of 30 -

September 201 0
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APDRF-1

ASIAN DEVELOPMENT BANK—ASIA PACIFIC DISASTER RESPONSE FUND
" CONDENSED STATEMENT OF FINANCIAL POSITION '

30 September 2010 and 31 December 2009

Expressed in Thousands of United States Dollars (Note B)

30 September _ :
(Unaudited) ] 31 December
ASSETS |
DUE FROM BANKS . _ | $ 10,490 $ 350
INVESTMENTS (Notes C and G) o : 20115 o 29,563
ACCRUED REVENUE - o ) ._ v 1 1
ADVANCES FOR GRANTS o 8500 . 7,000
TOTAL N - | - $ 30,106 - $ 40,085
LIABILITIES AND UNCOMMITTED BALANCES
ACCOUNTS PAYABLE AND OTHER LIABILITIES : S 20 $ 13
UNDISBURSED COMMITMENTS (Note F) | o oes0 7000
UNCOMMITTED BALANCES'(APDﬁF-Z). represented by: .
Unrestricted net assets ' : - 30,586 33,052
TOTAL | T o ©$ 39,106 ©$ 40,065

The accompanying notes are an integfal part of these financial statements (APDRF-4).
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APDRF-2

ASIAN DEVELOPMENT BANK—ASIA PACIFIC DISASTER RESPONSE FUND,

CONDENSED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS

For the Nine Months Ended 30 September 2010 and for the Period 1 April to 30 September 2009
Expressed in Thousands of United States Dollars (Note B) .

2010 ' 2009

{Unaudited) (Unaudited)
CHANGES IN UNRESTRICTED NET ASSETS
CONTR!BUTIONS {Note E) $ - $ 40,000
REVENUE v
From investments (Note C) 53 51
From other sources 1 e
Total 54 . 40,051
EXPENSES
‘Technical assistance (Note F) ) , 2,500 -
Administrative expenses 20 . ) -
Financial expenses 0 -
Total 2520 . _
CONTRIBUTIONS AND REVENUE (LESS THAN) IN EXCESS OF EXPENSES (2,466) 40,051
NET ASSETS AT BEGINNING OF PERIOD ' 33,052 -
NET ASSETS AT END OF PERIOD $ 30586 @ 0§ 40,051

0 = Less than $500.
‘The accompanying notes are an integral part of these ﬁnanc:al statements (APDRF-4).

A
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ASIAN DEVELOPMENT BANK—ASIA PACIFIC DISASTER RESPONSE FUND
" CONDENSED STATEMENT OF CASH FLOWS

For the Nine Months Ended 30 September 2010 and for the. Perlod 1, April to 30 September 2009

Expressed in Thousands of United States Dollars (Note B)

APDRF-3

CASH FLOWS FROM OPERATING ACTIVITIES -
Contributions received
Interest on inyestments received
* Cash received from other sources
Technical assistance disbursed ‘
Administrative and financial expenses paid
‘Net Cash (Used in) Provided by Operating Activities.

CASH FLOWS FROM INVESTING ACTIVITIES
Maturities of investments
Purchases of investments
Net Cash Provided by (Used in) Investing Activities
Net Increase in Due Frorri Banks

Due from Banks at Beginning of Period

Due from Banké at End of Period:

2010

(Unaudited)

53
1
(2,500)

(13)

(2,459)

1,345,353

(1,335,905)

9,448
6,989

3,501,

-$ 10,490

2009

" (Unaudited)

$ 40,000
’ 26

40,026

303,834

(342,360)

(38,526)

- 1,500

$ 1,500

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

ASIAN DEVELOPMENT BANK—ASIA PACIFIC DISASTER RESPONSE FUND
NOTES TO CONDENSED FINANCIAL STATEMENTS
For the Nine Months Ended 30 September 2010 and for the Period 1 April to 30 September 2@09

(Unaudited)

NOTE A—INTERIM FINANCIAL INFORMATION

These unaudited condensed interim financial statements should be:read in conjunction with the 31
. . December 2009 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 months ended
30 September 2010 and for the period 1 April-to 30 September 2009 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 Asia Pacific Disaster Response Fund (APDRF) was established on 1 April 2009, to provide, in a timely
- fashion, incremental grant resources to developing member countries (DMCs) affected by a natural disaster.
The APDREF will help bridge the gap between existing ADB arrangements that assist DMCs to reduce
disaster risk through hazard mitigation loans and grants, and longer-term post-disaster reconstruction
lending. The APDRF will provide quick-disbursing grants to assist DMCs in meeting immediate expenses to
- restore life-saving services to affected populations following a declared disaster and in augmenting aid
prowded by other donors in times of national crisis.

Financial assnstance will be prowded in the form of untied grants for components of mvestment projects, for
advisory, project preparatory, and regional technical assistance; as well as for any other actlvmes that may
be agreed between external contributors and ADB. _ .

APDRF’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 accounting principles generally accepted in the United States
- of America requires management to make reasonable estimates and assumptions that affect the reported
amounts of assets, liabilities and uncommitted balances as of the end of the period and the reported
amounts of revenue and expenses during the period. The actual results could differ from those estimates.

In January 2010, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update
(ASU) 2010-06, “Fair Value Measurements and Disclosures (Topic 820) ~ Improving Disclosures about
Fair Value Measurements.” ASU 2010-06 amends ASC 820 to add new disclosures requirements for

- transfers in and out of Levels 1 and 2 measurements and separate disclosures about gross: purchases,
sales, issuances, and settlements relating to Level 3 measurements. It also clarifies existing fair value
disclosure requirements about the level of disaggregation and about inputs and valuation techniques
used to measure fair yalue. ASU 2010-06 is effective for the first interim or annual period beginning after
31 December 2009 except for the requirement to provide the Level 3 activity of gross purchases, sales,
issuances and settlements, which will be effective for fiscal years beginning after 15 December 2010 and
for interim periods within those fiscal years. The application of updates for Levels 1 and 2 did not have a
material impact on APDRF’s 30 September 2010 financial statements. The impact of this update relating
to Level 3 will be reflected starting with APDRF’s 31 March 2011 financial statements.
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In February 2010 the FASB issued ASU 2010-09, ““Subsequent Events (Topic 855) — Amendments to

Certain Recognition and Disclosure Reqwrements » ASU 2010-09 reiterates that-an SEC filer is required to

evaluate subsequent events through the date that the financial statements are issued and removes the

requiremnent for an SEC filer to disclose the date through which subsequent events have been evaluated. To

comply with this update, ADB issued a policy providing guidance on accounting for and disclosures. of

. subsequent events applicable to both ADB's interim and annual f nancial statements Note H provrdes the
required disclosures in compliance with this update.

* NOTE C—INVESTMENTS

Investment securities and negotiable certificates of deposit held as of 30 September 2010 are considered
“Available for Sale” and are reported at fair value, which represents their fair market value. Time deposits
are recorded at cost, which is a reasonable estlmate of fatr value. Unreallzed galns and losses are included
in revenue from investments. _ RN

lnterest on investment securities and time deposrts are recognlzed as realized and reported net of
amortlzatlons of premtums and dlscounts _ .

| The annuahzed rate of return on the average mvestments held dunng the period ended 30 September 2010,
based Qn the portfolio held at the beginning and end of each month, was 0.26% (0.35% — 2009)

NOTE D—RELATED PARTY TRANSACTIONS

“The OCR and specral fund resources are at all times used, committed, and mvested entnrety separate from
each other. The administrative and.operational expenses pertaining to APDRF are settled on a regular basis -
with OCR and the other funds. Regional technical assistance projects and programs may be combined
activities financed by special and: trust funds. ADB charges a service fee to cover ADB’s cost for the
administration, management, supervision and operation of the. APDRF. The service fee is currently 2% of
the amount disbursed for technical assistance and investment projects. As of 30 September 2010, $20, 000
was payable to OCR which is mcluded in “ACCOUNTS. PAYABLE AND OTHER LIABILITIES” (nll
December 2009).

NOTE E—CONTRIBUTIONS
In May 2009, $40,000,000 was transferred from the AS|an Tsunamr Fund.
NOTE F—-TECHN!CAL ASSISTANCE GRANTS AND UNDISBURSED COMMITMENTS

Technical assrstance (TA)and grants are recognlzed in the financial statements when the applicable pro;ect
is approved and becomes effective. Upon completion of the TA project or cancellation of a.grant, any
.undisbursed amount is written back as a reduction in TA or grants for the period and the corresponding
undisbursed commitment is eliminated accordingly. During the period, there was one grant amounting to
$2,500,000 which became effective (nil — 2009), and no undisburSed amounts were written back. '

Total undisbursed commitments are denomlnated in United States dollars and represent effectlve TAs
which have not been dlsbursed :

NOTE G—FAIR VALUE MEASUREMENTS

ASC 820 defines fair value measurement to determine the price that would be received to sell an asset or
paid to transfer a liability at measurement date (exit price) in an orderly transaction among willing
participants with an assumption that the transaction takes place in the entity’s principal market, the most
advantageous market for the asset or liability. The most advantageous market is the market where the
sale of the asset or transfer of liability would maximize the amount received for the asset or minimize the
amount paid to transfer the liability. The fair value measurement is not adjusted for transaction cost.
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ASC 820 also establishes a fair value hierarchy that gives-the highest priority to quoted prices in active
markets for identical assets or liabilities (Level 1), next priority to observable market inputs or market
corroborated data-(Level 2), and the lowest priority to unobservable tnputs without market corroborated
data (Level 3). ASC 820 requires the falr value measurement to maximize the use of market observable

inputs. -

The fair value of the following flnanmal assets of APDRF as of 30 September 2010 and 31 Deoember
2009 were reported based on the following:

Fair Value Meas-uremehts

Quoted Prices'in ' Significant
Active Markets for - Significant Market - Unobservable
~ Identical Assets . Observable iInputs =~ Inputs
30 September 2010 (Level 1) (Level 2) - (Lewel3) -
Assets '
Investments . :
Time deposits ' $ 20115000 § - $ - 20115000 $ =
‘Fair Value Measurements
Quoted Prices in- - _ Significant
Active Markets for -~ Significant Market - Unobservable
‘ Identical Assets  Observable Inputs . ~ Inputs
, 31 December2009  (Level 1) . (Lewl2) . (Lewl3)
Assets o
- Investments : : _ ~
Time deposits ‘ $ 29,563,000 $ - $ 29,563,000 $ -

See Notes C and E for d|$cu5510ns relatlrtg to investments and undisbursed commitments. In_all ‘other
cases, the carrying amounts of APDRF’s assets, liabilities, and fund balances are considered to
approximate fair values for all significant financial instruments. ,

NOTE H—SUBSEQUENT EVENTS

ADB has evaluated subsequent events after 30 September 2010 through the date these Condensed
Financial Statements are issued. As a result of this evaluation, there are no subsequent events, as
defined, that require recognition or disclosure in the APDRF’s Condensed Financial Statements as of 30

September 2010.
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