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FI NANCI AL STATEMENTS

REPORT OF | NDEPENDENT AUDI TORS
Asi an Devel opment Bank

In our opinion, the accompanying statements of financia
position and the related statements of activities and changes
in net assets and of cash flows present fairly, in al
material respects, in terms of United States dollars, the
financial position of the Asian Development Bank—Japan Spe-
cial Fund at 31 Decenmber 2001 and 2000, and the results of
its activities and changes in net assets and its cash flows
for the years then ended, in conformty with generally
accepted accounting principles in the United States. These
financial statements are the responsibility of the managenment
of the Asian Development Bank; our responsibility is to
express an opinion on these financial statenents based on our
audits. We conducted our audits of these statements in
accordance with generally accepted auditing standards in the
United States which require that we plan and perform the audit
to obtain reasonable assurance about whether the financial
statements are free of material m sstatement. An audit
includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and
significant estimates made by management, as well as evalu-
ating the overall financial statement presentation. W Dbe-
lieve that our audits provide a reasonable basis for the
opi nion expressed above.

. 3 ' T %
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Detroit, M chigan
27 February 2002
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JSF-1
ASIAN DEVELOPMENT BANK-JAPAN SPECIAL FUND
STATEMENT OF FINANCIAL POSITION
31 December 2001 and 2000
Expressed in Thousands of United States Dollars (Note B)
2001 2000
JSF JSF
Regular & Regular &
ACCSF  Supplementary  Total ACCSF  Supplementary  Total

ASSETS
DUE FROM BANKS (Note B) $ 1315 $ 663 $ 1978 % 61 $ 537 $ 598
INVESTMENTS (Notes A, B, and C)

Govenment and  govemment-guaranteed  obligations 35,967 - 35,967 103,281 10,676 113,957

Time  deposits 80,964 96,085 177,049 127,616 136,256 263,872

Other securities 64,546 181,676 246,222 - 145,816 145,816

181,477 277,761 459,238 230,897 292,748 523,645

EQUITY INVESTMENTS (Notes A, B, and D), net - 105 105 - 338 338
ACCRUED REVENUE 431 1,335 1,766 46 6,701 6,747
OTHER ASSETS (Note E) 23 6,170 6,193 71 4,289 4,360

TOTAL $183,246 $286,034 $469,280 $231,075 $304,613 $535,688

LIABILITIES AND UNCOMMITTED BALANCES

ACCOUNTS PAYABLE AND OTHER LIABILITIES

Payable to Ordinary Capital Resources $ - $ 143  $ 143 % - $ 144 % 144
Other  Liabilities  (Note E) 10,327 43 10,370 4,807 60 4,867
10,327 186 10,513 4,807 204 5,011
UNDISBURSED COMMITMENTS (Notes B and F)
Technical assistance 14,918 117,605 132,523 13,099 114,416 127,515
Interest  payment  assistance 58,115 - 58,115 76,185 - 76,185
73,033 117,605 190,638 89,284 114,416 203,700
NET ASSETS (JSF-2) (Note B), represented by:
Uncommitted balances (Note G)
Unrestricted - 8,505 8,505 - 43,469 43,469
Temporarily restricted (Notes A and H) 99,366 57,794 157,160 136,637 57,276 193,913
99,366 66,299 165,665 136,637 100,745 237,382
Net accumulated investment income
Temporarily restricted (Notes A and H) 520 101,944 102,464 347 89,248 89,595
99,886 168,243 268,129 136,984 189,993 326,977
TOTAL $183,246 $286,034 $469,280  $231,075 $304,613 $535,688

The accompanying notes are an integral part of these financial statements (JSF-4).
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JSF-2
ASIAN DEVELOPMENT BANK-JAPAN SPECIAL FUND
STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
For the Years Ended 31 December 2001 and 2000
Expressed in Thousands of United States Dollars (Note B)
2001 2000
JSF JSF
Regular & Regular &
ACCSF  Supplementary  Total ACCSF  Supplementary  Total
CHANGES IN UNRESTRICTED NET ASSETS
CONTRIBUTIONS (Notes B and H) $ - $ 30,929 $ 30929 $ - $ 37,561 $ 37,561
REVENUE FROM OTHER SOURCES - 74 74 - 150 150
UNREALIZED INVESTMENT GAINS
(LOSSES) ON EQUITY INVESTMENTS (Note D) - 205 205 - (330) (330)
NET ASSETS RELEASED FROM (PUT BACK INTO)
RESTRICTIONS (Notes B and H) 8,779 894 9,673 9,632 (557) 9,075
Total 8,779 32,102 40,881 9,632 36,824 46,456
EXPENSES
Technical assistance (Notes B and F) 8,700 64,227 72,927 9,575 59,274 68,849
Administrative expenses 79 1,413 1,492 57 1,485 1,542
Provision for losses (Notes B and D) - 431 431 - - -
Total 8,779 66,071 74,850 9,632 60,759 70,391
CONTRIBUTIONS AND REVENUE LESS THAN EXPENSES - (33,969) (33,969) - (23,935) (23,935)
EXCHANGE LOSSES (Note B) - (992) (992) - (116) (116)
DECREASE IN UNRESTRICTED NET ASSETS
BEFORE TRANSLATION ADJUSTMENTS - (34,961) (34,961) - (24,051) (24,051)
TRANSLATION ADJUSTMENTS (Note B) - ®) @) - 802 802
DECREASE IN UNRESTRICTED NET ASSETS - (34,964) (34,964) - (23,249) (23,249)
CHANGES IN TEMPORARILY RESTRICTED NET ASSETS
CONTRIBUTIONS (Notes B and H) - - - 136,587 - 136,587
REVENUE FROM INVESTMENTS (Notes B and C) 252 14,110 14,362 401 19,823 20,224
NET ASSETS (RELEASED FROM) PUT BACK INTO
RESTRICTIONS (Notes B and H) (8,779) (894) (9,673) (9,632) 557 (9,075)
EXCHANGE (LOSSES) GAINS (Note B) (218) - (218) 10 - 10
TRANSLATION ADJUSTMENTS (Note B) (28,353) (2) (28,355)  (16,514) 676 (15,838)
(DECREASE) INCREASE IN TEMPORARILY
RESTRICTED NET ASSETS (37,098) 13,214 (23,884) 110,852 21,056 131,908
(DECREASE) INCREASE IN NET ASSETS (37,098) (21,750) (58,848) 110,852 (2,193) 108,659
NET ASSETS AT BEGINNING OF YEAR 136,984 189,993 326,977 26,132 192,186 218,318
NET ASSETS AT END OF YEAR $ 99,886 $168,243 $268,129  $136,984 $189,993 $326,977

The accompanying notes are an integral part of these financial statements (JSF-4).
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JSF-3
ASIAN DEVELOPMENT BANK-JAPAN SPECIAL FUND
STATEMENT OF CASH FLOWS
For the Years Ended 31 December 2001 and 2000
Expressed in Thousands of United States Dollars (Note B)
2001 2000
JSF JSF
Regular & Regular &
ACCSF Supplementary Total ACCSF Supplementary Total

CASH FLOWS FROM OPERATING ACTIVITIES

Contributions received $ - $ 30929 $ 30,929 $ 136,587 $ 37561 $ 174,148

Interest on investments received 536 18,096 18,632 128 17,731 17,859

Technical assistance disbursed (7,010) (62,893) (69,903) (2,684) (60,622) (63,306)

Interest assistance paid (12,398) - (12,398) (3,736) - (3,736)

Administrative expenses paid (55) (1,470) (1,525) (14) (2,038) (2,052)

Others—net (218) (902) (1,120) 11 19 30
Net Cash (Used in) Provided by Operating Activities (19,145) (16,240) (35,385) 130,292 (7,349) 122,943
CASH FLOWS FROM INVESTING ACTIVITIES

Sales of investment 8,419 29,966 38,385 9,309 - 9,309

Maturities of investment 3,733,758 6,864,848 10,598,606 2,273,868 1,656,089 3,929,957

Purchases of investment (3,721,982)  (6,878,441)  (10,600,423)  (2,419,865)  (1,652,737) (4,072,602)
Net Cash Provided by (Used in) Investing Activities 20,195 16,373 36,568 (136,688) 3,352 (133,336)
Effect of Exchange Rate Changes on Due from Banks 204 (M 197 6,384 (1) 6,383
Net Increase (Decrease) in Due from Banks 1,254 126 1,380 (12) (3,998) (4,010)
Due from Banks at Beginning of Year 61 537 598 73 4,535 4,608
Due from Banks at End of Year $ 1315 % 663 $ 1978 % 61 $ 537 $ 598

RECONCILIATION OF (DECREASE) INCREASE IN
NET ASSETS TO NET CASH (USED IN) PROVIDED
BY OPERATING ACTIVITIES:
(Decrease) Increase in net assets (JSF-2) $ (37,098) $ (21,750) $  (58,848) $ 110852 $  (2,193) $ 108,659
Adjustments to reconcile (decrease) increase in
net assets to net cash (used in) provided by

operating activities:
Translation adjustments 28,353 5 28,358 16,514 (1,478) 15,036
Change in undisbursed commitments (16,251) 3,189 (13,062) (1,043) (3,879) (4,922)
Amortization of discounts/premiums 623 (1,401) (778) (264) (1,245) (1,509)
Provision for losses charged - 431 431 - - -
Unrealized investment losses (gains) 45 (203) (158) 7 382 389
Loss from sales of investments - 19 19 - - -
Others—net 5,183 3,470 8,653 4,226 1,064 5,290

Net Cash (Used in) Provided by Operating Activities $ (19,145) $ (16,240) $ (35385 $ 130,292 $  (7,349) $ 122,943

The accompanying notes are an integral part of these financial statements (JSF-4).
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JSF-4
ASIAN DEVELOPMENT BANK-JAPAN SPECIAL FUND
NOTES TO FINANCIAL STATEMENTS
31 December 2001 and 2000
NOTE A-NATURE OF OPERATI ONS | nvest nent s

The Japan Foeci al Fund (JSF) was establ i shed i n March 1988
wvhen Japan and t he Asi an Devel opnent Bank (ADB) ent er ed
intoafinancia arrangenent whereby Japan agreed t o nake
aninitia contributionand ADBbecane the admini strator.
The pur pose of JSis to hel p devel opi ng nenfer countri es
(OMB5) of ADBrestructure thei r economes and broaden t he
scope of opportuni ties for newi nvest nents, thereby assi sting
the recycling of funds to DM of ACB Wi | e JS- resour ces
are used nai nl'y to fi nance techni cal assi stance (TA opera-
tions, these resources nay al so be used for equi ty i nvest nent
operations in ADB s DMGs. Uhder the agreenent bet ween
ADB and Japan, ADB nay i nvest the proceeds of JSF pendi ng
di sbursenent. The revenue fromsuchi nvestnents, i f retai ned
by ACB nay only be usedto pay for direct andidentifiable
costsincurredinthe adnini strati onof JS

I'n March 1999, t he Boar d appr oved t he accept ance and
admini strationby ADBof anewfacility, the Asian Qurrency
QisisSpport Facility (AGCH) toassi st Asiancurrency crisis-
af f ect ed nenfoer countries (CAME). Funded by Japan, ACCS-
vas est abl i shed wthinJS-toassist i nthe econonic recovery
of CAMGs throughinterest paynent assi stance (1 PA grants,
TAgrants, and guarantees. ACCS- funds nust be conmitted
wthinthreeyears after thedatethefacility becane effecti ve.
Thereafter, the use of any residual funds, if and whenthe
purpose of AQCS-is consideredtobeful filled, shall be deci ded
i nconsul tation between ACBand Japan.

NOTE B—SUMVARY OF SI GNI FI CANT
ACCOUNTI NG PQOLI CI ES

Presentationof the A nancial Satenents

The financi al statenents of JS-are presented onthe basi s
of unrestrictedandtenporarily restricted net assets. ACCF
funds are separatel y reportedinthefinancial statenents.

JS-reports the contributi ons of cash and ot her assets as
restrictedsupport i f they arerecei vedwth donor stipul ati ons
that limt the use of the donated assets. Wen t he donor
restrictionexpires, thet i s, weenastipu atedti ne or purpose
restrictionis acconplished, tenporarilyrestricted net assets
arereclassifiedtounrestricted net assets andreportedinthe
Satenment of Activities and Changes i n Net Assets as “NET
ASSETS RELEASED FROMRESTRI CTI ON\S. "

Al investnent securities heldby J3-arereported at esti -
nated fair val ue, wthrealizedand unreal i zed gai ns and
losses i ncluded i nrevenue. Estinatedfair val ue general ly
represents narket val ue. Tine deposits are classifiedas
“Hel d-to-Miturity” andarereported at cost.

Gnt ri buti ons

@ntri buti ons by Japan are i ncl uded i nthe financial state-
nents fromthe dat e i ndi cat ed by Japan that funds are expect ed
to be nade avai | abl e. Gontributions whicharerestricted by
the donor for specific TAprojects/prograns or for | PAgrants
areclassifiedastenporarily restricted contributi ons. Those
wthout any stipul ationastospecificuseareaccountedfor as
unrestricted contributi ons and reported as such.

Techni cal Assi stance and | nterest Paynent Assi stance

Techni cal assi stance and i nterest paynent assi stance are
recogni zed i nthe financial statenents whenthe rel ated
proj ect or assistance i s approved and becones ef f ecti ve.
pon conpl eti on of the TApro ect, any undi sbursed anount
iswittenback as areductioninTAfor the period and t he
correspondi hg undi sbur sed coomitnent i s el i mnated,

accordingly.

Functi onal Qurrency and Reporti ng Qurrency

The functional currency of J3-i s the Japanese yen, whilethe
reportingcurrency isthe Lhited Sates do | ar. The fi nanci a
statenents are expressed i n t housands of current Lhited
Satesdd |l ars.

Transl ati on of Qrrrenci es

Pssets, liabilities, and unconmitted bal ances are transl at ed
fromthe functi onal currency tothe reporting currency at
the appl i cabl e rates of exchange at the end of areporting
period. @ntributionsincludedinthefinancia statenents
duringtheyear aretransl ated at t he appl i cabl e exchange
rates as of the respective dates of conmitnent. Revenue
and expense anount s i n Japanese yen are transl ated f or
each seminont hly period at the applicabl e rates of exchange
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at the begi nni ng of each peri od; such practi ce approxi nat es
the applicationof averageratesineffect duringthe period.
Exchange gai ns or | osses on currency transactions ari se on
transl ation di fferences between the dat e a proj ect/ program
iscoomtted and the ti mng of di sbursenents. Exchange
gai ns or | osses are charged or creditedto operations.

Equi ty | nvest nent s

Equity investnents wthreadily determinabl e fair val ues are
reported at fair val ue. Thereserve agai nst | osses i s estab-
l'i shed quarterly based on Managenent’ s eval uati on of
potential |osses oninvestnents wthout readily determin-
ablefair val ues.

Account i ng Esti nat es

The preparationof financial statenentsinconformty wth
general | y accept ed account i ng pri nci pl es requi res Minage-
nent to nake estinates and assunptions that af fect the
reported anount s of assets andliabilities as at the end of
the year and t he reported anount s of i ncone and expenses
duringtheyear. The actual results coul ddiffer fromthose
esti nat es.

S atenent of Cash H ows

For the purposes of the statenent of cash flows, the JSF
considersthat its cashand cash equivalents arelinmtedto
“DUE FROM BANKS. ”

Recl assi fi cation

Certai n 2000 anount s have been recl assi fi ed t o conform
w th the 2001 presentati on.

NOTE C—H NVESTMENTS

The nai n i nvest nent nanagenent obj ectiveis to naintain
securityandliquidity. Sipect tothese paraneters, ADBseeks
the highest possiblereturnonitsinvestnents. |nvestnents
ar e gover ned by the I nvest nent Aut hori ty approved by t he
Boardof Drectorsin1999. ABisrestrictedbyits I nvest nent
Authority toinvest ininvestnent i nstrunents whi ch are ob-
ligationsof alinntedclass of i ssuers, prinarily governnent or
gover nnent - guar ant eed obl i gat i ons and cor porat e obl i gat i ons.

The currency conposi tions of theinvestnent portfolioas
of 31 Decenber 2001 and 2000 expressed i n Lhited S ates
dollarsareasfalovs:

2001

2000

JSF
Regul ar and
Suppl ement ary

Currency ACCSF

Tot al

JSF
Regul ar and
Suppl ement ary

ACCSF Tot al

Japanese yen $181, 477, 000 $ -
Lhited Sates dol | ar - 277, 761, 000

$181, 477, 000
277, 761, 000 -

$230, 897, 000 $ -
292, 748, 000

$230, 897, 000
292, 748, 000

Total $181, 477, 000 $277, 761, 000

$459, 238, 000

$230, 897, 000 $292, 748, 000 $523, 645, 000

The annual i zed rat es of returnonthe average i nvest nents
hel d under AGCS-and JS-funds during the year, based onthe
portfolioheldat the begi nning and end of each nont h were
0. 12%and 4. 76% respecti vel y (0. 18%and 6. 42%6-2000) .

NOTE D—EQUI TY | NVESTMENTS
ADB used JSF resources to make an equity i nvestnent in

Indiain1990. In My 2001, duetothe unavailability of a
reliable narket for theinvestnent, ADBreported the

investnent at its witten down val ue of $105, 000 ($338, 000
—2000).

NOTE E—OTHER ASSETS AND LI ABI LI TI ES

Includedinother assetsandliabilitiesareinterfundtrans-
fers between JSF and ACCSF. As at 31 Decenber 2001, an
amount of $431, 000 ($584, 000 — 2000) was recei vabl e from
ACCS. The sai d anount i s refl ected as ot her assets under
JS-andother liabilitiesunder ACCS-
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JSF-4

ASIAN DEVELOPMENT BANK-JAPAN SPECIAL FUND

NOTES TO FINANCIAL
31 December 2001 and 2000

STATEMENTS

NOTE F—UNDI SBURSED COVM TMENTS

Lhdi sbursed comrmit nent s are denomnated i n Lhited Sates
dol | ars and represent TAproj ects/ prograns and | PAgrants
whi ch have becone ef f ective but not yet di sbursed. During
2001, an anount of $2, 920, 000 ( $11, 751, 000- 2000, repre-

senti ng conpl et ed and cancel ed TAproj ects, has beenwit-
tenback as areducti onintechnica assi stancefor the period,
and t he corr espondi ng undi sbur sed comrmi t nent has been
elimnated. The fair val ue of undi sbursed conmit nents
appr oxi nat es t he anount s out st andi ng because JS- expect s

that disbursenentsw il substantially benadefor all the
proj ect s/ prograns cover ed by t he conmit nent s.

NOTE G-UNCOWM TTED BALANCES

Lhconmi t t ed bal ances conpri sed of armount s whi ch have
not been cormtted by ADB as at 31 Decenber 2001 These
bal ances i ncl ude TA proj ect s/ prograns t hat had been
approved but not yet becone ef fecti ve.

As of 31 Decenfer 2001 and 2000 t hese bal ances are as
fdlove:

2001 2000
JSF JSF
Regul ar and Regul ar and
ACCSF  Supplenentary Tot al ACCSF Suppl ement ary Tot al
Uncommitted bal ances  $99, 366, 000 $ 66, 299, 000 $165, 665, 000 $136, 637, 000 $100, 745, 000 $237, 382, 000
TA proj ect s/ progr ans
approved by Japan
and ADB but not
yet effective (7, 540, 000) (23, 555, 000) (131, 095, 000) (1, 875, 000) (38, 725, 000) (40, 600, 000)
TA proj ect s/ progr ans
appr oved by Japan
and not yet effective (2, 750, 000) (13,440, 000) (6,190, 000) (8, 865, 000) (10, 918, 000) (19, 783, 000)
Uncommi tted bal ances
avai | abl e for new
commi t nent s $89, 076, 000 $ 39, 304, 000 $128, 380, 000 $125, 897, 000 $ 51, 102, 000 $176, 999, 000

NOTE H—CONTRI BUTI ONS AND TEMPORARI LY
RESTRI CTED NET ASSETS

Al contributions for the years ended 31 Decenfoer 2001 and
2000 veer e recei ved during t he respecti ve years. Sone of the
contributions receivedvwerewthrestrictionthat weretobe
utilizedfor specific TAprojects/prograns and | PAgrants.
Such contributi ons were cl assified as tenporarily restricted
support .

Tenporarily restri ct ed unconmit t ed bal ances are avai | abl e
for the fol | ow ng purposes as of 31 Decenfoer 2001 and 2000

2001 2000
AsianGrrency Gisis
Support Feci ity $ 99,366,000 $136, 637,000
Japan Speci a Fund
Envi ronnent - Rel at ed
Ativities 29, 365, 000 29, 113, 000
FH nancial Sector 11, 009, 000 10, 997, 000
Private Sector Fronotion 9, 916, 000 9, 676, 000
Gender and Devel opnent 7,110, 000 7,096, 000
Trai ni ng/ Synposi um 394, 000 394, 000
57, 794, 000 57, 276, 000
Tod $157,160,000  $193, 913, 000
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Accumul at ed i nvest nent i ncorme net of accumul at ed
adnini strati ve expenses has been cat egori zed as tenporaril y
restricted net assets because, under theterns of the agreenent
bet ween ACB and Japan, it nay only be used for defrayi ng of
the JSF s adnini strati ve expenses.

Net assets rel eased fromrestrictionsrel ateto conmt nents
for techni cal assistance andinterest paynent assistance
sati sfyi ng the condi ti ons speci fied by the donor and, inthe
case of accumul ated i nvest nent i ncore, to defray the
adnini strati ve expenses of the Fund.

NOTE | —GUARANTEES

To assi st i nthe econonic recovery of CAMGs, a guar ant ee
facilityis provided under ACCSF. Inthis connection, Japan
has nade avai | abl e a noni nt er est - bear i ng, nonnegoti abl e
noteinthe anount of ¥360 billion ($2 7 billion), encashabl e
by ADBat any tine to neet any cal | s on t he guarant ee
facility. As of 31 Decenfber 2001, no guarant ee has been
nade.

NOTE J—AI R VALUE OF FI NANCI AL | NSTRUVENTS

Fair value of afinancia instrunent i s defined as the anount
at whi ch theinstrunent coul d be exchanged i n a current
transaction betweenw ! 1ing parties, other thaninaforced
o liqudationsde

Thefair vd uedf financia instrunentsthat areshort-term
approxi nat es thei r carryi ng anount s.

If avail abl e, quoted narket val ues are used to det ernine
fair values. Fnancia instrunentsfor vhi ch narket quotati ons
arenot readi |y avai | abl e are val ued usi ng net hodol ogi es and
assunpt i ons whi ch necessari |y requi re t he use of subj ective
judgnents. Accordingly, theactua val ueat whi chsuchfinanci a
i nstrunent s coul d be exchanged i na current transaction or
vhet her they are act ual | y exchangeabl e i s not det er minabl e.

The carryi ng anounts of JS sassets, liabilities, and
unconmitt ed bal ances ar e consi dered t o approxi nate fai r
valuesfor al significant financia instrunents. See Notes B
C D andFfor discussionsrelatingtoinvestnents, equity
i nvest nent's, and undi sbur sed conmi t nent s.




