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Open-end investment fund ABLV Emerging Markets Bond Fund

Subfund ABLV Emerging Markets USD Bond Fund

Annual report 2012

General information

Name of the fund:

Category of the fund:

Type of the fund:

Registration dale of the fund:
Number of the fund:

Name of the investment manager:

Registered office of the investment
manager:

Registration number of the invesiment
manager:

Licence number of the investment
manager:

Date of the licence:
Name of the custodian bank:

Regislered office of the cusilodian bank:

Registration number of the custodian bank:

Names and positions of council members,

board members, and fund manager:

Duties of the fund manager:

ABLV Emerging Markels USD Bond Fund
Open-end investment fund with subfunds
Bond fund

23 March 2007

06.03.05.263/32

ABLV Asset Management, IPAS

Elizabetes iela 23, Riga, LV-1010

40003814724

06.03.07.263/204

4 August 2006

ABLV Bank, AS

Elizabetes iela 23, Riga, LV-1010

50003149401

Council of the investment manager:

Chairman of the Council - Ernests Bernis

Deputy Chairman of the Council — Maris Kannenieks

Council Member - Vadims Reinfelds

Board of the investment manager:

Chairman of the Board - Leonids Kils

Deputy Chairman of the Board - Jevgenijs GZibovskis

Board Member - Vadims Burcevs

Fund Manager - Sergejs Gatenko

The fund manager operates the fund’s property according to the
company's Articles of Association and the Fund Management
Regulations. The fund manager may be employed only by one

investment manager and manage several funds of one investment
manager.
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Report of the Investment Management Company

On 23 March 2007, subfund of the open-end mutual fund ABLV Emerging Markets Bond Fund — ABLV Emerging
Markets USD Bond Fund (hereinafter referred to as the fund) was registered as a bond fund the investment
currency of which is US dollar.

ABLV Asset Management, IPAS (ABLV Assel Management, IPAS new name registered with the Register of
Enterprises on 27.05.2011, hereinafler referred 1o as the company) was regisiered with the Republic of Latvia
Regisler of Enterprises on 4 August 2006 under No. 40003814724, the licence for investiment management
activities No. 06.03.07.263/204, and it is located in Riga, at 23 Elizabetes Street.

The fund is aimed at generating long-term income by investing the fund’s assets in debt securities of emerging
countries that are issued by emerging countries, and corporations and financial institutions the majority control in
which belongs to these countries, as well as investing in money market instruments. The fund’s investment portfolio
is diversified by investing in different countries, thus ensuring higher investment safety and protection against
fluctuations in value of the fund's assets, which are associated with investments in securities of one country only.

The year 2012 was the sixth year of operations of ABLV Emerging Markets USD Bond Fund. As at the end of
2012, the fund’s net assets amounted to USD 19 781 096 (LVL 10 503 762), annual yield equalled 15.63%,
average term to maturity was 6.8 years, average weighted rating of the investment portfolio was BB+, whereas
yield to maturity was equal to 4.03%.

Starting from 15 October 2012, the fund manager of ABLV Emerging Markets USD Bond Fund is Sergejs Gacenko.

In 2012, ABLV Emerging Markets USD Bond Fund demonstrated rather high yield. Despite sharpening debt crisis
in Europe, emerging countries governmeni bond market showed very good results. First of all, this was facilitated
by high demand for fixed-income instruments, primarily those with high investment rating, demonstrated by large
institutional investors, like pension funds, insurance companies, etc., given low inflation and low interest rates of
the world’s leading central banks.

In 2012, the measures taken by central banks of the world's largest economies 1o increase liquidity furthered
growing financial stability of the euro zone peripheral countries, decrease in interest income rates of the US and
German government bonds, as well as the markel players’ increasing appetite for risk. These factors determined
upward trend of the government and corporate bond prices during the year. A small decrease appeared in spring
due to unstable financial situation in Italy and Spain, which was followed by more aggressive increase in the
second half of the year, when new economy stimulation measures were announced. Decrease of both interest
income rates and risk premiums, given growing appetite for risk, determined rise in prices of emerging countries
and corporate bonds, and the same was also affected by market players' increasing demand for assets of this
class.

The minimum amount of invesiment in a fund or subfund of mutual funds managed by ABLV Assel Management,
IPAS is equal to USD 1 000, and also minimum investment increment requirement has been annulled.

The company performs regular analysis of current political and economic situation, as well as comparative analysis
and technical analysis, analysis of various macroeconomic indicators, and summarizing analysis of
recommendations given by the world leading brokerage and analytics companies on different financial markets.

In order to regularly provide information on situation in the world financial markets to current and prospective
customers of ABLV Asset Management, IPAS, detailed monthly analysis of macroeconomic situation prepared by
our chief analyst is published at ABLV Bank, AS home page www.ablv.com. Whereas customers who invested in
funds managed by ABLV Asset Management, IPAS each month are sent comments of the funds' manager,
containing information on market situation, funds’ performance and actions taken by the fund manager.

To ensure diversification and minimize risks, the company constantly pays great attention to risk management
issues. The Investment Committee is established at the company, and it determines the company’s investment
strategy, risk limits and financial markets on which transactions in financial instruments are performed. The
members of the Investment Commitiee are ABLV Bank, AS and the company’s top specialists in financial markets.
The company will continue making every effort to efficiently manage the fund’s assets in order to increase the
number of the fund’s investors and the fund’s net assets in 2013.

Management of ABLV Asset Management, IPAS expresses gratitude to our customers for their loyalty and
successful cooperation with us.

ABLV Asset Management, IPAS
Chairman of the Board

ABLV Asset Management, IPAS
Fund Manager

Leonids Ki|s Sergejs Gace

Riga, 29 April 2013
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Annual report 2012

Statement of responsibility of the board of the investment
manager

The board of the investment manager are responsible for the preparation of the financial statements of the subfund
ABLV Emerging Markets USD Bond Fund of the investment fund ABLV Emerging Markets Bond Fund.

The financial statements sel oul on pages 7 lo 24 are prepared in accordance with the source documents and
present fairly the financial position of the fund as at 31 December 2012 and 2011 and the resulls of its operations for
the years then ended.

The aforementioned financial statements are prepared on a going concern basis, applying laws of the Republic of
Latvia, the Regulations of the Financial and Capital Market Commission on the Preparation of Reports of Investment
Funds and on the Preparation of Annual Reports of Investment Funds, according to International Financial Reporting
Standards as adopted by the European Union. Appropriate accounting policies have been applied on a consistent
basis. Prudent and reasonable judgements and estimates have been made by the management in the preparation of
the financial statements.

The board of the investment manager are responsible for the maintenance of proper accounting records, the
safeguarding of the fund’s assets, and the prevention and detection of fraud and other irregularities in the fund. They

are also responsible for operating the fund in compliance with the Law of the Republic of Latvia on Investment
Management Companies, FCMC regulations, and other laws of the Republic of Latvia.

For ABLV Assel Management, IPAS:
Chairman of the Board

Leonids Kils

Riga, 29 April 2013

The accompanying notes form an integral part of these financial statements. 5
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Annual report 2012

Custodian bank report

To the investors of
the subfund ABLV Emerging Markets USD Bond Fund of
AlF ABLV Emerging Markets Bond Fund

ABLV Bank, AS, regisiered with the Republic of Latvia Enterprise Register on 17 September 1993 under No
50003149401, located in Riga, Elizabetes iela 23, hereby confirms and altests that:

According to the Law of the Republic of Latvia on Investment Managemeni Companies, FCMC regulations, other
requirements of Latvian laws, and the Custodian Bank Agreement signed on 2 March 2007, ABLV Bank, AS
(hereinafter — the custodian bank) acts as the custodian bank for the subfund ABLV Emerging Markets USD Bond
Fund established by ABLV Asset Management, IPAS.

The custodian bank is responsible for the compliance with the requirements of Latvian laws applicable to custodian
banks and the execution of the Custodian Bank Agreement. The key dulies of the custodian bank are as follows:

- To keep the fund’s property held in the account according to the conditions of the Custodian Bank
Agreement;

- To service the fund’'s account and execute the orders given by the company in respect of the fund's property
held in the account according to the Custodian Bank Agreement;

- To control that the fund’s investment certificates are issued, sold and redeemed and the fund's share value
is calculated following the procedure prescribed by laws, the fund’s Prospectus, and the Fund Management
Regulations;

- To submit to the company the list of persons authorised by the custodian bank to accepi orders at the
effectiveness date of the Cuslodian Bank Agreement;

- To ensure the execution of other duties provided for custodian banks by laws and regulations.

The investment certificates are issued, sold and redeemed pursuant to the requirements of the Law on Investment
Management Companies, the fund’'s Prospectus, and the Fund Management Regulations.

The fund's property is kept in accordance with the requirements of the Law on Investiment Management Companies
and the Custodian Bank Agreement.

The nel assel value is calculated according io the requirements of the Law on Investment Management Companies,
FCMC regulations, the fund’s Prospectus, and the Fund Management Regulations.

The company's orders and transactions involving the property of the subfund ABLV Emerging Markets USD Bond
Fund of AIF ABLV Emerging Markets Bond Fund are in compliance with the requirements of the Law on Investment
Management Companies, the fund’s Prospectus, the Fund Management Regulations, and the Custodian Bank
Agreement.

In the reporting period, there were no errors or illegalities observed in the company’s operations involving the fund’s
property.

For the custodian bank ABLV Bank, AS:

Chairman of the Board /—{ i e
Ernests Bernis / . M’_\"‘_X
F

Riga, 29 April 2013
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Annual reporl 2012

Statement of assets and liabilities

LVL
Assets Notes 31/12/2012 31/12/2011
Demand deposits with credit institutions 4 2,244,245 22,610
Term deposits with credit institutions 4 - 489,600
Financial assets at fair value through profit or loss 8,268,919 5,940,123
Debt securities and other fixed income securities 5 8,268,919 5,940,123
Total assets 10,513,164 6,452,333
Liabilities
Accrued expense 6 (9,402) (6,499)
Total liabilities (9,402) (6,499)
Net assets 10,503,762 6,445,834

For ABLV Assel Management, IPAS
Chairman of the Board

Leontds Ki|s

Riga, 29 April 2013

For ABLV Assel Management, IPAS:

Fund Manager

Sergejs Gaéen
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Statement of income and expense

LVL
01/01/2012- 01/01/2011-
Income Notes 31/12/2012 31/12/2011
Interest revenue 7 381,500 379,857
Total 381,500 379,857
Expense
Remuneration to investment manager (54,251) (47,033)
Remuneration to custodian bank (12,659) (10,974)
Other fund management expense (1.444) (1,461)
Interest expense (72) (5)
Total (68,426) (59,473)
Increase in investment value
Realised increase/ (decrease) in invesiment value 8 351,831 (19,638)
Unrealised increase in investment value 9 66,789 207,098
Increase in net assets from investment 731,694 507,844

For ABLV Asset Management, |
Chairman of the Board

For ABLV Asset Management, IPAS:
Fund Manager _—

Leonids Kils
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Statement of changes in net assets

LvVL
01/01/2012- 01/01/2011-
ltem 31/12/2012 31/1212011
Net assets at the beginning of the year 6,445,834 5,421,283
Increase in net assets from investment 731,694 507,844
Transactions with invesiment certificates
Inflow from sale of invesiment certificales 5,012,396 3,427,370
Qutflow of redemption of investment certificates (1,686,162) (2,910,663)
Total result of transactions with investment certificates 3,326,234 516,707
Increase in net assets for the year 4,057,928 1,024,551
Net assets at the end of the year 10,503,762 6,445,834
Issued investment certificates at the beginning of the year 931,259 840,044
Issued investment certificates al the end of the year 1,343,717 931,259
Net assets per investment certificate at the beginning of the year 6.92 6.45
Net assets per investment certificale at the end of the year 7.82 6.92

For ABLV Asset Management, |
Chairman of the Board

Leonids Kils

Riga, 29 April 2013

For ABLV Asset Management, IPAS:

Fund Manager
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Annual reporl 2012

Statement of cash flows

LvL

01/01/2012- 01/01/2011-

Item 31/12/2012 31/12/2011
Interest received 390,529 387,426
Interest paid (73) (5)
Investment management expense (65,378) (58,849)
Acquisition of financial assets (11,935,564) (8,304,431)
Disposal of financial assels 10,103,922 8,884,646
Decrease in cash and cash equivalents from operating activities (1,506,564) (91,213)
Inflow from sale of investment certificates 5,012,396 3,427,370
Outflow of redemption of investment certificates (1,686,162) (2,910,663)
Increase in cash and cash equivalents from financing activities 3,326,234 516,707
Increase in cash and cash equivalents for the year 1,819,670 425,494
Cash and cash equivalents at the beginning of the year 512,210 21,794
Net foreign exchange difference (87,635) 64,922
Cash and cash equivalents at the end of the year 2,244,245 512,210

For ABLV Asset Management, IPAS:
Chairman of the Board

Leonids Kils

Riga, 29 April 2013

For ABLV Asset Management, IPAS:

Fund Manager

Sergejs Gaé€

10
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Subfund ABLV Emerging Markets USD Bond Fund
Annual report 2012

Note 1

General information

The subfund ABLV Emerging Markets USD Bond Fund of the open-end investment fund ABLV Emerging Markets Bond
Fund is a bond fund registered on 23 March 2007. The registered office of the investment manager is at Elizabeles iela
23, Riga, LV-1010, Latvia.

The fund’s business activity includes investments in debl securities issued by emerging countries, and corporations and
financial institutions, in which the state has the controlling interest, as well as in money market instruments.

The following abbreviations are used in the notes to the financial statements: International Financial Reporting Standards
(IFRS), International Accounting Standards (IAS), International Accounting Standards Board (IASB), International
Financial Reporting Interpretations Commitlee (IFRIC), Financial and Capital Market Commission (FCMC), European
Monetary Union (EMU), European Union (EU), Organisation for Economic Cooperation and Development (OECD), ABLV
Asset Management, IPAS (company), and open-end investment fund (AIF).

Note 2
Principal accounting policies
Basis of Preparation

These financial statements are based on the accounting records made pursuant to the legislative requirements and
prepared in conformily with Inlernational Financial Reporling Standards and IFRIC Interpretations as adopted by the
European Unicn, on a going concern basis.

These records are maintained under the historical cost convention, excepl for financial assets and liabilities which are
reported at fair value.

During the year ended 31 December 2012, the fund consistently applied accounting policies in line with those disclosed
in the prior-year financial statements, except for the changes listed below.

The fund’s functional currency is the US dollar. The monetary unit used in the financial statements is lat (LVL), the
monetary unit of the Republic of Latvia. These financial slatements are reporied in lats, unless otherwise stated.
Information given herein in brackets represents comparative figures for the year ended 31 December 2011, unless
otherwise stated.

Adoption of New and/ or Changed IFRSs and IFRIC Interpretations in the Reporting Year

In the reporling period, the fund has adopted the following new and amended IFRS and IFRIC interpretations, which do
not have a significant impact on the financial slatements:

- amendment to IFRS 7 Financial Instruments - Enhanced Derecognition Disclosure Requirements,

- amendment to IAS 12 Deferred tax - Recovery of Underlying Assets.

The |IASB issued an amendment to IFRS 7 that enhances disclosures for financial assets. These disclosures relate to
assets transferred (as defined under IAS 39). If the assets transferred are not derecognised entirely in the financial
stalements, an enlity has to disclose information that enables users of financial statements {o understand the relationship
between those assets which are nol derecognised and their associated liabililies. If those assels are derecognised
entirely, but the entily retains a continuing involvement, disclosures have 1o be provided that enable users of financial
statements to evaluate the nature of, and risks associated with, the entity’s continuing involvement in those derecognised
assets. The amendment has only disclosure effects. The adoption of this amendment does not affect these financial
statements because the fund does not have such financial assets.

The amendment to IAS 12 Deferred tax is effective for annual periods beginning on or afler 1 January 2012. The
amendment clarifies the determination of deferred tax on investment property measured at fair value. The amendment
introduces a rebuttable presumption thal deferred tax on invesiment property measured using the fair value model in IAS
40 should be determined on the basis thal its carrying amount will be recovered through sale. Furthermore, it introduces
the requirement that deferred lax on non-depreciable assels that are measured using the revaluation model in IAS 16
always be measured on a sale basis of the asset. This amendment has not yet been endorsed by the EU. The fund has
assessed that this amendment will not affect its financial position and performance because the fund measures its
investment properties according to the cost model.

Standards issued but not yet effective or not endorsed by the EU and not early adopted

The accompanying notes form an integral part of these financial statements. 1
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Annual reporl 2012

The fund has not applied the following IFRS and IFRIC interpretations that have been issued as of the date of
authorisation of these financial stalements for issue, but which are not yet effective:

IAS 1 Financial Siatemeni Presentafion (Amended) — Presentation of lems of Other Comprehensive Income

The amendment is effective for annual periods beginning on or after 1 July 2012. The amendments to [AS 1 change the
grouping of items presented in GCl. Items that could be reclassified (or ‘recycled’} to profil or loss at a fuiure point in time
{for example, upon derecognition or settlement) would be presenied separately from items thal will never be reclassified.
The amendment affects presentation only and has no impact on the fund’s financial position or perfarmance. This
amendment has nol yet been endorsed by the EU. The fund is in the process of assessing the impact of this amendment
on the disclosures to be included in these financial siatements.

IAS 18 Employee Benefits {Amended)

The amendment is effective for annual periods beginning on or after 1 January 2013. The IASB has issued numerous
amendments to |AS 18. These range from fundamental changes such as removing the corridor mechanism and the
concepl of expecled relurns on plan assets lo simple clarifications and re-wording. Early application is permitted. This
amendment has nol yet been endorsed by the EU. The fund is in the process of assessing the impact of this amandrment
on its financial position or performance.

IAS 27 Separate Financial Slatemenis (Revised)

The Standard is effective for annual periods beginning on or after 1 January 2013. As a result of the new standards IFRS
10 and IFRS 12, this standard was amended to contain accounting and disclosure reguirements for investments in
subsidiaries, joint ventures and assoctates when an entity prepares separate financial statements. |1AS 27 Separate
Financial Statements requires an entity preparing separate financial statements to account for those investments at cost
or in accordance with [IFRS 9 Financial Instruments. Earlier application is permitted. This amendment has not yet been
endorsed by the EU. The fund is in the process of assessing the impact of this amendment on its financial position or
performance.

IAS 28 Invesiments in Associales and Joint Veniures (Revised)

The Slandard is effective for annual periods beginning on or after 1 January 2013. As a consequence of the new [FRS
11 and iIFRS 12, |AS 28 has been renamed 1AS 28 Investments in Associates and Joint Ventures, and describes the
applicaticn of the equity method to invesiments in joint ventures in addition to associales. Earlier application is permitied.
This amendment has not yet been endorsed by the EU. The fund is in ihe process of assessing the impact of this
amendment on ils financial position or performance.

IAS 32 Financial Instruments: Presentation (Amended) - Offsetling Financial Assets and Financial [iabilities

The amendment is effective for annual periods beginning on or after 1 January 2014, This amendment clarifies the
meaning of “currently has a legally enforceable right to set-off' and also clarifies the application of the |AS 32 offsetting
criteria to settlement systems {such as central clearing house systems) which apply gross settlement mechanisms that
are net simultaneous. The amendments o IAS 32 are to be retrospectively applied. Earlier application is permitied.
However, if an entily chooses to early adopt, it musi disclose that fact and also make the disclosures required by IFRS 7
Offsetting Financial Assets and Financial Liabifities amendments. This amendment has not yet been endorsed by the
EU.

IFRS 7 Financial Instruments: Disclosures (Amended) - Offselting Financial Assets and Financial Liabilities

The amendmenit is effective for annual periods beginning on or after 1 January 2013. The amendment introduces
common disclosure requirements. These disclosures would provide users with infarmation that is useful in evaluating the
effect or polentiai effect of netting arrangements on an entity’s financial position. The amendments to IFRS 7 are to be
relrospeciively applied. The fund is in the process of assessing the impact of this amendment on its financial position or
pesformance.

IFRS 8 Financial Instruments - Classification and Measurement

The new standard is effective for annual periods beginning on or after 1 January 2015. IFRS 9 as issued will eventually
replace I1AS 39 and it applies to classification and measurement of financial assets and financial liabilities as defined in
IAS 38. Phase 1 of IFRS 9 will have a significant impact on the classification and measurement of financial assets and a
change in reporting for those entities that have designated financial liabilities using the FVO. In subsequent phases, the
IASB wilt address hedge accounting and impairment of financial assels. Eariier applicalion is permitled. This standard
has not yel been endorsed by the EU. The fund is in the process of assessing the impacl of the new standard on its
financial position or performance.

IFRS 10 Consofidated Financial Statements

The new standard is effective for annual periods beginning on or after 1 January 2013. IFRS 10 replaces the portion of
IAS 27 Consolidaled and Separale Financial Statements thal addresses the accounting for consclidated financial
statements as well as §IC-12 Consdlidation — Special Purpose Entities. IFRS 10 establishes a single control model that
applies to all entities including special purpose entilies. The changes inlroduced by IFRS 10 will require management 1o
exercise significant judgmenit fo determine which enlities are controtled and, therefore, are required to be consolidated by
a parenl. Examples of areas of significant judgment include evaluating de facto control, potential voting rights or whether
a decision maker is acting as a principal or agent. This slandard has not yet been endorsed by the EU. The fund is in the
process of assessing the impact of the new standard on its financial position or performance,

The accompanying notes form an integrat part of these financial statements. 12
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IFRS 11 Joint Arrangemenis

The new standard is effective for annual periods beginning on or after 1 January 2013, IFRS 11 replaces IAS 31
Inieresis in Join! Venlures and SIC-13 Jointly-controfled Entities -— Non-monetary Contribulions by Venturers. IFRS 11
eliminates proportionate consolidation of jointly controlled entities. Instead, jointly conirolied entities that are classified as
joint ventures must be accounted for using the equity method. Additionally, jointly controlled assets and operations are
joint operations under IFRS 11, and the accounting for those arrangements will generally be consistent with today's
accouniing. Thal is, the enlity will continue 1o recognise its relative share of assets, liabililies, revenues and expenses.
This standard has nol yet been endorsed by the EL. The fund is in the process of assessing the impact of the new
standard on ils financial posilion or performance.

IFRS 12 Disclosures of Involvermnen! with Gther Eniilies

The new standard is effective for annual periods beginning on or after 1 January 2013. IFRS 12 includes all of the
disclosures that were previously in IAS 27 related to consolidaied financial statements, as well as all of the disciosures
thal were previously included in IAS 31 and |AS 28, These disclosures relate to an entity’s interests in subsidiaries, joint
arrangements, associates and special purpose enlities. A number of new disclosures are also required. This slandard
has not yel been endorsed by the EU. The {und is in the process of assessing the impact of the new slandard on ils
financial positien or perfermance.

Amendments {0 IFRS 10, IFRS 12 and IAS 27 - invesiment Enlities

The amendments are effective for annual pericds beginning on or after 1 January 2014, once adopted by the EU. The
amendments apply to entities that qualify as investment entities. The amendments provide an exception to the
consolidalion requiremenis of IFRS 10 by requiring investment entities lo measure their subsidiaries at fair value through
profil or foss, rather than consolidatle them. The fund is in the process of assessing ihe impact of this amendment on its
financial position or performance.

IFRS 13 Fair Value Measurementi

The new standard is effective for annual periods beginning on or after 1 January 2013, IFRS 13 establishes a single
source of guidance under IFRS for all fair value measurements. IFRS 13 does not change when an entity is required to
use fair vaiue, but rather provides guidance on how to measure fair value under IFRS when fair value is required or
permitted. This standard should be applied prospectively and early adoption is permilled. This standard has not yet been
endorsed by the EU. The fund is in the process of assessing the impact of the new standard on its financial posilion or
performance.

IFRIC Interpretation 20 Stripping Costs in the Production Phase of a Surface Mine

The interpretation is effective for annual periods beginning on or after 1 January 2013. This interpretation only applies to
stripping costs incurred in surface mining activity during the production phase of the mine. Early application is permitted.
IFRIC 20 has not yet been endorsed by the EU. The implementation of this interpretation will not have any impact on the
fund’s financial stalements because the fund is not engaged in mining.

The IASB has issued the Annual Improvements to IFRSs 2008 — 2011 Cycle, which contains amendments to its
slandards and the related Basis for Conclusions. The annual improvements project provides a mechanism for making
necessary, but non-urgent, amendments to IFRS.

The effective date for the amendments is for annual periods beginning on or after 1 January 2013. Earlier application is

permitted in all cases, provided that fact is disclosed. This project has not yet been endorsed by the EU. The fund is in

the process of assessing the impact of the project on its financial position or performance;

- 1AS 1 Financial Statemeni Presentation: Clarifies the difference between volumary addilionat comparative information
and the minimum required comparative information. Generally, the minimum required comparative period is the
previous period. An entily musl include comparative information in the retaled noles to the financial statements when
it voluntarily provides comparative information beyond the minimum required comparative period. The additional
cemparalive period does not need to conlain a complete set of financial statements. in addition, the opening
stalement of financial position (known as the "third balance sheet”) must be presented in the following circumstances:
when an entity changes its accounting policies; makes retrospective restatements or makes reclassifications, and
that change has a material effect on the statement of financial position. The opening statement would be at the
beginning of the preceding period. However, unfike the voluntary comparative information, the related notes are not
required to accompany the “third balance sheet”,

- A8 16 Praperly, Plant and Equipment: Clarifies that major spare paris and servicing equipment that meet the
definition of property, planl and equipment are not inventory.

- |A8 32 Financial Instruments: Presentation: Clarifies that income taxes arising from distributions to equity halders are
accounted for in accordance with IAS 12 Income Taxes. The amendment removes existing incomae 1ax requirements
from IAS 32 and requires entities {o apply the requirements in 1AS 12 to any income tax arising from distributions 1o
equity holders.

- |AS 34 Interim Financial Reporting: Clarifies the requirements in I1AS 34 relating lo segment information for total
assets and liabilities for each reportable segment to enhance consistency with the requirements in IFRS 8 Operating
Segmenis. Total assets and liabilities for a particular reportable segment need to be disclosed only when the
amounts are regularly provided lo the chief operating decision maker and there has been a malerial change in the
total amount disclosed in the entily's previcus annual financial staiements for that reporiable segment.

- Transition Guidance (Amendments to IFRS 10, IFRS 11 and [FRS 12). The guidance is effective for annual periods
beginning on or afler 1 January 2013. The IASB issued amendmenits to IFRS 10 Consolidated Financial Statements,
tFRS 11 Joint Arrangemenis end IFRS 12 Disclosure of Interesis in Other Entities. The amendments change the
transition guidance to provide further relief from full retrospective application. The date of initial application in IFRS 10

The accompanying notes form an integral part of these financial statements. 13
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is defined as 1he beginning of the annual reporling period in which IFRS 10 is applied for the first lime. The
assessment of whether control exists is made at “the date of initial application” rather than af the beginning of the
comparative period. If the control assessment is different between IFRS 10 and 1AS 27/8IC-12, retrospective
adiusiments should be determined. However, i the control assessment is the same, no refrospective application is
required. If more than one comparative period is presented, additional relief is given to require only one period to be
restated. For the same reasons IASB has also amended IFRS 11 Joint Arrangements and IFRS 12 Disclosure of
Interests in Other Entities 1o provide transition relief. This guidance has not yet been endorsed by the EU. The fund is
in the process of assessing the impact of the guidance on ils financial posilion or performance.

The fund plans 1o adopt the above mentioned standards and inierpretations on their effectiveness daie.

The fund has nol early adopted any other slandard, interprelation or amendment that has been issued bhul is not yet
effective,

Significant Accounting Estimates and Assumptions

The preparation of financial statements in accordance with IFRS as adopted by the EU requires the management to
make estimates and assumptions that affect the reported amounts of assets, liabilities, income and expense, and
disclosure of contingencies. Future evenls occur which cause the assumptions used in arriving al the eslimales to
change. Such eslimales and assumplions are based on most reliable information available 1o the management in respect
to specific events and acticns. The effecl of any changes in estimates will be recorded in the financial slalemeants when
determinable. The significant areas of estimation and assumptions relate 1o determining the fair value of financial assets.

Revenue and Expense Recognition

All major revenue and expense items are recognised on an accrual basis. Commission and fee revenue and expense are
included in the statement of income and expense over the period or al a specific time, excepi for commission and fee
revenue and expense directly allribulable to financial assets and liabilities measured at amortised cost — for these assels
and liabilities the respeclive commission and fee revenue and expense form an integral parl of the effective inlerest rate.
Interest revenue is recegnised in the period when earned using the effeclive interest method and includes inlerest
revenue fram debt securities and term deposits.

The difference between the acquisition price and the value of a financial instrument (hereinafier — a 'Day 1" profit or loss)
is not recognised in the statement of income and expense at the acquisition date. The ‘Day 1’ profit or loss from
transactions is recognised on an individual basis. The difference is either recognised in the statement of income and
expense during the term of the transaclion, or deferred and recognised only when the fair value of the financiaf
instrument may be determined using observable data, or recognised in the slalement of income and expense upon
derecognition of a financial instrument. The financial instrument is subsequently stated at fair value adjusled by the
deferred ‘Day 1° profit or ioss. Fair value changes are recognised in the statement of income and expense without
making adjustments to the deferred '‘Day 1’ profit or loss.

Foreign Currency Translalion

The fund's funciional currency is the US dollar bul, accerding {e the FCMC requirements, the {und ensures accounting
also in Latvian lats. These financial statements are prepared based on fransaction accounting in Latvian lats. Income or
expense resulting from changes in exchange rates is included in the statermnent of income and expense of the reporting
period. Income or expense in foreign currencies is translated into Latvian lats at the official currency exchange rate fixed
by the Bank of Latvia at the date of recognition cf the respective Hems. Assets and liabilities denominated in foreign
currencies are translated into Latvian [ats applying the official exchange rates fixed by the Bank of Latvia at the year end.

Assels and lizbilities denominated in foreign currencies are translated into Latvian lats ai the official exchange rates
esiablished by the Bank of Lalvia al the reporting date (LVL for one foreigh currency unit);

Reporling dale usD
31 December 2012 0.531
31 December 2011 0.544

Cash and Cash Equivalents

Cash and cash equivalents comprise fund’s demand deposits with credit institutions and term deposits with credit
institutions with a contractual original maturity of three months or fess. Cash and cash equivalents are highly liguid
investments that are readily converiible to known amounts of cash and that are subject to an insignificant risk of change
in value.

The accompanying notes form an integral part of these financial statements. 14
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Recognition and Derecognition of Financial Assets and Liabilities

A financial asset is any asset that is cash, an equity instrument of another entity, a contractuat right to receive cash or
another financial asset from another entity or to exchange financial assets or financial liabllities with another eniity under
conditions thal are potentially favourable to the entily; or a derivative that will or may be sellled other than by the
exchange of a fixed amount of cash or another financial asset for a fixed number of the entity's own equily instruments.

A financial liability is any liability that is a contractuat obligation lo deliver cash or another financial asset 1o another enlity
or to exchange financial assets or financial liabilities with another entity under conditions that are petentially unfavourable
o the entity; cr a derivative that wili or may be setifed other than by the exchange of a fixed amocunt of cash or ancther
financial asset for a fixed number of the entity’s own equity instruments.

The fund recognises financial assels and liabilities in its statement of assets and liabilities when, and enly when, the fund
becomes a parly lo the coniractual provisions of the instrument.

Afinancial asset is derecognised only when the cantraciual rights 1o raceive cash flows frem the asset have expired, or
the fund has transterred the financial asset and substantially all the risks and rewards of the asset to the counterparty. A
financial lzabilily is derecognised cnly when the obligation under the liability is discharged according to the contract or
cancelled or expires.

All purchases and sales of financial assels are recognised and derecognised on the seltlement date. The acquisilion
value of securilies is determined on a weighed average cost hasis.

Fair Vatue of Financial Assets and Liabilifies

fair value is the amount for which an asset could be exchanged or a liability settled between a knowledgeable, willing
buyer and a knowledgeable, willing seller in an arm’s length transaction. The best evidence of fair value of financial
assetls and liabilities is quoted prices in an active market. If the market for a financial asset or Hiability is inactive, fair
value is established by using a valuation lechnique, including discouniled cash flow analysis, recent transaclions that are
subsiantially the same, as well as managemen! eslimales and assumplions

Financial Instruments

Financial assets at fair value through profit or loss:

Financial assets at fair value through profit or loss are fixed income held-for-trading securities, i.e., securities acquired for
generating a profit from short-term fluctuations in price. Financial assets are analysed by the fund manager on the basis
of their fair value and cther financial information.

Securilies are initially stated al {air value and further marked-te-market on the hasis of quoled markel prices. Any gain or
loss resulting from revaluation of securilies al fair value as well as any gain or loss resulling from disposal of the above
securilies is included in the statement of income and expense. Meanwhile, interest revenue earned and/ or accrued is
charged to the statement of income and expense using the effective interest rate (EIR) methed.

Provisions

Provisions are recognised when the fund has a present obligation (iegal or construclive) as a result of a past event, it is
probable thal an cutflow of resources embodying economic benefils will be required o seille the obligation, and a reliable
estimate can be made of the amount of the obligation. If the effect of the ime value of money is material, provisions are
determined by discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of
the time vafue of money and, where appropriate, the risks specific to the liability.

Taxes
Income earned by the helders of the fund’s certificales is subject 10 income taxes in the country of its origin. The fund's

income is exempt from income taxes. The fund is not a Latvian carporate income tax payer, and upon annulment of the
fund's investment certificaies, no income taxes are charged on increases in value.

The accompanying notes form an integral part of these financial statements. 15
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Note 3
Risk management

Risks are inherent in the investment process and risk management is one of the fund’s strategic values, which is based
on the confidence that efficient risk management is critical for the success of the fund. Managing risks permits keeping
the fund’s exposure al a level meeting its willingness and ability 1o underlake risks.

The key investment risks are market risk (price risk and interest rate risk), liquidity risk, credit risk, legal risk, strategic
risk, information risk, foreign investment risk, and other business-related risks. Considering that the company makes
investments only in the subfund’s base currency (USD), there is no exposure to currency risk.

Risk management stands for identification, assessment and control of potential risks.

The company acts in strict compliance with the provisions and restrictions of the prospectuses, agreements, and Latvian
laws, as well as assesses the compliance of the investments made cn an ongoing basis.

To minimise the investment risks, the fund is managed following the risk diversification and hedging principles. The
company applies qualitative and quantilative assessments to manage financial risks. According 1o the qualitative
assessment, investments are made in assets corresponding 1o cerlain parameters. In planning investments, the
company takes inlo consideration investment safety in each particular country and particular financial instruments and
term deposits with banks, i.e., analyses credit ratings granted to the respective country, bank or company. In developing
the investment strategy and stating limits, the company performs an analysis of the fund’s investments by maturity,
geographical placements, currency profile, industry, etc., assessing the risks inherent in each of the above factors.
Meanwhile, the quantitative assessment is expressed as limits set for specific investment types, countries and regions,
industries, specific issuers and counterparlies.

When invesiments are made abroad, particular attention is paid lo expected invesimenl-related currency fluctuations
against the fund’s base currency. For risk mitigation purposes, the company performs:

- Country assessment according to international rating agencies scale;

- Assessment of the political situation in the country;

- Assessment of the economic situation in the country.

The investment strategy of the fund is aimed at minimising the aforementioned risks to the maximum extent possible;
however, the company cannot guarantee that these risks can be completely avoided in the future.

Note 4

Deposits with credit institutions

31/12/2012 31/12/2011
a Carrying ) Carrying
Carrying amount to wanrying amount to

amount - amount 2
fund's assets fund's assets
Demand deposits with credit institutions LVL % LVL %
Demand deposits with ABLV Bank, AS 2,244 245 21.35 22,610 0.35
Term deposits with ABLV Bank, AS - - 489,600 7.59
Total demand deposits with credit institutions 2,244,245 21.35 512,210 7.94

The fund received interest on demand deposits fixed as monthly average LIBOR EUR o/n - 0.2%; if LIBOR EUR o/n -
0.2% was less than 0, the 0% rate was applied. Starting from 1 December 2012, no interest has been paid on demand
deposits. No payments related to term deposits and securities were past due in the reporting period.

Note 5
Debt securities and other fixed income securities

All debt securities and other fixed income securities are classified as financial assets at fair value through profit or loss.
All securities, except for the debt securities of the REPUBLIC OF IRAQ, are listed on regulated markets (stock
exchanges). All securities are traded over-the-counter.

The accompanying notes form an integral part of these financial statements. 16
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Financial assels at fair value through profil or loss by geocgraphical placement:

31/12/2012 31/12/2011
R Carryin ) Carryin

SIS amountto ST amcuntic

fund's assels fund's assels

Geographical placement LvL % LviL Y%
Other countries 5,888,891 58.01 4,538,427 70.35
Other EU Member States 1,010,782 a.62 523,981 8.12
Latvia 489,214 4.65 201,382 312
QECD countries 471,405 4.48 875,333 10.47
EMU couniries 231,822 2.21 - -
internalional organisations 176,805 1.68 - -
Total debt securities and other fixed income securities 8,268,819 78.65 5,840,123 92.06

Debt securities and other fixed income securities by country profile and issuers:
Fixed income securities traded on regulated markets as at 31 December 2012:

Amount Acquisition Carrying arﬁi[lrr{tmtg

value amount fund's assets

Country Issuer rumber LVL LvL %
Angola 250 147,850 148,194 1.41
REPUBLIC OF ANGOLA 250 147,850 148,194 1.41

Argentina 450,000 232,922 241,783 2.02
REPUBLIC OF ARGENTINA 450,060 232,822 211,783 2.02

Azerbaijan 400 226,206 238,726 2.27
STATE QIL CO OF THE AZERBALJAM 400 226,206 238,726 227

Brazil 250 170,570 169,272 1.61
PETRCLEO BRASILEIRD SA 250 170,570 169,272 161

South Africa 400 267,591 268,657 2.56
REPUBLIC OF SOUTH AFRICA 400 267,591 268,657 2.56

Dominicana 200 120,803 124,664 1.19
DOMINICAN REFUBLIC 200 120,803 124,664 1.9

Egypt 360 159,831 158,198 1.51
ARAB REPUBLIC OF EGYPT 300 159,831 158,198 1.51

Philippines 700 513,729 513,152 4.88
REPUBLIC OF PHILIPPINES 700 513,729 513,152 4.88

Gabon 350 221,215 226,134 2.15
GABONESE REPUBLIC 350 221,215 226,134 2.16

Ghana 450 274,992 280,086 2.66
REPUBLIC OF GHANA 450 274,992 280,086 2.66

Georgia 250 154,256 155,192 1.48
REPUBLIC OF GEORGIA 250 154,256 155,192 1.48

Croatia 550 335,844 342,745 3.26
REFUBLIC OF CROATIA 550 335,844 342,745 3.26

Indonesia 800 482,675 495,102 4.71
REPUBLIC OF INDONESIA 800 482,675 495,102 4.71

Kazakhstan 700 375,045 382,422 3.64
DEVELOPMENT BANK OF KAZAKHS 400 213,674 221,804 211

SAMRUK-ENERGY JSC 300 161,371 160,618 1.53
The accompanying notes form an integral part of these financial statements. 17
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Table {cont'd):

Amount Acquisition Carrying argz:z:r;g

value amount fund's assels

Geuntry Issuer number LVL LVt %

Russia 746,042 715,247 748,646 7.12

JSC VTB BANK 200 112,838 116,191 1.13

RUSSIAN FEDERATION 745,342 309,223 320,485 3.05

SBERBANK OF RUSSIAN FEDERATION RinH 167,339 176,219 1.68

VYNESHECONOMBANK 200 125,847 132,751 1.26

L atvia 800 458,423 489,214 4.65

REPUBLIC OF LATVIA 800 458,423 489,214 4.65

Lithuania 500 283,909 303,133 2.88

REPUBLIC OF LITHUANIA 500 283,800 303,133 2.88

Morocco 200 105,404 106,955 1.02

Kingdom of Morocco 200 105,404 106,855 1.62

Nigeria 200 125,316 128,526 1.22

FEDERAL REPUBLIC OF NIGERIA 200 125,316 128,526 1.22

Poland 300 194,346 203,282 1.93

REPUBLIC OF POLAND 300 194,348 203,282 1.93

Romania 200 247,181 264,289 2.51

ROMANIA 200 247,181 264,289 2.51

Senegal 200 114,696 126,551 1.20

REPUEBLIC OF SENEGAL 200 114,696 126,551 1.20

Slovakia 400 219,185 231,822 2.21

SL.LOVAK REPUBLIC 400 219,185 231,822 2.21

Sri Lanka 400 227,719 234,372 2.23

REPUBLIC OF SR LANKA 400 227,719 234,372 2.23

Turkey 700 446,269 471,404 4.48

REPUBLIC OF TURKEY 700 446,269 471,404 4.48

Ukraine 400 217,034 217,230 2.07

UKRAINE GOVERNMENT 400 217,034 217,930 2.07

Hungary 400 230,985 240,078 2.28

REPUBLIC OF HUNGARY 400 230,985 240,078 2.28

Venezuela 2,700 255,634 269,876 2.57

REPUBLIC OF VENEZUELA 2,700 255,634 269,876 2.57

Vietnam 350 209,480 213,483 2.03

SCCIALIST RER OF VIETNAM 350 209,480 213,483 2.03

international organisations 300 170,252 176,805 1.68

EURASIAN DEVELOPMENT BANK 300 170,252 176,805 1.68

Total financial instruments traded on reguiated markets 7,904,609 8,140,693 77.43
Other fixed income securities as at 31 December 2012:

_— . Carryin

Amount ASUSon - Caming g

fund's assets

Country Issuer number LvL LvVL %

Irag 250 118,148 128,226 1.22

REPUBLIC OF IRAQ 250 118,148 128,226 1.22

Other financial instruments, total 118,148 128,226 1.22

Total debt securities and other fixed income securities 8,022,757 8,268,919 78.65

The accompanying notes form an integral part of these financial statements. 18



@ 9 O e & e @ VI OR»PI IV VPRI EW®”DBRMDEBOE

L

o @@

Open-end investment fund ABLV Emerging Markets Bond Fund
Subfund ABLV Emerging Markets USD Bond Fund
Annual report 2012

Note 6

Accrued expense

LVL
Item 31/12/2012 31/12/2011
Accrued commission fees payable to investment manager (6,514) (4,151)
Accrued commission fees payable to custodian bank {1,519) (968)
Accrued fees payable for professional services (1,344) {1,355)
Accrued payments to Riga Stock Exchange (25) (25)
Total accrued expense (9,402) (6,499)
Note 7
Interest revenue
LVL
01/01/2012 - 01/01/2011 -
Item 31/12/2012 31/12/2011
From financial assels al fair value through profit or loss 381,393 379,622
From deposits with credit institutions 107 235
Total interest revenue 381,500 379,857
Note 8
Realised increase/ (decrease) in investment value
LVL
01/01/2012 - 01/01/2011 -
Item 31/12/2012 31/12/2011
Income from sale of investments 9,940,080 8,763,004
Acquisition value of investments sold (9,588,249) (8,772,642)
Total realised increase/ (decrease) in investment value 351,831 (19,638)
Note 9
Unrealised increase in investment value
LVL
01/01/2012 - 01/01/2011 -
Item 31/12/2012 31/12/2011
Revaluation of financial assets at fair value through profit or loss 318,072 (100,951)
Currency exchange gain (251,283) 308,049
Total unrealised increase in investment value 66,789 207,098

The accompanying notes form an integral part of these financial statements.
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Note 10
Change in investment assets during the reporting year

The table below shows changes in the fund's investment portfolio in 2012:

LVL
kreronss v ko Decrease for Fair value ci?r:ar;?:n
01/01/2012 . the reporting revaluation \ Y 31/12/2012
reporting year translation
year resul
Item result
PRGN STl Bt VN voic 5040,123 12,668,788  (10,494,346) 318,072 (163,718) 8,268,919
through profit or loss
Total assets 5,940,123 12,668,788  (10,494,346) 318,072 (163,718) 8,268,919
The table below shows changes in the fund’s investment portfolio in 2011:
LVL
Increase for the — Far Foreign currenc
01/01/2011 : the reporting revaluation on Y 31/12/2011
reporting year translation result
year result
Item
FRnCIe! Hesscle Bl Tl vele 5,405,201 9684,053  (9,289,858) (100,951) 241,678 5,040,123
through profit or loss
Total assets 5,405,201 9,684,053 (9,289,858) (100,951) 241,678 5,940,123

Note 11
Credit risk
Credit risk is a risk that the fund’s value will decrease from counterparty’s or issuer's non-performance or default.

The fund believes that its exposure to credit risk arises mainly from investments in fixed income securities and balances
due from credit institutions.

Credit risk associated with the fund’s financial assets is managed on the basis of the following classification of credit
ralings assigned by inlernational rating agencies:

High quality: AAA — BBB- (Standard & Poor's/ Fitch); Aaa — Baa3 (Moody's Investors Service);
Average quality: BB+ - BB- (Standard & Poor's/ Fitch); Ba1 - Ba3 (Moody's Investors Service);
Low quality: B+ - B- (Standard & Poor's/ Fitch); B1 - B3 (Moody's Investors Service), and lower ratings.

The following table presents the analysis of the fund’s assets by credit ratings as at 31 December 2012:

LVL

. . Average . .
ro— High quality quality Low quality ~ No rating Total
Demand deposits with credit institutions - - - 2,244.245 2,244,245
Financial assets at fair value through profit or loss 2,919,589 3,597,645 1,623,459 128,226 8,268,919
Total assets 2,019,589 3,597,645 1,623,459 2,372,471 10,513,164

The accompanying notes form an integral part of these financial statements. 20
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The following table presents the analysis of the fund’s assets by credit ratings as at 31 December 2011:

LVL
. . Average . )
Assets High quality quality Low quality N rating Total
Gemand deposits with credif institutions - - - 22,610 22,610
Term deposits with credit institutions - - - 489,600 488,600
Financial assets at fair value through profit or loss 2,895,795 1,786,514 1,143,846 113,868 5,940,123
Total assets 2,895,795 1,786,514 1,143,046 626,078 6,452,333
Credit risk concentration analysis by geographical area as at 31 December 2012:
LVL
, emu SMEEUaren Other  International
Lalvia ) Member ) . o Tolal
countries countries  countries  organisations
Assets Slates
Demand deposits with credil instifutions 2,244,245 - - - - - 2,244,245
Financiat asssts at fair value through 489.214 231,822 1,010,782 471,405 5,888,891 176,805 8,268,919
profit or loss
Total asseis 2,733,459 231,822 1,010,782 471,405 5,888,891 176,805 10,513,164
Liabilities
Accrued expense (9,402} - - - - - (9,402}
Total liabilities (9,402} - - - - - (9,402)
Net assets, total 2,724,657 231,822 1,016,782 471,405 5,888,891 176,805 10,503,762
Credit risk concentration analysis by geographical area as at 31 December 2011:
LVt
Cther EU
Latvia ~ Member OE(.:D Otr}er Total
countsies  countries
Assets States
Demand deposits with credit institutions 22,610 - 22,610
Term deposits with credil institutions 489,600 - - - 489,600
Financial assets at fair value through profit or loss 201,382 523,981 675,333 4538427 59840,123
Total assets 713,592 523,981 675,333 4,539,427 6,452,333
Liabilities
Accrued expense (6,499) - - (6,499)
Total liabilities {6,499) - - (6,499}
Net assets, total 707,083 523,981 675,333 4,539,427 6,445,834
Breakdown of debl securilies and other fixed income securities by indusiry profile:
31/12/2012 3141212011

Carrying amount

Carrying amount to
fund's assets

Carrying amount {c

rryi nt
Carrying amou fund's assels

Industry LVL (%) LVL (%)
Central governments 7,183,089 58.32 5,043,671 78.17
Finance 517,214 4,92 780,040 12.08
Energy 407,998 3.88 116,412 1.80
Ulilities 160,618 1.53 - -
Total debt securities and other fixed 8,268,919 78.65 5,940,123 92.06

income securities

The maximum exposure to credit risk is assessed without taking into account collateral and other credit enhancements.

The accompanying notes form an integral part of these financial statements.
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Analysis of the fund’s maximum credit risk exposure;

LVL

3/12i2012 31/12/2011

Maximum Maximum

Assets Carrying amount exposure Carrying amount exposure

Demand deposits with credit institutions 2,244,245 2,244 245 22,610 22,610

Term deposits with credii institutions - - 488,600 489,800

Financial assels al fair value through profil or loss 8,268,919 8,268,919 5,940,123 5,840,123

Total assets 10,513,164 10,513,164 6,452,333 6,452,333
Note 12

Financial risks
a) Interest rate risk

Interest rate risk represents the effect of changes in market rates on the fund’s value, affecting the fund's interest
revenue and the market value of inancial assets.

The effeci on nel interest revenue is calculated as 1% of the nominal value of securities bearing interesl at a floating rate
(& 1% decrease in the interest rate will lead 1o the respective reduction of interest revenue). The effect on the value of
financial assels at fair value through profit or loss is calculated as duration of these assets (the effect of changes in
interesi rates on the price of securities and, accordingly, the fund's value).

The total fund’s sensitivity to changes in interest rates is calculated as the total of net interest revenue sensitivity and that
of the value of financial assets.

The table below demonsiraies sensilivily to changes in inlerest rales:

LVL

0110112012 - 31/12/2012 01/01/2041 - 31/12/2011

+100bps -100bps +100bps -100bps

Effect on profit (412,546) 412 546 {343,880) 343,880

b} Liguidity risk

Liguidity risk is the risk that the fund wilf sustain a loss if its assets cannot be realised at minimal expense within a cerlain
period of time.

Liquidity risk is minimised by holding parl of the fund’s assets as cash and short-lerm debt securities as well as high-
qualily, highly liquid securities, ensuring the adequate diversification of the investments and fixing maturily dales within a
wide malurity range, analysing the data regarding the plans revised by the participants and relaied cash flows as welf as
forecasting the fund’s parlicipanis and cash flows.

The table below presents the distribution of the fund's assets and liabilities inte maturity bands based on the remaining
period of the contractual maturity date as at 31 December 2012:

Lk,
Up to 1 1-12 1-5 Morethanb Total
Assets month months years years
Demand deposils with credit institutions 2,244,245 - - - 2,244,245
::olgsanclai assets at fair vatue through profit or i . 2797682 5541237 8268919
Total assets 2,244 245 - 2,727,682 5,541,237 10,513,164
Liabilities
Accrued expense (8,033) (1,368) - - (9,402)
Total liabilities {8,033) {1,369) - - {9,402)
Net assets 2,236,212 {1,368} 2,727,682 5,541,237 10,503,762

The accompanying notes form an integral part of these financial statements. 22
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The table below presents the disiribution of the fund's assets and liabilifies into maturity bands based on the remaining
period of the contractual maturity date as at 31 December 2011

LVL

Upio 1 1 -12 1-5 More than § Totzl
Assets month months vears years
Demand deposits wilh credil institulions 22,610 - - - 22,610
Term deposits with credit institutions - 489,600 - - 489,600
;;:Sancral assets at fair value through profit or ) N 056,026  4,083.807 5.940.123
Total assets 22,610 488,600 956,226 4,983,397 6,452,333
Liabilities
Accrued expense {5,144) {1,355) - - (6,499)
Total liabilities {5,144} (1,355) - - (6,499)
Net assets 17,466 488,245 956,226 4,983,897 6,445,834
Note 13

Information on holders of investment certificates

The below lable specifies the propaortion of investment cerificales held by relaled parlies out of lotal investiment

cerlificates issued:

31/12/2012 31/12/2011

Number of % of {otal Number of % aof total

Item ceriificates certificates certificates certificates
Investment ceriificales held by related parties 19,581 1.46% 19,378 2.08%
investment certificates held by other persons 1,324,136 88.54% 911,883 97.92%
Investment certificates issued as at the year end 1,343,717 100.60% 931,259 100.00%

Note 14

Related party disclosures

The majority of the fund's investments are acquired with the mediation of the custodian bank ABLY Bank, AS. ABLV
Bank, AS receives also remuneration as the custodian bank, as disclosed in the statement of income and expense. In
addition, the fund's cash is held with ABLV Bank, AS (see Note 4).

The remuneration paid {o the investmenl manager during the reporting year is disclosed in the stalement of income and

expense.

During the reporting year, relaled parlies acquired 712 {18,869) invesiment cerlificales and sold 1,565 (0} investment

certificates of the fund.

Note 15

Pledged assets

During the reporling year, no guaraniees or collateral have been issued by the fund, neither has it pledged or otherwise

caused any encumbrance or lien on ils assels.

The accompanying notes form an integral part of these financial statements.
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Note 16

Fair value of financial instruments

The management of the company believes that the carrying amounts of financial assets and liabilittes approximate to
their fair values, The company assumes that the fair value of liquid financial assets and financial Fabilities or financial
assels and financial liabilities having short maturities (fess than three months) approximates to their carrying amount.
The fair value of the fund's financial assels and liabilities is chiefly based on the official price quotations in an active
market.

Hierarchy of input data for determining the fair value of financial assets and liabilities

The ioflowing hierarchy of three levels of input data is used for determining and disciosing ihe fair value of fund's
financial assets and liabililies:

- Level 1: Quoled prices in aclive markets;

- Level 2! Other techniques for which all inputs which have a significant effect on the recorded fair value are ohservable.
- Level 3: Other lechniques which use inputs which have a significant effect on the recorded fair value that are not based
cn observable market data.

Level 3 inputs, i.e. other valuation technigues, are used for available-for-sale financial assets not quoted in the market
and for which no quoted prices for similar assets in active markets are available. In determining the fair value for such
financial assets, valuation models are based on lhe assumplions and esiimales regarding the polential future financials
of the investment propertly, and the indusiry and geographical area risks in which the respective investment property
operates,

The fund's financial assets recorded at fair value according to the hierarchy of input data for determining the fair value:

31/12/2012 3122011

Level 1 Level 1

Financial assets LVL LVL
Financial assels at fair vaiue through profit or loss 8,268,919 5,940,123
Total financial assets 8,268,919 5,940,123

Note 17
Dynamics of fund’s performance

The following table demonstrates the dynamics of investment fund’s annuail performance®:

ltem 31/12/2012 31/12/2011
Nef assels (LVL} 30,503,762 6,445,834
Number of invesiment cerlificales 1,343,717 931,258
Value of investment fund’s shares (LVL} 7.82 6.92
Nel assels {USD) 19,781,098 11,848,960
Number of investment cerlificales 1,343,717 931,259
Value of invesiment fund’s shares {USD) 14,72 12,72
Annuai performance an investment fund’s shares 15.63% 5.56%

* - Performance is caloulated as the value of the fund’s shars at the end of the year to its valte at the beginning of the year. This ratio is
expressed as annual percentage raised lo the power, where the dividend is 385, bul the divisor is the number of days of the reporting
period.

Note 18
Events after reporting date

As of the last day of the reporling year until the date of approvat of Lhese financial statemenls there have been no
significant events that could produce a material effect on the fund’s performance for the year.

The accompanying notes form an integral part of these financial statements. 24
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INDEPENDENT AUDITORS’ REPORT

To the shareholders of AIF ABLV Emerging Markets USD Bond Fund

Report on the financial statements

We have audited the accompanying financial statements of AIF ABLV Emerging Markets USD Bond Fund (the “Fund”), set out on
pages 7 through 24 of the accompanying 2012 Annual Report, which comprise the statement of assets and liabilities as at
31 December 2012, and the statement of income and expense, statement of changes in net assets and statement of cash flows for
the year then ended, and a summary of significant accounting policies and other explanatory information.

Management's responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with International
Financial Reporting Standards and for such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ responsibility

QOur responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance
with International Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor's judgment, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity's preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal
control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements give a true and fair view of the financial position of AIF ABLV Emerging Markets USD Bond
Fund as of 31 December 2012, and of its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards.

Report on other legal and regulatory requirements

Furthermore, we have read the investment manager report for the year ended 31 December 2012 (set out on page 4 of the
accompanying 2012 Annual Report) and have not noted any material inconsistencies between the financial information included in
it and the financial statements for the year ended 31 December 2012.

SIA Ernst & Young Baltic
Licence No. 17

i e T i
Diana Krisjane
Chairperson of the Board

Latvian Certified Auditor
Certificate No. 124

Riga, 29 April 2013
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