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General information

Name of the fund:

Category of the fund:

Type of the fund:

Registration date of the fund:
Number of the fund:

Name of the investment manager:

Registered office of the investment
manager:

Registration number of the investment
manager:

Licence number of the investment
manager:

Date of the licence:
Name of the custodian bank:

Registered office of the custodian bank:

Registration number of the custodian bank:

Names and positions of council members,

board members, and fund manager:

Duties of the fund manager:

ABLV High Yield CIS Bond Fund
Open-end investment fund with subfunds
Bond fund

15 June 2007

06.03.05.263/34

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

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

On 15 June 2007, subfund of the open-end mutual fund ABLV High Yield CIS Bond Fund — ABLV High Yield CIS
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 Asset Management, IPAS new name registered with the Register of
Enterprises on 27.05.2011, hereinafter referred to as the company) was registered with the Republic of Latvia
Register of Enterprises on 4 August 2006 under No. 40003814724, the licence for investment management
activities No. 06.03.07.263/204, and it is localed in Riga, at 23 Elizabeles Street.

The fund’s investment objective is to achieve capital growth under high investment risk. To achieve the objeclive,
the fund’s assets are mainly invested in debt securities, the performance under which is secured by corporations
and financial institutions of the CIS states, as well as commercial companies of other countries, having a
speculative credit rating or no rating. The fund’s investment portfolio is diversified by investing in debt securities of
various issuers, thus ensuring higher investment safety, and protection against fluctuations in value of the portfolio
assels and against default risk.

The year 2012 was the sixth year of operations of ABLV High Yield CIS USD Bond Fund. As at the end of 2012,
the fund's net assets amounted to USD 21 483 684 (LVL 11 407 836), annual yield equalled 17.88%, average term
to maturity was 4.0 years, average weighted rating of the investment portfolio was BB-, whereas yield to maturity
was equal to 6.12%.

Starting from 15 October 2012, the fund manager of ABLV High Yield CIS USD Bond Fund is Sergejs Gatenko.

In 2012, ABLV High Yield CIS USD Bond Fund demonstraled relatively high yield due Lo high demand for fixed-
income instruments, given low inflation and low interest rates of the world's leading central banks. Despite
continuing debt crisis in the euro zene and slowing pace of global economic development, emerging countries bond
market still was able to resist external negative signals due to the investors’ high demand for assets of this class.

In 2012, the measures taken by central banks of the world's largest economies to 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 market players’ increasing appetite for risk. These factors determined
upward frend of the government and corporate bond prices during the year. A small decrease appeared in spring
due o unstable financial situation in laly 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, delermined 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 investment in a fund or subfund of mutual funds managed by ABLV Asset 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 weli 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 have already
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 aclions taken by the fund manager.

To ensure diversification and minimize risks, the company constantly pays greal aitention to risk management
issues. The Investmeni 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 Committee 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 loyally and
successful cooperation with us.

ABLV Asset Management, IPAS
Chairman of the Board

Fund Manager

Leonids Ki|s Sergejs Gacenk

Riga, 29 April 2013
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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 High Yield CIS USD Bond Fund of the invesiment fund ABLV High Yield CIS Bond Fund.

The financial stalements set out on pages 7 1o 25 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 results 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 (FCMC) on the Preparation of Reports of
Invesiment Funds and on the Preparation of Annual Reporis of Investiment Funds, according to International
Financial Reporling Standards as adopied by the European Union. Appropriate accounting policies have been
applied on a consistent basis. Prudent and reasonable judgements and estimales 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 Asset Management, IPAS:
Chairman of the Board

Leonids Ki|s

Riga, 29 April 2013
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Custodian bank report

To the investors of
the subfund ABLV High Yield CIS USD Bond Fund of
AIF ABLV High Yield CIS Bond Fund

ABLV Bank, AS, registered with the Republic of Lalvia Enterprise Regisier on 17 September 1993 under No
50003149401, localed in Riga, Elizabetes iela 23, hereby confirms and atlests that:

According to the Law of the Republic of Latvia on Investment Management 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 High Yield CIS USD Bond
Fund established by ABLV Asset Management, IPAS.

The custodian bank is responsible for the compliance with 1the requirements of Latvian laws applicable to custodian
banks and the execulion of the Cuslodian Bank Agreement. The key duties 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 1o the company the list of persons authorised by the custodian bank o accept orders at the
effecliveness date of the Custodian 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 Investment Management
Companies and the Custodian Bank Agreement.

The net asset value is calculated according to 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 High Yield CIS USD Bond
Fund of AIF ABLV High Yield CIS 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
Ernests Bernis //

Riga, 29 April 2013
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Statement of assets and liabilities

LVL
Assets Notes 31/12/2012 31/12/2011
Demand deposits with credit institutions 4 1,441,037 6,443
Financial assets at fair value through profit or loss 9,981,889 6,702,403
Debt securities and other fixed income securities B 9,981,752 6,702,403
Shares and other non-fixed income securilies 5 147 i
Total assets 11,422,936 6,708,846
Liabilities
Accrued expense 6 (15,100) (10,086)
Total liabilities (15,100) (10,086)
Net assets 11,407,836 6,698,760

For ABLV Assel Manageme
Chairman of the Board

, IPAS:

Leonids Kils

Riga, 29 April 2013

Fund Manager

Sergejs Ga éenko/f
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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 7 565,379 508,020
Other income - 1
Total 565,379 508,021
Expense
Remuneration to investment manager (100,900) (78,076)
Remuneration to custodian bank (16,144) (12,492)
Other fund management expense (1,444) (1,461)
Interest expense (125) (182)
Total (118,613) (92,211)
Increase/ (decrease) in investment value
Realised increase in invesiment value 8 50,813 57,688
Unrealised increase/ (decrease) in investment value 9 509,177 (510,897)
Increase/ (decrease) in net assets from investment 1,006,756 (37,399)
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For ABLV Asset Managem
Chairman of the Board

Leontds Ki|s

Riga, 29 April 2013

t, IPAS:

Fund Manager
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Statement of changes in net assets

LVL
01/01/2012- 01/01/2011-
Item 31/12/2012 31/12/2011
Net assets at the beginning of the year 6,698,760 5,050,311
Increase/ (decrease) in net assets from investment 1,006,756 (37,399)
Transactions with investment cerlificates
Inflow from sale of investment certificates 4,609,563 2,483,071
Qutflow of redemption of investment certificates (907,243) (797,223)
Total result of transactions with investment certificates 3,702,320 1,685,848
Increase in net assets for the year 4,709,076 1,648,449
Net assets at the end of the year 11,407,836 6,698,760
Issued investment certificates at the beginning of the year 1,029,000 762,985
Issued investiment certificates at the end of the year 1,522,174 1,029,000
Netl assets per investment cerlificate at the beginning of the year 6.51 6.62
Net assets per investment certificate at the end of the year 7.49 6.51

For ABLV Asset Managemen
Chairman of the Board

Leonids Kils

Riga, 29 April 2013

Fund Manager
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Statement of cash flows

LWL
01/01/2012- 01/01/2011-
ltem 31/12/2012 31/12/2011
Interest received 573,846 529,955
Interest paid (126) (182)
Investment management income - 1
Investment management expense (112,782) (83,757)
Acquisition of financial assets (11,700,824) (6,528,984)
Disposal of financial assels 9,015,925 4,318,023
Decrease in cash and cash equivalents from operating activities (2,224,061) (1,764,944)
Inflow from sale of invesiment certificates 4,609,563 2,483,071
Outflow of redemption of investment certificates (907,243) (797,223)
Increase in cash and cash equivalents from financing activities 3,702,320 1,685,848
Increase/ (decrease) in cash and cash equivalents for the year 1,478,259 (79,096)
Cash and cash equivalents at the beginning of the year 6,443 62,773
Net foreign exchange difference (43,665) 22,766
Cash and cash equivalents at the end of the year 1,441,037 6,443

For ABLV Asset Management, IP,
Chairman of the Board

Leonids Kils

Riga, 29 April 2013

Fund Manager

Sergejs Gaé

10
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Note 1
General information

The subfund ABLV High Yield CIS USD Bond Fund of the open-end investment fund ABLV High Yield CIS Bond Fund
is a bond fund registered on 15 June 2007. The registered office of the investment manager is at Elizabeles iela 23,
Riga, LV-1010, Lalvia.

The fund’s business activity includes invesiments in debt securilies where performance is secured by corporations
and financial institutions of the CIS countries, as well as commercial companies of other countries, with a speculative
credit rating or with no credit rating.

The following abbreviations are used in the notes to the financial statements: International Financial Reporting

Standards (IFRS), International Accounting Standards (IAS), Inlernational Accounting Standards Board (IASB),
Inlernational Financial Reporting Interpretations Commitiee (IFRIC), Financial and Capital Markel Commission
(FCMC), European Monetary Union (EMU), European Union (EU), Organisation for Economic Cooperalion 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 accounling records made pursuant 1o the legislative requirements and
prepared in conformity with International Financial Reporling Standards and IFRIC Interpretations as adopted by the
European Union, on a going concern bhasis.

These records are maintained under the historical cost convention, except 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, excepl 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
monelary unit of the Republic of Latvia. These financial statements 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 reporting period, the fund has adopted the following new and amended IFRS and IFRIC interpretations, which
do not have a significant impact on the financial stalements:

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

- amendment o 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
assels transferred {(as defined under IAS 39). If the assets transferred are not derecognised entirely in the financial
stalements, an enlily has o disclose information that enables users of financial statements to understand the
relationship between those assets which are not derecognised and their associated liabilities. If those assets are
derecognised enlirely, but the entity retains a continuing involvement, disclosures have 1o be provided thatl 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 after 1 January 2012. The
amendment clarifies the determination of deferred tax on investment property measured at fair value. The amendment
introduces a rebutlable presumption that deferred tax on investment properly measured using the fair value model in
IAS 40 should be determined on the basis that its carrying amount will be recovered through sale. Furthermore, it
introduces the requirement that deferred tax on non-depreciable assets 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 butl not yet effective or not endorsed by the EU and not early adopted

The accompanying noles form an integral part of these financial statements. 11
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The fund has not applied the following IFRS and IFRIC interpretations that have been issued as of the date of
authorisation of these financial statements for issue, but which are not yet effective:

1AS 1 Financial Statement Presentalion (Amended) — Presentation of liems of Other Comprehensive income

The amendment is eflective for annual periods beginning on or afler 1 July 2012. The amendments 1o 1AS 1 change
the grouping of items presented in OCI. lems that could be reclassified (or ‘recycled’) to profit or loss at a future point
in time {for example, upon derecognition or settfement) would be presenied separately from ilems that will never be
reclassified. The amendment affects presentation only and has no impact on the fund’s financial position or
performance. This amendment has not 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 statements.

IAS 19 Employee Benefits (Amended)

The amendment is effective for annual pericds beginning on or afier 1 Janvary 2013. The 1ASB has issued numerous
amendments (o |1AS 19. These range from fundamental changes such as removing the corridor mechanism and the
concepl of expecled returns on plan assels lo simple clarifications and re-wording. Early application is permilled. This
amendment has nol yet been endorsed by the EU. The fund is in the process of assessing the impact of this
amendmant on its financial position or performance.

[AS 27 Separale Financial Statements (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 fo contain accounting and disclosure reguirements for investments
in subsidiaries, joint ventures and associaies when an entity prepares separate financial statements. |1AS 27 Separate
Financial Stalements requires an entity preparing separate financial statements to account for those investments at
cest 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 perfarmance.

IAS 28 Invesimenls in Associales and Joint Ventures {Revised)

The Standard is effective for annual pericds beginning on or after 1 January 2013. As a consequence of the new IFRS
11 and IFRS 12, IAS 28 has been renamed [AS 28 Investments in Associates and Joint Ventures, and describes the
application of the equity methed to investments in joint venlures in addition to associates. Earlier application is
permitled. This amendment has nol yet been endorsed by the EU. The fund is in the process of assessing the impact
of this amendment on iis financial posilion or performance.

1AS 32 Financial Instruments: Presentation (Amended) - Offsetting Financial Assels and Financial Liabilities

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 IAS 32
oflsetling criteria to selllement systems (such as central clearing house systems) which apply gross setilement
mechanisms thal are not simultaneous. The amendments to |AS 32 are 1o be retrospectively applied. Eardier
application is permitied. However, if an entity chooses to early adopt, il must disclose that fact and also make the
disclesures required by IFRS 7 Offsetiing Financial Assets and Financial Liabilities amendments. This amendment
has not yet been endorsed by the EU.

IFRS 7 Financial Insirurents: Disclosures {Amended) - Offsefting Financial Asseis and Financial Liabilities

The amendment is effective for annual periods beginning on or after 1 January 2013. The amendment introduces
common disclosure reguirements. These disclosures would provide users with information that is useful in evaluating
the effect or potential effect of netting arrangements on an entity's financial position. The amendments to IFRS 7 are
to be relrospectively applied. The fund is in the process of assessing the impact of this amendment on its financial
posilion or performance.

IFRS 9 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
evenlually replace 1AS 39 and it applies to classHication and measurement of financial assets and financial liabilities
as defined in 1AS 39. Phase 1 of IFRS 9 will have a significanl impacl on the classification and measurement of
financial assels and a change in reporling for those entities that have designaled financial liabilities using the FVO. In
subsequent phases, the IASB will address hedge accounting and impairment of financial assets. Earlier application is
permitled. This standard has nol yel 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.

IFRS 10 Consolidated Financial Statements

The new standard is effective for annual periods beginning on or after 1 January 2013. IFRS 10 replaces the porticn
of I1AS 27 Consolidated and Separate Financial Statements that addresses the accounting for consolidated financial
statements as well as 8IC-12 Consolidation — Special Purpose Entities. IFRS 10 establishes a single control model
that applies 1o ali entilies including special purpose entities. The changes intreduced by IFRS 10 will require
managemeni ic exercise significant judgment lo determing which entilies are controlled and, therefore, are required 1o
be consolidaled by a parent. Examples of areas of significant judgment include evalualing de Tacto control, potential
voling rights or whether a decision maker is acling as a principal or agent. This standard has not yet been endorsed

The accompanying notes form an inlegral part of these financial stalemenis. 12
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by the EU. The fund is in the process of assessing the impact of the new slandard on its financial position or
performance.

IFRS 11 Joint Arrangemenis

The new standard is effective for annual periods beginning on or after 1 January 2013. IFRS 11 replaces 1AS 31
Interests in Joint Ventures and SIC-13 Jointfy-controfled Eniities — Non-monelary Contributions by Venturers. IFRS
11 eliminates proportionate consofidation of joinily controlled entities. Inslead, jointly controlled entities thal are
classified as joint venlures must be accounted for using the equity method. Additionally, jointly controlled assets and
operalions are joint operations under IFRS 11, and the accounting for those arrangements will generally be censistent
with today’s accounting. That is, the entity will continue to recognise its relative share of assets, liabilities, revenues
and expenses. This standard has not vet 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.

IFRS 12 Disclosures of Involvement with Other Entities

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 relaled to consolidated financial siatements, as well as all of the
disclosures that were previously included in IAS 31 and IAS 28. These disclosures relate to an entity's interests in
subsidiaries, joint arrangements, associates and special purpose entities. A number of new disclosures are also
required. This standard has not yet been endersed by the EU. The fund is in the process of assessing the impact of
the new standard on its financia! position or perfformance.

Amendments to IFRS 10, IFRS 12 and 'AS 27 - Investment Entifies

The amendmenis are effeclive for annual periods beginning on or afier 1 January 2014, once adopted by the EU. The
amendments apply {o entities that qualify as investment entilies. The amendments provide an exceplion lo the
consolidation requirements of IFRS 10 by requiring invesimen entities to measure their subsidiaries al fair value
through profit or logs, rather than consolidate them. The fund is in the process of assessing the impact of this
amendment on its financial position or performance.

IFRS 13 Fair Value Measurement

The new slandard is effective for annual periods beginning on or afier 1 January 2013, IFRS 13 eslablishes a single
source of guidance under IFRS for all fair value measurements. IFRS 13 does not change when an entity is required
lo use fair value, bul rather provides guidance on how to measure fair value under IFRS when fair value is required or
permitied. This standard should be applied prospectively and early adoption is permitied. This slandard has not yet
been endorsed by the EU. The {und is in the process of assessing the impact of the new standard on ils financial
position or perfarmance.

IFRIC Interpretation 20 Stripping Coslis 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 aclivity during the production phase of the mine. Early applicalion is
permitled. 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 statements because the fund is not engaged in mining.

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

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

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

in the process of assessing the impaci of the project on ils financial position or performance:

- IAS 1 Financial Statement Presentation: Clarifies the difference between voluntary additional comparative
information and the minimum required comparative information. Generally, the minimum required comparative
period is the previous period. An entity must include comparative information in the related notes to the financial
statements when it voluntarily provides comparative information beyond the minimum required comparative
period. The additional comparative period does not need to contain a complete set of financial statements. In
additicn, the opening statement of financial position {known as lhe “third balance sheet”) must be presented in the
Tollowing circumsiances: when an enlity changes its accounting policies; makes relrospective reslatements or
makes reclassifications, and that change has a malerial effect on the stalement of financial position. The opening
statemenl would be al the beginning of the preceding period. However, unlike the voluntary camparative
information, the related notes are not required to accompany the “third balance sheet”.

- |AS 18 Property, Plant and Equipment: Clarifies thal major spare parls and servicing equipment thal meet the
definiion of property, plant and equipment are not inventory.

- |AS 32 Financial Instruments: Presentation: Clarifies that income laxes arising from distributions 1o equily holders
are accounted for in accordance with IAS 12 fncome Taxes. The amendment removes existing income 1ax
reguirements from IAS 32 and requires entities to apply the requirements in iAS 12 lo any income tax arising from
distributions to equity holders.

- |AS 34 Interim Financial Reporting. Clarifies the requirements in IAS 34 relating to segment information for total
assels and liabililies for each reporiable sagment 1o enhance consistency with the requirements in IFRS 8
QOperating Segments. Total assets and liabilities for a particular reporiable segment need to be disclosed only
when the amounts are regularly provided to the chief operating decision maker and there has been a material

The accompanying noles form an inlegrat part of these financial stalements. 13
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change in the tolal amount disclosed in the entity’s previcus annual financial statements for that reportable
segment.

Transition Guidance (Amendments (o IFRS 10, IFRS 11 and IFRS 12). The guidance is effective for annual
periods beginning on or afler 1 January 2013. The IASB issued amendmenis to IFRS 10 Consolidated Financial
Statements, IFRS 11 Joinf Arrangements and IFRS 12 Disclosure of Interests in Other Entifies. The amendments
change the transition guidance 1o provide further relief from full retrospective application. The date of initial
application in IFRS 10 is defined as the begirning of the annual reporting period in which IFRS 10 is applied for
the first time. The assessment of whether control exists is made af "the date of initial application” rather than at the
beginning of the comparative period. If the conlrol assessment is different belween IFRS 10 and IAS 27/81C-12,
retrospective adjustments should be determined. However, if the control assessment is the same, no retrospeciive
application is required. If more than one comparative period is presented, additional relief is given 1o reguire only
one period 1o be restaled. For the same reasons IASB has also amended IFRS 11 Joinf Arrangemenis and IFRS
12 Disclosure of Interesis in Other Enlities 1o provide transition relief. This guidance has nol yet been endorsed by
the EU. The fund is in the process of assessing the impact of the guidance on iis financiat position or perfermance.

The fund plans 1o adopt the above mentiched standards and interpretations on their effectiveness daie.

The fund has not early adopted any other standard, interpretation or amendment that has been issued but 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 events occur which cause the assumptions used in arriving at the estimates to
change. Such estimates and assumptions are based on most reliable information available to the management in
respect (o specific events and actions. The effect of any changes in estimates will be recorded in the financial
statements when delerminable. The significant areas of estimation and assumptions relate to 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 at a specific time, except for commission and
fee revenue and expense direcily aitribulable 1o financial assets and kabililies measured al amertised cost — for these
assels and liabililies the respective commission and fee revenue and expense form an inlegral parl of the effective
inlerest rate.

Inlerest revenue is recognised in the period when eamned using the effeclive interest method and includes interest
revenue from debt securities and term deposits.

The difference between the acquisition price and the value of a financial instrument (hereinafter - 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 stalement of income and
expense during the term of the transaction, or deferred and recognised only when the fair value of ihe financial
instrument may be delermined using observable data, or recognised in the statement of income and expense upon
derecognition of a financial instrument. The financial instrument is subsequently stated at fair value adjusted by the
deferred 'Day 1" profit or loss. Fair value changes are recognised in the statement of income and expense without
making adjustments to the deferred ‘Day 17 profit or loss.,

Foreign Currency Translation

The fund’s functional currency is the US dellar but, according to the FCMC requirements, the fund ensures accounting
also in Latvian lats. These financial statements are prepared based on {ransaction accounting in Lalvian lals. Income
or expense resulling from changes in exchange rales is included in the statement of income and expense of the
reporting pericd. Income or expense in foreign currencies is transtated into Latvian lats at the official currency
exchange rate fixed by the Bank of Latvia at the date of recognition of the respective items. Assets and liabilities
denominated in foreign currencies are translated into Latvian lats applying the cofficial exchange rates fixed by the
Bank of Latvia at the year end.

Assels and liahililies denominated in foreign currencies are franslated into Lalvian lats al the official exchange rates
established by the Bank of Lalvia at the reporting date (LVL for cne foreign currency unit):

Reporling date usD
31 December 2012 0.531
31 December 2011 0.544

The accompanying notes form an inlegral parl of these financial stalements. 14



¢ O ®

(O T T

-0 T T T

v W W W W W W W

Open-end investment fund ABLV High Yieid CiS Bond Fund
Subfund ABLV High Yield CIS USD Bond Fund
Annual report 2012

Cash and Cash Equivalenls

Cash and cash equivalents comprise fund's demand deposits with credit institutions and term deposits with credit
institutions with & centractual original maturity of three moenths or less. Cash and cash equivalents are highly fiquid
investmenis that are readily convertible to known amounts of cash and that are subject to an insignificant risk of
change in value.

Recognilion and Derecognition of Financial Assels and Liabilities

A financial asset is any asset that is cash, an equity instrument of another entity, a contraciual right to receive cash or
another financial asset from ancther entity or to exchange financial assets or financial liabilities with another entity
under conditions that are potentially favourable to the entity; or a derivative that will or may be settled other than by
the exchange of a fixed amount of cash or another financial asset for a fixed number of the entity’s own equity
instruments.

A financial liability is any liability that is a conlractual cbligation te deliver cash or another financial assel to another
enlity or to exchange financial assets or financial liabilities with ancther entity under conditions that are potentiaity
unfavourable to the entity; or a derivative that will or may be settled other than by the exchange of a fixed amount of
cash or another financial asset for a fixed number of the eniity's own equity instruments.

The fund recognises financial assets and liabilities in ils statement of assels and liabilities when, and only when, the
fund becomes a parly lo the contraciual previsions of the instrument.

Afinancial assel is derecognised only when the contractual righis 1o receive cash llows from the asset have expired,
or the fund has transferred the financial asset and substantially alf the risks and rewards of the asset to the
counterparty.

A financial liability is derecognised anly when the obligation under the liabifity is discharged according to the contract
or cancelled or expires.

All purchases and sales of financial assets are recognised and derecagnised on the seltlement dale. The acquisition
value of securilies is determined on a weighed average cost basis.

Fair Value of Financial Assets and Liabilities

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 selier in an arm’s length transaction. The best evidence of fair value of financial
assets and liabilities is guoted prices in an active market. If the market for a financial asset or iiability is inactive, fair
vaiue is established by using a vatuation technique, including discounted cash flow analysis, recent transactions that
are substantially the same, as well as management estimates and assumplions

Financial Instruments

Financial assets at fair value through profit or foss:

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

Securilies are initially stated al fair vaiue and further marked-ic-markel on the basis of quoted market prices. Any gain
or loss resulting from revaluation of securities at fair value as well as any gain or Joss resulting from disposat of the
above securities is included in the statement of income and expense. Meanwhile, interest revenue eamed and/ or
accrued is charged 1o the statement of income and expense using the effective interest rate (EIR) method.

Provisicns

Provisions are recognised when the fund has a present obligalion (legal or construclive) as a result of a past event, i
is probable that an outflow of resources embodying econormic benefits will be required to settle the obligation, and a
reliable estimate can be made of the amourt of the obligation. If the effect of the time valug of money is material,
provisions are determined by discounting the expected fulure cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and, where appropriate, the risks specific to the liability.

The accompanying notes form an inlegral part of these financial staiements. 15
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Taxes

The fund’s income is subject to income taxes in the country of its origin. Basically, the fund’s income is exempt from
income taxes. The fund is not a Latvian corporate income tax payer, and upon annulment of the fund’s investment
certificates, no income taxes are charged on increases in value.

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 at a level meeting its willingness and ability to undertake risks.

The key investment risks are market risk (price risk and interest rate risk), liquidity risk, credil 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 1o 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 on an ongoing basis.

To minimise the investment risks, the fund is managed following the risk diversification and hedging principles. The
company applies qualitative and quantitative assessments to manage financial risks. According to the qualitative
assessment, investmenis are made in assels corresponding 1o cerlain parameters. In planning invesiments, the
company takes into consideration investment safety in each particular country and particular financial insirumenis and
term deposits with banks, i.e., analyses credil ratings granted 1o the respeclive country, bank or company. In
developing the investment strategy and stating limits, the company performs an analysis of the fund’s investments by
maturily, geographical placements, currency profile, industry, elc., 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 counterparties.

When investments are made abroad, particular attention is paid to expected investment-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 exlent possible;
however, the company cannot guarantee thal these risks can be completely avoided in the future.

The accompanying notes form an integral part of these financial statements. 16
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Note 4

Demand deposits with credit institutions

31/12/2012 31/12/2011
Carrying Ceafing Carrying Learrying
amount to amounl o
amount ] amount i
fund's assels fund's assets
Demand deposits with credit institutions LVL % LVL Y
Demand deposits with ABLV Bank, AS 1,441,037 12.62 6,443 0.10
Total demand deposits with credit institutions 1,441,037 12.62 6,443 0.10

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. Starling from 1 December 2012, no interest has been paid on
demand deposits. No payments relaled to lerm deposits and securilies 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 RTM OJSC, are listed on regulated markets (stock exchanges). All

securilies are traded over-the-counter.

Financial assets al fair value through profil or loss by geographical placement:

31/12/2012 31/12/2011
; Carrying . Carrying
Leying amount 1o eaerying amount to
amount d amount i
fund's assets fund's assets
Geographical placement LVL % LVL %
Other countries 9,981,899 87.38 6,702,403 99.90
Total fixed and non-fixed income securities 9,981,899 87.38 6,702,403 99.90
The accompanying notes form an integral parl of these financial statements. 17
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Debt securities and other fixed and non-fixed income securities by country profile and issuers:

Shares and fixed income securities (raded on regulated markets as at 31 December 2012:

Amount Acquisilion Carrying argi:::r;g
value amount ,
fund's assets
Country Issuer number LvL LVL %
Belarus 300 156,378 168,387 1.47
REPUSLIC OF BELARUS 300 155,378 168,387 1.47
Kazakhstan 21,567 985,863 1,005,786 B.80
ATF Bank JSC 400 221,071 218,630 1.91
Bank CenterCredit 380 200,912 215,706 1.89
BTA BANK JSC 19,787 5,852 5,868 0.05
Halyk Savings Bank of Kazakhsl 500 294,041 295,395 2.58
Kazkommertshank 500 263,887 270,187 2.37
Russia 18,191 8,253,758 8,453,243 74.01
AK BARS BANK 800 427 885 436,870 3.83
ALFA BANK 750 419,238 438,577 3.84
ALLIANCE O COMPANY LTD 400 234,171 239,879 2.10
ALROSACOLTD 400 243,331 248,985 218
BANK OF MOSCOW 600 334,928 341,599 2.99
Bank St Petersburg OJSC 150 75,668 76,860 0.87
BRUNSWICK RAIL LTD 400 216,515 222,449 1.85
EurcChem Mineral and Chemicai Co 400 213,568 217,926 1.91
EVRAZ GROUP SA 800 483,668 491,350 4.30
GAZPROM CAOQ 400 277,846 283,351 2.48
GAZPROMBANK CJSC 800 450,023 459,350 4,02
HCF BANK 300 164,876 167,677 1.47
KOKS OAD 200 106,200 101,313 .89
METALLOINVEST a0s 428,623 457,794 4.01
MOBILE TELESYSTEMS CJSC 400 265,234 276,768 2.42
MTS-BANK OJSC 100 48 383 51,827 0.45
NOMOS-BANK 600 332,957 337,877 2.96
POTOKS 3,491 51,015 6,938 0.06
Promsvyazbank OJSC 700 371,882 379,884 3.32
RASPADSKAYA 700 378,385 396,774 3.47
RENAISSANCE CAPITAL BANK 300 161,680 166,070 1.45
RUSSIAN STANDARD BANK ZAO 500 260,124 262,232 2.30
Severstal CAQO 850 459,344 481,389 4.21
SISTEMA JSFC 700 382,785 401,188 3.51
SOVCOMFLOT OAQ 600 321,892 328,529 2.88
SVJAZINVESTNEFTEHIM 600 329,618 351,806 3.08
TINKOFF CREDIT SYSTEMS 400 218,772 223,428 1.96
TMK OAQ 500 272,896 287,394 2.52
Transcapitalbank JSC 200 107,282 89,967 0.79
VIMPEL-COMMUNICATIONS 350 214,059 227,081 1.99
Ukraine 750 376,674 351,828 3.08
Bank Nadra CJSC 150 33,094 21,797 0.15
EXIM OF UKRAINE CJSC/THE 200 110,448 106,928 0.24
NAK NAFTOGAZ UKRAINE 400 233,132 223,102 1.95
Total financial instruments traded on regulated markets 9,771,673 9,579,244 87.36

The accompanying notes form an integral parl of these financial stalements.
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Other fixed income securities as at 31 December 2012:

s . Carrying
Amount Acquisition Carrying amount 1o
value amount \
fund's assels
Country lIssuer number LvL LvL Yo
Russia
RTM QJSC 1 53,100.00 2,655 0.02
Other financial instruments, total 53,100.00 2,855 D.02
Total fixed and non-fixed income securities 9,824,773 9,981,899 87.38
Note 6
Accrued expense
LVL
ftem 31/12/2012 3141272011
Accrued commission fees payable to invesiment manager (11,837) (7,505)
Accrued commission fees payable to custodian bank (1,884) (1,201)
Accrued Tees payable for professional services (1,344) {1,385)
Accrued payments to Riga Stock Exchange {25} (25)
Total accrued expense {15,100} {10,086)
Note 7
Interest revenue
LVL
01/01/2012 - 01/01/2011 -
item 311212012 3141122011
From financial assets at fair value threugh profit or toss 565,379 507,863
From deposils with credit instititions - 57
Total interest revenue 565,379 508,020
Note 8
Realised increase in investmenti value
LVL
01/01/2012 - 01/01/2011 -
ltem 322012 3141272011
Income from sate of investments 8,734,592 4,229,981
Acquisilion value of invesiments sold (8,683,779) (4,172,293}
Total realised increase in investment value 50,813 57,688

The accompanying notes form an integrat parl of these financiat slatements,
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Note g

Unrealised increase/ (decrease) in investment value

LVL
0140172042 - 01/01/2011 -
ltem 3111212012 31412/2011
Revalualion of financial assets at fair value through profil or Joss 781,587 (761,321)
Currency exchange gain (272,410 250,424
Total unrezlised increasef (decrease) in investment value 509,177 {510,897)
Note 10
Change in investment assets during the reporting vear
The table below shows changes in the fund's invesiment porifolic in 2012:
LVL
Decrease for Fair value Foreign
Increase for the ) . currency
. the reporling ravaluation .
reporting year asull translation
ftem 01/01/2012 year r resull  31/12/2012
Financtal assets at fair value 6,702,403 12,317,116 (9,580,771) 781,587 (229,436) 9,981,890
through profit or loss
Total assets 6,702,403 12,317,118 (9,589,771) 781,587 (229,436} 9,981,899
The tabie below shows changes in the fund’s investment portfolio in 2011:
LVL
Decrease for Fair value Foreign
Increase for the . .
B the reporiing revaluation currency
reporting year ear resull {ranslation result
item £01/01/2011 Y 3tM2/2011
Financial assels at fair value 4,995,102 7,036,947  (4,790,232) (761.321) 221,907 5,702,403
through profil of loss
Total assets 4,985,102 7,036,947 (4,790,232} (761,321) 221,907 6,702,403
Note 11
Credit risk

Credit risk is a risk thal the fund’s vatue will decrease from counterparty’s or issuer's non-performance or default.

The fund believes thal iis exposure lo credit risk arises mainly from investments in fixed income securitlies 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

ratings assigned by international rating agencies:

High qualily: AAA — BBB- (Standard & Poor's/ Fiich); Aaa — Baa3d (Moody's Investors Service);
Average quality: BB+ - BB- (Standard & Poor's/ Filch); Ba1 - Ba3 (Moody's Inveslors Service);
Low quality: B+ - B- (Standard & Poor's/ Filch); Bt - B3 (Moody's Investers Service), and lower ratings.

The accompanying noles lorm an inlegral part of these financial stalements.
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The following table presenis the analysis of the {fund’s assets by credil ratings as al 31 December 2012:

LVL
Assets High quality Average quality Low quality No rating Total
Demand deposits with credit institutions - - 1,441,037 1,441,037
::(;Sn:nr:lal assels at fair value through profit or 510,331 5,069,428 4,364,881 37259 9.981,809
Total assets 510,331 5,069,428 4,264,881 1,478,206 11,422,936

The following table presents the analysis of the fund’s assets by credit ratings as at 31 December 2011:

LvVL

Assets High quality Average quality Low quality No rating Total
Demand deposits with credit institutions - - - 6,443 6,443
Eg:nmal assets at fair value through profit or 1,239,800 2.551.639 2.874.430 16,534 6,702,403
Totaf assets 1,239,800 2,551,639 2,874,430 42977 6,708,846
Credit risk concenlration analysis by geographical area as at 31 December 2012:

LVL
Assels Latvia Other countries Total
Demand deposiis with credit institutions 1,444,037 - 1,441,037
Financial assets at fair value through profit or loss - 9,081,89¢ 9,981,899
Total assets 1,441,037 9,981,899 11,422,936
Liabilities
Accrued expense {15,100) - {15,100)
Total tizhilities (15,100} - {15,100}
Net assets, total 1,425,937 9,981,899 11,407,836
Credit risk concentration analysis by gecgraphicai area as at 31 December 2011:

LVL
Assets Lalvia Other countries Total
Demand depesits with oredit institutions 6,443 - 6,443
Financlal assets at fair value through profit or loss - 6,702,403 6,702,403
Total assets 6,443 6,702,403 6,708,846
Liabilities
Accrued expense (10,088) - (10,086)
Total tiabilities (10,086) - (10,086)
Net assets, total (3,643) 6,702,403 6,698,760

Breakdown of debt securities and other fixed income securities by industry profile:

The accompanying neles form an integrat part of these financial stalements.
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3111212012

3112/2011

Carrying amount

Carrying amaunt to fund's assets

Carrying amount

Carrying amount
to fund's assets

Industry LVL (%) EVL (%)
Finance 5,432,752 47 .56 3,425,359 51.08
Manufacluring 2,382,000 20.85 1,280,135 17.82
Energy 1,143,108 10.01 1,139,385 16.98
Cenlral governments 520,193 4.55 225,234 3.36
Information and communication services 503,849 4.41 418,298 8.24
Other industries - - 203,982 4,37
Total fixed and non-fixed income securities 9,981,899 871.38 6,702,403 99,90

The maximum exposure to credi risk is assessed without taking into account collateral and other credi

enhancements.

Analysis of the fund’'s maximum credit risk exposure:

VL

31M2/2012 31/12/20114

) Maximum ] Maxirmum

Assets Carrying amount exposure Carrying amount expasure
Demand deposits with credit institutions 1,441,037 1,441,037 6,443 6,443
r(;g:nmal assels af fair value through profit or 9,981,800 9,981,899 6,702,403 6,702,403
Total assets 11,422,936 11,422,936 6,708,846 6,708,846

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 marke! value of financial assets.

The effect on nel interest revenue is calculated as 1% of the nominal value of securilies bearing interest at a floating

rate (a 1% decrease in the interest rale will lead to the respeclive reduclion 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 interest 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 demonstrales sensitivity to changes in interest rates:

LVE

01/01/2012 - 31/12/2012 01/01/2011 - 31/12/2011

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

Effect on profit {317,407) 317,407 {223,216) 223,216

The accompanying noles form an integral parl of these financial statements.
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b} Liquidity risk

Liguidity risk is the risk that the fund will sustzin a loss if its assets cannot be realised at minimat expense within a

certain period of time.

Liquidity risk is minimised by holding part of the fund’s assels as cash and short-lerm debt securities as well as high-
quality, highty liquid securities, ensuring the adequate diversification of the invesiments and fixing maturity dates
within a wide malwrily range, analysing the data regarding the plans revised by the parlicipanis and relaled cash flows

as well as forecasling the fund's participants and cash flows.

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

LvL
Upto i 1-12 1-5 Morethan & Total
Assets month maonths years years
Dremand deposils wilth credit instilulions 1,441,037 - - - 1,441,037
Financial assets at fair value lhrough profit or loss 147 274131 7,026,413 2,681,208 9,981,899
Total assets 1,441,184 274,131 7,026,413 2,681,208 11,422,936
Liahilities
Accrued expense (13,731) (1,369) - - (15,100}
Total liabilities (13,734) (1,369} - - (15,100)
Net assets 1,427,453 272,762 7,026,413 2,681,20B 11,407,826

The table below presents the distribution of the fund’s assets and liabilities into maturity bands based on the
remaining period of the contraclual maturity date as at 31 December 2011:

LWL
Upto 1 1 -12 1-5 More than

Assets Past due month months years 5 years Total
Demand deposits with credit institutions - 6,443 - 6,443
Financial assets at fair value through profit or loss 12,240 - 456,603 2,842,860 3,290,700 6,702,403
Total assets 12,240 6,443 456,603 2,942,860 3,200,700 6,708,846
Liabilities
Accrued expensa - (8,731) {1,355) - - {10,086)
Total liabilities - (8,731} {1,355} - - (16,086}
Net assets 12,240 (2,288) 455,248 2942860 3,290,700 6,698,760

Note 13

Information on holders of investment certificates

The below table specifies the proportion of investment certificates held by related parties out of total investment

certificates issued:

31/12/2012 31/12/2011

Number of % of total Number of % of total

item cerlificates ceriificales cerlificates cerlificales

Investment cerlificates held by relaled parlies 12,341 0.81% 18,908 1.84%

Investiment cerlificates held by other persons 1,509,833 99.19% 1,010,082 98.16%

Investment certificates issued as at the year end 1,522,174 100.00% 1,029,000 100.00%
The accompanying noles form an integrai part of these financial stalements. 23




o 9 UV vV Ve OBV B S O ©

o

o 9 9 Y 9 9 9 9 9 9 9 ©

k=4 =4 = v w O

Open-end investment fund ABLV High Yield CIS Bond Fund
Subfund ABLV High Yield CIS USD Bond Fund
Annual report 2012

Note 14
Related party disclosures

The majority of the fund’s investments are acquired with the mediation of the custodian bank ABLV 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 to the investment manager during the reporting year is disclosed in the statement of income
and expense.

During the reporling year, related parlies acquired 4,587 (5,751) investment cerlificates and sold 0 (500) investment
cerlificates of the fund.

Note 15
Pledged assets

During the reporting year, no guarantees or collateral have been issued by the fund, neither has it pledged or
otherwise caused any encumbrance or lien on its assets.

Note 16
Fair value of financial instruments

The management of the company believes that the carrying amounts of financial assets and liabilities approximate 1o
their fair values. The company assumes that the fair value of liquid financial assels and financial liabilities or financial
assetls and financial liabilities having shorl maturities (less than three months) approximates 1o their carrying amount,
The fair value of the fund’s financial assets 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 following hierarchy of three levels of input data is used for determining and disclosing the fair value of fund’s
financial assets and liabilities:

- Level 1: Quoted prices in active markets;

- Level 2: Other techniques for which all inputs which have a significant effect on the recorded fair value are
observable.

- Level 3: Other technigues which use inputs which have a significant effecl on the recorded fair value that are not
based on observable market data.

Level 3 inputs, i.e. other valuation techniques, 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 the assumptions and estimates regarding the potential future
financials of the investment property, and the industry and geographical area risks in which the respective investment
property operales.

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

3112/2012 31/12/2011

Level 1 Level 3 Level 1 Level 3

Financial assets LvL LVL LVL LvL
:Zlgsanaal assets at fair value through profit or 9,979,244 2.655 6.684.723 17,680
Total financial assets 9,979,244 2,655 6,684,723 17,680

The accompanying notes form an integral pari of these financial statements. 24
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Note 17

Dynamics of fund’s performance

The following table demonstrates the dynamics of investment fund’s annual performance*;

Item 31/12/12012 31/112/2011
Net assets (LVL) 11,407,836 6,698,760
Number of investment cerlificates 1,522,174 1,029,000
Value of investment fund’s shares (LVL) 7.49 6.51
Net assets (USD) 21,483,684 12,313,897
Number of invesiment cerificates 1,522,174 1,029,000
Value of investment fund’s shares (USD) 14.11 11.97
Annual performance on investment fund’s shares 17.88% -3.23%

* - Performance is calculated as the value of the fund's share at the end of the year to its value at the beginning of the year. This ratio is expressed as

annual percentage raised to the power, where the dividend is 365, but the divisor is the number of days of the reporting period.

Note 18

Events after reporting date

As of the last day of the reporting year until the date of approval of these financial statements 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.
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0 INDEPENDENT AUDITORS’ REPORT
9 To the shareholders of AIF ABLV High Yield CIS USD Bond Fund
9 Report on the financial statements
9 We‘haye audited the accompanying financial statements of AIF ABLV High Yield CIS USD Bond Fund (the “Fund’), set out on
. pages 7 through 25 of the accompanying 2012 Annual Report, which comprise the statement of assets and liabilities as at
9 31 December 2012, and the statement of income and expense, statement of changes in net assets and statement of cash flows for
9 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
0 financial statements that are free from material misstatement, whether due to fraud or error.
0 Auditors’ responsibility
) QOur responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance
0 with International Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform
2 the audit fo 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 statementls, whether d_ue to fraqd or error. In making those risk assessments, the auditor considers internal control
q relevant to the enity'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 intemal
D cor?trol. 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.
1] We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
0 Opinion
In our opinion, the financial statements give a frue and fair view of the financial position of AIF ABLV High Yield CIS USD Bond
o 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.
1]
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
0 Licence No. 17
-
'g a 7 - — r._—‘l./).f)l'f// e ea——
Diana Krigiane
D Chairperson of the Board
Latvian Certified Auditor
0 Certificate No. 124
0 Riga, 29 April 2013
0

A member firm of Ernst & Young Global




