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General information on the investment fund

Name of the fund:

Category of the fund:

Name of the subfund:

Type of the fund:

Registration date:

Registration number of the fund:

Name of the investment management company:
Registered office:

Registration number of the investment management
company:

License number of the investment management
company:

Licence issued:

Name of the custodian bank:

Registered address of the custodian bank:
Registration number of the custodian bank:

Names and positions of council members, board
members, and the fund manager:

Duties of the fund manager:

ABLV Emerging Markets Bond Fund
Open-end investment fund with subfunds
ABLV Emerging Markets EUR Bond Fund
Bonds fund

11 July 2007

06.03.05.263/32

ABLV Asset Management, IPAS

23 Elizabetes Street, Riga, LV-1010, Latvia

40003814724

06.03.07.263/315

4 August 2006, re-registered on 3 June 2011.

ABLV Bank, AS

23 Elizabetes Street, Riga, LV-1010, Latvia

50003149401

Council of the Joint Stock Investment Management Company:
Chairman of the Council - Ernests Bernis

Deputy Chairman of the Council - Maris Kannenieks

Council Member - Vadims Reinfelds

Board of the Joint Stock Investment Management Company:
Chairman of the Board - Leonids Kils

Deputy Chairman of the Board - Jevgenijs Gzibovskis

Board Member - Sergejs Gacenko

Fund manager - Jevgenijs Gzibovskis

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

investment management company and manage several funds of a
single investment management company.



Investment management company report

The open-end investment fund ABLV Emerging Markets Bond Fund was registered on 23 March 2007, and on 11 July 2007,
it was reorganized into a fund with two subfunds — the ones in USD and in EUR. Subfund ABLV Emerging Markets EUR
Bond Fund (hereinafter - the subfund) is a bond fund with the investment currency of EUR.

ABLV Asset Management, IPAS (hereinafter - the company) was registered with the Republic of Latvia Register of
Enterprises on 4 August 2006 under No. 40003814724, the licence for operations of investment management company No.
06.03.07.263/315, and it is located in Riga, at 23 Elizabetes Street.

The subfund’s investment objective is the achievement of long-term capital growth. To achieve this objective, the assets are
invested in debt securities or money market instruments issued or guaranteed by central banks, governments, and
municipalities of emerging countries, as well as in debt securities or money market instruments issued or guaranteed by
credit institutions or commercial companies, provided the participation of the emerging country in this credit institution’s or
commercial company’s capital exceeds 50%.

The subfund’s investment portfolio is diversified among investments in different countries, thus ensuring higher investment
safety and protection against fluctuations of the subfund’s assets value and against the risk of default on obligations.

At the end of the reporting period all assets of the subfund were invested in debt securities in accordance with the
investment policy. As of 31 December 2016 the average term to maturity (call/put date) of the subfund’s investments was
7.4 years, average weighted rating of the investment portfolio was BB+, and average yield to maturity (repricing date) was
equal to 3.35%. Within the reporting period no substantial changes were introduced in the investment structure of the
subfund.

During the reporting period the subfund’s net assets increased from EUR 16,410,305 to EUR 18,879,201, the subfund’s total
assets increased from EUR 16,425,203 to EUR 18,895,251 due to the increase in the value of subfund’s certificate.

During the reporting period, the following costs were covered from the subfund’s assets: management fee — EUR 131,173,
custodian fee — EUR 30,607, and other expenses — EUR 1,919. In the reporting period, the subfund’s total expense ratio
equalled 0.94% of the subfund’s average net asset value, which is comparable to the corresponding indicator in the previous
reporting period.

In the reporting period the value of the subfund’s certificate increased from EUR 13.65 to EUR 14.88, demonstrating positive
annual return equalled 8.96%.

The start of 2016 was unsuccessful for global financial markets: China’s economy was demonstrating signs of deceleration,
prices on raw materials dropped to low levels of the last several years, stock exchanges faced the sharpest price drop in the
last decade. Negative performance was ruling over the markets of corporate and emerging countries’ bonds, given the low
liquidity and frightening news background on stock market. As usually, the largest central banks saved financial market. The
base interest rate was lowered in Europe, and the economy stimulation programme was expanded. While in the USA
regulator of the financial market was promising to take their time with increasing US dollar interest rates. That was related to
the probable risks regarding UK referendum on leaving the European Union. The perspective of keeping the interest rates
low triggered euphoria on the global bond market, fostering sharp increase of prices in all bond market segments — high
yield bonds, emerging markets bonds and corporate bonds and investment-grade bonds. A better performance was
demonstrated by bonds with long terms to maturity.

European investment-grade credit rating bonds gained additional support from the expanded economy stimulation
programme by the European Central Bank, which under this programme started redeeming the investment-grade bonds of
Eurozone issuers denominated in EUR from the market. While high yield bonds turned out to be under pressure due to the
risks related to Brexit. Thus, investment-grade bonds of Eurozone issuers denominated in EUR and having longer maturity
term were demonstrating better performance.

Positive moods on the global bond market prevailed until the end of Q3, after which the majority of the market participants
kept low profile due to the upcoming presidential elections in the USA. A rather unexpected victory of Donald Trump
changed the situation rapidly and created a strong growth of return (drop of prices) of US long-term government bonds due
to expectations of rise of the inflation. It had highly negative impact on the whole market of bonds denominated in EUR.
While continuing the ECB programme related to the redemption of high investment-grade bonds of Eurozone issuers, as
well as maintaining record-low interest rates contributed to quick recovery of the market, which resulted in recovering a
major part of the losses by the end of 2016.

The subfund ABLV Emerging Markets EUR Bond Fund demonstrated relatively high return in 2016 due to keeping a
moderately conservative strategy by focusing on bonds that have high coupon rate and managing the total maturity term of
the investment portfolio in accordance with the market moods.

It is anticipated that in 2017 value of the assets of the subfund might increase taking into account that the investors of the
subfund — both existing and prospective ones — will appreciate the investment policy of the subfund and will invest monetary
assets into the subfund (accordingly increasing the number of certificates of the subfund). Additionally, the value growth of
assets of the subfund may be prompted by the expected increase in the value of subfund’s certificate.



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’s leading brokerage and analytics companies on different financial markets.

In order to regularly provide information on situation in the world’s financial markets to current clients and prospective
investors of ABLV Asset Management, IPAS, detailed monthly analysis of macroeconomic situation prepared by our chief
analyst, as well as monthly comment of the fund manager and overview of the market situation, the subfund’s performance,
and actions taken by the fund manager are published at ABLV Bank, AS website www.ablv.com.

To ensure diversification and minimize risks, the company constantly pays great attention to risk management. The
Investment Strategy 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
Strategy Committee are ABLV Bank, AS and the company’s top specialists in financial markets.

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

Between the last day of the reporting period and the day of approving the report there were no significant events that would
have substantial impact on the performance of the fund during the reporting period.

ABLV Asset Management, IPAS ABLV Asset Management, IPAS
Chairman of the Board Fund Manager w@@'
Leonids Kils Jevgenijs Gzibovskis

Riga, 20 April 2017



Statement of responsibility of the Board of the investment
management company

The board of the investment management company is responsible for the preparation of the financial statements of the
subfund ABLV Emerging Markets EUR Bond Fund of the investment fund ABLV Emerging Markets Bond Fund.

The financial statements set out on pages 8 to 23 are prepared in accordance with the source documents and present fairly
the financial position of the subfund as of 31 December 2016 and the 31 December 2015, and the results of its operations
for the years ended 31 December 2016 and 31 December 2015.

The above financial statements were prepared according to the laws of the Republic of Latvia and ‘Regulation on the annual
reports, consolidated annual reports and interim reports of an investment fund and open alternative investment fund’ issued
by the Financial and Capital Market Commission, according to International Financial Reporting Standards as adopted by
the European Union on a going concern basis. Appropriate accounting methods have been consistently applied in the
reporting period. During the preparation of financial statements the Management has made prudent and reasonable
judgements and estimates.

The Board of the investment management company is responsible for the maintenance of proper accounting records, the
safeguarding of the subfund’s assets, and the prevention and detection of fraud and other irregularities in the subfund. The
Board is also responsible for operating in compliance with the Latvian Law on Investment Management Companies,
regulations of the Financial and Capital Market Commission (FCMC) and other laws and regulations of the Republic of
Latvia.

ABLV Asset Management, IPAS
Chairman of the Board

Leonids Kils

Riga, 20 April 2017



Custodian bank’s report

To the investors of ABLV Emerging Markets EUR Bond Fund, the subfund of the open-end investment fund ABLV Emerging
Markets Bond Fund

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

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

The custodian bank is responsible for compliance with the requirements of the laws of the Republic of Latvia applicable to
custodian banks and the execution of the Custodian Bank Agreement.

The key duties of the custodian bank are as follows:

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

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

e to control that the subfund’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;

e to submit to the company the list of persons authorised by the custodian bank to accept orders at the effectiveness date
of the Custodian Bank Agreement;

e to ensure the execution of other duties assigned to the 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 subfund’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 of the open-end investment fund ABLV
Emerging Markets Bond Fund, ABLV Emerging Markets EUR Bond Fund, comply 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 subfund’s
property.

Custodian bank ABLV Bank, AS
Chairman of the Board
Ernests Bernis (&

Riga, 20 April 2017



Statement of assets and liabilities

EUR
Assets Notes 31.12.2016. 31.12.2015.
Demand deposits with credit institutions 4 1,431,108 876,257
Financial assets at fair value through profit or loss 5 17,464,143 15,548,946
Debt securities and other fixed income securities 17,464,143 15,548,946
Total assets 18,895,251 16,425,203
Liabilities
Accrued expense 6 (16,050) (14,898)
Total liabilities (16,050) (14,898)
Net assets 18,879,201 16,410,305

ABLV Asset Management, IPAS ABLV Asset Management, IPAS
Chairman of the Board , Fund Manager w@__

Leonids Kils Jevgenijs Gzibovskis

Riga, 20 April 2017

The accompanying notes on pages 12 to 23 form an integral part of these financial statements. 8



Statement of income and expense

EUR

01.01.2016.- 01.01.2015.-
Income Notes 31.12.2016. 31.12.2015.
Interest income from financial assets at fair value through profit or loss 615,531 641,626
Other income 30 -
Total 615,561 641,626
Expense
Remuneration for investment management company (131,173) (123,855)
Remuneration for custodian bank (30,607) (28,899)
Other fund management expenses (1,857) (2,258)
Interest expense (34) (171)
Other expense (28) -
Total (163,699) (155,183)
Increase/(decrease) in investment value
Realised increase in investment value 7 245,794 202,087
Unrealised increase/(decrease) in investment value 8 762,515 (305,614)
Total increase/(decrease) in investment value 1,008,309 (103,527)
Increase in net assets from investment 1,460,171 382,916
ABLV Asset Management, IPAS ABLV Asset Management, IPAS
Chairman of the Board - Fund Manager g
Leonids Kils Jevgenijs Gzibovskis

Riga, 20 April 2017

The accompanying notes on pages 12 to 23 form an integral part of these financial statements. 9



Statement of changes in net assets

EUR
01.01.2016.- 01.01.2015.-
Item 31.12.2016. 31.12.2015.
Net assets at the beginning of the period 16,410,305 16,174,905
Increase in net assets from investment 1,460,171 382,916
Transactions with investment certificates
Inflow from sale of investment certificates 2,902,399 1,628,134
Outflow from redemption of investment certificates (1,893,674) (1,775,650)
Total result of transactions with investment certificates 1,008,725 (147,516)
Increase in net assets for the period 2,468,896 235,400
Net assets at the end of the period 18,879,201 16,410,305
Issued investment certificates at the beginning of the period 1,201,902 1,212,017
Issued investment certificates at the end of the period 1,269,014 1,201,902
Net assets per investment certificate at the begining of the period 13.65 13.35
Net assets per investment certificate at the end of the period 14.88 13.65

ABLV Asset Management, IPAS
Chairman of the Board

Leonids Kils

Riga, 20 April 2017

ABLV Asset Management, IPAS
Fund Manager 44@

Jevgenijs Gzibovskis

The accompanying notes on pages 12 to 23 form an integral part of these financial statements.
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Statement of cash flows

EUR
01.01.2016.- 01.01.2015.-
Item Notes 31.12.2016. 31.12.2015.
Interest received 596,596 604,089
Interest (paid) (34) (171)
Investment management expense (162,513) (155,276)
Acquisition of financial assets 9 (11,421,150) (4,465,803)
Disposal of financial assets 10,533,227 4,878,140
Incr r in h an h ivalents from ratin
c_ e_a_se/(dec ease) in cash and cash equivalents from operating (453,874) 860,979
activities
Inflow from sale of investment certificates 2,902,399 1,628,134
Outflow from redemption of investment certificates (1,893,674) (1,775,650)
I /(d i h and h ivalents f fi i
ncre.a.se( ecrease) in cash and cash equivalents from financing 1,008,725 (147.516)
activities
Increase in cash and cash equivalents for the period 554,851 713,463
Cash and cash equivalents at the beginning of the period 876,257 162,794
Cash and cash equivalents at the end of the period 1,431,108 876,257

ABLV Asset Management, IPAS
Chairman of the Board

Leonids Kils

Riga, 20 April 2017

ABLV Asset Manageme
Fund Manager

The accompanying notes on pages 12 to 23 form an integral part of these financial statements.

Jevgenijs Gzibovskis

nt, IPAS ;
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Notes to the financial statements of ABLV Emerging Markets EUR Bond Fund, the subfund of the open-end investment fund ABLV
Emerging Markets Bond Fund

Notes to the financial statements

1. Note

General information

The subfund ABLV Emerging Markets EUR Bond Fund of the open-end investment fund ABLV Emerging Markets Bond
Fund (hereinafter - the subfund) is a bond fund registered on 11 July 2007. The registered office of the investment
management company is at 23 Elizabetes Street, Riga, LV-1010, Latvia.

The subfund’s business activity includes investments in debt securities or money market instruments issued or guaranteed
by central banks, governments and municipalities of emerging countries as well as debt securities or money market
instruments issued or guaranteed by credit institutions or commercial companies provided the equity interest of the emerging
country in such credit institutions or commercial companies exceed 50%.

The following abbreviations are used in the notes to these financial statements: International Financial Reporting Standards
(IFRS), International Accounting Standards (IAS), International Financial Reporting Interpretations Committee (IFRIC),
Financial and Capital Market Commission of the Republic of Latvia (FCMC), European Monetary Union (EMU), European
Union (EU), Organisation for Economic Cooperation and Development (OECD), the Republic of Latvia (LR), ABLV Asset
Management, IPAS (the company).

2. Note

Information on principal accounting policies
Basis of preparation

These financial statements are based on accounting records kept according to law and are prepared in conformity with
International Financial Reporting Standards as adopted by the European Union and their interpretations, as well as FCMC
regulations that are in force at the end of the reporting period, on a going concern basis.

The financial statements were prepared on the historical cost basis, except for the financial assets carried at fair value.

The financial statements for the period from 1 January 2016 to 31 December 2016 were prepared on the basis of accounting
policies consistent with those disclosed in the prior-year financial statements, except for the changes in IFRS that entered
into effect during the reporting period.

The functional currency of the subfund is EUR. The presentation currency of the financial statements of the subfund is EUR.

Information given herein in brackets represents comparative figures for the year ended 31 December 2015 unless stated
differently.

Significant 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 may impact assumptions that were used as the basis for estimates. Such estimates and
assumptions are based on most reliable information available to the management in respect of specific events and actions.
The effect of any changes in estimates is recorded in the financial statements when determinable.

The significant areas of estimation uncertainty and assumptions relate to determining the fair value of financial assets.

Recognition, subsequent measurement and derecognition of financial assets and liabilities

A financial asset is any asset that is cash, an equity instrument of another entity, a contractual right to receive cash or
another financial asset from another entity or to exchange financial assets or financial liabilities with another entity under
conditions that are potentially favourable to the subfund; or an agreement which is derived and will or may be settled in a
manner 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.

The accompanying notes on pages 12 to 23 form an integral part of these financial statements. 12



Notes to the financial statements of ABLV Emerging Markets EUR Bond Fund, the subfund of the open-end investment fund ABLV
Emerging Markets Bond Fund

A financial liability is any liability that is a contractual obligation to deliver cash or another financial asset to another entity or
to exchange financial assets or financial liabilities with another entity under conditions that are potentially unfavourable to the
subfund; or an agreement that is derived and will or may be settled in a manner 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.

Financial assets or financial liabilities are recognised by the fund on the statement of assets and liabilities when, and only
when, the subfund becomes a party to the contractual provisions of the instrument.

Financial assets at fair value through profit or loss are debt securities with fixed income, shares and other non-fixed income
securities held-for-trading, i.e. securities acquired for generating a profit from fluctuations in price in the short term.

Securities are initially stated at fair value, including transaction costs, and further marked-to-market 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 loss resulting from
disposal of the above securities is included in the statement of income and expense.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. Loans and receivables comprise balances due from credit institutions. Those are carried at amortised cost
using the effective interest method.

An impairment allowance is established when there is objective evidence that the subfund will not be able to collect all
amounts due according to the original terms. The amount of the allowance is the difference between the amortised cost and
the recoverable amount.

A financial asset is derecognised only when the contractual rights to receive cash flows from the asset have expired, or the
subfund has transferred the financial asset and substantially all the risks and rewards of the asset to the counterparty. A
financial liability is derecognised only when the obligation under the liability is discharged according to the contract or
cancelled or expires.

All purchases and sales of financial assets are recorded on the settlement date. The acquisition value of sold securities is
determined on a weighted average cost basis.

Fair Value of Financial Assets and Liabilities

Fair value of the financial assets and liabilities represents the amount that would be received when the asset is sold or paid
to for settlement of a liability in an orderly transaction between knowledgeable and willing market participants that are not
financially related. The best evidence of fair value of financial assets and liabilities is quoted prices in an active market. If the
market for a financial asset or liability is inactive, fair value is established by using several valuation models, including
discounted cash flow analysis, recent transactions that are substantially the same, as well as management estimates and
assumptions. The comparison of carrying amounts and fair values of the subfund’s financial assets and liabilities is
presented in Note 15.

Revenue and Expense Recognition

All income and expense are recognised on an accrual basis. Interest income and expenses are recognised in the statement
of income and expense based on a time proportion and the nominal interest rate.

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 recognised in the statement of income and expense during the term of
the transaction, or deferred and recognised only either when the fair value of the financial instrument may be determined
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. Any changes in
the fair value are recognised in the statement of income and expense without adjustments by the deferred ‘Day 1’ profit or
loss.

Foreign Currency Translation
The functional currency of the subfund is EUR. These financial statements are prepared based on transaction accounting in

EUR. Income and expenses in foreign currencies were revalued into EUR at the exchange rate set by the ECB at the date of
recognition of the respective items.

The accompanying notes on pages 12 to 23 form an integral part of these financial statements. 13



Notes to the financial statements of ABLV Emerging Markets EUR Bond Fund, the subfund of the open-end investment fund ABLV
Emerging Markets Bond Fund

Cash and Cash Equivalents

Cash and cash equivalents comprise the subfund’s demand deposits with credit institutions and term deposits with credit
institutions with original contractual maturities of three months or less. Cash and cash equivalents are highly liquid assets
that are readily convertible to known amounts of cash and that are subject to an insignificant risk of change in value.
Taxes

Income earned by the holders of the subfund’s certificates is subject to income taxes in the country of its origin. The

subfund’s income is exempt from income taxes. The subfund is not a Latvian corporate income tax payer, and upon
redemption of the subfund’s investment certificates, no income taxes are charged on increases in value.

Subsequent events

These financial statements reflect subsequent events that are likely to impact the financial position of the subfund at the end
of the reporting period (adjusting events). If the nature of the subsequent events is other than adjusting, they are disclosed in

the notes to the financial statements only if they are significant.

Adoption of new and/ or changed IFRSs and IFRIC interpretations in the reporting year

The fund has adopted the following new standards and amendments to standards, including any consequential amendments

to other standards, with the date of initial application of 1 January 2016.

The application of new standards and amendments did not have any impact on these financial statements:
e |FRS 11- Accounting for Acquisitions of Interests in Joint Operations

IAS 1 — Presentation of Financial Statements

IAS 16 — Property, Plant and Equipment and IAS 38 — Intangible Assets

IAS 19 — Defined Benefit Plans: Employee Contributions

IAS 27 — Separate Financial Statements

Annual Improvements to IFRSs

Standards issued but not yet effective and not early adopted

Standards that are issued, but not yet effective or not endorsed by the EU, and which are not applied prior to their official
date of validity.

The fund has not applied the following IFRS and amendments to IFRIC interpretations that have been issued to the date of

authorisation of these financial statements for issue, but which are not yet effective:

° IFRS 9 — Financial Instruments (effective for annual periods beginning on or after 1 January 2018. Earlier application is

permitted.)

This Standard replaces IAS 39, Financial Instruments: Recognition and Measurement, except that it is still permitted to

apply hedge accounting according to IAS 39 and entities have an accounting policy choice between IFRS 9 and IAS
39.

Although the permissible measurement bases for financial assets — amortised cost, fair value through other

comprehensive income (FVOCI) and fair value through profit and loss (FVTPL) — are similar to IAS 39, the criteria for

classification into the appropriate measurement category are significantly different.

A financial asset is measured at amortized cost if the following two conditions are met:

» the asset is held within a business model whose objective is to hold assets in order to collect contractual cash
flows; and,

* its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on

the principal outstanding.

In addition, for a non-trading equity instrument, an entity may elect to irrevocably present subsequent changes in fair

value (including foreign exchange gains and losses) in OCI. These are not reclassified to profit or loss under any
circumstances.

For debt instruments measured at FVOCI, interest revenue, expected credit losses and foreign exchange gains and
losses are recognised in profit or loss in the same manner as for amortised cost assets. Other gains and losses are
recognised in OCI and are reclassified to profit or loss on derecognition.

The impairment model in IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with an ‘expected credit loss’ model,
which means that a loss event will no longer need to occur before an impairment allowance is recognised.

IFRS 9 includes a new general hedge accounting model, which aligns hedge accounting more closely with risk

management. The types of hedging relationships — fair value, cash flow and foreign operation net investment — remain

unchanged, but additional judgment will be required.

The standard contains new requirements to achieve, continue and discontinue hedge accounting and allows additional

exposures to be designated as hedged items.

The accompanying notes on pages 12 to 23 form an integral part of these financial statements.

14



Notes to the financial statements of ABLV Emerging Markets EUR Bond Fund, the subfund of the open-end investment fund ABLV
Emerging Markets Bond Fund

Extensive additional disclosures regarding risk management and hedging activities will be required.

The subfund does not expect IFRS 9 to have material impact on the financial statements. Due to the nature of the
subfund’s operations and the types of financial instruments it holds, the classification and measurement of the
subfund’s financial assets is not expected to change significantly under IFRS 9. The subfund believes that impairment
losses could increase as losses are expected to become more volatile for assets that qualify for the ECL model. The
subfund has not yet completed the development of impairment methodology in accordance with IFRS 9.

e |IFRS 15— Revenue from Contracts with Customers (effective for annual periods beginning on or after 1 January 2018.
Earlier application is permitted.)

e |FRS 16 Leases — (Effective for annual periods beginning on or after 1 January 2019. Earlier application is permitted if
the entity also applies IFRS 15)

¢ Amendments to IFRS 2: Classification and Measurement of Share-based Payment Transactions (Effective for annual
periods beginning on or after 1 January 2018; to be applied prospectively. Earlier application is permitted.)

o Amendments to IFRS 10 and IAS 28 Sale or contribution of assets between an investor and its associate or joint venture
(The effective date has not yet been determined by the IASB, however earlier adoption is permitted.)

o Amendments to IAS 7 (Effective for annual periods beginning on or after 1 January 2017, to be applied prospectively.
Earlier application is permitted.)

¢ Amendments to IAS 12: Recognition of Deferred Tax Assets for Unrealised Losses (Effective for annual periods
beginning on or after 1 January 2018; to be applied prospectively. Earlier application is permitted.)

e Amendments to IAS 40 Transfers of Investment Property (Effective for annual periods beginning on or after 1 January
2018; to be applied prospectively.)

e |FRIC 22 Foreign Currency Transactions and Advance Consideration (Effective for annual periods beginning on or after
1 January 2018).

It is not expected that these IFRS and IFRIC amendments will affect the subfund’s financial statements.

Annual improvements to IFRSs

Annual improvements to IFRSs 2014-2016 cycle were issued on 8 December 2016 and introduce two amendments to two
standards and consequential amendments to other standards and interpretations that result in accounting changes for
presentation, recognition or measurement purposes. The amendments on IFRS 12 Disclosure of Interest in Other Entities
are effective for annual periods beginning on or after 1 January 2017 and amendments on IAS 28 Investments in Associates
and Joint Ventures are effective for annual periods beginning on or after 1 January 2018; to be applied retrospectively. None
of these amendments are expected to have a significant impact on the subfund’s financial statements.

3. Note

Risk management

Risks are inherent in the investment process and risk management is one of the subfund’s strategic values, which is based
on the confidence that efficient risk management is critical for the success of the subfund. Risk management enables the
subfund to maintain exposures on par with its risk appetite and capacity to undertake risks.

The key investment risks are market risk, interest rate risk, liquidity risk, currency risk, credit risk, legal risk, information risk,
foreign investment risk, and other business-related risks. Considering that the company makes investments only in the
subfund’s base currency (EUR), 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 fund prospectus, agreements, and
legislation of the Republic of Latvia, as well as assesses the compliance of the investments made on an ongoing basis.

Investment risks are minimised by managing the subfund in line with the principle of risk diversification and hedging. The
company applies qualitative and quantitative assessments to manage financial risks. According to the qualitative
assessment, investments are made in assets corresponding to certain parameters. In planning investments, the company
takes into 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 subfund’s investments by maturity, geographical
placements, 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, specific issuers and counterparties.

The accompanying notes on pages 12 to 23 form an integral part of these financial statements. 15
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When investments are made abroad, particular attention is paid to risk which is related to changes in the economic
conditions of these countries which could deteriorate the financial position of a foreign issuer and their ability to meet their
financial liabilities (incl. foreign currency fluctuations against the subfund’s base currency). To reduce risks the Company
conducts various assessments:

e Country assessment according to international rating agencies scale;
e Assessment of political situation in the country;
e Assessment of economic situation in the country;

The subfund’s investment strategy seeks to reduce the above risks to the extent possible; however, the company cannot
guarantee that these risks can be completely avoided in the future.

Credit risk and financial risks are further presented in Notes 10 and 11.

4. Note

Demand deposits with credit institutions

31.12.2016.

31.12.2015.

Carrying  Carrying amount Carrying  Carrying amount
amount to fund's assets amount to fund's assets
Demand deposits with credit institutions EUR % EUR %
Demand deposits with ABLV Bank, AS 1,431,108 7.57 876,257 5.33
Total demand deposits with credit institutions 1,431,108 7.57 876,257 5.33

As 0of31 December 2016 and 2015, demand deposits with credit institutions were neither past due nor impaired.

5. Note

Financial assets at fair value through profit or loss

All debt securities and other fixed income securities are classified as financial assets at fair value through profit or loss. All
securities are quoted on a regulated market (on an exchange). All securities, excluding ABLV Bank, AS bonds, are traded
over-the-counter. ABLV Bank, AS and CITADELE BANKA, AS bonds are traded in a regulated market (stock exchange).

Traded debt securities and other fixed income securities on regulated markets by region:

31.12.2016.
Carrying Carrying amount to

31.12.2015.
Carrying amount to

amount subfund's assets Carrying amount subfund's assets
Region EUR % EUR %
Other countries 10,286,528 54.44 7,930,171 48.28
Other EU countries 4,181,144 22.13 3,981,135 24.24
OECD countries 2,214,876 11.72 1,940,013 11.81
Latvia 717,233 3.80 1,027,482 6.26
EMU countries 64,362 0.34 670,145 4.08
Total debt and other fixed income securities 17,464,143 92.43 15,548,946 94.67
The accompanying notes on pages 12 to 23 form an integral part of these financial statements. 16
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Debt securities and other fixed income securities traded on regulated markets by country and issuer as of 31 December 2016:

Carrying

Acquisition Carrying amount to

value ammount  funds assets

Issuer ISIN code Number EUR EUR (%)
Argentina 800,000 841,923 812,494 4.30
REPUBLIC OF ARGENTINA XS0205545840 200,000 284,303 278,203.00 1.47
XS1503160498 600,000 557,620 534,291.00 2.83

Brasil 1,250,000 1,252,339 1,309,714 6.93
Federative Republic of Brazil XS1047674947 750,000 745,083 779,326.00 412
PETROLEO BRASILEIRO SA XS0716979595 250,000 273,850 275,855.00 1.46
XS0982711714 250,000 233,406 254,533.00 1.35

Bulgaria 1,400,000 1,423,544 1,477,515 7.81
BULGARIAN ENERGY HOLDING EAD XS0989152573 200,000 198,786 206,135.00 1.09
XS1405778041 200,000 208,000 211,852.00 1.11

REPUBLIC OF BULGARIA XS1083844503 500,000 515,570 551,234.00 2.92
XS1208856341 500,000 501,188 508,294.00 2.69

South Africa 650,000 663,504 674,616 3.57
REPUBLIC OF SOUTH AFRICA XS1090107159 650,000 663,504 674,616.00 3.57
Greece 184,200 167,921 64,365 0.38
HELLENIC REPUBLIC GR0128010676 4,500 4,102 3,775.00 0.02
GR0128011682 4,500 4,102 3,698.00 0.02

GR0128012698 4,500 4,102 3,655.00 0.02

GR0128013704 4,500 4,102 3,605.00 0.02

GR0128014710 4,500 4,102 3,509.00 0.02

GR0133006198 4,800 4,376 3,628.00 0.02

GR0133007204 4,800 4,376 3,564.00 0.02

GR0133008210 4,800 4,376 3,477.00 0.02

GR0133009226 4,800 4,376 3,425.00 0.02

GR0133010232 4,800 4,376 3,360.00 0.02

GR0138005716 4,800 4,376 3,309.00 0.02

GR0138006722 4,800 4,376 3,254.00 0.02

GR0138007738 4,800 4,376 3,219.00 0.02

GR0138008744 4,800 4,376 3,148.00 0.02

GR0138009759 4,800 4,376 3,126.00 0.02

GR0138010765 4,800 4,376 3,101.00 0.02

GR0138011771 4,800 4,376 3,116.00 0.02

GR0138012787 4,800 4,376 3,091.00 0.02

GR0138013793 4,800 4,376 3,089.00 0.02

GRR000000010 94,500 86,147 216.00 0.00

Croatia 1,000,000 980,325 1,049,824 5.55
REPUBLIC OF CROATIA XS1028953989 250,000 262,950 274,340.00 1.45
XS1117298916 750,000 717,375 775,484.00 4.10

Indonesia 750,000 752,638 750,933 4.57
REPUBLIC OF INDONESIA XS1084368593 750,000 752,638 750,933 4.57
Colombia 650,000 687,563 736,571 3.90
REPUBLIC OF COLOMBIA XS1385239006 650,000 687,563 736,571.00 3.90
Kazakhstan 750,000 747,398 716,716 4.36
KAZAGRO NATIONAL MANAGEMENT HOLDING JSC XS1070363343 750,000 747,398 716,716 4.36
Russian Federation 2,375,000 2,464,929 2,409,305 14.68
CITY OF MOSCOW RUSSIA XS0271772559 650,000 692,436 669,338 4.08
GAZPROM OAO XS0327237136 625,000 700,293 692,293 4.22
RUSSIAN RAILWAY S XS0919581982 450,000 440,063 430,261 2.62
VNESHECONOMBANK XS0893212398 650,000 632,137 617,413 3.76

The accompanying notes on pages 12 to 23 form an integral part of these financial statements.
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Table (continued):

Carrying
Acquisition Carrying amount to
value ammount  funds assets
Issuer ISIN code Number EUR EUR (%)
Latvia 739,700 677,072 717,232 3.78
ABLV BANK, AS L\VV0000800977 139,700 133,537 137,199.00 0.73
LV0000801181 300,000 243,535 278,694.00 1.46
CITADELE BANKA, AS LVV0000802221 300,000 300,000 301,339.00 1.59
Macedonia 100,000 99,490 105,141 0.56
MA CEDONIA XS1318363766 100,000 99,490 105,141.00 0.56
Morocco 950,000 998,138 1,041,049 5.51
Kingdom of Morocco XS0546649822 550,000 580,479 612,403.00 3.24
XS1079233810 400,000 417,659 428,646.00 2.27
Mexico 750,000 845,375 852,986 4.51
PETROLEOS MEXICANOS XS0213101073 750,000 845,375 852,986.00 451
Montenegro 600,000 620,940 639,964 3.39
REPUBLIC OF MONTENEGRO XS1069342407 600,000 620,940 639,964.00 3.39
Rom ania 1,500,000 1,662,554 1,653,804 8.75
ROMANIA XS1060842975 750,000 829,491 856,146.00 4.53
XS1313004928 750,000 833,063 797,658.00 4.22
Tunisia 650,000 649,218 673,104 3.56
Banque Centrale de Tunisie SA XS0222293382 650,000 649,218 673,104.00 3.56
Turkey 1,250,000 1,357,568 1,361,889 7.20
REPUBLIC OF TURKEY XS0503454166 750,000 818,543 832,135.00 4.40
XS1057340009 500,000 539,025 529,754.00 2.80
TOTAL 17,011,234 17,464,143 92.43
No payments for securities were past due in the reporting period.
6. Note
Accrued expenses
EUR
Item 31.12.2016. 31.12.2015.
Accrued commission fees payable to investment management company 11,508 10,249
Accrued commission fees payments for custodian bank 2,685 2,391
Accrued fees payable for professional services 1,573 1,960
Accrued payments for the stock exchange 284 298
Total accrued expense 16,050 14,898
7. Note
Realised increase in investment
EUR
01.01.2016.- 01.01.2015.-
Item 31.12.2016. 31.12.2015.
Income from sale of investments 10,355,471 4,749,468
Acquisition value of investments sold (10,109,677) (4,547,381)
Total realised increase in investments value 245,794 202,087

The accompanying notes on pages 12 to 23 form an integral part of these financial statements.
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8. Note
Non-realised increase/(decrease) of investments
EUR
01.01.2016.- 01.01.2015.-
Iltem 31.12.2016. 31.12.2015.
Revaluation of financial assets at fair value through profit or loss 762,515 (305,614)
Total unrealised increase/(decrease) in investment value 762,515 (305,614)

9. Note

Change in investment portfolio during the reporting period

The increase in the investment portfolio during the reporting period is due to cost of acquisition of investments, while the
decrease in the investment portfolio is due to income from disposal of investments and accrued coupon change.

EUR

01.01.2016.- 01.01.2015.-

31.12.2016. 31.12.2015.

Investment portfolio at the beginning of the period 15,548,946 16,027,273
Increase for the reporting year 11,421,150 4,465,803
Decrease for the reporting year (10,514,262) (4,840,603)
Fair value revaluation result 1,008,309 (103,527)
Investment portfolio at the end of the period 17,464,143 15,548,946

10. Note

Credit risk

Credit risk is the risk that the subfund’s value will decrease as a result of the failure of counterparties or issuers of debt

securities to meet their contractual liabilities towards the subfund.

Credit risk associated with the subfund’s assets is managed based on the following classification of credit ratings assigned

by international rating agencies:
High quality: AAA — BBB-;
Average quality: BB+ - BB-;
Low quality: B+ - B- and lower.

Assets by credit ratings as of 31 December 2016:

EUR
Assets High quality  Average quality Low quality No rating Total
Demand deposits with credit institutions - - - 1,431,108 1,431,108
Financial assets at fair value through profit or loss 4,959,026 9,740,676 2,047,208 717,233 17,464,143
Total assets 4,959,026 9,740,676 2,047,208 2,148,341 18,895,251

The accompanying notes on pages 12 to 23 form an integral part of these financial statements.
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Assets by credit ratings as of 31 December 2015:

EUR
Assets High quality  Average quality Low quality No rating Total
Demand deposits with credit institutions - - - 876,257 876,257
Financial assets at fair value through profit or loss 5,339,315 8,382,876 799,273 1,027,482 15,548,946
Total assets 5,339,315 8,382,876 799,273 1,903,739 16,425,203

Credit risk concentration by geographical area as of 31 December 2016:

EUR
EMU U tri OECD Other
Assets Latvia countries countries . suntries  countries Total
Demand deposits w ith fincancial institutions 1,431,108 - - - - 1,431,108
Fi ial ts at fai lue th h fit
Io'zznc'a asseis at fair value through protit or 717,233 64,362 4,181,144 2,214,876 10,286,528 17,464,143
Total assets 2,148,341 64,362 4,181,144 2,214,876 10,286,528 18,895,251

Credit risk concentration by geographical area as of 31 December 2015:

EUR
EMU OECD Other
Assets Latvia countries EUcountries  countries countries Total
Demand deposits w ith fincancial institutions 876,257 - - - - 876,257
Financial assets at fair value through profit or
Iolss ' 'r value through prott 1,027,482 670,145 3,981,135 1,940,013 7,930,171 15,548,946
Total assets 1,903,739 670,145 3,981,135 1,940,013 7,930,171 16,425,203

Credit risk concentration by industry profile:

31.12.2016. 31.12.2015.

Carrying Carrying amount to Carrying Carrying amount to

amount fund's assets amount fund's assets

Industry EUR % EUR %
Central governments 11,391,952 60.32 9,364,557 57.02
Energy 1,941,161 10.27 2,156,586 13.13
Finance 1,510,006 7.99 2,303,306 14.02
Logistics 767,936 4.07 430,261 2.62
Agriculture 761,997 4.02 - -
Central banks 673,104 3.55 - -
Utilities 417,987 2.21 1,294,236 7.88
Total debt securities and other fixed income 17,464,143 92.43 15,548,946 94.67

The maximum exposure to credit risk is equal to the carrying amount.

11. Note

Financial risks

Interest rate risk

Interest rate risk represents the effect of changes in market rates on the subfund’s value, affecting the subfund’s interest

income and the market value of financial assets.

The effect on net interest income is calculated as 1% of the nominal value of securities bearing interest at a floating rate (a
1% decrease in the interest rate will lead to the respective reduction of interest revenue). The effect on the value of financial
assets at fair value through profit or loss is calculated by multiplying the value of these financial assets with changes in the

interest rate.

The accompanying notes on pages 12 to 23 form an integral part of these financial statements.
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The total subfund’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.

Sensitivity to changes in interest rates:

EUR

01.01.2016.- 31.12.2016. 01.01.2015.- 31.12.2015.

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

Effect on profit (1,005,590) 1,005,590 (628,566) 628,566

Liquidity risk

Liquidity risk is the risk that the subfund will sustain a loss if the subfund’s assets cannot be realised at minimal transaction
costs within a certain period of time.

Liquidity risk is minimised by holding a part of the subfund’s assets as cash and high-quality, highly liquid securities to
maintain an adequate diversification of investments, a wide maturity spread of investments and by forecasting cash flows
related to the subfund’s participants.

To maintain liquidity and to meet the requirements related to the operation of the subfund, the subfund may attract funding
for a period not exceeding three months if the total amount of such funding does not exceed 10 percent of the value of the
subfund.

Maturity analysis of assets and liabilities as of 31 December 2016:

EUR
Uptol

Assets month 1 - 12 months 1-5years More than 5 years Total
Demand deposits with credit institutions 1,431,108 - - - 1,431,108
Financial assets at fair value through profit or loss - - 5,937,601 11,526,542 17,464,143
Total assets 1,431,108 - 5,937,601 11,526,542 18,895,251
Liabilities
Accrued expense (14,193) (1,857) - - (16,050)
Total liabilities (14,193) (1,857) - - (16,050)
Net assets 1,416,915 (1,857) 5,937,601 11,526,542 18,879,201
Maturity analysis of assets and liabilities as of 31 December 2015:

EUR

Uptol

Assets month  1-12 months 1-5 years More than 5 years Total
Demand deposits with credit institutions 876,257 - - - 876,257
Financial assets at fair value through profit or loss - 775,737 6,969,228 7,803,981 15,548,946
Total assets 876,257 775,737 6,969,228 7,803,981 16,425,203
Liabilities
Accrued expense (12,640) (2,258) - - (14,898)
Total liabilities (12,640) (2,258) - - (14,898)
Net assets 863,617 773,479 6,969,228 7,803,981 16,410,305

The accompanying notes on pages 12 to 23 form an integral part of these financial statements. 21
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12. Note

Information on holders of investment certificates

Proportion of investment certificates held by related parties of the company:

31.12.2016. 31.12.2015.

Number of % of total Number of % of total

Item certificates amount certificates amount
Investment certificates held by shareholders - - 12,809 1.07
Investment certificates held by related parties 45,709 3.60 24,918 2.07
Investment certificates held by other persons 1,223,305 96.40 1,164,175 96.86
Investment certificates issued at the year end 1,269,014 100.00 1,201,902 100.00

13. Note

Related party disclosures

The majority of the subfund’s investments are acquired with the mediation of the custodian bank ABLV Bank, AS. ABLV
Bank, AS receives custodian bank fees, as well as the subfund has paid interest to ABLV Bank, AS for negative account
balances presented in the statement of income and expense. The subfund’s cash is held with ABLV Bank, AS (see Note 4).

The remuneration paid to the investment management company during the reporting year is disclosed in the statement of
income and expense.

During the reporting period, related parties acquired 21,482 (26,179) investment certificates and sold 13,500 (0) investment
certificates of the subfund.

14. Note

Pledged assets

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

15. Note

Fair values

Fair value of financial instruments, such as financial assets at fair value through profit or loss, is predominantly defined
based on quoted prices in an active market. In the absence of observable prices, the respective instruments are valued
based on observable prices in less active markets. The fair value of the financial assets which are not quoted and for which
no quoted prices of similar assets in active markets are available is estimated using valuation models which are based on
assumptions and estimates regarding the potential future performance of the investee, risks inherent to the industry of the
investee and the geographical region of operation of the investee. The fair value of other assets and liabilities carried at fair
value, which have short maturities (less than three months) is assumed to approximate their carrying amount. This
assumption also applies to demand deposits with credit institutions.

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

The fair value of assets and liabilities is determined using several sources of fair value distributed into three level according

to the following hierarchy:

° 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 techniques which use inputs which have a significant effect on the recorded fair value that are not based
on observable market data.

The accompanying notes on pages 12 to 23 form an integral part of these financial statements. 22
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Subfund’s assets according to the hierarchy of input data for determining the fair value:

EUR

31.12.2016. 31.12.2015.

Financial assets Lewvel 1 Lewvel 2 Lewvel 1 Lewvel 2
Financial assets at fair value through profit or loss 16,746,910 717,233 14,521,464 1,027,482
Total financial assets 16,746,910 717,233 14,521,464 1,027,482

During the reporting year no financial assets at fair value through profit or loss were classified in or out of Level 1 and Level 2.

16. Note
Dynamics of performance indicators

Subfund’s annual performance*:

Iltem 31.12.2016. 31.12.2015. 31.12.2014.
Net assets (EUR) 18,879,201 16,410,305 16,174,905
Number of investment certificates 1,269,014 1,201,902 1,212,017
Value of investment fund's investment certificates (EUR) 14.88 13.65 13.35

01.01.2016.- 01.01.2015.- 01.01.2014.-

31.12.2016. 31.12.2015. 31.12.2014.
Annual performance of investment subfund's investment certificates (EUR) 8.96% 2.31% 1.83%

* - Performance is calculated as the value of the subfund’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.

17. Note

Events after the reporting date

No significant subsequent events have occurred in the period from the reporting date to the date of these financial
statements that would materially impact the subfund’s financial position, performance and cash flows in the reporting period.

The accompanying notes on pages 12 to 23 form an integral part of these financial statements. 23
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Latvia

Independent Auditors’ Report

To the investment certificate holders of Open-end
investment fund ABLV Emerging Markets Bond Fund
subfund ABLV Emerging Markets EUR Bond Fund

Qur Qpinion on the Financial Statements

We have audited the accompanying financial statements of Open-end investment fund ABLY
Emerging Markets Bond Fund subfund ABLV Emerging Markets EUR Bond Fund {"the
Subfund”), which is managed by the investment management company ABLV Asset
Management, IPAS, (further - the Company), set out on pages 8 to 23 of the accompanying
Annual Report, which comprise:

the statement of assets and liabilities as at 31 December 2018,

the statement of income and expense for the year then ended,

the statement of changes in net assets for the year then ended,
the statement of cash flows for the year then ended, and

the notes to the financial statements, which include a summary of significant accounting
policies and other explanatory notes.

In our opinion, the accompanying financial statements give a true and fair view of the financial
position of Open-end investment fund ABLV Emerging Markets Bond Fund subfund ABLY
Emerging Markets EUR Bond Fund as at 31 December 20186, and of its financial performance
and its cash flows for the year then ended in accordance with International Financial
Reporting Standards (IFRSs) as adopted by the European Union.

Basis for Opinion

In accordance with the ‘Law on Audit Services' of the Republic of Latvia we canducted our
audit in accordance with International Standards on Auditing adopted in the Republic of Latvia
{ISAs). Our responsibilities under those standards are further described in the Auditors’
Responsibility for the Audit of the Financial Statements section of our report.

We are independent of the Subfund and the Company in accordance with the International
Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA
Code) and independence requirements included in the ‘Law on Audit Services' of the
Aepublic of Latvia that are relevant to our audit of the financial statements in the Republic of
Latvia. We have also fulfilled our other professional ethics responsibilities and objectivity
requirements in accordance with the IESBA Code and the 'Law on Audit Services' of the
Republic of Latvia

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion,
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Reporting on Other Information

The Company’s management is responsible for the other information, The other information
comprises:

e the Investment management company report, as set out on pages 4 10 5 of the
accompanying Annual Report,

e the Statement of responsibility of the Board of the investment management company,
as set out an page 6 of the accompanying Annual Report,

Our opinion on the financial statements does not cover the other information included in the
Annual Report, and we do not express any form of assurance conclusion thereon, except as
described in the Other Reporting Responsibilities in Accordance with the Legislation of the
Republic of Latvia section of our report.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated.

If, based on the work we have performed and in light of the knowledge and understanding
of the Subfund and its environment obtained in the course of our audit, we conclude that
there is a material misstatement of this other information, we are required to report that fact,
We have nothing to report in this regard.

Other Reporting Responsibilities in Accordance with the Legislation of the Republic of Latvia

in addition, in accordance with the ‘Law on Audit Services' of the Republic of Latvia with
respect to the Investment management company repart, our responsibility is to consider
whether the Investment management company report is prepared in accordance with the
requirements of the regulations No. 99 Regulations on the preparation of the annual report,
consolidated annual report and half-year report of an investment fund and an open-end
investment fund of the Financial and Capital Market Commission of the Republic of Latvia,

Based solely on the work required to be undertaken in the course of our audit, in our opinian:

e the information given in the Investment management company report for the
financial year for which the financial statements are prepared is consistent with the
financial statements; and

e the Investment management company report has been prepared in accordance with
the requirements of the regulations No. 99 Regulations on the preparation of the
annual report, consolidated annual report and half-year report of an investment fund
and an open-end investment fund of the Financial and Capital Market Commission
of the Republic of Latvia.

Responsibilities of Managemant and Those Charged with Governance of the Subfund for the
Financial Statements

Company's management is responsible for the preparation of the financial statements that
give a true and fair view in accordance with IFRSs as adopted by the European Union 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.
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In preparing the financial statements, the Company's management is responsible for
assessing the Subfund's ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting unless the
Company’s management either intends te liquidate the Subfund or to cease its operations,
or has no realistic alternative but to do so.

Those charged with governance of the Subfund are responsible for overseeing the Subfund's
financial reporting process.

Auditors’ Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue
an auditors’ report that includes our opinion. Reasconable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the agaregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial
statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit 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 Company's internal control related to
the management of the Subfund.

¢ Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Subfund's
ability to continue as a going concemn. If we conclude that a matenial uncertainty exists,
we are required to draw attention in our auditors’ report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Qur
conclusions are based on the sudit evidence obtained up to the date of our auditors’
report. However, future events or conditions may cause the Company to cease the
Subfund’s operations as a going concern.

e Evaluate the overall presentation, structure and contant of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves a fair presentation.



We communicate with those charged with governance of the Subfund regarding, among
other matters, the planned scope and timing of the audit and significant audit findings,
inciuding any significant deficiencies in internal control that we identify during our audit.

KPMG Baltics SIA
Licence No. 55
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Rainers Vilans

Director pp KPMG Baltics SIA
Latvian Certified Auditor
Certificate No. 200

Riga, Latvia

20 April 2017



