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The open-end investment fund AB.LV High Yield CIS Bond Fund (hereinafter — the Fund) was
registered on 15 June 2007 as a bond fund having the US dollar as it base currency.

The investment management company IPAS AB.LV Asset Management (hereinafter — the
Company) was registered with the Republic of Latvia Enterprise Register on 4 August 2006
under No. 40003814724. The Company holds Licence No. 06.03.07.263/204 to operate as
an investment manager, and its address is Riga, Elizabetes iela 23.

The investment objective of the Fund is to achieve capital growth with high investment risk.
In order to achieve this objective, funds are mainly invested in debt securities, where the
execution of the liabilities 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 Fund’s investment portfolio is diversified among investments in debt securities of
various issuers, thus ensuring higher investment safety and protection against fluctuations
of the portfolio asset value and default risk.

The year 2008 was the second business year for AIF AB.LV High Yield CIS Bond Fund. At the
end of 2008, the Fund'’s assets amounted to USD 3,186,997 (LVL 1,577,563), while its net
assets were USD 3,171,998 (LVL 1,570,139), the annual return since inception was -32.44%,
the average term to maturity was 3.3 years, the weighted average rating of the investment
portfolio was B-, and the yield to maturity was 66.88%.

Such a low annual return of the Fund is mostly due to the global financial crisis of 2008 and
the rapid drop in prices of financial instruments on world’s stock markets, which produced a
negative effect on the emerging government and corporate bond markets.

On 1 August 2008, the annual remuneration payment for the Fund’s management was
reduced from 1.75% to 1.25% of the average asset value, which does not exceed the
maximum expense limit fixed in the Prospectus, i.e. 3%.

In August 2008, the investment funds managed by IPAS AB.LV Asset Management had the
minimum investment amount reduced for funds or subfunds to USD 1,000. In addition, the
minimum investment increment requirement was annulled.

The Company analyses the political and economic situation on an ongoing basis, as well as
conducts the comparative and technical analysis, the analysis of macroeconomic indicators,
and the summary analysis of the recommendations for various financial markets given by
the world’s leading brokers and analysts.

To keep the existing customers and potential investors of IPAS AB.LV Asset Management
informed about the situation on the global financial markets, since July 2008 AS Aizkraukles
banka has been publishing on its homepage the detailed monthly macroeconomic analysis
of the chief analyst. Meanwhile, since November 2008 those customers which have made
investments in the funds of IPAS AB.LV Asset Management have been sent monthly Fund
Manager's commentaries and opinion regarding the market situation, performance of the
funds, and activities of the Fund Manager.

The Company has always been focusing specifically on risk management in order to ensure
proper diversification and achieve risk minimisation. The Company has the Investment
Committee set up, which determines the investment policy to be pursued by the Company,
hedging limits, and financial markets to enter into transactions involving financial
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instruments. The members of the Investment Committee are the leading financial market
specialists of AS Aizkraukles banka and the Company.

The Company will seek to provide the utmost efficiency in management of the Fund’s assets
also in future in order to increase the number of investors and achieve growth of net assets
in 2009. The management of IPAS AB.LV Asset Management would like to express their
deep gratitude to customers for loyalty and successful cooperation.

For IPAS AB.LV Asset Management:
Chairman of the Board Leonids Kils

Fund Manager Jevgenijs Gzibovskis

Riga, 30 March 2009
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The Board of the investment manager (hereinafter — the Company) are responsible for the
preparation of the financial statements of the investment fund AB.LV High Yield CIS Bond
Fund (hereinafter — the Fund).

The financial statements set out on pages 8 to 29 are prepared in accordance with the
source documents and present fairly the financial position of the Fund as at 31 December
2008 and the results of its operations for the year 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 Annual Reports of Investment Funds, and International Financial
Reporting Standards as adopted in the European Union. Appropriate accounting policies
have been applied on a consistent basis. Prudent and reasonable judgements and estimates
have been made by the management in the preparation of the financial statements.

The Board of the Company are responsible for the maintenance of proper accounting
records, the safeguarding of the assets of AIF AB.LV High Yield CIS Bond Fund, 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 IPAS AB.LV Asset Management:
Chairman of the Board Leonids Kils

Riga, 30 March 2009
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To the investors of AIF AB.LV High Yield CIS Bond Fund
No.

AS Aizkraukles Banka, registered with the Republic of Latvia Enterprise Register on 17
September 1993 under No. 50003149401, located in Riga, Elizabetes iela 23, hereby
confirms and attests 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, AS Aizkraukles Banka (hereinafter — the Custodian Bank) acts as
the custodian bank for AIF AB.LV High Yield CIS Bond Fund (hereinafter — the Fund), a fund
established by IPAS AB.LV Asset Management (hereinafter — the Company);

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

1. To keep the Fund'’s property held in the account according to the conditions of the
Custodian Bank Agreement;

2. 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;

3. 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;

4. 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;

5. 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 AIF AB.LV 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 AS Aizkraukles Banka:
Chairman of the Board Ernests Bernis

Riga, 30 March 2009
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ASSETS

Demand deposits with credit ins titutions

Financial assets at fair value through profit or los s

Debt securities and other fixed income securities

Other assets
TOTAL ASSETS

LIABILITIES

Accrued expense

TOTAL LIABILITIES

NET ASSETS

For IPAS AB.LV Asset Management:
Chairman of the Board

Fund Manager

Riga, 30 March 2009

Notes 31/12/2008 31/12/2007
LVL LVL
4 68,523 22,331
1,493,850 13,834,938
5 1,493,850 13,834,938
15,190 55,721
1,577,563 13,912,990
6 (7,424) (24,750)
(7,424) (24,750)
1,570,139 13,888,240
Leonids Kils
Jevgenijs Gzibovskis
8

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

Interest revenue
Other income

TOTAL

EXPENSE

Remuneration to investment manager
Remuneration to custodian bank
Other fund management expense

Interest expense

TOTAL

(DECREASE) IN INVESTMENT VALUE
Realised (decrease) in investment value

Unrealised (decrease) in inves tment value

(DECREASE) IN NET ASSETS FROM INVESTMENT

For IPAS AB.LV Asset Management:
Chairman of the Board

Fund Manager

Riga, 30 March 2009

01/01/2008- 15/06/2007 -
Notes 31/12/2008 31/12/2007
LVL LVL
7 1,546,085 " 184,612
7,597 -
1,553,682 184,612
(202,186) (90,959)
(25,850) (10,395)
(890) (1,565)
(3) 3)
(228,929) (102,922)
8 (6,724,095) (7,309)
9 (1,104,275) (216,613)
(6,503,617) (142,232)
Leonids Kils

Jevgenijs Gzibovskis
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Netassets at the beginning of the year

(Decrease) in netassets from investment activities

Transactions with investment certificates
Inflow from sale of investment certificates
Outflow of redemption of inves tment certificates

Total

(Decrease)/ increase in net assets for the year

Netassets atthe end of the year

Issued investment certificates at the beginning of the year
Issued investment certificates at the end of the year

Net assets per investment certificate at the beginning of the year

Net assets per investment certificate at the end of the year

For IPAS AB.LV Asset Management:
Chairman of the Board

Fund Manager Jevgen

Riga, 30 March 2009

01/01/2008- 15/06/2007-
31/12/2008 31/12/2007
LVL LVL
13,888,240 -
(6,503,617) (142,232)
- 14,030,472
(5,814,484) -
(5,814,484) 13,888,240
(12,318,101) 13,888,240
1,570,139 13,888,240
2,929,903 -
574,501 2,929,903
4.74 -
2.73 4.74

Leonids Kils

ijs GZzibovskis
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Statement of cash flows

Interest received
Interest paid

Inves tment management expense

(Acquisition) of financial assets
Dis posal of financial assets

Increase/ (decrease) in cas h from operating activities

Inflow from sale of inves tment certificates
Outflow of redemption of inves tment certificates

(Decrease)/ increase in cash from financing activities
Increase in cash
Cash at the beginning of the year

Cash at the end of the year

For IPAS AB.LV Asset Management:
Chairman of the Board

Fund Manager

Riga, 30 March 2009

31/12/2008 31/12/2007
LVL LVL
1,546,085 184,612
3) 3)
(6,945,602) (141,199)
(7,226,621)  (16,049,640)
18,463,434 1,998,089
5,837,293 (14,008,141)
- 14,030,472
(5,791,101) -
(5,791,101) 14,030,472
46,192 22,331
22,331 -
68,523 22,331
Leonids Kils

Jevgenijs Gzibovskis
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NOTE 1 GENERAL INFORMATION
Name of the fund: AB.LV High Yield CIS Bond Fund
Type of the fund: Open-end investment fund
Registered office: Elizabetes iela 23, Riga, LV-1010, Latvia
Fund’s business activity: Investments mainly in debt securities, where the

execution of the liabilities 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

Name of the investment IPAS AB.LV Asset Management
manager: Elizabetes iela 23, Riga, LV-1010, Latvia

The following abbreviations are used in the notes to the financial statements: Financial and
Capital Market Commission (FCMC), European Union (EU), Organisation for Economic
Cooperation and Development (OECD).

NOTE 2 INFORMATION ON PRINCIPAL ACCOUNTING POLICIES

Statement of Compliance

The financial statements of AIF AB.LV High Yield CIS Bond Fund (hereinafter, the Fund) have
been prepared in accordance with laws of the Republic of Latvia, the FCMC Regulations on
Annual Reports of Investment Funds, and International Financial Reporting Standards as adopted
in the EU.

During 2008, the Fund consistently applied accounting policies in line with those disclosed in the
prior-year financial statements, except for the changes listed below in Amended IFRS and IFRIC
that came into effect in the reporting period.

Amended IFRS and IFRIC that came into effect in the reporting period

The Fund has applied the following IFRIC which were amended or enter into force in the
reporting year but which do not have a material impact on the financial statements.

IAS 39 Financial Instruments: Recognition and Measurement and IFRS 7 Financial Instruments:
Disclosures adopted on 13 October 2008 by the International Accounting Standards Board and
the EU

IFRIC 11 IFRS 2 Group and Treasury Share Transactions

IFRIC 12 Service Concession Agreements

IFRIC 14 IAS 19 The Limit on Defined Benefit Asset, Minimum Funding Requirements and their
Interaction

IFRIC 16 Hedges of a Net Investment in a Foreign Operation

12
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IFRS and IFRIC that have been issued but are not yet effective

The Standards and Interpretations which have been issued as at the date of these financial
statements but will be effective for annual periods beginning on or after 1 January 2009 and
which have not been applied by the Fund retrospectively:

IFRS 8 Operating Segments (effective once adopted by the EU, but not earlier than for annual
periods beginning on or after 1 January 2009). The Standard sets out requirements for disclosure
of information about an entity’s operating segments in breakdown by components that
management uses to make decisions about operating matters.

IAS 1 Presentation of Financial Statements (revised) - Capital Disclosures (effective once adopted
by the EU, but not earlier than for annual periods beginning on or after 1 January 2009). This
amendment requires the company to make disclosures of the objectives, policies and processes
of managing capital.

IAS 23 Borrowing Costs (revised) (effective once adopted by the EU, but not earlier than for
annual periods beginning on or after 1 January 2009). This Standard shall be applied in
accounting for borrowing costs. This Standard requires disclosing the policy regarding the
accounting for borrowing costs.

IFRIC 13 Customer Loyalty Programmes (effective once adopted by the EU, but not earlier than
for annual periods beginning on or after 1July 2009). The Interpretation deals with the
accounting for loyalty credits.

IFRS 3 Business Combinations (revised) (effective once adopted by the EU, but not earlier than
for annual periods beginning on or after 1 July 2009). IFRS 3R introduces a number of changes in
the accounting for business combinations that will impact the amount of goodwill recognised,
the reported results in the period that an acquisition occurs, and future reported results.

Amendment to IFRS 2 Share-based Payment (effective once adopted by the EU, but not earlier
than for annual periods beginning on or after 1 January 2009). The amendment clarifies the
definition of a vesting condition and prescribes the treatment for an award that is effectively
cancelled.

IAS 27 Consolidated Financial Statements and Accounting for Investments in Subsidiaries
(revised) (effective once adopted by the EU, but not earlier than for annual periods beginning on
or after 1July 2009). This Standard is applied in the preparation and presentation of
consolidated financial statements for a group of entities under the control of the investor and in
accounting for investments in separate financial statements of the investor’s parent.

IAS 32 and IAS 1 Presentation of Financial Statements — Puttable Financial Instruments and
Obligations Arising on Liquidation (revised) (effective once adopted by the EU, but not earlier
than for annual periods beginning on or after 1 January 2009).

IFRS 1 and IAS 27 Accounting for Investments in Subsidiaries, Jointly Controlled Entities or
Associates (revised) (effective once adopted by the EU, but not earlier than for annual periods
beginning on or after 1 January 2009).

Improvement to IFRS (2008) (effective once adopted by the EU, but not earlier than for annual
periods beginning on or after 1 January 2009).
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IFRIC 15 Agreement for the Construction of Real Estate (effective once adopted by the EU, but
not earlier than for annual periods beginning on or after 1 January 2009).

IFRIC 17 Distributions of Non-cash Assets to Owners (effective once adopted by the EU, but not
earlier than for annual periods beginning on or after 1 July 2009). The Interpretation provides
guidance on the appropriate accounting treatment when an entity distributes assets other than
cash as dividends to its shareholders.

The Fund expects that the initial application of the pronouncements listed above will have no
significant impact on the financial statements.

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 to
specific events and actions. The effect of any changes in estimates will be recorded in the
financial statements when determinable. The significant areas of estimation and assumptions
relate to determining the fair value of financial assets.

Basis of Preparation

The financial statements are prepared on a historical cost basis, as modified for the
measurement at fair value of held-for-trading securities.

The monetary unit used in the financial statements is lat (LVL), the monetary unit of the Republic
of Latvia. The financial statements cover the period 1 January 2008 through 31 December 2008.

Information given herein in brackets represents comparative figures for the year ended
31 December 2007, unless otherwise stated.

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 directly attributable to
financial assets and liabilities measured at amortised cost — for these assets and liabilities the
respective commission and fee revenue and expense form an integral part of the effective
interest rate.

Foreign Currency Translation

The Fund’s functional currency is the US dollar but, according to the FCMC requirements, the
Fund ensures accounting also in Latvian lats. These financial statements are prepared based on
transaction accounting in Latvian lats.

All assets and liabilities denominated in foreign currencies are translated into Latvian lats at the
official exchange rate established by the Bank of Latvia at the last day of the reporting period.
Income or expense resulting from changes in exchange rates is included in the statement of
income and expense of the reporting period. Transactions denominated in foreign currencies are
recorded in Latvian lats at the official exchange rate established by the Bank of Latvia at the date
of the transaction.
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Assets and liabilities denominated in foreign currencies are translated into Latvian lats at the
following official exchange rates established by the Bank of Latvia at the balance sheet date:

31/12/2008 31/12/2007

usD 1 LVL 0.495 LVL 0.484

Cash

Cash comprises Fund’s demand deposits with credit institutions. Cash and cash equivalents are
highly liquid investments that are readily convertible to known amounts of cash and that are
subject to an insignificant risk of change in value.

Debt Securities and other Fixed Income Securities

The Fund recognises financial assets and liabilities in its statement of assets and liabilities when,
and only when, the Fund becomes a party to the contractual provisions of the instrument.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are held-for-trading securities, i.e. securities
acquired for generating a profit from short-term fluctuations in price.

Securities are initially recognised at cost and subsequently re-measured at fair value based on the
bid prices. Securities purchase and sale transactions are recognised on the trading date. The cost
of securities sold is defined on a FIFO (first in, first out) basis.

A financial asset is derecognised only when the contractual rights to receive cash flows from the
asset have expired, or the Fund has transferred the financial asset and all the risks and rewards
of the asset to the counterparty.

Fair Value of Financial Assets and Liabilities

Fair value of financial assets and liabilities represents the amount at which an asset could be
exchanged or a liability settled on an arm’s length basis. Where, in the opinion of the Fund’s
management, the fair values of financial assets and liabilities differ materially from their carrying
amounts, such fair values are separately disclosed in the notes to the financial statements.

Provisions

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

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 Republic corporate income tax
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payer, and upon annulment of the Fund'’s investment certificates, no income taxes are charged
on increase in value.

NOTE 3 RISK MANAGEMENT

The key investment risks are market risk (price risk and interest rate risk), liquidity risk, credit risk,
legal risk, strategic risk, informational risk, foreign investment risk, and other business-related
risks. The Fund believes that its exposure to credit risk arises mainly from investments in fixed
income securities and balances due from credit institutions.

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

The table below provides the analysis of the Fund’s maximum credit risk exposure as at 31
December 2008:

31/12/2008 31/12/2008

Maximum

Carrying amount exposure

ASSETS LVL LVL
Demand deposits with credit ins titutions 68,523 68,523
Financial assets at fair value through profit or los s 1,493,850 1,493,850
Other assets 15,190 15,190
TOTAL ASSETS 1,577,563 1,577,563

The table below provides the analysis of the Fund’s maximum credit risk exposure as at 31

December 2007:

31/12/2007 31/12/2007

Maximum

Carrying amount exposure

ASSETS LVL LVL
Demand deposits with credit ins titutions 22,331 22,331
Financial assets at fair value through profit or los s 13,834,938 13,834,938
Other assets 55,721 55,721
TOTAL ASSETS 13,912,990 13,912,990
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To keep the risk exposure at the required level, the Fund is managed following the risk
diversification and hedging principles.

In developing the investment strategy and stating limits, the Company performs an analysis of
the Fund'’s investments by maturity, geographic placements, currency profile, industry, etc., as
well as assesses the risks inherent to each of the above factors.

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.

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.

— 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 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 political situation in the country;
— Assessment of economic situation in the country.

17
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NOTE 4 DEMAND DEPOSITS WITH CREDIT INSTITUTIONS
% of total Fund's
assets as at
31/12/2008 31/12/2007 31/12/2008
LVL LVL (%)

Demand deposits with creditins titutions,

AS Aizkraukles banka 68,523 22,331 4.36
Total demand deposits 68,523 22,331 4.36

The Fund receives interest on demand deposits fixed as monthly average LIBOR USD o/n -0.2%.

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 are not listed and are traded over-the-counter.

Financial assets at fair value through profit or loss by geographical placement:

% of total Fund's
assets as at

31/12/2008 31/12/2007 31/12/2008

LVL LVL (%)

EU Member States - 346,446 -

Other countries 1,493,850 13,488,492 95.14
Total debt s ecurities and other fixed income

securities 1,493,850 13,834,938 95.14
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Notes
31/12/2008
C . o !
Issuer Amount Acquisition Carrying  %of total Fund's
value amount assets

LVL LVL (%)

Argentinian issuers 100,893 28,098 1.79
CIATRANSPORTE ENERGIA 50 23,426 8,899 0.57
PROVINCE OF BUENOS AIRES 200,000 77,468 19,199 1.22
Belarusianissuers 24,750 20,570 1.31
WHITE NIGHTS (PRIORBANK) 50 24,750 20,570 1.31
Georgian issuers 69,053 33,821 2.15
BG FINANCE (BK GEORGIA) 150 69,053 33,821 2.15
Chinese issuers 109,333 56,702 3.61
AGILE PROPERTY HKDGS LTD 100 41,766 29,007 1.85
GREENTOWN CHINAHOLDS 150 67,568 27,695 1.76
Kazakhs tani issuers 499,356 225,180 14.34
CENTERCREDIT INTERNATIONAL 150 65,154 31,531 2.01
KAZAKHGOLD GROUP 100 43,634 24,401 1.55
KAZKOMMERTS FINANCE 100 38,363 14,933 0.95
KAZKOMMERTS INTL BV 150 71,280 47,006 2.99
TEMRCAPITAL (TE MR BANK) 100 42,288 13,379 0.85
TRISTAN OIL LTD 100 48,015 24,804 1.58
TSESNAINTER 100 46,530 32,134 2.05
TURANALEMFINANCE BV 150 144,092 36,992 2.36
Venezuelanissuers 36,754 19,014 1.21
PETROLEOS DE VENEZUELA 1,000 36,754 19,014 1.21
Ukrainian issuers 477,180 202,332 12.89
CREDIT SUISSE (VAB BANK) 100 46,159 7,648 0.49
HSBC BANK PLC (BANK NADRA) 150 72,394 18,601 1.18
MHP SA 150 71,280 34,005 2.17
STANDARD BANK (1ST UKR) 100 47,768 21,580 1.37
STANDARD BANK PLC (JSC PIVDENNYI) 100 49,500 23,357 1.49
STANDARD BK (PRIVATBANK) 100 45,540 14,071 0.90
UKRAINE ISS (ALFABANK) 200 95,040 55,397 3.53
UKRAINIAN MTN FIN (UKR SIBBANK) 100 49,500 27,673 1.76
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31/12/2008
. . % of total
Issuer Amount Acquis ition Carrying Fund's
value amount
assets

LVL LVL (%)
Russianissuers 1,625,009 908,133 57.84
AK BARS LUXEMBURG SA 100 49,500 30,965 1.97
ALFABOND ISS (ALFABK) 200 94,545 37,904 2.41
BSPB FIN (BKSTPETERSB) 150 70,538 24,768 1.58
COLGRADE (ROLF GROUP) 100 48,386 9,429 0.60
CRR BV (COMMERCIAL BANK) 1 47,693 38,202 243
CRR BV(RTM 1 49,500 2,970 0.19
KAZAN ORGSINTEZ 100 49,376 20,519 1.31
KRU SOLUTIONS (KUZBASSRAZREZUGOL 150 74,250 36,531 2.33
LOCKO FINANCE (LOCKO-BANK) 100 47,458 24,537 1.56
VB CAP (MOSCOW BK R&D) 100 46,035 17,430 1.11
MDMBANK OAO 150 74,621 45,254 2.88
MOSCOWRIV(UNTD AIRCFT) 200 49,282 65,502 417
MOSCOWRIVER (LESSIRON) 100 48,263 28,524 1.82
MOSCOWRIVER (SIBIRTEL) 100 48,446 45,249 2.88
NBT FINANCE (NATL BANK) 100 46,344 17,725 1.13
NKNK FINANCE (NIZHNE KAM) 1 48,510 14,944 0.95
NOMOS CAP(NOMOS BANK) 100 46,778 28,163 1.79
PETROCOMMERCE INVEST 100 48,510 49,929 3.18
PROBUSINESSBANK 100 49,376 39,394 2.51
PSB FINANCE PROMS VYAZBK 250 119,326 57,502 3.66
RASPADSKAYASEC LTD 100 24,255 27,742 1.77
RENAISSANCE CONSUMER 150 70,129 38,669 2.46
ROYAL BK SCO (RITZIO INT) 2 48,510 31,116 1.98
STEEL CAP(SEVERSTAL) 100 44,435 29,407 1.87
TFB FINANCE (TATFONDBANK) 100 48,510 15,708 1.00
TRANSPORTATION INVESTMENT 100 49,500 18,161 1.16
TRANSREGIONAL (TRANSCAP) 100 41,085 11,375 0.72
TRUSTINVBK (TRUST CAP) 100 46,035 25,831 1.65
VIMPELCOM 100 46,901 28,166 1.79
ZENIT CAPIT (BANK ZENIT) 100 48,912 46,519 2.96
Total debt securities and other fixed
income securities 2,942,328 1,493,850 95.14
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Breakdown of fixed income securities by industry profile:

% of total Fund's
assets as at

31.12.2008 31.12.2007 31/12/2008
LVL LVL (%)
Finance 1,087,042 8,041,795 69.23
Manufacturing 146,168 1,963,366 9.31
Transport 65,502 262,282 417
Construction 56,220 573,741 3.58
Central governments 38,213 431,496 2.43
Metallurgy 29,407 839,714 1.87
Other 28,166 489,890 1.79
Oil and gas production 24,804 653,123 1.58
Trade 9,429 472,005 0.60
Energy 8,899 107,526 0.57
Total debt securities and other fixed income
securities 1,493,850 13,834,938 95.14
NOTE 6 ACCRUED EXPENSE
31/12/2008 31/12/2007
LVL LVL
Accrued commission fees payable to investmentmanager 5,681 20,871
Accrued commission fees payable to custodian bank 909 2,385
Accrued fees payable for professional s ervices 811 1,470
Accrued fees payable to third parties 23 24
Total accrued expense 7,424 24,750
NOTE 7 INTEREST REVENUE
31/12/2008 31/12/2007
LVL LVL
From demand deposits with creditins titutions 2,984 24,725
From financial assets atfair value through profitorloss 1,543,095 159,887
Other revenue 6 -
Total interestrevenue 1,546,085 184,612
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NOTE 8 REALISED (DECREASE) IN INVESTMENT VALUE
31/12/2008 31/12/2007
LVL LVL
Income from sale ofinves tments 11,532,647 1,748,895
Acquis ition value ofinvestments sold (18,256,742) (1,756,204)
Total realis ed (decrease) in investment value (6,724,095) (7,309)
NOTE 9 UNREALISED (DECREASE) IN INVESTMENT VALUE
31/12/2008 31/12/2007
LVL LVL
Financial assets atfair value through profitor loss (1,476,468) (217,120)
Currency exchange gain 372,193 507
Total unrealised (decrease) in inves tment value (1,104,275) (216,613)
NOTE 10 CHANGE IN INVESTMENT ASSETS DURING THE REPORTING YEAR

The table below shows changes in the Fund’s investment portfolio in 2008:

Investments Investments .
made during annulled during Fair value
31.12.2007 the year the year revaluation result 31.12.2008
LVL LVL LVL LVL LVL
Financial assets at fair value
through profit or loss 13,834,938 7,226,621 (18,463,434) (1,104,275) 1,493,850
Total assets 13,834,938 7,226,621 (18,463,434) (1,104,275) 1,493,850
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The table below shows changes in the Fund’s investment portfolio in 2007:

Investments ]
Investments made annulled during Fair value
15.06.2007  during the year the year revaluation result  31.12.2007
LVL LVL LVL LVL LVL
Financial assets at fair value
through profit or loss - 16,049,640 (1,998,089) (216,613) 13,834,938
Total assets - 16,049,640 (1,998,089) (216,613) 13,834,938

NOTE 11 FUND’S ASSETS BY GEOGRAPHICAL PLACEMENT

The table below shows the Fund’s assets and liabilities by geographical placement as at 31
December 2008:

EU Member Other

Latvia States countries Total
ASSETS LVL LVL LVL LVL
Demand deposits with creditins titutions 68,523 - - 68,523
Financial assets atfair value through profit
orloss - - 1,493,850 1,493,850
Otherassets - 5,023 10,167 15,190
TOTAL ASSETS 68,523 5,023 1,504,017 1,577,563
LIABILITIES
Accrued expense (7.424) - - (7.424)
TOTAL LIABILITIES (7,424) - - (7,424)
NET ASSETS 61,099 5,023 1,504,017 1,570,139
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The table below shows the Fund’s assets and liabilities by geographical placement as at 31
December 2007:

EU Member

Latvia States Total Kopa
ASSETS LVL LVL LVL LVL
Demand deposits with creditins titutions 22,331 - - 22,331
Financial assets atfair value through profitorloss - 346,446 13,488,492 13,834,938
Otherassets - 16,790 38,931 55,721
TOTAL ASSETS 22,331 363,236 13,488,492 13,912,990
LIABILITIES
Accrued expense (24,750) - - (24,750)
TOTAL LIABILITIES (24,750) - - (24,750)
NET ASSETS (2,419) 363,236 13,488,492 13,888,240

NOTE 12 MATURITY PROFILE OF ASSETS AND LIABILITIES (BASED ON INTEREST RATE

CHANGES)

The table below shows the distribution of the Fund’s assets and liabilities into maturity bands as
at 31 December 2008:

Upto1 1-12 1-5 More than Non-interest

month months years 5 years bearing Total
ASSETS LVL LVL LVL LVL LVL LVL
Demand deposits with credit
ins titutions 68,523 - - - - 68,523
Financial assets atfair value
through profitorloss - 315,348 1,030,221 148,281 - 1,493,850
Otherassets - - - - 15,190 15,190
TOTAL ASSETS 68,523 315,348 1,030,221 148,281 15,190 1,577,563
LIABILITIES
Accrued expens e - - - - (7,424) (7,424)
TOTAL LIABILITIES - - - - (7.424) (7,429
TOTAL 68,523 315,348 1,030,221 148,281 7,766 1,570,139
Net position 68,523 315,348 1,030,221 148,281 7,766 1,570,139
Accumulating netposition 68,523 383,871 1,414,092 1,562,373 1,570,139 X
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The table below shows the distribution of the Fund’s assets and liabilities into maturity bands as
at 31 December 2007:

Non-

Upto1 1-12 1-5 More than5 interest

month  months years years bearing Total
ASSETS LVL LVL LVL LVL LVL LVL
Demand deposits with credit
ins titutions 22,331 - - - - 22,331
Financial assets atfairvalue
through profitorloss - 1,240,808 10,437,555 2,156,575 - 13,834,938
Otherassets - - - - 55,721 55,721
TOTAL ASSETS 22,331 1,240,808 10,437,555 2,156,575 55,721 13,912,990
LIABILITIES
Accrued expense - - - - (24,750) (24,750)
TOTAL LIABILITIES - - - - (24,750) (24,750)
TOTAL 22,331 1,240,808 10,437,555 2,156,575 30,971 13,888,240
Net position 22,331 1,240,808 10,437,555 2,156,575 30,971 13,888,240
Accumulating netposition 22,331 1,263,139 11,700,694 13,857,269 13,888,240 X
NOTE 13 MATURITY PROFILE OF ASSETS AND LIABILITIES (LIQUIDITY)

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 2008:

Upto1 1-12 1-5 Morethan5

month months years years Total
ASSETS LVL LVL LVL LVL LVL
Demand deposits with credit institutions 68,523 - - - 68,523
Financial assets at fair value through profit or
loss - 184,020 989,063 320,767 1,493,850
Other assets 15,190 - - - 15,190
TOTAL ASSETS 83,713 184,020 989,063 320,767 1,577,563
LIABILITIES
Accrued expense (6,612) (812) - - (7,424)
TOTAL LIABILITIES (6,612) (812) - - (7,424)
NET ASSETS 77,101 183,208 989,063 320,767 1,570,139
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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 2007:

ASSETS LVL LVL LVL LVL LVL
Demand deposits with creditins titutions 22,331 - - - 22,331
Financial assets atfair value through profitor

loss - 998,761 8,551,603 4,284,574 13,834,938
Otherassets 55,721 - - - 55,721
TOTAL ASSETS 78,052 998,761 8,551,603 4,284,574 13,912,990
LIABILITIES

Accrued expense (23,280) (1,470) - - (24,750)
TOTAL LIABILITIES (23,280) (1,470) - - (24,750)
NET ASSETS 54,772 997,291 8,551,603 4,284,574 13,888,240
NOTE 14 INTEREST RATE RISK

Interest rate risk represents the effect of the market interest rate fluctuations on the Fund’s
value, affecting the Fund’s interest revenue and the market value of financial assets.

The effect on net interest revenue is calculated as 1% of the par value for securities at a floating
interest rate (the decrease in the interest rate by 1% will lead to a respective reduction in interest
revenue). The effect on the value of financial assets at fair value through profit or loss is
calculated as duration of financial 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 the net
interest revenue sensitivity and the financial asset value sensitivity.

The following table presents the sensitivity to changes in interest rates:

01/01/2008 - 31/12/2008 15/06/2007 - 31/12/2007

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

LVL LVL LVL LVL

Effecton profit (44) 44 (726) 726

Considering that the Company makes investments only in the subfund’s base currency (USD),
there is no exposure to currency risk.
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NOTE 15 CREDIT RISK
The following table presents the analysis of the Fund'’s assets by credit ratings as at 31 December
2008:

High Average Low

quality quality quality No rating Total
ASSETS LVL LVL LVL LVL LVL
Demand deposits with creditins titutions 68,523 - - - 68,523
Financial assets atfair value through profitor
loss - 386,905 861,936 245,009 1,493,850
Otherassets - - - 15,190 15,190
TOTAL ASSETS 68,523 386,905 861,936 260,199 1,577,563

The Fund’s assets are classified into credit risk classes as follows:

High quality: AAA — BBB- (Standard & Poor's); Aaa — Baa3 (Moody's Investors Service);
AAA - BBB- (Fitch);

Average quality: BB+ - BB- (Standard & Poor's); Ba1 - Ba3 (Moody's Investors Service);
Low quality: B+ - B- (Standard & Poor's); B1 - B3 (Moody's Investors Service); B+ -

B- (Fitch), and lower ratings.

NOTE 16 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:

% of total
certificates as
31/12/2008 31/12/2007 at31/12/2008

(%)
Inves tment certificates held by related parties 15,709 12,415 2.7%
Inves tment certificates held by other persons 558,793 2,917,488 97.3%
Investment certificates issued as at the year end 574,502 2,929,903 100.0%
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NOTE 17 RELATED PARTY DISCLOSURES

The majority of the Fund’s investments are acquired with the mediation of the custodian bank
AS Aizkraukles banka. AS Aizkraukles banka receives also remuneration as the custodian bank, as
disclosed in the statement of income and expense. In addition, the Fund’s cash resources are
held with AS Aizkraukles banka (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 reporting year, related parties acquired 1,290 (12,415) investment certificates and
sold 0 (0) investment certificates.

NOTE 18 PLEDGED ASSETS

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

NOTE 19 FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES

The management of the Company believes that the carrying amounts of financial assets and
liabilities approximate to their fair values. The Company assumes that the fair value of liquid
financial assets and financial liabilities or financial assets and financial liabilities having short
maturities (less than three months) approximates to their carrying amount. The fair value of
financial instruments that have no official price quotations on an active market is determined on
the basis of the market inputs, by questioning market participants.

31/12/2008 31/12/2007

Market obs ervable Market obs ervable

inputs inputs

FINANCIAL ASSETS LVL LVL
Demand deposits with credit ins titutions 68,523 22,331
Financial assets at fair value through profit or loss 1,493,850 13,834,938
TOTAL FINANCIAL ASSETS 1,562,373 13,857,269
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NOTE 20 PERFORMANCE OF INVESTMENTS

The following table demonstrates the performance of Fund'’s investments as at 31 December

2008:

31.12.2008 31.12.2007
Net assets (LVL) 1,570,139 13,888,240
Number of investment certificates 574,501 2,929,903
Value of investment fund’'s shares (LVL) 2.733 4.740
Performance on investment fund’s shares* -42.41% -17.47%
Net assets (USD) 3,171,998 28,694,711
Number of investment certificates 574,501 2,929,903
Value of investment fund’s shares (US D) 5.521 9.794
Performance on investment fund’s shares* -43.46% -4.06%

*P erformance for the year 2007 is calculated starting from the date
when the first Fund's investment certificates were issued, i.e. 15 June 2007.
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INDEPENDENT AUDITORS’ REPORT

To the shareholders of IBAS “AB.LV High Yield CIS Bond Fund”

Report on the Financial Statements

We have audited 2008 financial statements of IBAS “AB.LV High Yield CIS Bond Fund” (the “Fund”), which are set out on pages 8
through 29 of the accompanying 2008 Annual Report and which comprise the balance sheet as at 31 December 2008, the
statements of income, changes in equity and cash flows for the year then ended, and a summary of significant accounting policies
and other explanatory notes.

Management’s Responsibility for the Financial Statements

The Fund's management is responsible for the preparation and fair presentation of these financial statements in accordance with
International Financial Reporting Standards. This responsibility includes: designing, implementing and maintaining internal control
relevant to the preparation-and fair presentation of financial statements that are free from material misstatement, whether due to

fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in the
circumstances.

Auditor's Responsibility

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

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, the financial statements give a true and fair view of the financial position of IBAS “AB.LV High Yield CIS Bond Fund”

as of 31 December 2008, and of its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards.

Report on Compliance of the Management Report

Furthermore, we have read the Management Report for the year ended 31 December 2008 (included on pages 4 through 5 of the
accompanying 2008 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 2008.

SIA Ernst & Young Baltic
Licence No. 17

e —

% ‘w/
Diana Krigjane /

Chairperson of the Board
Latvian Certified Auditor
Certificate No. 124

Riga, 30 March 2009
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