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Information on the investment fund

Name of the fund:

Type of fund:

Registration date of the fund:
Number of the fund:

Name of the investment management company:
Registered office of the investment management
company:

Registration number of the investment management
company:

Licence number of the investment management
company:

Name of the custodian bank:
Registered office of the custodian bank:
Registration number of the custodian bank:

Names and positions of Council Members, Board
Members and Fund Managers:

Parex Caspian Sea Equity Fund
Open-end investment fund

19 January 2007
06.03.05.098/27

“Parex Asset Management” IPAS
Republikas laukums 2a, Riga, LV-1010, Latvia

40003577500

06.03.07.098/181

“Parex banka” JSC
Republikas laukums 2a, Riga, LV-1522, Latvia
40003074590

Council of the investment management company:
Chairman of the Council — Nils Melngailis — appointed on
01.04.2009.

Council Member - Solvita Deglava —
26.03.2010.

Council Member — Anatolijs Fridmans - appointed on
01.04.2009.

Council Member - James R.Breiding — appointed on
01.04.2009.

Chairman of the Council - Martin$ Jaunarajs - resigned
on 30.01.2009.

Council Member - Glenn Frank Woo -
30.01.2009.

Council Member - Arvids Sipols — resigned on
01.04.2009.

Council Member — Raits Cernajs — resigned on
01.04.2009.

Council Member — Deniss Grigorenko — resigned on
01.04.2009.

Deputy Chairman of the Council — Roberts Stugis -
resigned on 26.03.2010.

appointed on

resigned on

Board of the investment management company:
Chairman of the Board/ President — Roberts Idelsons -
appointed on 30.11.2005.

Board Member — Elena Coleman - appointed on
30.03.2007.

Board Member — Edgars Makarovs — appointed on
30.03.2007.

Board Member - Zigurds Vaikulis — appointed on
30.03.2007.

Board Member - Igors Petrovs -
22.05.2008.

Board Member - Rems Kargins — resigned on
15.01.2009.

appointed on
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Information on the investment fund

The related rights and obligations of the
management of the investment fund

Names of Fund Managers (investment committee
members)

The related rights and obligations of the
management of the investment fund

Auditor:

All the duties of the Council and Boards members stated
in the Statutes of the Law of Latvian Republic and
Statutes of the investment management company are
performed by the Council and Board members.

Edgars Makarovs
Kristiana Kiete — appointed on 09.10.2008

All the duties of the Fun managers stated in the Statutes
of the Law of Latvian Republic and Statutes of the
investment management company and Fund Prospectus
are performed by the Fund managers
PricewaterhouseCoopers SIA

Certified audit company licence No. 5

Kr. Valdemara street 19

LV-1010, Riga

llandra Lejina
Certified auditor in charge
Certificate No. 168
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Investment management company report

The assets of the open-end investment fund Parex Caspian Sea Equity Fund (hereinafter - the Fund) are
managed by the asset management company Parex Asset Management, registered office at Republikas laukums
2a, Riga, LV-1010, unified registration number 40003577500.

The holding licence No. 06.03.07.098/181 to operate as an asset management company was last re-registered on
5 December 2005.

The investment objective of the Fund is to achieve long-term capital gains through investments mainly in equity
shares of those companies which are incorporated or operating mainly in the Caspian Sea region. The Fund
generates income from appreciation of shares and dividend payments. The Fund’s functional currency is euro.

The previous year was successful for the Caspian Sea region shares. If during the first two months of the year the
decline in stock prices continued, then since March the sharp recovery in share prices was observed. It was
facilitated by more optimistic overall investor approach caused by improvement of the global economic
performance, as well as by sharp rise in raw material prices. The rise in raw material prices affected the value of
the region shares both directly — by stabilizing the companys’ financial situation, and indirectly — there are first
signs that recovery of external sector has positive influence on the industries dependant upon internal demand.
During the year all of the shares included in the Fund’s portfolio showed an increase. The exceptions were some
low-capitalization companies that have not been able to resolve fully their financial problems; however, the
proportion of such companies in the Fund is not significant.

In 2009, the Fund's net assets increased by 49.5% or LVL 693,408 reaching LVL 2,095,350 as at the end of the
reporting year. Meanwhile, the Fund's value per share increased over the year by LVL 1.24, reaching LVL 2.72.
The Fund's annualised performance amounted 84.3% in Latvian lats and 84.8% in euros, which is the Fund's
functional currency.

During the reporting period companies operating in energy and metals mining sectors continued to comprise the
largest portion of the Fund's portfolio, with third largest portion being invested into the banking sector. Such a
structure of the Fund's portfolio reflects the structure of region's equity market, dominated by these three
industries with limited investment opportunities in other sectors of the economy. The most significant changes in
the Fund's structure affected investments into consumer goods and electricity production, reducing their portion of
the portfolio. In 2009 during development of the Fund's asset allocation, great attention was paid to the
company's financial stability, so the emphasis was made on investments into companies with relatively high
capitalization and strong balance sheets, reducing the Fund's exposure to companies being in relatively early
stages of development and/ or facing liquidity problems. This decision explains the changes in the Fund's
geographic allocation, wit substantial decrease of the portion of Georgian issuers. Kazakhstan issuers are
continuing to strongly dominate the Fund's portfolio thus reflecting the structure of the region's equity market.
Proportion of issuers from other countries represented in the Fund - Turkmenistan and Kyrgyzstan — did not
change significantly during the period and continued to comprise a relatively small share of the Fund's
investments. It must be admitted that taking into account specifics of the region, investments are assessed by
evaluating the actual country of operations of the company rather than the country where it is listed on the stock
exchange, as significant portion of companies have opted to quote their shares on foreign markets due to
undeveloped local stock markets.

In the reporting year, the management fee was paid from the Fund's assets in the amount of EUR 83,480 or
3.55% of the average asset value for the year, which does not exceed the maximum expense limit fixed in the
Prospectus, i.e. 5.00%.

We expect that similarly as in the first month of the year, in 2010 as whole shares of the region will fluctuate
significantly. Companies will have to prove that they are able to meet investor expectations, with not all of them
likely to succeed, thus the correct choice of the issuer will play a significant role this year. The overall situation in
the region looks much more optimistic than at the beginning of the previous year. Current price levels of raw
materials are beneficial to the region's businesses and economy as a whole, with tendency on recovery of export
sector being transferred to the sectors dealing with internal demand during recent months. Kazakhstan banking
sector is experiencing signs of stabilization as well — overdue loans appear to be close to their peak, with year
2010 promising to be easier for banks in terms of debt collection, therefore, it is expected that banks will gradually
resume lending this year. Concerning the region's stock performance, the great importance of the dynamics of
raw materials prices should be emphasized. Given that the mining sector companies account for the most of the
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Statement of financial position

(Ls)

Assets

Demand deposits with credit institutions
Financial assets held for trading
Shares

Derivatives

Total assets

Liabilities

Financial liabilities held for trading
Derivatives

Balances due for redemption of investment certificates
Accrued liabilities
Total liabilities

Net assets

10

31.12.2009.  31.12.2008.
348,945 113,834
1,751,120 1,423,268
- 6,277
2,100,065 1,543,379
(17,619)
(119,424)
(4,715) (4,394)
(4,715) (141,437)
2,095,350 1,401,942

Roberts Idelsons

President/ Chairman of the Board

Roberts Idelsons
President/ Chairman of the Board

The accompanying notes form an integral part of these financial statements.
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Statement of comprehensive income
(Ls)
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2009 2008
Income
Interest income 7,079 28,110
Dividends 8,093 28,632
Total income 15,172 56,742
Expenses
Remuneration to investment management company (41,525) (204,928)
Remuneration to custodian bank (2,907) (14,345)
Other fund management expenses (6,378) (5,570)
Total expenses (50,810) (224,843)
Increase / (decrease) in investment value
Realised increase / (decrease) in investment value 162,632 (1,465,802)
Unrealised increase / (decrease) in investment value 972,803 (5,357,948)
Total increase / (decrease) in investment value 1,125,435 (6,823,750)
Foreign currency revaluation gain/ (loss) (87,878) 17,039
Increase / (decrease) in net assets from investments 1,001,919 (6,974,812)

Roberts Idelsons
President/ Chairman of the Board

The accompanying notes form an integral part of these financial statements.
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Statement of changes in net assets

(Ls)
2009 2008

Net assets as at the beginning of the reporting period 1,401,942 11,193,326
Increase / (decrease) in net assets from investment activities 1,001,919 (6,974,812)
Transactions with investment certificates:

Inflow from sale of investment certificates 488,209 3,686,368

Outflow on redemption of investment certificates (796,720) (6,502,940)
Decrease in net assets from transactions with investment certificates (308,511) (2,816,572)
Increase/ (decrease) in net assets for the reporting period 693,408 (9,791,384)
Net assets as at the end of the reporting period 2,095,350 1,401,942
Issued investment certificates as at the beginning of the reporting
period 949,912 1,755,297
Issued investment certificates as at the end of the reporting period 769,298 949,912
Net asset value per investment certificate as at the beginning of the
reporting period 1.48 6.38
Net asset value per investment certificate as at the end of
the reporting period 2.72 1.48

The accompanying notes form an integral part of these financial statements.
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Statement of cash flows

(Ls)
2009 2008
Interest income 7,079 28,110
Dividend income 8,093 28,632
Investment management expenses (50,487) (243,382)
Acquisition of financial assets (210,884) (2,207,048)
Disposal of financial assets 921,461 2,853,272
Foreign currency conversion result (5,276) 64,005
Increase in cash from operating activities 669,986 523,589
Inflow from sale of investment certificates 488,209 3,686,368
Outflow on redemption of investment certificates (916,144) (6,625,267)
Decrease in cash from financing activities (427,935) (2,938,899)
Increase/ (decrease) in cash during the reporting period 242,051 (2,415,310)
Cash as at the beginning of the reporting period 113,834 2,524,859
Result of revaluation of cash denominated in foreign currencies (6,940) 4,285
Cash as at the end of the reporting period 348,945 113,834

The accompanying notes form an integral part of these financial statements.
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Notes
(Ls)
General information
Name of the fund: Parex Caspian Sea Equity Fund
Type of the fund: Open-end investment fund
Fund’s business activity: Investments mainly in equity shares of corporate entities registered or mainly

operating in the Caspian Sea region

Name of the investment management “Parex Asset Management” IPAS
company: Republikas laukums 2a, Riga, LV-1010, Latvia

Summary of significant accounting policies
Basis of preparation

The financial statements of AIF Parex Caspian Sea Equity Fund have been prepared in accordance with Intemational Financial
Reporting Standards as adopted in the European Union, as set out in the Regulations of the Financial and Capital Market
Commission (hereinafter - FCMC) on Annual Reports of Investment Funds.

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 2009 through 31 December 2009.

Critical accounting estimates and judgements

The preparation of the financial statements in conformity with IFRS requires the use of certain critical accounting
estimates. It also requires investment management company’s management to exercise its judgement in the process of
applying the Fund’s accounting policies. IFRS requires that in preparing the financial statements, the management makes
estimates and assumptions that affect the reported amounts of assets and liabilities and required disclosure at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting period.

Income and expense recognition
Interest income and expense items are recognised on an accruals basis.
Dividend income is recognised when these are received.

Interest income and expense are recognized in the income statement by taking into account the effective interest rate of
assets/liabilities. Interest income and expense include amortization of discount or premium or other differences between
the accounting amount of an initial interest bearing instrument and its amount at the moment of its redemption, calculated
using the effective interest rate method. In the case of impaired interest income bearing asset, calculation of interest is
continued by applying the effective interest rate method.

Remuneration to asset management company of the Fund and the custodian bank are calculated monthly at a fixed rate
of the Fund’s assets and are recognized in the income statement on an accruals basis.

Foreign currency translation

The Fund’s functional currency is euro 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 lat, which is the
presentation currency of the Fund.

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. Monetary 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. Any gain or loss resulting from a change in exchange rates is included in the statement of income and expense as
gain or loss from the revaluation of foreign currency positions.
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Notes
(Ls)

The exchange rates established by the Bank of Latvia (LVL to 1 foreign currency unit) and mainly applied when preparing
the statement of assets and liabilities of the Fund can be specified as follows:

Currency 31.12.2009  31.12.2008.

uSD 0.489 0.495
GBP 0.783 0.728
CAD 0.469 0.408
KZT 3.300 4.100

Since 1 January 2005, the Bank of Latvia has stated a fixed currency exchange rate for the Latvian lat against the euro,
i.e. 0.702804. From this moment the Bank of Latvia will also ensure that the market rate will not differ from the official rate
by more than 1%. Therefore, the Fund's future profit or loss due to fluctuations of the euro exchange rate will not be
material as far as the Bank of Latvia maintains the above mentioned fixed rate.

Cash
Cash comprises Fund’s demand deposits with credit institutions.
Financial instruments

Financial instruments are classified in the following categories: financial assets at fair value through profit or loss and held
to maturity. The classification depends on the purpose of financial instrument acquisition. The management determines
classification of financial instruments at their original recognition.

Financial assets and liabilities at fair value through profit or loss

Financial instruments at fair value through profit or loss include assets held for trading and derivative financial
instruments. Fund does not have any financial assets that are designated as at fair value through profit and loss.

Financial instruments held to maturity

Financial instruments held to maturity are with fixed or determinable payments and fixed maturity that the Plan has the
positive intention and ability to hold to maturity. Assets held to maturity comprise debt securities with fixed income and
term deposits with banks.

Investments in securities

All investments in securities are classified as held-for-trading securities, i.e. securities are acquired for generating a profit
from short-term fluctuations in price or dealer’'s margin.

Held-for-trading securities are initially recognised at cost and subsequently re-measured at fair value based on available
market prices. The result of re-measuring held-for-trading securities at fair value is included in the statement of
comprehensive income as increase/ (decrease) in investment.

Securities are revaluated on the basis of Bloomberg's financial information on the bid prices of securities. Unlisted
securities are evaluated on the basis of the custodian bank’s information on transactions, but in case such information is
not available, respective securities are evaluated at their cost. Securities purchase and sale transactions are recognised
on the date of settlements. The cost of securities sold is defined on a FIFO (first in, first out) basis.

Derivative financial instruments

In order to manage foreign currency risk, the Plan has involved in future foreign exchange transactions (forwards) and
currency swap transactions (swaps). All derivative financial instruments for accounting purposes are classified as trading
transactions.

Derivative financial instruments initially are recognized and subsequently measured at fair value. Fair value of these
contracts is included into statement of financial position as "Derivative financial instruments" and their nominal value is
presented in the notes of financial statements.

The fair value is determined by the available market prices or discounted cash flow models. All the derivative financial
instruments are represented as assets when their fair value is positive and as liabilities when their fair value is negative.
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Notes
(Ls)

Gains or losses arising from changes in assets and liabilities arising from forward foreign exchange and currency swap
contracts are recognised in the statement of comprehensive income as a foreign exchange revaluation result.

Fair values of financial assets and liabilities

The 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.

Taxes

The Fund’s income is subject to income tax in the country of its origin. Basically, the Fund’s income is exempt from
income taxes. The Fund is not a Latvian corporate income tax payer.

On 1 December 2009 Saeima has approved changes to the law “On the personal income tax”, stating that starting with 1
January 2010 capital gains are subject to 15% tax charge. For investment funds capital gain is a difference between
selling price and purchase price of investment certificates. In accordance with transition norms of the law “On the
personal income tax”, in order to calculate income from sale of investment certificates purchased before endorsement of
the law (before 01.01.2010) one has to apportion difference between selling and purchase value to the number of months
investment held and multiply this by number of months investment held from 01.01.2010 until the settlement date.
Changes in the law are applicable only to private persons being residents of the Republic of Latvia.

Adoption of new or revised standards and interpretations

Certain new IFRSs became effective from 1 January 2009. Listed below are those new or amended standards or
interpretations which are relevant to the Fund’s operations and the nature of their impact on the Fund’s accounting
policies.

IAS 1, Presentation of Financial Statements, revised in September 2007. The main change in IAS 1 is the replacement of
the income statement by a statement of comprehensive income which includes all non-owner changes in equity.
Alternatively, entities are allowed to present two statements: a separate income statement and a statement of
comprehensive income. The Fund has elected to present a single statement of comprehensive income. The revised IAS 1
also introduces a requirement to present a statement of financial position (balance sheet) at the beginning of the earliest
comparative period whenever the entity restates comparatives due to reclassifications, changes in accounting policies, or
corrections of errors. The revised IAS 1 had an impact on the presentation of the Fund’s financial statements but had no
impact on the recognition or measurement of specific transactions and balances.

Improving Disclosures about Financial Instruments - Amendment to IFRS 7, Financial Instruments: Disclosures, issued in
March 2009. The amendment requires enhanced disclosures about fair value measurements and liquidity risk. The entity
is required to disclose an analysis of financial instruments using a three-level fair value measurement hierarchy. The
amendment requires disclosure of remaining contractual maturities of financial derivatives if the contractual maturities are
essential for an understanding of the timing of the cash flows. An entity will further have to disclose a maturity analysis of
financial assets it holds for managing liquidity risk, if that information is necessary to enable users of its financial
statements to evaluate the nature and extent of liquidity risk. The enhanced disclosures are included in these financial
statements.

Certain new IFRSs became effective from 1 January 2009. Listed below are those new or amended standards or

interpretations which are not relevant to the Fund'’s operations and policies.

— |AS 23, Borrowing Costs, revised in March 2007.

—  Puttable Financial Instruments and Obligations Arising on Liquidation—IAS 32 and IAS 1 Amendment.

— Vesting Conditions and Cancellations—Amendment to IFRS 2, Share-based Payment.

— IFRS 8, Operating Segments.

— IFRIC 13, Customer Loyalty Programmes.

— IFRIC 14, ‘IAS 19 - The limit on a defined benefit asset, minimum funding requirements and their interaction’.

—  Embedded Derivatives - Amendments to IFRIC 9 and IAS 39, issued in March 2009.

— IFRIC 15, Agreements for the Construction of Real Estate.

— IFRIC 16, Hedges of a Net Investment in a Foreign Operation.

— Improvements to International Financial Reporting Standards (issued in May 2008). The amendments did not have
an impact on the policies of the Fund.
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Notes
(Ls)

Certain new standards and interpretations have been published that become effective for the accounting periods
beginning on or after 1 July 2009 or later periods and which are not early adopted by the Fund.

IAS 27, Consolidated and Separate Financial Statements (revised January 2008; effective for annual periods
beginning on or after 1 July 2009).

Cost of an Investment in a Subsidiary, Jointly Controlled Entity or Associate—IFRS 1 and IAS 27 Amendment,
issued in May 2008.

Eligible Hedged ltems—Amendment to IAS 39, Financial Instruments: Recognition and Measurement (effective with
retrospective application for annual periods beginning on or after 1 July 2009).

IFRS 1, First-time Adoption of International Financial Reporting Standards (following an amendment in December
2008, effective for the first IFRS financial statements for a period beginning on or after 1 July 2009).

IFRIC 12, ‘Service concession arrangements’ (effective for annual periods beginning on or after 1 January 2008.
Effective for annual periods beginning on or after 30 March 2009 for companies that prepare financial statements
based on the IFRS as adopted by the EU,).

IFRIC 17, Distributions of Non-Cash Assets to Owners (effective for annual periods beginning on or after 1 July
2009).

IFRIC 18, Transfers of Assets from Customers (effective for annual periods beginning on or after 1 July 2009).
Group Cash-settled Share-based Payment Transactions - Amendments to IFRS 2, Share-based Payment (effective
for annual periods beginning on or after 1 January 2010).

Improvements to International Financial Reporting Standards (issued in April 2009; amendments to IFRS 2, IAS 38,
IFRIC 9 and IFRIC 16 are effective for annual periods beginning on or after 1 July 2009; amendments to IFRS 5,
IFRS 8, IAS 1, IAS 7, IAS 17, IAS 36 and IAS 39 are effective for annual periods beginning on or after 1 January
2010).

Certain new standards and interpretations have been published that become effective for the accounting periods
beginning on or after 1 January 2010 or later periods and which have not been endorsed by the EU:

IFRS 3, Business Combinations (revised January 2008; effective for business combinations for which the acquisition
date is on or after the beginning of the first annual reporting period beginning on or after 1 July 2009).

Amendment to IAS 24, Related Party Disclosures (issued in November 2009 and effective for annual periods
beginning on or after 1 January 2011).

Classification of Rights Issues - Amendment to IAS 32 (issued 8 October 2009; effective for annual periods
beginning on or after 1 February 2010).

Additional Exemptions for First-time Adopters - Amendments to IFRS 1, First-time Adoption of IFRS (effective for
annual periods beginning on or after 1 January 2010).

IFRS 9, Financial Instruments Part 1: Classification and Measurement. IFRS 9 was issued in November 2009 and
replaces those parts of IAS 39 relating to the classification and measurement of financial assets. While adoption of
IFRS 9 is mandatory from 1 January 2013, earlier adoption is permitted.

Amendment to IFRIC 14, ‘Payments of a minimum funding requirement’ (effective for annual periods beginning on or
after 1 January 2011).

IFRIC 19, Extinguishing financial liabilities with equity instruments (effective for annual periods beginning on or after
1 July 2010).

The International Financial Reporting Standard for Small and Medium-sized Entities (issued in July 2009) is a self-
contained standard, tailored to the needs and capabilities of smaller businesses.

Demand deposits with credit institutions

% of Fund’s net
assets as at

31.12.2009. 31.12.2008. 31.12.2009.
Demand deposits with credit institutions, AS Parex banka 348,945 113,834 16.65%
Total demand deposits 348,945 113,834 16.65%

The Fund receives interest on demand deposits at fixed rates.
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Notes
(Ls)
4, Shares
% of Fund’s
net assets as
31.12.2009. 31.12.2008. at 31.12.2009.
Equity shares:
Non-OECD equity shares 1,751,120 1,423,268 83.57%
Total shares 1,751,120 1,423,268 83.57%

All shares and other non-fixed income securities are classified as held-for-trading securities.

As at 31 December 2009, all the Fund’s shares and other non-fixed income securities were traded on regulated markets,
except for securities with the book value of 83,908 LVL (as at 31 December 2008 — 11,773 LVL).

Taking into account specifics of the region, investments are assessed by evaluating the actual country of operations of
the company rather than the country where it is listed on the stock exchange, as significant portion of companies have
opted to quote their shares on foreign markets due to undeveloped local stock markets.

The table below presents shares by the issuer’s country of residence:

% of Fund’s
Carrying net assets
Acquisition ~ amount as at as at
Finanancial instrument Currency  Amount value 31.12.2009. 31.12.2009.
Financial instruments traded on regulated
markets 4,511,332 1,667,212 79.57%
Kazakhstan issuers: 3,748,974 1,271,451 60.69%
KAZMUNAIGAS EXPLORATION PRODUCTION usbD 14,600 202,826 178,198 8.51%
EURASIAN NATURAL RESOURCES GBP 22,400 173,159 157,765 7.53%
URANIUM ONE CAD 68,000 493,974 93,762 4.47%
CHAGALA GROUP usbD 63,745 325,022 93,514 4.47%
STEPPE CEMENT LTD GBP 190,000 605,176 90,750 4.33%
ZHAIKMUNAI LP usbD 23,700 50,372 90,397 4.31%
KAZAKHMYS GBP 8,816 123,799 89,669 4.28%
HALYK SAVINGS BANK usbD 22,200 225,051 89,560 4.28%
TETHYS PETROLEUM CAD 218,300 13,510 80,882 3.86%
BANK CENTERCREDIT KZT 25,203 164,997 61,629 2.94%
KAZAKHTELECOM EUR 16,810 238,039 60,252 2.88%
MAX PETROLEUM GBP 395,000 160,005 53,352 2.55%
KAZKOMMERTSBANK KZT 25,170 146,614 52,744 2.52%
KAZAKHGOLD GROUP usbD 13,430 133,035 49,255 2.35%
KAZAKHSTAN KAGAZY usb 140,000 359,889 15,746 0.75%
KAZAKHTELECOM KZT 213 44,654 12,020 0.57%
SHALKIYAZINC MINING AND METALLURGICAL CO usbD 100,000 288,852 1,956 0.09%
Turkmenistan issuers: 129,231 172,945 8.25%
DRAGON OIL GBP 57,000 129,231 172,945 8.25%
Georgian issuers: 528,604 129,706 6.19%
BANK OF GEORGIA usbD 32,950 528,604 129,706 6.19%
Kyrgyzstan issuers: 104,523 93,110 4.44%
CENTERRA GOLD CAD 19,200 104,523 93,110 4.44%
Financial instruments not traded on requlated
markets 290,847 83,908 4.00%
Kazakhstanian issuers: 290,843 49,429 2.35%
CASPIAN SERVICES INC usbD 198,200 290,843 49,429 2.35%
Georgian issuers: 4 34,479 1.65%
CAUCASUS ENERGY & INFRASTRUCTURE usbD 9,973 2 17,357 0.83%
LIBERTY CONSUMER usbD 26,831 2 17,122 0.82%

Total shares: 4,802,179 1,751,120 83.57%




5. Derivatives

AIF “Parex Caspian Sea Equity Fund”
Annual report for the year ended 31 December 2009

N

otes
(Ls)

19

The below table presents the notional amounts and fair values of forward foreign exchange and currency swap
instruments. The notional amount of foreign exchange transactions is stated on the basis of amounts receivable arising

thereon.
31.12.2009. 31.12.2008. % of Fund's
Fair value Fair value net assets
Notional Notional as at
amount Assets Liabilities amount Assets Liabilities ~ 31.12.2009.
Currency swap
instruments 89,245 6,277 (5,023) 0.00%
Forward foreign
exchange
instruments 88,025 (12,596) 0.00%
Total
derivatives - - - 177,270 6,277 (17,619) 0.00%
All the contracts are concluded with a Latvian counterparty.
6. Accrued liabilities
31.12.2009. 31.12.2008.
Accrued commission fees payable to investment management company 4,068 3,549
Accrued commission fees payable to custodian bank 285 248
Accrued fees payable for professional services 362 597
Total accrued liabilities 4,715 4,394
7. Interest income
2009 2008
Interest income from demand deposits with credit institutions 7,079 28,110
Total interest income 7,079 28,110
8. Realised increase / (decrease) in investment value
2009 2008
Income from sale of investments 1,009,957 3,157,383
Acquisition value of investments sold (3,018,275) (4,823,572)
Decrease in value of investments sold, recognised in the prior reporting periods 2,160,950 200,387
Total realised increase / (decrease) in investment value 152,632 (1,465,802)
9. Unrealised increase / (decrease) in investment value
2009 2008
From shares 972,803 (5,357,948)
Total unrealised increase / (decrease) in investment value 972,803 (5,357,948)
10. Change in investments during the reporting period
Foreign
Increase during  Increase during currency Fair value
the reporting the reporting revaluation revaluation
31.12.2008. period period result result 31.12.2009.
Shares 1,423,268 210,884 (921,461) (87,006) 1,125,435 1,751,120
Derivatives, net (11,342) - - 11,342 - -
Total investments 1,411,926 210,884 (921,461) (75,664) 1,125,435 1,751,120
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11. Pledged assets

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

12. Fair values of financial assets and liabilities

According to the estimates of the Company, the carrying amounts of deposits with credit institutions, held-for-trading non-
fixed income securities, and derivatives approximate to their fair values. The fair value is determined according to the
market quotation method, based on available quotes of stock exchanges and brokers.

13. Risk management

Risks are inherent in the investment process. The risk management process includes risk identification, risk
measurement, and directly risk management. The Fund is exposed to market risk (i.e. currency risk, interest rate risk,
and price risk), credit risk, liquidity risk and other risks (including operational risk). The investment strategy of the Fund is
aimed at minimising the aforementioned risks; however, the Company cannot guarantee that these risks can be
completely avoided in the future.

Risk management structure

Risk identification and measurement are the responsibility of an independent unit — the Risk Management Division which
prepares and presents information about risks to the Fund Manager who decides specifically whether it would be
necessary to minimise risks. The risk measurement process employs several models based on historical data and
adjusted to consider for the current economic situation. Specific models are used to forecast changes in risk factors in
ordinary and extraordinary market situations.

To mitigate the investment risks, the Fund Manager follows the risk diversification and hedging principles. The Fund
Manager acquires sufficient information on potential or current investment objects, as well as supervises the financial and
economic position of issuers of the securities in which the Fund’s property has been or is to be invested. The Company,
when developing the Fund’s investment strategy and stating limits, performs an analysis of the Fund’s investments by
maturity, geographic and currency profile, as well as assesses the risks inherent to each of the above factors. The Fund
Manager acts in strict compliance with the Fund Prospectus, Fund Management Regulations, as well as regulations and
restrictions imposed by legislation of the Republic of Latvia.

Market risk

Market risk is a risk that the Fund’s value will reduce as a result of changes in any of the following market factors:
securities prices, exchange rates, interest rates, etc.

Equity price risk

Changes in equity prices depend on the following two groups of factors: changes in stock indexes of a respective country
(for instance, DAX (German stock index)) and the financial position of the issuer (prospects of earnings profit), where the
first factor is usually referred to as systematic risk and the second — as specific risk. Systematic risk is managed on the
basis of forecasts of the overall economic development in specific geographic regions and industries. Specific risk
management is performed by conducting a detailed analysis of the issuer’s financial position and profitability, as well as
other factors affecting the equity price, based on the published issuer’s reports and mass media information. Equity price
deviations and correlations are also a matter of particular focus, making it possible to calculate the total risk exposure for
all shares of the portfolio on the basis of only equity price history.

As at the end of the reporting period, the beta (a ratio showing the change in the Fund’s performance relative to the
overall market) was 0.65. The beta was calculated on the basis of the data for the year 2009. The synthetic index
comprising most liquid Central Asian stocks was selected as the market index. The changes of the market index are
calculated as annualised standard deviation.

Market Changes of the
changes  Fund’s value
65.0% 42.2%
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Currency risk arises when the nominal value of Fund's securities or other instruments differs from the Fund’s currency
(euros). Exchange rate fluctuations may result in a gain or loss, depending on the trend of the fluctuations and the Fund’s
currency position. The Fund’s exposure to currency risk is managed effectively by entering into currency forward and
swap transactions, which results in closing of the existing positions and minimisation of potential risk losses. Currency risk
is also minimised by the diversification effect, which arises in situations when the Fund has several currencies, and
changes in exchange rates of those currencies are not closely interrelated.

The table below shows the Fund’s assets and liabilities by currency profile as at 31 December 2009.

Other
EUR usD GBP currencies Total
Assets
Demand deposits with credit institutions 167,611 144,409 36,925 348,945
Shares 60,252 732,240 564,481 394,147 1,751,120
Total assets 227,863 876,649 564,481 431,072 2,100,065
Liabilities
Accrued liabilities (4,715) (4,715)
Total liabilities (4,715) (4,715)
Net assets 223,148 876,649 564,481 431,072 2,095,350
% of net assets 10.65% 41.84% 26.94% 20.57% 100.00%
As at 31 December 2009, other currencies are distributed as follows: CAD — LVL 300,339 and KZT - LVL 130,733.
The table below shows the Fund’s assets and liabilities by currency profile as at 31 December 2008.
Other
EUR uSsb KZT currencies Total
Assets
Demand deposits with credit institutions 32,974 79,492 1,368 113,834
Shares 92,260 431,333 132,786 766,889 1,423,268
Derivatives 34,983 - (28,706) 6,277
Total assets 160,217 431,333 212,278 739,551 1,543,379
Liabilities
Derivatives (46,325) 28,706 (17,619)
Balances due for redemption of investment -
certificates (119,424) (119,424)
Accrued liabilities (4,394) (4,394)
Total liabilities (170,143) 28,706 (141,437)
Net assets (9,926) 431,333 212,278 768,257 1,401,942
% of net assets -0.711% 30.77% 15.14% 54.80% 100.00%

As at 31 December 2008, other currencies are distributed as follows: GBP — LVL 296,030, GEL — LVL 259,743, CAD -LVL

11,397, and AUD - LVL 1,088.
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The effect of changes in currency exchange rates on the Fund’s value is shown in the table below. Changes in currency
exchange rates represent annualised standard deviation of the respective exchange rate calculated on the basis of the
data for the year 2009.

Share in Fund Change in currency Effect on the

Currency (% of assets) rate against EUR Fund’s value
EUR 10.60% 0.00% 0.00%
uSD 41.90% 12.12% 5.07%
GBP 27.10% 12.35% 3.34%
CAD 14.20% 11.46% 1.63%
KZT 6.20% 22.39% 1.40%
Total 100.00% 11.44%

Changes in currency exchange rates represent annualised standard deviation of the respective exchange rate calculated
on the basis of the data for the year 2008 were as follows:

Share in Fund Change in currency Effect on the

Currency (% of assets) rate against EUR Fund’s value
EUR -0.71% 0.00% 0.00%
usb 30.77% 14.00% 4.30%
KZT 15.14% 14.40% 2.18%
AUD 0.08% 19.90% 0.02%
GBP 21.11% 11.30% 2.40%
GEL 18.53% 19.50% 3.61%
CAD 15.08% 13.10% 1.98%
Total 100.00% 14.49%

Concentration risk

The issuer's industry and geographic position are additional risk factors, which can affect the price of the issuer's
securities or the issuer’s solvency. Therefore, it is vital to identify concentration risk, i.e. to which extent the Fund’s value
depends on changes in specific regions or industries. Risk concentration by geographic profile (based on the country
most affecting the issuer’s solvency) and industry profile is presented in the table below.

The table below shows the Fund's assets and liabilities by geographic profile as at 31 December 2009.

Other non -
OECD region
Latvia countries Total

Assets

Demand deposits with credit institutions 348,945 - 348,945
Shares - 1,751,120 1,751,120
Total assets 348,945 1,751,120 2,100,065
Liabilities

Accrued liabilities (4,715) - (4,715)
Total liabilities (4,715) - (4,715)

Net assets 344,230 1,751,120 2,095,350
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The table below shows the Fund’s assets and liabilities by geographic profile as at 31 December 2008.
Other non -
OECD region
Latvja countries Total
Assets
Demand deposits with credit institutions 113,834 - 113,834
Shares 1,423,268 1,423,268
Derivatives 6,277 - 6,277
Total assets 120,111 1,423,268 1,543,379
Liabilities
Derivatives (17,619) (17,619)
Balances due for redemption of investment
certificates (119,424) (119,424)
Accrued liabilities (4,394) (4,394)
Total liabilities (141,437) (141,437)
Net assets (21,326) 1,423,268 1,401,942

The table below shows the Fund’s assets and liabilities by country profile (based on the issuer’s country of incorporation).

Carrying amount as at  Carrying amount as at % of Fund’s net assets

Country 31.12.2009. 31.12.2008. as at 31.12.2009.
Kazakhstan 1,320,880 920,955 63.04%
Latvia 344,230 (21,326) 16.43%
Turkmenistan 172,945 116,662 8.25%
Georgia 164,185 333,889 7.84%
Kyrguzstan 93,110 51,762 4.44%
Total 2,095,350 1,401,942 100.00%

The table below shows the Fund's securities portfolio by industry profile.

Carrying amount as at  Carrying amount as at % of Fund’s net assets

Industry 31.12.2009. 31.12.2008. as at 31.12.2009.

Energy resources 718,965 451,401 34.31%
Raw materials 498,251 358,101 23.78%
Commercial banks 333,639 220,717 15.92%
Consumer services 110,636 28,398 5.28%
Telecommunications services 72,272 104,923 3.45%
Public utilities 17,357 90,433 0.83%
Food, beverages, tobacco - 169,295 0.00%

Total 1,751,120 1,423,268 83.57T%

Liquidity risk

Liquidity risk is a risk that the Fund will have difficulties in meeting is financial obligations. The Fund Manager strives to
maintain such an asset structure which would ensure a possibility of selling securities in due time and with no significant
losses. Investments in the market of the Caspian Sea region are associated with a high risk that various assets may have
a temporarily illiquid market. This may give rise to a situation that financial instruments or other assets cannot be sold at
all or can be sold at a lower value.
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The table below shows the Fund’s assets and liabilities by maturity profile as at 31 December 2009.
1-3
Within 1 month months Total
Assets
Demand deposits with credit institutions 348,945 - 348,945
Shares 1,751,120 - 1,751,120
Total assets 2,100,065 - 2,100,065
Liabilities
Accrued liabilities (4,353) (362) (4,715)
Total liabilities (4,353) (362) (4,715)
Net assets 2,095,712 (362) 2,095,350
% of net assets 100.02% (0.02)% 100.00%

The table below shows the Fund's assets and liabilities by maturity profile as at 31 December 2008.

1-3
Within 1 month months Total

Assets
Demand deposits with credit institutions 113,834 - 113,834
Shares 1,423,268 - 1,423,268
Derivatives - 183,547 183,547
Total assets 1,537,102 183,547 1,720,649
Liabilities

Derivatives - (194,889) (194,889)
Balances due for redemption of investment -

certificates (119,424) (119,424)
Accrued liabilities (4,096) (298) (4,394)
Total liabilities (123,520) (195,187) (318,707)
Net assets 1,413,582 (11,640) 1,401,942
% of net assets 100.83% (0.83)% 100.00%

14. 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 at

31.12.2009. 31.12.2008. 31.12.2009.
Investment certificates held by the custodian bank (AS Parex banka) 55,402 55,402 7.20%
Investment certificates held by other related parties 10,641 10,641 1.38%
Investment certificates held by other persons 703,255 883,869 91.42%
Investment certificates issued as at the end of the period 769,298 949,912 100.00%

Related party disclosures

The majority of the Fund’s investments are acquired with the mediation of the custodian bank AS Parex banka. AS Parex
banka receives remuneration as the custodian bank, as disclosed in the statement of comprehensive income. In addition,
the Fund’s cash resources are held (see Note 3) and derivative contracts are concluded (see Note 5) with AS Parex
banka.
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The remuneration paid to the investment management company during the reporting period is disclosed in the statement
of comprehensive income (also see Note 6).

During the reporting year related parties did not perform Fund's investment transactions with the Fund's investment
certificates.

16. Dynamics of the Fund’s performance

31.12.2009. 31.12.2008. 31.12.2007.
Fund’s net assets (LVL) 2,095,350 1,401,942 11,193,326
Number of Fund’s shares 769,298 949,912 1,755,297
Value of Fund’s shares 2.72 1.48 6.38
Performance on Fund’s shares 84.35% (76.74)% (9.25%)
Fund’s net assets (EUR)* 2,984,898 1,995,114 15,759,003
Number of Fund’s shares 769,298 949,912 1,755,297
Value of Fund’s shares 3.88 2.10 8.98
Performance on Fund’s shares 84.76% (76.52)% (10.20%)

* The net asset value in EUR is determined, based on exchange rates fixed at financial markets at the end of each day.

Performance for the year 2007 is calculated from the date of issue of the first Fund’s investment certificates, i.e. 14
February 2007.

Performance is calculated supposing that a year consists of 365 days.
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