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ACCESSBANK - AZERBAIJAN'S ACCESSIBLE EUROPEAN BANK
B Mission — to provide access to financial services for Azerbaijan's low and middle income households and micro
and small businesses

B Founded in October 2002 as a green-field bank, the Micro Finance Bank of Azerbaijan. Renamed AccessBank in
September 2008

m Operates with a full banking licence, delivering a complete range of banking services

B Shareholders: EBRD (20%), IFC (20%), BSTDB (20%), KfW (20%), Access Microfinance Holding (16.53%) and
LFS Financial Systems (3.47%)

B Leading microfinance lender in Azerbaijan with over 30% market share, serving 78,000 business and 22,000
retail clients

Twenty-three branches and 1,000 staff across the country
USD 375 million in total assets and USD 297 million loan portfolio at year-end 2009
Highest rated non state-owned bank in Azerbaijan by Fitch Ratings (BB+ Long-term IDR & D Individual Rating)
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KEY RESULTS
2008 2009 Change
Balance Sheet Items USD (‘000) USD (‘000)
Total Assets 242 091 374 514 55%
Liquid Assets 29 119 70536 142%
Total Loan Portfolio (gross) 208 154 296 991 43%
Business Loan Portfolio 191 303 276 400 44%
Micro Loans (< $ 10,000) 87 883 141 988 62%
Trust and Small Loans ($ 10,001 - $ 100,000) 68 522 81161 18%
Medium Loans (> $ 100,000) 34 898 53 251 53%
Consumer Loan Portfolio 12 219 14 377 18%
Other Loans 4633 6214 34%
Accrued Interest and Disbursement Fees 1315 2193 67%
Loan Loss Reserve 5138 8211 60%
Net Loan Portfolio 204 331 290 974 42%
Fixed and other Assets 8 644 13 004 50%
Customer Deposits 27 281 84 676 210%
Borrowings 170 090 220 821 30%
Equity 41572 66 349 60%
Profit and Loss Account USD (‘000) USD (‘000)
Operating Income 39 223 59 595 52%
Operating Expense 22 478 34714 54%
Profit Before Tax 16 745 24 881 49%
Profit After Tax 13 052 24 886 91%
Ratios |
Return on Equity (year-end) 31.6% 37.5% 19%
Return on Average Assets 6.8% 8.2% 21%
Cost / Income 57.3% 58.2% 2%
Capital Adequacy 24.6% 25.8% 5%
Number of Outstanding Loans 71148 100 489 41%
Number of Business Loans 47 753 78 025 63%
Number of Micro Loans 45017 74 284 65%
Average Micro Loan Size (disbursed USD) 2712 2737 1%
Number of Trust, Small and Medium Loans 2736 3741 37%
Average Trust, Small, and Medium Loan size (disbursed USD) 46 937 46 864 -0%
Number of Agro Loans 8 995 24 500 172%
Average Agro Loan Size (disbursed USD) 2207 2194 -1%
Number of Deposit Accounts 28 158 114 507 307%
Number of Branches 20 23 15%
Number of Staff 863 960 1%

Portfolio at Risk (>30 days) 0.56% 0.85% 52%
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MISSION STATEMENT

AccessBank’s mission is to provide access
to financial services for Azerbaijan’s low and
middle income households and micro and small
businesses.

AccessBank strives to provide a complete range
of financial services, including loan products,
current and savings accounts, money transfer
and payment services, plastic cards and trade
financing. AccessBank aims to achieve the
highest banking standards, in particular with res-
pect to efficiency, transparency, customer satis-
faction, responsibility, prudence and human re-
source development. As a commercial bank with
a full banking licence, AccessBank also offers
financial services to other categories of clients,
including larger enterprises and international
organisations, especially where this delivers
synergies with AccessBank’s core mission.
AccessBank focuses on micro and small busi-
ness because this sector is vital for the develop-
ment and diversification of Azerbaijan’s econo-
my, the creation of jobs and the elimination of
poverty. While most micro and small businesses
operate profitably and their flexibility helps them

absorb economic shocks, their growth is often

limited by a lack of access to financial services. AccessBank has been created to close this gap: to provide
access to European standards of financial services for the micro and small business community as a whole,
including the households who form part of this community, and to create a more inclusive financial system.
AccessBank’s dedicated products and risk management technology, specifically developed to serve these
sectors, allow the bank to do this efficiently and profitably. AccessBank’s profitability facilitates the bank’s
long-term sustainability, rapid expansion and maximum impact.

AccessBank’s shareholders are united in their commitment to development, enabling AccessBank to invest
extensively in increasing outreach without focusing on maximising short-term returns. AccessBank invests
intensively in the training of its young and highly motivated staff to ensure the best possible service for the
bank’s customers and the sustained growth of AccessBank.



LETTER FROM THE CHAIRMAN OF THE SUPERVISORY BOARD

Rising to the challenge

In 2009 Azerbaijan felt the impact of the global financial crisis.
Although, in a global context, the Azerbaijan economy remained
relatively strong, the economic cooling increased the risks faced
by Azerbaijan’s business and banking community. While many
banks in Azerbaijan responded to the increased risk by restraining
lending, AccessBank countered market trends by expanding
its outreach in 2009. At the same time AccessBank maintained
excellent portfolio quality and generated healthy profit — all three
aspects forming a solid basis for continuing the bank’s growth and
activities in 2010 and beyond.

Financial services for micro and small enterprises remain the
core of AccessBank’s business. During 2009 the number of
business credit customers increased by 57% to 76 000, proving
AccessBank’s reliability as a business partner in times of turmoil.

This reliability is also reflected in AccessBank’s increasing depo-
sit business. The bank’s depositor client base increased four-fold and AccessBank is now serving more
than 65 000 households and enterprises by offering safe and customer-friendly current accounts, term
deposits and savings plans.

During 2009, AccessBank amplified its vital role in providing financial services to Azerbaijan’s micro and
small businesses and low and middle income households. The staff and management of the bank success-
fully stepped up to the increasing risks in the local economy. More than ever before in its history, AccessBank
has contributed to economic stability, the expansion of micro and small businesses, diversification of the
economy, creation of employment and elimination of poverty.

The positive impact that AccessBank is having on its clients was documented by an independent impact
assessment study published in 2009 by the Azerbaijan Microfinance Association. This study revealed that
the household incomes and business revenues of long-term AccessBank credit clients were over 90%
higher than for new clients who had yet to realise the benefits of partnering with AccessBank.

The shareholders are proud of AccessBank’s continuing outstanding stability in the face of an increasingly
challenging economic environment, of its role in mitigating the impact of the cooling of the economy in
Azerbaijan and its contribution to the welfare of its customers.

Michael Jainzik | i 1 _f
'..Ill_"- :.- L;.-L'- ] 'L[ilflﬁ

Chairman of the Supervisory Board



LETTER FROM THE MANAGEMENT

AccessBank 2009 — Managing growth and risk

As the economy cooled in 2009, AccessBank continued to ex-
pand its outreach and grow its portfolio, while successfully
managing the increased risk. At the end of 2009, AccessBank had
posted a 43% increase in its total loan portfolio and was providing
financing to 76 000 businesses across the country — 65% more
than a year earlier. This included 24 000 businesses involved in
the agricultural sector, making AccessBank the leading investor
in agriculture in Azerbaijan. At the same time the total value of all
loans with any arrears over 30 days remained below one per-cent
of the total portfolio, testifying to the strength of AccessBank’s risk
management.

Through careful planning and business development, the
AccessBank management also succeeded in significant risk
reductions in its portfolio by improving regional and sectoral diver-

sification, reducing the proportion of the portfolio accounted for by

larger loans, and increasing the bank’s local currency resources and the proportion of the portfolio denomi-
nated in the local currency — thereby reducing currency risk for both the bank and its clients.

The strength of AccessBank’s risk management was again formally recognised by Fitch Ratings, which,
both in 2009 and at the start of 2010, reaffirmed the bank’s ‘BB+’ Long-term Issuer Default Rating, matching
the country ceiling. In addition, at the start of 2010, Fitch Ratings increased AccessBank’s individual rating,
making it Fitch’s highest rated non state-owned institution in Azerbaijan (from ‘D/E’ to ‘D’).

The growing confidence in AccessBank among the population of Azerbaijan led to a threefold increase
in total deposits in 2009, which doubled the proportion of the portfolio financed by deposits and financed
over 60% of the year’s portfolio growth. This also reduced the bank’s need to attract new refinancing from
international sources.

While the staff and management are proud of the bank’s success, management is not complacent and
understands that as the bank grows and the economic environment becomes increasingly complex, the
risks faced by the bank also escalate. To meet this challenge, AccessBank never stops investing in the
continual training and development of its staff and management and in constant review and upgrading of
its risk management and control systems. Together, we are confident and ready to meet the challenges
that face the bank and to continue to be Azerbaijan’s reliable banking partner for low and middle income
households and micro and small businesses.

Dr Andrew Pospielovsky

General Manager



SHAREHOLDERS

AccessBank, a closed-type joint stock bank, opened on 29 October 2002 as the Micro Finance Bank of
Azerbaijan. In September 2008 the bank changed its name to AccessBank. AccessBank has six share-
holders led by Triple-A rated international financial institutions that are committed to the development of
Azerbaijan and microfinance. The nominal share capital at the end of 2009 was AZN 20 million consisting of
20 million shares with a nominal face value of AZN 1 each. In March 2010, the share capital was increased
by AZN 21.8 million, through the capitalisation of retained earnings, to AZN 41.8 million. The nominal face
value of shares was increased to AZN 2.09 while the distribution and number of shares remained the same.

151 F Black Sea Trade and Development Bank (20% share of AccessBank equity)
o

The Black Sea Trade and Development Bank (BSTDB) is an international financial

[ Yeirlia i institution established by 11 countries from the Black Sea region. The mission of the

o bank is to accelerate development and promote co-operation among its shareholder
countries. The bank has an authorised capital of SDR 3 billion (approximately USD 4.5 billion), and pro-
vides trade and project financing, guarantees and equity to both public and private enterprises in its mem-
ber countries in order to encourage their economic development and regional co-operation, and to establish

stronger economic linkages. (www.bstdb.org)

(Q European Bank for Reconstruction and Development (20%)

The EBRD is an international financial institution that supports projects in 29 countries
European Bank

for Reconstruction and
Development

from central Europe to central Asia. Investing primarily in private sector clients whose
needs cannot be fully met by the market, the bank promotes entrepreneurship and
fosters transition toward open and democratic market economies. The EBRD is the largest single inves-
tor in the region and also mobilises significant foreign direct investment into its countries of operation. The
bank invests mainly in private enterprises, usually together with commercial partners. It provides project
financing for the financial sector and the real economy, both new ventures and investments in existing
companies. It also works with publicly-owned companies to support privatisation, restructuring of state-
owned firms and improvement of municipal services.

Owned by 61 countries and two intergovernmental institutions, the EBRD maintains a close political dialogue
with governments, authorities and representatives of civil society to promote its goals. In all its operations
the EBRD follows the highest standards of corporate governance and sustainable development. As a public
institution, the EBRD is committed to a rigorous public information policy. (www.ebrd.org)

SiS IFC International Finance Corporation (20%)

) il
INTERNATIONAL FINANCE CORPORATION . . . . . .
PrivaeEntepriscParncrship poverty and improve their lives. IFC fosters sustainable economic growth in de-

IFC, a member of the World Bank Group, creates opportunity for people to escape

veloping countries by supporting private sector development, mobilizing private capi-



tal and providing advisory and risk mitigation services to businesses and governments. The corporation’s
new investments totalled USD 14.5 billion in fiscal 2009, helping channel capital into developing countries

during the financial crisis. (www.ifc.org)

KfW - Kreditanstalt fiir Wiederaufbau (20%)
Jesess ka KfW Development Bank is committed to improving the economic and social condi-
ENTWICKLUNGSBANK  tions of people in developing and transition countries. Through its Financial Co-
operation (FC) on behalf of the German government, it contributes to reducing
poverty, protecting natural resources and securing peace worldwide. KfW has been one of the key players
in developing micro and SME finance in Eastern Europe and the CIS over the past 10 years.
KfW Development Bank is part of the government-owned KfW Banking Group, which has been stimulating
the economy, society and ecology in Germany, Europe and worldwide for more than five decades. With
a balance sheet total of more than EUR 400 billion in 2009, KfW Bankengruppe is among the 10 largest
German banks. (www.kfw.de)

@ ACCGSSHOlding Access Microfinance Holding AG (16.53%)

MICROFINANCE AG AccessHolding is a strategic investor in the microfinance industry. It was
established in 2006 by LFS Financial Systems (16.12%) and is owned

by an international group of private and public investors including (16.12% each): CDC Group plc (a UK
government-owned fund investing in developing and emerging economies); EIB — European Investment
Bank (the European Union’s financing institution); IFC; KfW Development Bank; Omidyar Tufts Microfinance
Fund (created by the founder of EBay); and MicroAssets (3.26%), a staff investment programme of LFS.
AccessHolding invests in microfinance institutions and develops these investments through a combination
of equity finance, holding services and management assistance, building a global network of AccessBanks

with a common brand identity. (www.accessholding.com)

% LFS Financial Systems GmbH (3.47%)
LFS is a Berlin-based consultancy firm specialising in financial sector projects in de-

FINANCIAL SYSTEMS veloping countries and transition economies. Since its foundation in 1997, LFS has be-

come one of the leading consultancies in the field of micro and small business financing. Its proven lending
technology and hands-on approach, implemented by a growing team of permanent consultants, have made
LFS one of the preferred partners of international donors and investors.

Going beyond the scope of traditional consultancy, LFS is investing in microfinance institutions, assuming
a dual role as manager and investor. Building upon the success of its first investments of this kind, LFS has
now created an international network of microfinance banks under the AccessBank brand.

(www.Ifs-consulting.de)



009 [AecessBa

‘erbaijan

ACCESSBANK - HISTORY

2002

* Founded on 29 October as the Mic-
ro Finance Bank of Azerbaijan by

Loan Portfollo Deposit

Y Total Assets Do
‘ear ortfolio
(USDmilion) | Amount | Number -
(USD million) | of Clients | (USD million)

Number of

Branches

BSTDB, EBRD, IFC, KfW and LFS 2002 49 - 1
2003 5.7 3.3 2000 - 4
2003 5000
" First refinaneing loan recelved from ------
EBRD (USD 5 million) P E— 6000
2004 2007 133.3 114.5 46 000 14 14
2008 2421 69 000 26.5

» Current accounts and money trans-

fer systems launched

2005
+ Term deposit launched and AccessBank joins the international SWIFT, Western Union and PrivatMoney

money transfer networks

» First non-shareholder refinancing loans received from Global Microfinance Facility, Blue Orchard,
Deutsche Bank, Incofin, and Triodos

 First regional branch opened in Ganja

2006

» Retail business developed through the launch of additional deposit products, retail lending, debit cards,
the installation of the first ATMs, and joining the Visa card network and several more money transfer
networks

2007
* AccessHolding joins as a new shareholder

+ Continuing launch of new retail and ‘cross-sector’ products, including international trade-finance, Visa-
branded debit cards, Salary Projects, point-of-sale terminals and off-branch ATMs

+ Dedicated Agro Loan product launched
» Alpha rating obtained from M-CRIL specialist microfinance rating agency

* New refinancing loans concluded in year exceed USD 50 million including: the first closing of
AccessBank’s debut bond — the first bond from an Azerbaijani issuer on international capital markets;
the first AZN-denominated loan from an international private investor, SNS Institutional Microfinance

Fund; and AccessBank’s first subordinated loan, from Deutsche Bank (USD 10 million)
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2008

» Micro Finance Bank of Azerbaijan renamed AccessBank to create a stronger and more distinct brand

+ BB+ rating received from Fitch Ratings — the highest rating of any private bank in Azerbaijan and
matching the country ceiling

* New refinancing loans concluded in year exceed USD 80 million, including the second closing of
AccessBank’s debut bond and the signing of the bank’s first syndicated loan, arranged by EBRD

* AccessBank’s Agroloan product named ‘Best New Product’ by Azerbaijan Microfinance Association

+ AccessBank joins the UN Global Compact — the first bank in Azerbaijan to do so

2009

+ BB+ rating confirmed by Fitch Ratings — again the highest rating of any private bank in Azerbaijan

« Three new branches open, two branches relocate to new premises and a further two branches double
in size. The expanded branches and two of the new branches are located outside Baku

+ Deposits triple during the year. Combined with retained earnings to finance 90% of the portfolio growth,
they reduce the need for refinancing

* AccessBank named one of the three most sustainable banks of Eastern Europe in the 2009 Financial
Times Sustainable Banking Awards, with the main criteria being Environmental, Social and Corporate
Responsibility and Corporate Governance

* MIX ranks AccessBank one of the top 50 microfinance institutions in its 2008 Global Composite 100
ranking

* AccessBank joins the International Campaign for Client Protection hosted by the Center for Financial
Inclusion — the first bank in Azerbaijan to do so

* AccessBank CEO named ‘Banker of the Year’ for 2009 in Azeri Business Awards



BUSINESS REVIEW

POLITICAL AND ECONOMIC ENVIRONMENT

‘Stable’ best describes the political and economic environment of Azerbaijan. While political stability did not
face any challenges in 2009, economic stability was strained as oil prices fell and devaluations affected
Azerbaijan’s neighbours. The Central Bank did intervene to support the Manat (AZN) through H1, but by
H2 rebounding oil prices and the continued energy export-driven trade and current account surplus had
restored confidence in the AZN and economy. While government spending and economic growth did slow
in 2009, in a global context, the Azerbaijan economy escaped relatively unscathed.

The State Statistics Committee reported 9.3% GDP growth for 2009, but this is based on measuring the
contribution of oil to GDP in terms of volume produced and not actual income derived from the sale of the
oil. Thus in monetary terms, 2009 GDP was reported at AZN 34.6 billion (USD 43.3 billion), or 8.9% down
on the 2008 reported total of AZN 38.0 billion (USD 47.4 billion). This resulted in a reduced state budget
in 2009, with total budget revenues of AZN 10.3 billion (USD 12.9 million) or 4.1% down on 2008, and
expenditures of AZN 10.6 billion (USD 13.2 billion) or 1.9% down. The reduction in monetary GDP and
government spending helped dampen inflation with CPI in 2009 officially reported at 1.5% (7% according
to unofficial estimates), compared with 21% in 2008.

Despite the reduction in oil prices, the trade surplus remained healthy at USD 8.6 billion on exports of
USD 14.7 billion and imports of USD 6.1 billion. The AZN remained virtually unchanged versus the local
reference currency, the USD, at AZN 0.8031 at 2009-end versus AZN 0.8010 at 2008-end. Energy exports
should ensure continued economic stability in the medium-term, but the commaodity price collapse in 2008
demonstrates that diversification of the economy remains the main challenge facing Azerbaijan, alongside
controlling inflationary pressures, spreading the benefits of the oil income and reducing corruption.

A similar scenario occurred in the banking sector with growth slowing from the heady levels of over 50%
year-on-year growth in 2006-2008, but still remaining positive. Growth slowed with many banks reducing
lending when faced with liquidity pressures resulting from refinancing difficulties, as global capital markets
dried up. However, the Central Bank did intervene to boost liquidity, reducing the deposit reserve to 0.5%
in Q1 from 6% at the start of the year (and 12% at Q3-2008-end), abolishing a 5% reserve requirement on
foreign borrowings and providing direct loans to many banks. In the end, total banking assets increased by
14% in 2009 (from AZN 10.3 to AZN 11.7 billion) and the total loan portfolio by 20% (from AZN 6.8 to AZN
8.2 billion). As a proportion of GDP, total banking assets increased to 33% and the total loan portfolio to 24%,
compared with 27% and 18% respectively at 2008-end, but this still represents relatively low levels of pene-
tration. Deposits increased by a much lower figure of 4% to AZN 5.7 billion and remain at only 17% of GDP.
In order to encourage the strengthening of the banking sector, the President of Azerbaijan also declared
a three-year tax exemption for profit that is capitalised, beginning from 1st of January 2009 — this should
also help improve liquidity in 2010 by reducing tax payments for the banking sector. While the Central Bank
has been advocating consolidation in the banking sector for many years, no such consolidation occurred in
2009 and the number of banks remained at 46.
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The reduction in lending activity by many banks augmented the importance of AccessBank as the lender
to Azerbaijan’s small business community. AccessBank significantly outperformed the sector on all key
aspects and this was reflected in the improvement of AccessBank’s market share and position. In terms
of total banking assets, AccessBank’s market share increased to 2.7% from 2.0% at 2008-end and out
of 46 banks, AccessBank rose to ninth position from 11th at 2008-end. In terms of total loan portfolio, the
improvement was even more dramatic as the bank moved from tenth to sixth position with an increase in
market-share to 2.9% from 2.3%. In agricultural lending, AccessBank took first place among the reporting
banks. While figures on the number of business clients are not published, AccessBank’s leading position in
micro and small business lending is undisputed.

Apart from the banks, some 96 non-bank financial institutions operate in Azerbaijan, of which approximately
18 are engaged in microfinance. The Azerbaijan Microfinance Association (AMFA) collects data for 31 insti-
tutions involved in microfinance (consisting of 18 non-bank financial institutions and 13 banks, including
AccessBank). The micro loan portfolio of these institutions stood at USD 443 million at 2009-end, giving
AccessBank 36% market share and making AccessBank by far the leading microfinance institution, fol-
lowed by Finca with 16% market share.

ACCESSBANK'’S POSITIVE IMPACT ON CLIENTS

In 2009, an independent study by the Azerbaijan Microfinance Association (AMFA) found that
AccessBank has a significant positive impact on its microfinance clients. The study surveyed 2 000
microfinance customers in Azerbaijan, half of whom were new clients and half of whom were long-
term clients. While AccessBank offered only slightly higher average loan sizes to new clients than the
general study (AZN 1 500 vs. AZN 1 100), long-term clients received substantially larger loans (AZN
3 400 vs. AZN 2 000). Despite this, a higher percentage of AccessBank clients reported paying their
loans with business income than those in the general study (80% vs. 71%).

The result of the financing is that the average household income of AccessBank’s long-term clients
was 90% higher than for new clients (AZN 3 800 compared to AZN 2 025) and business income was
120% higher (AZN 12 397 compared to AZN 5 629). The higher income levels also filtered through
to higher spending on education, savings and other ‘quality-of-life’ areas. These figures were higher

for AccessBank clients than for clients of the sector as a whole. The study concluded that these dif-

ferences demonstrate the significant positive impact AccessBank’s financing activity is having on the
development of Azerbaijan’s micro and small entrepreneurs. (Full report available on our website).

While competition in the banking and microfinance sector is intensifying, the effective provision of finan-
cial services to AccessBank’s target client groups by other banks remains limited. At the same time, with
respect to non-bank MFIs, AccessBank’s advantage is that it is able to provide clients with a full range of
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financial services, in addition to basic financing. AccessBank maintains its market leading position in micro
and small business financing by delivering its services with maximum efficiency and transparency and
saving clients’ time and money. Competition is having minimal impact on AccessBank’s growth and, over
the last two years, AccessBank has seen demand for its services increase as many banks and institutions
restrict their lending activities in the face of liquidity and risk management difficulties.

FINANCIAL RESULTS

AccessBank’s total assets increased by 55% in 2009, ending the year at USD 375 million compared with
USD 242 million at 2008-end. The growth was financed through a combination of increased customer de-
posits (up 210% to USD 82 million from USD 55 million at 2008-end), retained earnings (USD 25 million)
and increased borrowing (up 30% to 219 million from USD 168 million at 2008-end). Capital adequacy re-
mained extremely strong, ending the year at 26% for Total Capital Adequacy and 21% for Tier 1 — or more
than twice the Central Bank regulatory norm of 12% and 6% respectively.

Post-tax profit for 2009 reached USD 25 million, compared to USD 13 million in 2008. The improved
profitability was driven by continued growth in income streams, mainly through portfolio growth (up 43%
to USD 297 million from USD 208 million at 2008-end) while costs were controlled. Profitability was also
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boosted by the tax exemption on capitalised profit (see above) from which AccessBank benefited as all
2009 profit was capitalised. Good cost-control was reflected in the Expense / Income ratio, which ended
the year at 58%, the same level as in 2008. A slight decrease in Financial Income to 33.1%, from 33.8%
in 2008, was balanced by a reduction in the net Financial Expense to 8.5% from 9.1% in 2008, resulting in
portfolio yield remaining nearly unchanged at 24.6%, compared with 24.7% in 2008.

CLIENTS BENEFIT FROM ACCESSBANK’S PROFITABILITY

As AccessBank scaled up and improved its efficiency, the business of the bank began to generate
profit. To date, the shareholders have reinvested all profit into growing the business, facilitating the
rapid expansion of the bank. As a result, 18 times as many businesses were receiving financing from
AccessBank in January 2010 compared to four years earlier, in January 2006. Just as significantly,
the profitability of the bank facilitated a dramatic increase in lending in AZN, the local currency, remo-

ving currency risk for tens of thousands of AccessBank’s borrowers. As the equity of the bank is de-

nominated in AZN, this forms one of AccessBank’s main AZN resources. As retained earnings are fed
into the equity of the bank, AccessBank’s AZN resources also increase. At 2009-end, AccessBank
was able to provide AZN denominated loans to 58,000 business borrowers (74% of the total), com-
pared to 4 300 at 2006-end (33% of the total). AccessBank’s AZN portfolio increased to the equiva-
lent of USD 85 million at 2009-end (31% of the business portfolio), from USD 4.5 million at 2006-end
(10% of the business portfolio).

LOAN PORTFOLIO DEVELOPMENT

AccessBank’s total outstanding loan portfolio increased 43% in 2009, well above the 17% portfolio growth
posted by the banking sector as a whole, reaching USD 297 million, from USD 208 million at 2008-end. A
total of 104 000 loans for USD 363 million were disbursed in 2009 (up from 76 000 loans for USD 269 mil-
lion in 2008), with an average loan size of USD 3 494 (down slightly from USD 3 534 in 2008). By the end
of the year, the total disbursals at AccessBank had exceeded USD 900 million and 275 000 loans. Portfolio
quality remained excellent, with Portfolio at Risk > 30 days (measured as the full principal amount of all
loans with any payments overdue for more than 30 days as a percentage of the total portfolio) at 0.85%,
compared with 0.56% the previous year. This increase comes as a function of two factors: first, AccessBank
writes off very few loans, with the write-off of USD 223 000 in Q1 of 2009 being the first since 2006 and in-
cluding no write-offs of SME loans, meaning that many of the loans in arrears have been accumulating over
several years; and second, as the economy cools, some businesses are experiencing difficulties. Portfolio
growth was highest in the Micro Loan segment as management responded to the changes in the economic
environment by adopting a more conservative approach in SME and Retail lending (see below).
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OUR CLIENTS

A FLOCK OF HIS OWN

Adil Imanov started his working life as a shepherd on the local collective farm in Imishli. When the Soviet
Union collapsed in 1991, he seized the opportunity to buy 120 sheep from the farm to start his own flock.
Over the years, his flock grew, but without access to financing the growth was slow. In 2009 with a USD
20 000 Agro loan from AccessBank, Mr Imanov was able to increase his flock to 600, boosting both his
income and that of the three shepherds he now employs.

Development of Total Loan Portfolio 2008-2009

120 000

100 000

(asn uojiw) awnjop

v v v vi vl Ix X X Xl 1l m v v v vi vi X X
08 08 08 08 08 08 08 08 08 08 08 08 09 09 09 09 09 09 09 09 09 09 09 09

Amount of Outstanding:
B Micro Loans < $ 10 000 I Small Loans $ 20000 - 100 000 I Retail and Staff Loans

I Trust Loans $ 10 000 - 20 000 W Medium-sized Loans >$ 100 000 -o- Number of Outstanding Loans




BUSINESS BANKING

Portfolio Development - The outstanding business loan portfolio increased by 44% in 2009 to end the
year at USD 276 million (78 000 loans to 76 000 clients), compared to USD 191 million at 2008-end. In
total, 82 000 loans for USD 338 million were disbursed in 2009, increases of 56% and 38% respectively

over 2008. The average size for all business loans was USD 4 130, with 50% of all business loans being
disbursed to first-time AccessBank clients. For many of these clients, the loans constituted their first from
a financial institution.

The most significant growth was posted in the Micro Loan segment, ranging in amount from USD 100 to
USD 10 000, with the outstanding portfolio increasing by 62% during the year to USD 142 million (74 000
loans). The segment continued to dominate both in terms of numbers of loans — 95% of all business loans
were below USD 10 000 and 85% were below USD 5 000 — and in terms of amount, accounting for over
51% of the total business portfolio. A total of 79 000 Micro Loans for USD 217 million were disbursed in
2009 (average loan size USD 2 737), exceeding the total disbursed to SME clients in 2009 two-fold (see be-
low), demonstrating AccessBank’s focus on the Micro segment. The strength of AccessBank’s risk manage-
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ment is reflected by the exceptionally low Portfolio at Risk > 30 days rate for the Micro Portfolio, which stood
at 0.4%. Risk for both the bank and clients was also reduced by a continuing increase in the proportion of
loans disbursed in local currency, with 62 586 of the 79 000 (76%) Micro Loans disbursed in 2009 disbursed
in AZN, compared with 34 000 (64% of the total) in 2008 (see box text above). AccessBank’s constant com-
mitment to increasing efficiency is demonstrated by the continuing growth in the average portfolio per loan
officer. At 2009-end, this stood at USD 556 000, or 53% higher than at 2008-end when the figure was USD
364 000.

As a further commitment to efficiency, and in order to meet client demand, AccessBank extended its Micro
Loan methodology to the USD 10 001-USD 20 000 segment and differentiated this as a separate product
in 2008. This simplified the lending process for these loans, making it quicker for both clients and staff. At
the start of 2009 this product was given the name Trust Loans. In 2009, 853 Trust Loans for USD 14 million
were disbursed and at year-end the outstanding portfolio was 1 084 loans for USD 13 million, 89% higher
than at 2008-end.

The SME portfolio (loans over USD 20 000) grew by 26% in 2009 to USD 122 million with a total of 1 733
loans for USD 107 million disbursed during the year (average loan size of USD 61 761). The SME Portfolio
at Risk > 30 days increased during the year from 0.8% to 1.4%, in part because the bank has yet to write
off any SME loans and overdues have accumulated over time, as well as because of the general eco-
nomic slowdown. Despite the increase, this rate remains excellent and maintaining portfolio quality remains
management’s priority.

Breakdown of Outstanding Business Portfolio
by Loan Amount at Disbursement as of 31 Dec 2009
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The diversification of AccessBank’s loan portfolio across economic sectors continued to improve in 2009.
Reflecting the structure of the private sector economy and microfinance, wholesale and retail trade con-
tinued to claim the largest share, with 59.4% of the outstanding business loan portfolio at year-end, followed
by services (15.8%) and agriculture (12.3%). Despite the high figure for trade, this was down from 66% at
2008-end and 73% at 2006-end. The portfolio in this sector is also highly diversified across a wide range
of both wholesale and retail trade activities. The decrease in the proportion of the portfolio accounted for
by trade was absorbed by the agriculture sector, which recorded the largest increase in 2009, growing from
6.5% at 2008-end and from 1.2% at 2006-end. The statistics are even more impressive in terms of numbers
of loans, with 28% of the portfolio accounted for by agriculture (up from 17% at 2008-end and 5% at
2006-end) reflecting the smaller average loan size in this sector.

The growth of the agricultural sector in AccessBank’s portfolio is a direct result of the success of the Agro
Loan product introduced in 2007. In AccessBank’s regional branches, up to half of all business loans are
now disbursed under this product. By year-end the outstanding Agro Loan portfolio (included in the Micro
Loan portfolio) reached USD 38 million from USD 14 million at the end of 2008 (with an average loan dis-
bursal of only USD 2 194). Quality remains excellent with Portfolio At Risk > 30 days of 0.28%. The total
portfolio for the Agro Loan product is higher than that reported specifically for the primary agricultural sector
above, as the Agro Loan product is also used for financing agriculture-related services and businesses that
have seasonal income flows (e.g. clients selling seed and fertilizers or veterinary services, which are clas-

sified under the trade and services sectors respectively).

—— Breakdown of Outstanding Business Portfolio by Sector as of 31 Dec 2009 ——
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OUR CLIENTS

B ——ef —w FROM HOBBY TO THRIVING BUSINESS

Lh il L 'l Ashraf Habibov has cultivated decorative plants for over

. o ' .I 20 years in the southern town of Astara. This began as

- a hobby to supplement his income as a mathematics

il '_"' i teacher at a local school. But after 30 years in the class-

'.I- ."'"i\—-.--" 3 ‘| room Mr Habibov retired and devoted himself to his
L1 |

Over the last three years, Mr Habibov has taken three
AccessBank loans of AZN 2 000 — 4 000 which have al-
lowed him to purchase more seedlings, expand his flower

= . Ty plants.
g r However, his low income meant he had little spare
. x el s cash to repair damage caused by the region’s powerful
= - thunderstorms or to invest in expanding the business.
¥ Wy

AT i beds, improve his irrigation system and promptly repair

t .' N i his greenhouse. He has earned a good reputation and

- ( r' ¥ i today Mr Habibov takes orders from across the country.
Lig ™

Corporate Services - As AccessBank’s clients develop, their financial services needs are also becoming
more sophisticated. The Corporate Services Department was created to meet this demand and the Head
Office unit supports branch staff in delivering specialised products to clients, such as managing company
payrolls through AccessBank under Salary Projects (see below) and Trade Finance Operations. The de-
partment also endeavours to attract and serve larger Azerbaijani and foreign companies and organisations
that require banking services but are not necessarily seeking financing. The current account and deposit
balances of such organisations, and their employees, help the bank meet its strategic objective of expand-
ing and diversifying AccessBank’s funding base for core, micro and small business lending activities.

RETAIL BANKING AND OPERATIONS

Having developed a range of core products in 2006 and 2007, AccessBank is now focused on deepening its
client base and growing business volumes. This includes extensive staff training and increased marketing
and client outreach programs within the community.

Deposits and Current Accounts — The growth of deposit and current account volume in 2009 was
exceptional, increasing 210% compared to sector-wide growth of only 4% during the year, which attests to

the strengthening of AccessBank’s reputation in Azerbaijan. Total current accounts and deposits closed the
year at USD 82 million (115 000 accounts), compared with USD 26 million at 2008-end (28 000 accounts).




Annual Report 2009 / AccessBank, Azerbaijan

The USD 56 million growth in deposits financed over 60% of the portfolio growth, and the proportion of
deposits to Total Assets and to Loan Portfolio doubled to 23% and 28% respectively in 2009 (from 11% and
13% at 2008-end).

Account Turnover — Account turnover increased 85% in 2009 despite businesses’ continued preference
for informal transfer systems that bypass both tax authorities and legal restrictions on international pay-
ment transfers. Non-cash turnover increased by 84% to USD 175 million in 2009, from USD 95 million in
2008, while cash turnover increased by 63% to USD 497 million in 2009, from USD 306 million in 2008. In
developing this business, AccessBank focuses on providing excellent customer service and offering clients
transfers through the HOEKS Azerbaijani inter-bank clearing system, SWIFT for international transfers, and
access to the bank’s network of correspondent accounts.

Money Transfer Systems — International remittances from family members working abroad are a vital
source of revenue for many low-income Azerbaijani families. To serve this market, AccessBank offers
clients a range of leading international money transfer systems for account and non-account holders, in-
cluding Western Union, CoinStar (formerly Travelex), Bistraya Pochta, PrivatMoney, Migom and Contact —
the last four being oriented to the CIS where the majority of Azerbaijani migrant workers seek employment.
The total number of transactions via these systems grew by 38% to 30 225 in 2009, while the total amount
transferred contracted by 3% to USD 18 million. The decrease occurred as devaluations in Russia and
Ukraine, where the majority of Azerbaijani migrant workers are employed, reduced their dollar incomes and
the amounts they had available to remit. Indeed, money transfers dropped 20% in volume during the year
for Azerbaijan as a whole, showing that AccessBank again expanded its market share.

Development of Deposit Accounts in 2008-2009
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Visa Cards — In 2009, AccessBank focused on increasing its client base for the bank’s Visa-branded plastic

cards, especially under Salary Projects, after developing a wide range of products and features in 2007 and
2008. Features of the AccessBank Visa Cards include a ‘multi-currency’ option, meaning that the cards
can be linked to AZN, USD and EUR accounts allowing the user to make purchases in any of the three cur-
rencies, both in Azerbaijan or abroad, without incurring any currency conversion fees or commissions — a
first for Azerbaijan. Other features include card-to-card transfers and payment for mobile-phone services
and utilities through ATMs. One of the strategic aims in introducing the Visa debit cards was to encourage
clients to use their current accounts and keep excess cash on deposit in AccessBank. With the launch
of Salary Projects with the bank’s SME clients in 2007, and the growth of this service since, AccessBank
has further encouraged the use of current accounts by SME, corporate clients and their employees. Un-
der the project, employers pay their employees’ salaries through AccessBank and AccessBank issues
the employees plastic debit cards with which the employees can access their salary accounts at either
AccessBank branches or its ATMs. In addition to increasing current account balances and turnover, Salary
Projects also helps strengthen the relationship with SME and corporate clients. In 2009 AccessBank also
attracted several educational institutions which now pay their monthly student scholarships through Salary
Projects. This helped to increase the total number of individuals enrolled in Salary Projects from 1 500 at
2008-end to 7 500 by 2009-end (through 96 Salary Projects). The total number of debit cards increased by
157% in 2009 to 15 070 from 5 854 a year earlier. The total value of transactions in 2009 increased more
slowly — 59% to USD 26 million — primarily due to the low values of transactions on student scholarship
cards. While growth in 2009 was strong, AccessBank still considers this aspect of the business to be in the
early stages of development.

Retail Lending — AccessBank is developing retail lending in pursuit of three strategic objectives: first, to
extend access to financing to low and middle income households; second, to help AccessBank develop a
retail client base — a market where AccessBank was relatively unknown and which is essential for attrac-



ting deposits; and third, to strengthen links with SME and corporate clients through expanding the range of

services provided by AccessBank. The first retail loan product — Partner Loans — was introduced in 2006 to
help families finance the acquisition of core household goods as well as to provide a service to the bank’s
SME clients. Under the Partner Loan product, AccessBank teamed up with some of AccessBank’s SME
clients who are retailers of electrical goods, household appliances and furniture. The retailers direct their
customers to AccessBank to finance purchases from the retailers and, in some cases, the retailers also
provide an additional guarantee for the loans. The programme also provides loans to the retailers’ staff,
similarly guaranteed by the retailers. This was followed in 2007 by Auto Loans to finance the purchase of
vehicles and in 2009 by Cash Loans to individuals in specific, selected, stable professions (initially only
doctors and teachers) and Deposit Loans — or loans secured by deposits — that allow clients to obtain short-
term financing without having to break their long-term deposits.

Because of the economic cooling in 2009, management exerted extreme caution in Retail lending and
the Retail portfolio finished the year at USD 14.4 million (22 000 loans). While this was 18% higher than
at 2008-end when it finished at USD 12.2 million (23 000 loans), this was still down from the peak of USD
15.3 million (26 000 loans) reached in July 2008. As a percentage of the total portfolio, Retail loans ac-
counted for only 4.8% at 2009-end, compared with 10% at 2007-end. Partner Loans continue to account
for the largest proportion of the Retail Portfolio at 53%, followed by Cash Loans — 38%, Auto Loans —
6.4% and Deposit Loans — 2.4%.

AccessBank is committed to developing retail lending responsibly to ensure that clients are not over-
burdened with debt. Management has actively restrained the growth of this business by strictly limiting
the number of retail partners with which it works, developing restrictive retail loan products and observing
stringent limits on debt-to-income ratios of loan applicants. The clearest proof of AccessBank’s responsible
lending is the very low arrears rate with the PAR > 30 days rate standing at 1.4% at year-end.

Retail Credit Development (Outstanding Portfolio) in 2008-2009
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OUR CLIENTS

BAKING FOR MASALLI

Ramin Mammadaliyev’'s home region of
Masalli has a strong tradition of baking
bread in ‘tandir’, or clay-ovens. He soon
realized, however, that baking was con-
fined to single-oven cottage bakeries
which were inefficient and could not meet
demand. Mr Mammadaliyev brought in
his mother’'s knowledge of baking to start
a larger-scale bakery with several ovens
and employees, making bread and a local
speciality, ‘levengi’ roast chicken or chicken
stuffed with walnuts. Over the years, his
business expanded to eight ovens and
nine employees, but productivity was still
limited by the weather as five of the ovens
were outdoors and there was no drainage.
With a USD 20 000 loan from AccessBank
in 2009, Mr Mammadaliyev improved
drainage and enclosed the outdoor ovens,
weather-proofing his operation. This has
also allowed him to increase employee
salaries by 30% and to start saving for the

further expansion of the business.

Marketing — In 2009, AccessBank’s multi-media marketing campaigns focused on promoting the con-
tinued availability of business loans, despite the crisis, to reinforce AccessBank’s reputation of reliability.
While this was the first time AccessBank had focused a marketing campaign on loans, it also proved to
be the most successful ‘deposit’ campaign — helping to instil confidence in the bank among the public and
attract deposits. Other marketing activities extended from localised promotions for new branch openings
and community outreach events to a cross-over marketing and Corporate Social Responsibility project —

sponsoring a series of three classical concerts at the Baku Philharmonic: one for mothers and babies, one

for institutionalised youth and one as a showcase for young musicians. The marketing department is also
heavily involved in AccessBank’s Call Centre, which by year-end was fielding 1 000 calls per day about
bank services.




REFINANCING
In 2009, AccessBank funded the majority of the USD 89 million portfolio growth through growth in de-

posits and retained earnings, which totalled USD 81 million and reduced AccessBank’s need for external
refinancing. The bank received a total of USD 65 million in new refinancing in 2009 and rolled-over a further
USD 5 million in funding, or significantly less than the USD 81 million the bank received in 2008. Total bor-
rowings increased by USD 49 million to USD 219 million from USD 170 million at the end of 2008. Notable
transactions during the year included: the drawing down of AccessBank’s first syndicated loan (USD 28
million, arranged by EBRD); a new USD 15 million loan from IFC; the roll-over of a USD 5 million loan with
an increase of an additional USD 2 million, both denominated in AZN, from DWM / SNS Microfinance Fund;
and the signing of an AZN denominated loan from EBRD for USD 10 million (with disbursal scheduled for
2010). Other funding was provided by KfW (USD 10 million under a loan concluded in 2008), DWM / SNS
Microfinance Fund (USD 5 million) and Triodos (USD 5 million).

AccessBank’s easy access to refinancing was further strengthened by the reconfirmation of the BB+
Long-Term Issuer Default Rating by Fitch Ratings, the highest rating for any private Azerbaijani bank and
matching the country ceiling.

INFRASTRUCTURE

In 2009, AccessBank opened three new branches: one in Baku and two in the regions, in Jalilabad and
Salyan. AccessBank now serves 12 main cities and towns of Azerbaijan with a total of 23 branches. This
brings AccessBank close to its goal of providing nationwide coverage. Two existing branches were relo-
cated to new premises: Ganja to larger premises as the business had outgrown the previous location and
the Airport branch to a new location in Badamdar in line with the relocation of the wholesale markets. Two
branches, Sheki and Lenkoran, were doubled in size to accommodate the growth of the business and ad-
ditional office space was obtained for the Head Office.

During the year, AccessBank also invested significant resources into upgrading communication links to all
branches, laying a fibre-optic cable to the Head Office server and creating an off-site back-up Disaster Re-
covery Computing Centre. To reduce IT-risk, the bank uses only fully-licensed software in all its operations.

RISK MANAGEMENT

The strength of AccessBank’s risk management is demonstrated by the excellent portfolio quality. Neverthe-
less, management is not complacent, recognising that as economic growth slows and the bank increases
in scale, risks are also increasing. Strengthening risk management and controls remains a continual and
constant process. Credit risk management, the major risk for AccessBank, was strengthened significantly in
2005 with the creation of a Head Office credit management unit to oversee business lending (now including
a Director of Business Banking and separate heads for Micro, SME, Corporate Services, Back Office and
Training) and relieving Senior Loan Officers of direct lending duties, allowing them to concentrate fully on

the management, control, training and supervision of loan officers in the branch.
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OUR CLIENTS

A PASSION FOR WOOD-CARVING

Vusal Khaligov, who works as an air traffic controller at the

#y

local airport in Lenkoran, has a passion for wood carving.

He supplements his income by carving traditional acces-
sories for weddings and souvenirs and takes orders from
individuals and shops in Lenkoran and Baku. However,
high quality products with fine detail require high qual-

ity materials — without spare cash Mr Khaligov often had
to purchase materials for each individual order, which
meant he took longer to complete orders and lost cus-
tomers. With the help of AccessBank, Mr Khaligov took
loans of AZN 2 000 and USD 3 000 in 2007 and 2009
respectively to purchase materials in bulk and expand his
stock. This has helped him to meet orders quickly and to

increase his margins. Now he is saving to open his own

shop so that he can sell his craftwork directly.

This structure was consolidated in 2006 and 2007 with branch level Heads of SME and as the staff be-
came more experienced in their new positions. Similar to Credit, Head Office functions were also created in
2006 to manage the risk of the Retail and Operations business. This now includes Departmental Heads for
Banking Services, Retail Lending, Methodology and Development and Payment Cards.

This matrix control structure of hierarchical subordination to the branch manager, with technical supervision
by Head Office business managers, has proven to be not only efficient, but also effective in ensuring that
policies and procedures are adhered to and risk is well managed.

In 2008, Risk Management was strengthened by the creation of Risk, ALCO and IT committees, reporting
quarterly to the Supervisory Board, and the formation of a Risk Management Department — initially respon-
sible for reviewing all new loans for exposures over USD 100 000, adding another layer of independent
review, and for strategic monitoring and analysis of risk. In 2009, the Risk Management Department was
further strengthened with the addition of four staff to increase monitoring of both sectoral risks and risk
across the bank, to review Micro and SME analyses and to investigate customer complaints.

With the increase in non-credit operations, anti-money laundering and anti-terrorist financing procedures
become even more important. AccessBank has adopted detailed procedures for managing both issues,
which are centred on a strict KYC (Know Your Client) policy and which serve to protect the citizens and laws

of Azerbaijan.The procedures have been prepared in accordance with FATF (Financial Action Task Force)

and other international recommendations.
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AccessBank’s business success is reliant on the bank’s IT systems for day-to-day operations and manage-
ment information. All branches are connected online, and all business is fully integrated in a central data-
base. This provides management with instant up-to-date information on all activities, available at any time
at their desk-top PCs, contributing to management’s control capacities and risk management.

The efficacy of the control mechanisms and Risk Management in AccessBank is subject to constant review
by the Internal Audit Function. By 2009-end, the Audit Department numbered ten full-time staff who audited
each branch and Head Office department twice per year. The work of the department is led and supported
by the Audit Committee which reports directly to both the Supervisory Board and the General Assembly of
Shareholders.

The technical development of Risk Management in the bank is also supported by business specialists in
Berlin, from LFS, at the AccessHolding level.

OUTLOOK

The cooling of the economy in 2009 impacted the Azerbaijan Banking Sector as a whole and increased
risk. However, AccessBank and its staff rose to the challenge and the bank continued its rapid growth, in-
creasing outreach and improving efficiency, while successfully managing risk and remaining true to its core
mission of serving micro and small businesses and low and middle income households. It is anticipated that
the economic environment in 2010 will be more stable but will also mark the beginning of more tempered
growth for the country.

Although competition in the sector has intensified in recent years, AccessBank remains the only bank
focused on serving the needs of Azerbaijan’s low and middle income households and micro and small
businesses. As such, it remains the only bank with both the dedicated products to serve these market
segments and the proven technology and staff expertise to manage the risk associated with this market.
AccessBank’s advantage over other microfinance institutions is that, as a bank operating with a full banking

licence, AccessBank is able to offer a complete range of financial services to clients.

As the economy matures during 2010, management expects AccessBank to do the same. This maturation
will result in lower growth rates in the loan portfolio and branch network, as focus will be on deepening
penetration rather than broadening it. AccessBank will also continue to increase resources allocated to
the control and management of risk, as decreased money supply growth (lower GDP growth and lower
inflation) will challenge many businesses.

AccessBank enters 2010 in a robust position with high capital adequacy and liquidity, excellent portfolio
quality and strong deposit growth and refinancing partners. AccessBank’s reputation in the Azerbaijani
market has also risen dramatically as it demonstrated the true strength and stability of the bank through the
challenges of 2009. The management team and staff have proven their expertise and ability to deal with
new challenges and management is confident that, together with the shareholders, AccessBank will suc-
cessfully face the challenges that 2010 will bring and continue to be Azerbaijan’s reliable banking partner.
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ORGANISATION AND STAFF

AccessBank’s professionally trained and highly motivated team is the foundation for the success of
AccessBank. The bank takes pride in the transparent and equal-opportunity staff selection and promotion
process. The bank recruits primarily university graduates, valuing integrity and motivation over previous
banking experience. Professional and banking skills are taught to new staff through extensive training,
most of which is conducted through in-house seminars and on the job. The rapid growth of the bank offers
dynamic career opportunities. Management positions that were initially held by foreign managers have now
been filled by local candidates from within the institution, with only the General Manager position still filled
by an expatriate. As a result, AccessBank can rely on a team of experienced, tested, confident and loyal
employees who are willing to work and think independently.

The highest decision-making body in AccessBank is the General Assembly of Shareholders, which met
three times in 2009. The General Assembly appoints the five members of the Supervisory Board, which
meets quarterly to oversee the work of the bank and its management. In 2009, the Supervisory Board
consisted of Mr Michael Jainzik, Chairman; Mr Syed Aftab Ahmed; Mr Orhan Aytemiz; Mr Thomas Engel-
hardt and Ms Oksana Pak, who was replaced by Ms Victoria Miles at the beginning of 2010. While the
membership of the Supervisory Board has changed over the years, four of the five board members have
been involved with AccessBank since its inception in their respective institutions in different capacities.
AccessBank thus benefits from having a strong Supervisory Board that has a deep understanding of the
bank, the region and microfinance.

Day-to-day business is directed by the five-member Management Board, chaired by Dr Andrew Pos-
pielovsky who has overall responsibility for the management of the bank. The branch managers and com-
pliance officer, as well as the Legal and Human Resources departments, report directly to him. Shakir
Ragimov, Business Banking Director since 2008, is responsible for the Micro Loans, SME Loans, Credit
Back Office, Risk Management and Corporate Services departments. Mr Anar Gasanov, Retail and Opera-
tions Director since 2007, is responsible for Banking Services, Retail Lending, Plastic Cards, Cashiers,
Marketing, Methodology and Development and the Call Centre. Mr Rufat Ismailov, Infrastructure Director
since 2006, is responsible for the Branch Network, Procurement and Facilities, the Secretariat, Security, IT
and the Archive Department. And Elshan Hajiyev, the Finance Director since the opening of the bank, is in
charge of Accounting, Financial Control and the Treasury Department.

AccessBank has a matrix management structure, in which technical supervision by Head Office depart-
ments complements a hierarchical structure where staff in branches report to their respective branch man-
agers. Business managers for Micro, SME and Retail Lending, Credit Back Office, Banking Services, Plas-
tic Cards and Cashiers oversee their respective activities throughout the branch network, providing branch
managers and staff with invaluable support and guidance.

The Audit Committee is appointed by the General Assembly of Shareholders and controls the work of
the Internal Audit Department. It consists of three members: Christopher Falco, Chairman, Ms Alexandra
Weichesmiller and Mr Sohrab Farhadov. The internal auditors conduct frequent and independent checks
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of all business throughout the branch network. Moreover, internal auditors and the Audit Committee advise
the management on policies, procedures and the general control environment.

In 2008, ALCO, IT and Risk Committees were created to strengthen risk management. These committees
are appointed by, and report directly to, the Supervisory Board.

Organisation Chart as of December 2009
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SOCIAL, ENVIRONMENTAL AND ETHICAL CORPORATE
RESPONSIBILITY

Adherence to high ethical standards and responsible banking has been at the core of AccessBank’s corpo-
rate culture since its inception and social corporate responsibility permeates all aspects of the bank’s work
— starting with the treatment of staff, extending to relations with clients and including responsibilities to local
communities, authorities, shareholders and refinancing partners.

In 2008, AccessBank formalised its commitment by joining the UN Global Compact. The Compact specifies
adherence to principles within four core areas: human rights, environmental protection, labour rights and
anti-corruption — basic principles pursued by AccessBank since its inception. This was further strengthened
in 2009 when AccessBank joined the International Campaign for Client Protection hosted by the Center
for Financial Inclusion, which advocates avoidance of over-indebtedness, transparent pricing, appropriate
collection practices, ethical staff behaviour, mechanisms to redress grievances and privacy of client data.
AccessBank was the first bank in Azerbaijan to join the Global Compact and the Campaign for Client Pro-
tection.

AccessBank, sharing the Global Compact’'s commitment to labour protection, is committed to fair and equal
opportunity recruitment, treatment, and promotion of staff, irrespective of gender, race, nationality or reli-
gion. This is set out within the staff and gender policies and within the Global Compact and includes a code
of conduct providing guidance to staff on professional behaviour. AccessBank leads the sector with the
provision of staff training and provides additional private health insurance as well as highly competitive re-
muneration. Further to the goals of the Global Compact, AccessBank has been taking proactive measures
to encourage women to pursue careers in what are generally perceived in Azerbaijan as ‘male’ positions
within the bank.

The transparent, clean and un-bureaucratic financial services provided to AccessBank’s clients meet the
anti-corruption standards of the Global Compact and Campaign for Client Protection while also serving as
a trademark of AccessBank. Further to the commitment to transparency, AccessBank was the lead bank in
Azerbaijan in the Price Transparency Initiative organised by Micro Finance Transparency. The initiative col-
lects and verifies actual loan cost information from microfinance organizations and publishes comparable
effective interest rates of these institutions.

The Global Compact calls for a commitment to human rights, which AccessBank implements both through
its treatment of staff and clients and through its responsible pursuit of its business activities. The bank de-
votes great care to ensure that the loans provided make a positive contribution to both the client and the
community. There are many business activities that AccessBank will not finance, as management considers
them to be detrimental to the community. Responsible lending, both in retail and business, also means en-

suring clients are not burdened with debt they may not be able to afford. The commitment to this principle is
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Charitable concert in State Philharmonic Hall Blood-donor day for thalassemic children

for institutionalised children

Gardening day Training for disabled

demonstrated by the bank’s exceptionally low arrears rates. Additionally, AccessBank helps people in Azer-
baijan with one of the most universal human rights — freedom from poverty (see page 12, AccessBank’s
Positive Impact on clients) — providing opportunities for business and professional development.

Expanding on the responsibilities to local communities and authorities, AccessBank has become one of the

leading agencies for the creation of professional employment opportunities, especially in the regions. The




Annual Report 2009 / AccessBank, Azerbaijan 33

bank is also committed to meeting all its tax and social insurance obligations and is now one of the leading
tax contributors in the Azerbaijani financial sector, contributing AZN 6.9 million (USD 8.6 million) in taxes
and social insurance payments in 2009 (including employee income taxes).

Additionally, AccessBank endeavours to go beyond standard duties to local communities by helping in
more innovative ways, sponsoring and supporting charitable and community projects that involve staff and
benefit and encourage the evolution of inclusive local communities (see below, AccessBank — Building
Inclusive Communities).

AccessBank strives to live up to the environmental standards laid out in the Global Compact, particularly
in the belief that the best way to protect the environment is to prevent damage in the first place. By adher-
ing to an exclusion list that prohibits loans to businesses engaged in ecologically hazardous activities,
AccessBank not only protects the eco-system of Azerbaijan, but also sets an example as a leader in the
local banking industry. This list has been prepared in accordance with the strict requirements of the bank’s
shareholders and appraisal of environmental risk is part of standard lending procedures. A summary of
AccessBank’s activities in this area is compiled in an annual Environmental Report. As a commitment to

these ideals, this report is the first from a financial institution in Azerbaijan to be printed on recycled paper.

ACCESSBANK - BUILDING INCLUSIVE COMMUNITIES

AccessBank plays an important role not only in the economic development of local communities
across Azerbaijan. AccessBank also supports, sponsors and encourages staff to become involved
in charitable and community projects that both benefit and promote the evolution of inclusive local
communities.

Examples of such projects in 2009 include: sponsoring the Girls Leading Our World (GLOW) sum-
mer camp for schoolgirls from the regions of Azerbaijan, which involved one of AccessBank’s female
managers; hosting an environmental summer school and making presentations there, including dis-
cussions on the impact of the economy on the environment; supporting a photography competition
and exhibition promoting environmental awareness organised by Green Bikers, a local youth en-

vironmental NGO; planting of trees and shrubs to revitalize urban areas; providing concerts at the

Baku Philharmonic with proceeds going to the education and life-skills training of local, institutionali-
sed young people; organisation of work-skills training for physically disabled people, culminating in
employment of suitable candidates within the bank; entrepreneurial training for people in the regions
of Azerbaijan; and the organisation of parties at homes for institutionalised children and the disabled
to bring staff and the disadvantaged closer together and encourage the development of a more in-
clusive society. Staff also collected clothing and funds to support the homes.
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INDEPENDENT AUDITOR'S REPORT

To the Management Board and Shareholders of the AccessBank Closed Joing Sicck Company (CI5E):

Wi have sudited the scoompamdng financial sialements of the AccsssBank CUSC (the “Bank™) which
comprise the siatemenl of financial positon as al 31 December 3009 and the relafed stalsment of
compiehansive incoma, stalemen of changes in squity and statement of cash flows for the year then
ended and a summary of significant accounting policies and ofher explanabory noles,

Managemant s Respomnsibiity

Management 5 responsible for the preparation and fair presantaton of these financial slatements in
eccordance with International Financial Reporting Standards. This responsilty incudes: deslgning,
implesmaenting and maintaining intemal control rebevant to the preparation and falr presentation of
financial staterments that are free from material misstabsment, whether due o frawd or ermor; selecting

and applying apphapriabe accounting policies; and making accounting estlimates that ane reasonable in
the circumBLaNCeS.

Auditor's Responsibity
Cwr responsibility s o express an opinion of ihesa financial stabemenls based on our audd, We
mﬂm“mmmmlmwﬂﬂumwmmm-m
that wa comply with ethical requirements and plan and parform the audit 1o oblain ressonable
assurance whather the financial statements are fros from material misstabemant.

Anawdit volees paforming procedures o oblain audl evidence aboud the amounts and dscosures in
the financial statements. The procedures sedected depend on the audilors judgment, including the
assessmaent of the risks of material misstatement of the financial siatemants, whether due 1o fraud or
e In making those risk assessments, the audilor considers internal confrol relevant 1o the entity's

preparation and fair presantation of the financial statements in order to design audit procedures that are
appropriate in the circumstancas, but not for the purpose of expressing an opinion on the affectvensss

of the entiy’s intemal confrol, An sudil also indudes evaluating the appropriateness of aocounting
policies used and the reascnableness of accounting estimales made by managament as well as
evaluating the overall presantation of the financial statements.

We babeve that the sud? evidence we have cblained is sufficent and appropiate fo provide a basis for
oUr @i Opinkon.

Cipindon

In gur gpinign, the accompanying financial statements present faidy, in all material respects, the
financial pesition of the Bank a5 of 31 December 3008, and its financial peeformance and fis cash flows
for the year then ended in accordance with Inlemational Financial Reporting Standarnds.

WHHE&?PH{P Aael et Fﬁﬂlﬁ’ag}r&m Lie

Bisku, the Republic of Azerbajan
31 May 2010
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Thess financial statements have beden prepared in aooordance with Inlemational Financial Reporting
Standards for the year ended 31 December 2009 for AccessBank Cosed Joint Stock Compary |(the
"Bank”)

Tha Bank was incorporabed in the Republic of Azorbaan on § Seplember 2002 as Cosed Joint Siock
Company Micrg Finance Bank of Agorhafan. The Bank is reguinied by the Central Bank of the Republic
of Arerbaigan (lhe "CBAR") and conducis its business under Bcense number 245, On & Seplamber 2008
i Baarik changesd #s hegal name thom CUSE Micro Finance Bank of Arerbagan io AccessBank CISC,

Principal activity. The Bank's pnncipal business aclivity is commercial and retall banking operations
within the Republic of Azorbaijan.

Tha Bank paricipates m the stale doposht Ensuancg schome, which was introduced by the Azoerbaljani
Low, "Depcets of individuate insurance in Arerbalan Repablic® dated 29 December 2006, The Slabe
Daposit insurance Fund guirantees Tull repayment of depossts of indhaduals in the ameuni up o AZN
30,000

The Bank has twenly thres branches within the Republic of Arerbaijan, (31 December 2008: twenty
branches wilhin the Republic of &serbaijan)

The Republic of Arerbaljan. The Republic of Azerbajan displays ceran characierstics of an emenging
miarkit, hchding existence of 8 curency thal o nal freely convedible in Mo countries outsido tho
Republic of Azerbaijan, restrictive curmency conbrols and relathvely high inflation, The banking secior in the
Ropublic of Azerbaijan is sensitive 1o adverse fuctuations in confidence and eooromic conditicns. Tha
Agerhaijanl economy octasionally expesiences falls in mvestors’ confidence in the banking secior
pocompanied by meductions in liguidity. Manpsgement 5 unable o predict econome:s tenda and
develcomanis in the banking secior and what affect. § any, deterioration in the hguidey or confidenca in
e Aresrhalanl banking syatem could have on the financial position of the Bank, Howeyver, managemend
roles that the Bank has sirong relabons with refrancing partners and has rol experienced any quidity
diffcuiltios by dils

The wax, currency and customs legisiation withn the Fepublic of Azerbajan i subject o varying
intefpretaticns, and changes, which can ooour frequently. Furthermaon, the need fof usher developmants
in tha bankruplcy lows, the absonce of formalised procedures for the mgisisation and enforcement of
collataral, and other legal and fscal Impedmants conribule o he dificufies axpenenced by bBanks
currendly opevating in the Republic of Azrerbasan The fulure economic directon of ihe Republic ol
Ansrbaijan is langely dependant upon the effecthvensss of economic, Bnandial and monetary measures
Govemment, togother with tax, legal, reguiatory and political devalopmants.

|
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2  Opeacating Environmont of U Bank {continsd)

Intpact of ihe ongolng global Mnancial and economie crisls. The ongoing global lguidity crisis
commenced in e middle of 2007 has resillsd 0, among ofhed (hings, & lower evel ol capiial m
funidng. at limes much highes than normal interbank lending rates and lower liquidty levels across
Azerhaijani banking seclor resuling in a significant reduction in Eha number of new koans. and
made b customers and highet funding costs whase || remaing possibie to obtain deobd finance
Indermaticnad Insttutions of othar local banks The uncarainties in the global financsal marked have
kot bank fallures and bank rescues n the UnBed Stabes of Amernca, Western Europs and in Rutsia
Such circumatanosd could affect the abiity of tha Bank lo obinin néew borrowings and resfimanoe s
istivg borroaings at lenms and conditions. similar 1o ihose applied o eadlier transactions. The bormowes
of the Bank may also be affecied by the lower liguidity situation which couwld in turn impact thelr abilty 1o
repay thair outslending loans. Deterorabing operating condtons Tor Bomosers. miy alss havd 8n oo
on management’s cash Now forecasis and sesesament of the imparment of fnancial and non-finsncial
assals. Ta he exden thal informalion & svallable, managemen| has meflleciod revised eslimafes of
papoachad future cash ficsm in (heir impairment assessmonts.

Eiafﬁi

markets  Mandsgemen
development of the Bank's business In the cufrent cfdumstanoes and noles thal Bank has strong
rptations with refinancing partnars and has not expesranor any liquidity difficuites o daie.

3 Bummary of Significant Accounting Policies

Basis of preparation. These financial stabements hayve been prepared in accordance with Indematicoal
Financial Resporting Standards under the histoncal cosl comvention, as modified by iniid mcognition of
Tirancial nstruments al tair valee and the reealuption of ceren fnancial irginements. Tha principal
accourting policies applied in the preparation of thesa Gnanctal siatamenls e el oul Bolow.
Maragpemant, baing fus Mansgemen Bosrd who approved thess financal stalaments for s, have the
perevr b0 Amend inese financial sialemenis. Any Bush changs requres the approval of he Manasgemani
Baand.

Gaoing concern, Managament prepaned these financial stalements on B QOING CONCEM basis.

Financisd instruments - key mossvrement ferms. Depending on their classfication financisl
insfrurnents & caried 8 fair value, or Emortised cosl as described befow,

krowiedgeabia,
firancial acpts Bne current asking prica for financisl s Btes which Bfe guoled it &n Scthee markel. Fof
; for

an acthe
nnﬂdlrnﬂrlwlwmllﬂlfmnm“m ofhar institution and those prices nepresend
@nid reguisty oocuning marked ransaciions on 60 arm's lengsh basis,

Valuahon lechiaques sech as dscountsd cash fiow models of models based on recen arm
trangactons of consaderalion of financial data of the irvestess am wed (0 doborming the fair value of

changing
resull in significantly different profit, ncoma, iotal assets or iolal liabiibes

Cosd b8 i mmownt of cash or cash eqguivalents paid or the lelr vadue of the other considerabon ghven 1o
BCHUG AR FELe 81 the lime of i3 sequsitaan and includes ransiclion coats. Miasuremen al oosl is ondy
applicable to imestments in equity instruments that do not have a quoted markel price and whose fair
wailus cannot be reliably measured.
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3 Summary of Significant Accounting Policies [eontinued)

Transaclion coats e ncremantal coats that ame dirsctly sttributable bo e aoquisilion, s of dEposal
of & Fnancial iretrument. An cremendal cosl @ one Tha! would nol have been incurred 1 iRe iransscion
hndru!takmmmmnhmmmmammmmwumwdw
amployess actng as solling agants], advisors, brokers and deales, levies by regulaiony agancies and
pacurites axchanges and ransfer taxes and dulles. Transaction costs do not Include debt pramiums o
MM.MHHMHWMWEWM-

Amortised cost s the amsount al which the financial instrument was recognisad al inilial recogniton less
wmmmmmhLHHmeuwmm:wmhm

impainmen] losses. Accrued inferest indudes amorisation of transaction oosts deferred af indial
mﬂﬂwmmwhmmmﬁmmmhﬂﬂﬂhﬂmm
Accrued inferes| ncome and sccreed inferest expensze, inchading bolh poorued coipon and amoriised
diseount ar premium [ineluding fees defered Bt orgnation, ¥ any), ane nol presentied separalely and ane
mchided in (e carneng values of related balance aheet tems.

The affecihe nleresl mathod B 8 melhdd of allocaling iMersst ieome of Aishesl expanss ove (he
rasyant pariod so as 1o achieve 8 constant periodic rale of inferes! {effecihe intorest raia) on the camying
amourd, The effectye interest rale & the rale that exactly discounts estimated future cash payments o
roceipls (exchuding fulute creds loases) through the expacied iile of the financiad insbrument of 8 shomer
pecicd, ¥ appropeisie, bo the mel carfying smound of the fnancial Bstrument. The effecliva inferest rate
discounds cash fows ol variable nisres! instrumants o the nexd inlessst re-pricing dale accepl lor the
premium of dscount, which reflects the credit saread over {he floating rale specfied @ the instrument, or
other waniabies fhal ang nof ressl to marked rates. Such premiums of discounts ame amortised over the
whols expicted Ife of the instrument. The present value calculation indudes all foos. paid o mecoived
betwenn parties fo the contract Shat are an integral paet of the effective inlerest rals,

Inftlal recognition of Ananclal insirememts. Trading secunfes, defivatives and otber “fmancial
instrumants a1 far valun through profil or oss” are indially recorded al fair value, A5 othor financial
inglruments ane ndally recondéed at far walue plus ransaction costs. Fal value at nitial recognigion is bast
ddanced by the transaction price. A gain of Mss on insial recognition B only recorded i there B a
difference babween far value and fransaction price, which can be evidenced by olther chasrvable cumend
morked ransaclions in he same insbrument or by 8 valuation techrgue whoss inpuls Include only dala
from obdaryable mantosls

Al purchases and sales of financaal assels thal reguire delivery wilhin (he tme frame esiabiahed by
regulation o mackel corertion (regular way” purchates 3nd sales) are fecorded al trade dale wheh i
true dade thad the Bank commils o diiver a financisl asset. AN oiher porchisses ane necognissd wiven (he
entity becomes a pary 10 the conlraciual provisions. of 1he nstrument.

of financial assets. The Bank derecogrises financial assets when (a) the assels are
redeerned or the rights 1o cash Nows from the assets othenwise expired of (b) the Bank has transfered
the rights 10 the cash flows from the financial assets or eniered into a gualifying pass-through
aerangemard whiln [} also ransfeming substantially all the risks snd rewards of ownership of the assels or
(i) nedthes traraderring nor retaining subsipntialy all risks and rewards of ownarship but not redadning
gonirol. Condrel is retained If the counlerpany does nol have the praclical sbisy ko sell the aseel in As
mnlirety 1o an unrelalsd third pasty withaul needing 1o IMpose restriclions on the sae

Cash amd cash edquitvalents. Cash and cash sguivialents ame cash &l hand and in bank acoounts
itmms which are readly corertible (o known amounts of cash and which anre subject o an insignificant
risk of chanpes in value. Cash and cash equivalents include all inlebank placemanis weh orging
maturises of less than thres momhs. Resticiad funds are excluded from cash and cash aguhalents.
Cash and cash eguivalents are carmied at amonisesd ooal

Mandatory cash balances with the CBAR. Mandabory cash balances in AZM and foresgn curmency hald
with the CBAR are carried af amorlised cos! and represani nor-niefest bearing mandalony reserve
deposits, which are not avallable to finance the Bank's day-to-day operations, and hence anre not
consileied as par of cash and cash eguivalents for the purposes of the statement of cash fiows.

i
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3 Summary of Significant Accounting Polickes (continued)
Bee from other banks. &mounis dee from other banks are recorded when the Bank advances monay io

counkarparty banks with no imention of rading the resulting ungueted non-derivalive receivable due on
fixed o deierminable dales. Amounis dus from olher banks are carried af amonised cost

Loans and sovances fo customars. Loans and advances 1o cuslomars ane reconded when the Bank
acdvances money b punchase o ofginale an ungualed non-derivalive recarvable from a customer dua on
foosd of dederminable dales and has no inbertion of frading the fecerable. Loans and advances 1o
customens are camied at amortised cost,

Impairmant of Tnancial asseis carrfed at amortised cost. Impakment losses are recognised in profil
of loss when Incurmed 85 & resull of one or more evenls ("loss events”) thal occurred after the nitial

- of the financial assel and which have an impact on the amount of timing of ihe estimabed
futura cash flows of the finandal assel or group of financial assets thal can be refiably estimated. i the
Bank determines that no objecthe evidence exists thal impairment was incwrred for an individually
assessed financial assel, whether significant or not, B inciudes the assel in 8 group of financial assets
with similar credit risk characteristics and collectivedy assesses them for impairent. The primary faclors
that the Bank conssders whelher & fnancial assel s mpaired B Rt overdes Satus and realisability of
réelabed collalecal, i amy. The following other principal criteria are aleo wbed (o determing that thens is
objective evidence thal an impairment 1055 has occunmed.

= any instalment s overdwe and the late paymeni cannot be afiribuied to a delay causad by the
settiemant systems;

- Ihe borrower experiences a significant financial dfficully as evidenced by borrower's. financial
formation that the bank obtairs

= e borrover considers banknaphoy or a Hmmmmmm

- thers is adverse changa in the payment status of the bomower as a resull of changes in the
national or local economic conditions that impact the bomosser; or

- thie valee of collaleral significantly decraases 58 a resull of detenoratling markel condilions.

For the purposes of a collactive evaluation of impairmend, financial asseds are grouped based on similar
credill ritk chardcherisics. Thosa charsclansihcos and relevant o the estimation of fulue cash flows for
groups of such assets by baeing indicative of the deblors’ ability to pay all amaounts due according 10 the
contraciual ierms of 1he assels being evaluaied,

Fubure cash fows in & group of finandcial assels that are cobectivaly evaluated for impairment are
estimatisd on the basis of the conbractual cash Nlows of the assets and the expanence of management in
respect of the exdent o which amounts will become overdue as a resull of past loss owenls and fhe
sucoess of recovery of overdus amounts. Pasi axperiencs is adusted on the basls of cumand obsenmble
it o reflect the effects of cument conditions thai did not affect past perieds and fo remove the effects of
past conditions that do not st curmerthy,

It the terms of a financlal aesed held 8t amortised cosl are renegodiabed or otherstse modified because of
fimancial dfficuties of the borrower OoF BsUer, impaifment @ measuned wsng the ongingl affectve imenast
rabe belone the modification of terms,

Impaiment losses are always recoghised through an allowance asccounl 1o wiite down the assel’s
carmying amount 1o the present value of expecied cash flows (which extlude future credit losses that have
reat bamn incumed) discounted at the original effective interest rate of the asset. The calculation of the
presant value of the estmated future cash fiows of a collateralised financial assel reflecis the cash fiows
that may resull from foreclosure less cosis for obtaining and saling the collateral, whether of nol
fonecioaire is probakbie.

mnamwmmmmwmmmmmmmmmmmm
phjectively 1o an event oocurring afler the impairment was recognised (such as an improvement in the
débtor's credit rating), the previcusly recognised impaiment 1055 i reversed by adiusiing the allowanos
account through profil or loss.

Uncollectible assets are written off against the related impairment loss prosision afier all the necEssary
procedures 1o recover the assed have been compleled and the amount of the loss has been determined,
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3 Summary of Significant Accounting Policles (Continued)

Subsequent recowenses of AMoUNMSE previoualy witien ofl are credied o impairmeni loss sccownt in prafil
of koas for the year

subsequently remessaned Bnd Bccourled for @ poobrdance with the accourding policss fof these
catepories of gesets.

Whare repossessed coliaienal resulis in acguinng conired over a business, the business combinalion s
atoounted for imang the puichase method of aocounting with fair value of the seitied ioan represanting the

which i normally evidenced by the amount of fees recesved. This amount is amoriised on 8 straight ine
basls ower the Be of ihe commitmeand, axcapd for commiiments o originals ioans i I B probabls that the
Bark will erier into @ specilic lending arangemant and does not expect to sal the resuling loan shortdly
afber angination; such koan commimant Tees ane delared and included in the carmying value of 1he loan
an initial recognition. Al each balance sheet date, he commitments are measured af the higher of (i) the
unamorised batanoe of the amount &l intisl recogniion and (i) ihe bes eatimale of experdiiurs reguined
1o selils the commitment at 1he balance shesl date.

Investment secivities feld o matunty. Tha dassificalion incledes quobed non-dervaiiee financial
nssefs with fived of determinable payments and fixed maturities thad the Bank hos both the inlention pnd
ability 10 hold to matduily, Management defermines the classflication ol immstmont securilies hod 1o
mahaity @l thair infliad recognition and rmeassessss tha appropriateness of thal classification al sach
halance shoo! date. Imeestmant secunbas hold 1o maturty & camad st Amoriised cost

invesiment secwrities avaliable for sale. Ths cassfication indudes invesimont secuntas which e
Bank infonds 10 beld for an indefinite pericd of lime and which may be sokd i responss [0 nescs for
Fguidity or changes in interest rales, axchangs rates o equity prices.

Ivrastment secuntns avaiable for sals are camiod & tair value, inforesl income on svadable-lor-sale debt
gacurilies & calculpted vaing the effective infterest method ard recognised o profit or loss for the year,
Devidends on evailabile-for-sale eguity nslruments are recogrised in profil o es for the paar wien the
Bari’s right fo recelve payment is esiablished and it is probable that the dividends wil be collected. Al
ol slements of changes in ihe foir value &M ecoghised in otherd oomprehenshve indome urtl the
Fvestment |8 demscognised of impained, al which tme the cumdalive gain o kbes & mclassdied fom
niher comprobonshes ncom fo profit or igas for She year,

Imipairmant losses afe mecogrged in profit or loes for the yesr when incumed 28 8 resull of o of more
el ("loss avents”) hat occurted afer the inllial recogniion of invesimant securities avadable for sals.
A signdficart or prolonged decling in the fair vakue of an equity security below is cost (s an indicaior that it
s impaired. The cumulatine impasment loss = measured as the difference betwesn e scquisition cost
ars tha cursnt fair value, bss any impairment ioss on thal asset proviowsly ecognised in profil or loes -
s reclassified from obher comprehansse incoma to profit or loss for the year, Impairment losses on egquity
insiruments are nol reversed and any subsaquen] gEins &M recognised in olhed comprenenshve iNcome.
If, in & subssguan peniod, (he fer value of 8 debi nsiremen classifed as avalable for safs increases and
It Increase can be chiectively nelated 1o an event occurring after the imparment lods was recognised in
profit or loas, the mpairment loss s reversed thnough profil or loss for the yaar,

Property, Plant and Equipment, Property, plant and equipment are stated sl cosi less accumulsted
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k| Summary of Significant Accounting Palicies [continued)

Coats of mmrmanmnﬂmmwmmmﬁrqﬂﬂqmﬂmu
compenents of propety and eguipment ans capilalised and the replaced par is retired

Al the and of sach reporing period manapement assesses whalber thare is any indicafion ol mpairment
of prémises and equipment. B any swch indicalion exists, managemen| eslimates the recoverable
amourt, which i debermined as the higher of an assaf's fair valug kess costs to sadl and 8s value n usa.
Tha camying amoun is reduced o the recoversble amour and the impaement loss B recognised in prafil
o b for he year An impeement kbes recognised for Gn Bsssd in prior yeats i reverssd B there has
b @ changs inihe estimates ussd 1o delarmmane (s assel's vilue i use or far value iess costs (o sl

Gairs and losses on disposals detormingd by comparing prodesds with carmying amount ans rocognisad
in prafit or loss for the year (within olber operating iIncome o axpanses)

Dapreclafion. Land and construction b progress ans not depreciated. Deprociation on e of propaty
and oguipmen s calculabed using the siraighine medbod 1o aliocate thesr cost io their residusl valves
el thair esstimatod usahd Baas ae folows:

Compubsrs @nd communication aqupmant & years,
Furmibure. fixiums and olier 4 bo 5 ymars,
Wishitches 4 yaars;
Leasshald improsamaents £ yusars;
Crwim buidings 10 years

The resichunl value of an assed |5 the extimaded amound thad the Bank weould curmenily cbtain from dispossl
of the assel loss the estimabed costs of disposal # the sesel wern already of 1he age and in tha condition
sxgncted at the ond of s wsalful iife, The sssels’ residusd values and wselul ives ane resdersad, oni
acljushod f appropriaie, ol the end of each reporing pemcd

Indangibie assets. Tha Bank's intangible assats othar than goodsll heve definile wuseful Me and primariy
includy capialised computer scfiware

foquired compuier soffeare licences, palmis and trademarks are capialised on the bass of ie costs
incismod b Rogriing and brng thom bo use,

Birlopment costs thal e dingctly essocated wilh identifiable and unique scftwane conlrolded by (he
Bank are recorded as intangible assets If the inflow of iIncremental econom e benelts axobeding oosts s
probabde. Capitalised costs include siafl costs of the solbware devedopment beam ord &n

porton of relevan overhaads. All oiher costs asepciated wilh compuber solbware, &g iis mantanance,
Bre sxpensed whan incutred. Capilased computer solbamns B smorlised on a siraighifine basis over
expachnd whelul ife of 5 pean.

Aoquired compulér softwars foances e capialisaed on the basis of the costs Incurmed o acguire and
being 1o uwse e specific software. Development cosls that ane dineclly associatod with idontifiable and
wnique software condrolled by the Bank are mecorded as intangible assets i the nflow of Incremental
economic banalils exceeding costs s probable. Capitalised cosls inclede staff costs of the softwane
developmant feam and B0 appropeisie porton of relevant overnead. Al cther cosls associated with
complle softaans, &0 18 MMBRGNCE, oh expanded when mcumed, Capitaiied computer softwans IS
amoriEed on @ sirsight ine basis over expecied useful Iife of 3.5 1o § years.

muwﬂmhmuihlﬂlnihmmﬁmmmmmh
risks and rewards incidental 1o ovmarship from the lessor 10 tha Bank, the bolal bass

charged to profit or loes for (b year (rental expersa) on @ sirafght-line basle over the pa'l-n:lnl'il'am

Loases embsdced in cther agreemans are saparated i {a) ufiment of the arangamant s dependent an
the uee of 8 speciic eszel or eeseds and [b) the arangement cofays A Aght o ute the assel

b 11}
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3 Summary of Significant Accounting Pollicles (continued)

Bpe o other banks. Amouris dua o giher banks are recordpd whan money o other RSSESE ar
advpanced 10 the Bank by counteparty banks. The non-derfeative liabdity & camed al amorised cost. i
ity Bank purchases s own debi, it is removed from the balance shest Bnd ihe dflenence betwesn ihe
uﬂwlr;mmdhhﬂﬂrﬂmwm ton pakd @8 Included in gains of losses arising from
relirement of dabd

Customer accourits. Customer Bcoourils ane non-dedvative fiabiites 0 indlviduals. §tate of corporate
customers and are carried al amodised cosi.

Oither bormowed funds, Qbthet bormowed funds include lgans. from non-reskden] financiad msbiton wih
fixed masurity ard fized and Noatng menest rabes, Oiher borrowed Tunds & camied al amonised cosl,

Shamsholder loans are camied a8t amoetised cosl. Obligations o relum secuntiss borowed and sold o
ihird partias are carried & fair value theough profi o kbss.

Subwordinefed dedd. Subordingied debl includes long-befm non-defvalive Eablities b inlemnational
fnancial maifulions and & caried al amofised cost. Debl = dassified ps subordinabed debl when Its
ropayrmant ranks after all olher credilons in case of Bquidation, Subordinaled debt is included N “er 2
capital® of tha Bank, for the capiial adeguacy calculalion puposes

Incomme fmced. Income lExes have besn proveded fof in ihe fnancial siatemenls n aooordince wilh
Azerbaijani legisiation enacled o substantvely anacted by the balsnce shesl date. The come tax
chage comprisas curenl lax and dofersd thx and s recognsed in the stalemen] of comprehensive
income, axcapl i | = recognided direclly in equily because it relobes 1o tramsaclions thal ane also
recognised. in the same o @ diffensnt pariod, directly 0 aguity.

Curent tax is the amount expectod bo b paid to o recovarod from e taxation authoriles in respect of
{mmable profits for the curmont and prior ponods. TRmbe profits are based on estimates i fmancial
sisements ane authorsed prior (o Bing relevant tix retums. Taxes, ofher than on income, & recorsed
within administraihve and oporaling exipprses

Durfesraed incoimins tax bs provdded, using the batance sheat bty method, for Lo loss earry borwisnds. mnd
temporary dfferences arsing betwsen |he tax bases of assels and liabdites and their carning amiounis
fer financal repodting puiposes. In socordance with tha inial meagaiion exemplion, deferred takes are
nod reconded for iemporasy differences on infiial recogntion of an assel or b Eabilly 0 a ransaction offer

diffprences and (ax loss camy forweerds are mecorded cnly 1o the satent thal i 8 probabtie thal futune
tacable profil will be avalabie, against which the deductions can bo ulilisad.

O 14 Nowember 2008, & new Law on “Stmulation of Increasing the Capitakeaton of Barks, Insarsnis
and Resnsurance Companies” ("he Lew"] was enacled, According 1o (he Lew (he profil tax rabe for banks,
insurance and reinsurance companies i reduced 1o 0% for thees fiscal yaars starting from 1 Jasuary
2009, for the portwon of the profil which is tansierred 1o sharme capital. Management of ihe Bank
m#hlnpmdhmﬂlhanmhﬂm dafefred tax calculabon. As the
Managamert & mmmmmmummmnmamm
corveed by The Law, the Bank wil be abis bo ulilies ihe bansfiis of this Lew. Thenefone, a5 & 31 December
2009, tha Bank did not recagniss defemed taxes for thoss temporany xablé and deductible differances.,
which will be: faversed bibwnsim 31 December 2009 and 31 Decamber 2011,

-
[ ]
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3 Summary of Significant Accounting Policias (continumd)

Provighons for Nabilifes and changes. Provisiens for labdites and charges are non-financial Eabilitles of
uncertain iiming o amount. They are accreed when the Bank has a present legal of consbructive
ohbligation as & resull of past evenls, il B pobable thal an ouiflow of resources embotying economic
benaliia will be requined 1o saitls the chigation, and a reliable eatimabs of the amount of (he abligathan can
be made.

Trade and other payables. Trade payables mre accrued when the counterpary has performed s
cihligations under the contract and ans carmied ab amostisod ool

Share caplial. Ordinary shares and non-redesmiable preferendce shames 'wilth discrebonary dividends ane
bodh camsified & equity. Incremental costs directly aitributable 1o ihe issue of new shares B shown n
equlty 85 a deduclion, mel of lax, from lhe procesds, Any excasa of the fair value ol considerafion
recehid cver e par value of shares ssued 3 recorded as share premiun n equity.

Praference shares which carry @ mandatory coupon or ame nedeemsble on a specific daie or ot tho option
of the shamhdor are clessfied as financial linbESes and are presenind N olhor Epmowed funds. Tha
dividends on these prefemence shares are rpcognised as nberesi experse on an emortised cost basis
Lrlhp1hﬂ-d‘l'u:ﬂlﬂlnlurﬂmlﬂ'ﬂ.

Dividends. Dividends are recorded in equity in the period in which they are dedared, Any dividends
declared after the end of the oporting pesod and befone the financal stafements e authorsod for Eswe
arg disclogad in tha subsequent ewants nabta. The statutony accounting reports of the Bank ana the basks
for profif disiribution and ofhar sppropriations

m:uunmnpmuwmmmmﬂmmmhumﬂ
comprebénsive inoomea for all dabl instruments of an sosrual basis wing 1he affectie inlemst method
to e contract thal arm an infegral pad of the affeciive nisnres! rale. transaction costs and all other
promims o discounts.

Feus Flegral 10 the effective interes] ride include onginalion fees received or pad by the enlity relaling 1o
fhe creation oF seguisiton of & financisl assed or Bsusnca of & fnancial Rability, for acampes fees for

craditporihiness, eavausiing end reconding guaranises or colatersl, negotiating ihe erms of
tha insirument Gnd iof processing TARSACEON docimants. Commilmend beas facsinad by 1he Bank 1o
pfginate loans & markel inferest rafes e irdegral fo the effeciive inberesy rals if it & probable thad ihe
Bark will erer into & specilic lending arrangement and does nol expect to sell he resulling Joan shortly
aifber ofigination. The Bank does nol designate loan commiments as fmancial liab#Sies al fair value
through profit or loss

When joars snd olber debl instruments become doubtiil of collection, they ate weillen down o
wilthe of Sapeind cash infitms And nlrasl come & hereaier recorded fioe the wmind ing of the presan
ﬁmmmmmumumummm“tmmmmmmw

Al olbear fees, commissions and olfher Income and expanse lems are generaly recorded on &80 accrual
bass by celerence lo complelion of the specific iransaction assessed based on the achual service
provided as. a proporiicn of ihe (otal servioes 1o ba provided. Loan syndication fees ane recognised as
income whan the syndication has been complsied and the Bank refained no parl of the loan package Tor
isell o redained 5 part at thir same effective Elerest rata for the other partcipants.

Commissions and Tees ansing from negoliabng, or parbcipating in the negobiation of a transaction for a
third party, such as the sogquis#ion of jcans, shames or other socurilies or 1ha purchaso of sade of
businasses, and which are samed on exerution of the underying trenssction, are recorded on its
complation. Portfolio and othar managemant advisory and senice fesd sre recojhised bassd on the
apphcabls sardcs condracls, usuaily on @ Gme-proporiion basE. Assel management lees reiabed
iTvestmant furds Afe fecomded raleably over (e penod Ihe Sefvice (s provided. The same princaie
imer an exbended pericd of time.
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3 Summary of Significant Accounting Policies [continued)

Forelgn eurrency franslation. The Bank's funciional and presenistion currency i e natonal cumency
of the Rapublic of Azerbaijan, Azertajan Manals {"AZN"].

Manotary agseis and Babiliies ane franslaied mio entfy's funciipnal cumency at ihe oificlal exchangs rate
of thix CBAR at the respective balance sheat dates. Foreign axchengs gains and losses resulting from the
sefflament of transaciions and from ihe Fanslation of assely and Eabdtes into e Bank's
functional curmency at year-snd oicial exchange rates aof the mfe recognised n profil of losa
Translation ai year-and rates does not apply to non-menetary ems, including equity invesimenis. Effects
dﬁwmmmhﬁrm#mhm“mﬂmﬁht&ﬂmw
of e,

At 31 December 2008, the principal exchange rales wene LUED 1 = AZN 08031 and EUR 1 = AT 1.1489
(31 Docember 2008: USD 1 = AZN 0.8010 and EUR 1 = AZN 1.1202)

Oifsetting. Financial gaeats and labdites are offsat and (the nat amount reponad in the statement of
fimancial position ondy when theme i a gally enforceabie right 1o offsed the recognised amounts, and
e & &h AlEASOA 1O eibhed Seflle on & fel basis, or B ealss (e asisl and setfe the labilfy
simiilaneoussy,

Eamnings per share. Preference shares afe nol retdesmable and are comsidered 10 be parlicipating
ghanes. Eamings per share are determined by dividing the profit or loss attributable to owners of the Bank
Iy the wighbed awernge number of partscipaling shanes cutslanding during the reporing year.

Sialf costs amd medated coniributions. Wages, salaries, conirbutions fo the Republic of Azerbaijian

staie pansion and social nsurance funds, paid annual leave and sick leava, bonuees and non-monatary

Emhﬁhmmﬁnhmh#ﬁhlhnﬂ“%mmﬂuﬂhﬂummdlm
K.

The Bank has no legad or construciive obligation 1o make pension or similer bened|l payments beyond the
pamEnts b B Slatutory defined contribution seheme.

sngmoris am reporiad in p mannor consistont wiaih the niemnal repoding
peorickad o the Bank's cheal oparating dectson miaker, Segments whobe fesbme, fesul of ga5sls 5 1en
pesrcand or mose of all ihe segments are reporied Leparaiely.

Chanpes 0 presentation, Whem recessany, comespondng figurea have been adjusied 1o conform 1o
(e preseni@licn of Bhe cleTent year Smounis,

Thes hevised [AS 1, Presantaton of Fihancsl Stalements, which bacame afféctive from 1 January 2008
fecuines an anlity 1o present a sisiement of fnancial poeition as al the begnning of the oadies:
companative pofiod [‘opening siatement of financial position'), when the enlity applies an acoouiing
polcy retrospactively of makes a mEnospeciive mestaiemand or when i meclassdies items in s fingncial
FiRipments.
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3 Summary of Significant Accounting Policies [continued)

Managamen| considered hs requirement in the contaxt of applying the revised 1AS 1 and in the context
of the reclassification presemed i tha nole. Managemen concluded thal | is nol sssential for (he Bank
1o present the opening balance sheet as of 1 January 2008 or addfonal daclosures in the nodes in the
fingncigd siplempnts since the meclassification does nod have a maberial impact on those firancial
sisiemants. The omission of those dsciosures s therefom, iIn managemant’s view, nal material,

The falowing lable presenis changes in classification performed for 1he reboring purposes:

Balances as per IFRS | Comparatives as per IFRS Resson for reclassification
ot 31.12.2008 at 31.1
I gnd cash equvaianis m-mwmwlammmmmm
AFN 0,048 AFM 16,380 nanks were feclassding from “dis from
Bk,
D froem banks — D from banks — Hasiro accouris wilh athes’ cormesmonde il
ATH 7,34 AFM 20 hanks were reciassified o “cash ard cash
oy aia s’

4 Critical Accounting Estimates, and Judgements in Applying Accounting Pollcles
The Bank makes estimates and assumptions thail affeclt fhe amounts recognised in 1ho Sinancial

carnyng amouni of asseis and lablites within the nexi financial year ncluda

Impalrment losses on leans and advances, Tha Bank regularty roviees (s ban porifolics o aesoss
impairmant. In delermiring whithes an impaiement loss should be recorded in prolit o koas for the year,
the Bark makes judgemenrts as o wheiher there is any cbsenvable daia indicating thal there is a
wnmhumﬂmmmhumammummumun
be identified wilh mh individual loan i thal porfolio. This evidenca may include observable data indicaling
thal there has been an sdverse change in the payment slalis of borrowers in.a group, o national of local
economic condilions thal comelale with defaults on assets in the grousp. Managemeni uses estimaies
based on histofical loss experience fof assets wilh credil fsk characteristics and objective evidence of
Empaimmandt simiar fo those in the portiolio whan scheduling lis: future cash fiows. Tha methodology and
assumptions: Lseed for estimating bolh the amount and Bming of fules cash flows ame reviewed regpdary
o reduce any differences botwoesn loss estimates and actual loss expanance. A 10% increase or
decragsa in schusl loss expatience companed 1o ihe loss estmates used would resull in an increase or
decteiia N lean impakment loises of AZN 1,316 thoussnd (20080 ASN 583 Ihousand), respecively.
Imparment losses for ndeadualy significan loans are based on estimabes of discounisd future cash
fows of the indhidual loans, takéng inle account repayments and realisation of any assols hodd as
collatgral against the loans. A 10% incrosse or docrease in the aciual loss axporience companed 1o the
estimated fulure dscounted cash floes from indevidually significant loans, which cousd arise kom
differences In amounts end Bming of the cash fiows, would net result in any increass o decreass N loan
impairmant losses (2008 no increase of Gecraass in loan impalmmenl losses ).

Inftial recognition of related party frapsactions. In the normal course of busdnoes the Bank anters into
trarsactions with iis refaled parties. A4S 30 requires intial recogniticn of financial insruments based on
their Fpir waluses. Judgamant & applied in delermining if ransachons afe priced al mamel of non-market
interes] rales where (here is no active marked for such transaclions. The basis Tor judgament i pricing for
simiar fypes of iransactions with unnelated panies and efectve inlenes! rafe anafysis. Terms and
conditions of redabed party balances s disclosed in Mote 31,

14
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5 Adoption of New or Revised Standards and Interpretations

Cerlain neny standands and inberpretations became effecive Tof the Bank from 1 January 2008:

IFRE &, Operating Segments. The standard applies o entities whose debl or aguity Instrumonts are
traded in a public market of that file, o are in the process of filing, therr financial statements with a
regulatory crganisation for the purpose of issuing any class of instruments in a public market. IFRS 8
mequines an entity 10 repor finenclal and descrigtive information aboiul B8 oparating segments, with

sogment information presented on a simiar basis to that used for infemal repording purposes. The
mpmnulmsanummuunnummummm-umhmgrmm
sagments. The Operatng segments were defined by the Bank a8 Mo, SME, Trus!, Stalf Loans ahd
Retal as detalled in Mote 25,

IAS 23, Borrowing Costs, revised in March 2007, The main change is the removal of the option of
immediately recoghising &5 an expense boffowing costs that relate bo assets that take a substantial
pericd of time o gat ready for use or sale. Bomowing costs that ame directly afirbutable fo he acquision,
corstruction or production of an asset that necessanly take & substantial penod of tima 1o get ready Tof its
imlended whe o sake (a qualifying asset] form of the cost of that assed, ¥ the commencament date for
capitalisation is on of afer 1 January 2000 bofroadng cosls are recogrised as an expenss using
thee effecthve irlianast miethod.

IAS 1, Presentation of Financial Statements, rvised in September 2007, The main change in LAS 1
s the replacement of the income sialement by a stalement of comprehansive income which includes all
non-pwmeer changes in egquty, such as the rvaluation of available-for-sale financial scuets. Allamalively,
eniities are allowed fo present bwo stalements: a separate income sislement and a statement of
comprehensive ncome. The Bank has elected 1o pretent a single stMement of compneshansive income.
The revised LAS 1 also infroduces & requiresmant 3o present & statemant of financial position (Ralance
shpet) at the beginning of the earies| comparathve period whenever the entity resiabes comparatives dua
o reclassificalions, changes in accounling policies or correclions of errors, The revised 1AS 1 had an
impact on the presentation of the Bank's financial statements but had no impect on the mecognition o
maasungmierl of Specific transactions and balances.

improvements to International Financial Reporting Standards (msued in May 2008) In 2008, the
Infernational Accounting Standards Board detided to initiale an annual improvements progect &5 &
mapthod of making necessary, bul non-urgent, amendments to IFRS, The amendmens consist of &
méxture of substantere changes, darifications and changes in terminology in varicus standards. Tha
substantive changes relate to tha following anass: classification & held for sale under IFRS 5 @ case of &
ks of confrol over & subsidiary; possibllity of presentation of financial instrumends hedd for trading as
non-gurrent under 1AS 1; accounting for sake of 1AS 16 aesels whach were previously beld for rental and
cassification of the relabed cash Bows under [AS T a8 cash Nlows from operaling aclivities: carification of
defmnition of 8 curlailment under IAS 18; acocounting for below markel inlenest rale governmend loans in
accordance with 1AS 20; making the dafinition of bamowing cosis in IAS X3 consistent with the effective
inleresl method: clarfication of accounting for subsidiaries held for sale under WAS 27 and IFRS 5
reduction in the discosure requirements relating 1o associales and joint ventures under |45 38 and 145
3; enhancement of disclosures required by IAS 38; darification of accounting for adwentising costs under
145 38; amending the definiion of the fair value through profit o loss category to be consistent with
hesdps Bccounting undes LAS 39; introduction of Bcoounting for investment propetees unded oonsiuclion
in accordanca with 145 40; and reduclion in resiicBions over manner of dedermining fair value of biological
asssts under 1AS 41, Furbheér ameandments made 1o JAS 8, 10, 18, 30, 26, 34, 40, 41 and 10 IFRS 7
nepresant leminology o ediltrial changes only which the IASE believes have no or minimal effect on
accounting. The amendmants did not have an impact on the Bank except

» [AS 18 Propery, Plant and Equipment {and consequentisl amendments fo M5 7). Under
this amended siandand, antites that routinely sell assets presnously held Tor renlal ane neguired 1o
clasaily such assels as invenbories from the point 1hat the assets cease 1o be leased and becomae
held Tor sale, while the procseds from sale are recognised as revenue. The rent and procesds
from sale have 1o be classified as cash figws from cperating activites. The Bank amended s
accounting policies acoordingly.
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8  Adoption of New or Revised Standards and Interpretations (continued)

= [A5 30, Accounting for Government Grants and Disclosure of Govermment Assistance, The
amendmeant requires benafits arising from government loans af below-market intenest rales o be
accouried for as governmend grants, with the benefit caloulated as the diference betesen the
procesds and the Initial fair value of the loan, net of transaction costs, The amendment applas
prospeciively i govermement lnars recahwad in periods beginning on or after 1 Janueary 30049,

[AS 40, investment Property [and consequential amendments o 1AS T6). Property that is
under construction of developmeant for fulure use as invesiment property is bBrought within the
soope of the revised LAS 40. Whena the fair value model is applied, swch property is méasuned al
fair value, Where the fair value of investment property under construction & not reliably
measurable, the property i5 measured al cosi unlil the earlier of the date construction is
coiripletid of the dabe at which tha fair value becomes reliably messurable. The Bank applies the

amendment prospectiely from 1 January 2009,

Putfable Financial lnstruments and Obligations Arfsing on Liguidation=IA%8 32 and (45 1
Amendment. The amendment requires. dassification as equity of some financial instruments: thal mest
tha gefinition of financial llabiites. The amendment did nol haswe an impact on thesa financial slatements.

Vesting Conditions and Canceflations—Amendment to FRS 2 Share-based Paymeni The
amendment claffed ikal only sendice conditions and perfofmance condilions. ane westing conditions.
Cither features. of 8 share-based payment are not vesting conditions. The amendmant specifies. thal all
ganceliations, whether by the entity of by other parties, should recsive the same accounting treatment
The amendment did nol have an impact on these financial stalements.

IFRIG 13, Customer Loyally Programmes. IFRIC 13 clarfies thal whene poods oF services afe sold
together with a cusiomer kyalty incentive (lof exampla, loyally points or free products), the arangement
s & mullipe-slement arrangernent and the considerslion recaivable Trom the customer is allocaled
between the components of the arrangement using fair values. The inerpretation did not have an impact
on these financial Slalements.

IFRIC 15, Agreements for the Construction of Real Estate. The interpretation applies 1o the
accounting for revenue and associaled expenses by entities thal undedake the construction of resl estale
directly or through subcontraciors, and provides guidance for determining whather agreements for the
corstruction of real estate are within the scope of &S 11 or IAS 18, | also provides criteria for
dedermining when entites shoukd recognise revenue on such tremsactions, The interpretation did not have
arry malerial impact on these financial siatements.

Cogt of an lrvestmend in a Subsidiary, Jodntly Controlied Entity or Associate—IFRS 1 ang |45 27
Ameandment, issued in May 2008 The amendment aliows firsi-time adoplers of IFRS to measene
investments in subsidiaries, jointly conbrolled entfes or associabes 8l far walve or af previous GAAP
carrying walue &% desmed cosl in ihe separale financial siatements. The amendment alss requires
distributions frem pre-acguisiion nel assets of imwesises to be recognised in proft or loss for the year
rather than as a recowery of the invesiment. The amendment did not have an impact on these financial
slaipmanis.

improwing Oisclosures about Financial (nstruments - Amendment fo IFRS 7, Fnanclal
instruments; Disciosures, issued n March 2009 The amendment requires enhanced disdosures
about Tair walue meaasurements and liguidity risk. The enlity is required 1o disclose an analysis of financial
instrumeris using a three-level fair value measuremant hisrarchy, The amendmant (a) clarifies that the
maburity anahysis of Eabdities should include issued financial guaraniss contracts i the maximum amousnl
of ther guaranies in the sarliest pericd in which the guaranies could be called; and (5] requines disclosure
of remaining contractual maturities of financial derfvaiives il the contrachual maturites are essential for an

ing of the timing of the cash fows. An entity will furthes ke to disclode 8 maturty analyss of
firancial assets # holds for managng liquicty mek # that information & necessary to enable users of ks
fimancial slaternants 1o evaluale the nature and extent of liguidity risk. The enhanced disclosures ana
included in these financial stalsmenls.
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5 Adoption of New or Revised Standards and interpratations (oot need )

Embedded Dervatives - Amendmends fo FRIC 9 and 145 39, isswed in March 2008, The
amencmants clanfy that on reclassification of a financial assel out of the “at fair walee thecugh profit or
hoss' calegony, all embedded derratives have to be Bssessed and, i necessary, separabely accountad
for. Tha senandment did nol Rived &n impact on thaae fingnezal stabamanis.

IFRIC 16, Hedges of a Net investment in a Forelgn Operation. The mnterprelalion explains whch
currency fsk exposunes ane sigible for hedge accounting and states thal iranslation from e functional
curmency 1o the presentagion curmency does nol creale an exposune to which hedge acoounting could be
applied. The IFRIC alices the hedging instrument to be heid by any entity or entities within a group
excaph tha foreign cperalion thal Reelf is being hedged. The interpredation alss clarifies how the curmency
trarslation gain of loas reclassified from olher comprehensiae incoma o profil of loss B caloulated on
disposal of the hedged foreign operation. Reporting enifies apply IAS 30 |0 discontines hedge accounting
prospactively when their hedges do not mest the cribenia for hedge accounting in IFRIC 16, IFRIC 16 did
not have an mpact on these fnancial siaiements.

The Infernafional Financial Reporfing Standard for Small and Medium-sired Endities (Issued in
July JO0S) iz & sei-confaimed siandard, fallored o ihe nesds and capabilities of smailer
busimesses. Many of the prncipes of full IFRS for recognaing and measuring assets, liabites, income
and expensa have been simplified, and the number of requined disclosures hive been simplified and
significantly reduced. The IFRS for SMEs may be applied by entiies which publish gengral purpose
financial siatemants for axternal users and do nod have public acoountability, The Bank is not eligible to
apply the IFRS for SMEs due o the public sccourdabllity of its banking business.

Unless otharsviss stated above, the amendments and inapretations did nol have any significant effec! on
ks Bank’s financial stabaments.

& How Accounting Pronoun cemenis

Corgin now standards and inteprotalions have been published thal are mandatory for the Bank’
accounling periods beginning on or after 1 January 3010 or later pesiods and which the Bank has nol

ety adopied:

IFRIC 17, Distribitions of Non-Cash Assets to Owners (effective for annual periods beginning on o
after 1 July 2004, The interpretation clarifies when and how distribution of noncash assels as dividends
i the cwners should be recognised. An entity should measure a liabity o distibule norn-cash assels &8
a dividend 1o its owners al the fair valua of the asseds o be deEirbuied. A gan of loss on disposal of e
distribulsd non-cash asaats wil be recognised in profit of loss for the year whan the antity saltles the
dividend payable. IFRIC 17 is nof expected 10 have an impaci on the Bank's financial siatements.

WFRIC 18, Transfers of Asseis from Cuestomers (effecihe for annual periods beginning on or after 1
SJuly 20040 The interpretation clarfies. the accounting for transTers of assets from customers, namely, the
cifcumstances in whech the definition of an assel i mel the recogniton of tha assel and the
mbaturemant of its cosl on mnitiad recognition; the identification of the saparately identifiable aanaces |
o Mmors Services in exchange for the ransfered assel); the recognition of revenue, and the accounting
for transders of cash from cuslomers. IFRIC 18 is nol expecied Lo hiave any imaact on the Bank's financial
statpments,

Classification of Rights lsswes - Amendment to IAS 32 (issued & October 3008, effectve for annuad
s baginning on of after 1 February 2010). Tha amandment exsmpls certain ights ksues of shares
with procesds denominabed in foreign currencies from dassification as financial desivalives. This
armendment is not expeciad 1o have any impact on the Bank™s financial stateemants,
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L} Mew Accounting Pronouncements (continwed)

145 IT, Consolideled and Separale Financial Stafements (revised Janeary 2008, effectve for snrnual
pariods beginning on or after 1 July 20080 The revised 1AS 27 will requirs an entity to atiribule wotel
comprehenstve incoma o e owners of the parent and 1o Bhe nor-controlling inferests
ww‘lmﬂmmmmmm’ having a defic] balanca (ihe cumen
standerd requines the socess losses o bo adocated fo ownears of i parend @ mest cases), The
revised smndard spocifies thal changes in @ parent’s ownership inlerest in 8 subsidiary thal do nol result
in the loss of control must be accounied for as equity trarsactions, |t also specilies how an entity shoukd
MBasLUre ANy Gain of loss arsng on the koss of control of 3 subsidiary. Al the date when control is
any immsimeont fetained in the formor subsidiany will have 1o be measured &l s falr value.
amendment B not expecied 1o have ey impact on the Bank's fnancial staiemenls

IFRS 3, Busimass Comblrastions (feniasd Jarmanry 2008; affectie fof business combrations fof
ihe acquision date s on or afier the bagenning of the firs!d annual raporing pericd Beglnning on or
SJuly 2004 Tha revisod IFRS 3 wil allow andtios fo chocse to massurs non-cantroing interests
exiiding IFRS I malhod (proporionate shane of the acquie's identifiable nel msets) or ot fair value
revised [FRS 3 s more detaled in providing guidsnce on the application of the punchase method to
Business combinations. The requiement 1o measune 8t fair value every assot and kabdity at each a1 in
8 Elop soquisiion for the purposes of calculating 8 portion of goodwill has been removed. instead, n a
busiress. combination achieasd in stagpes, (he soguires will have 1o remensuns is previously held qurr-_.-
intaresd in ihe BoGUine Bt s acquisiton-gate fair value and recognise the resulling gain o loss, If any, in

profit or loas for the yoar. Acguisition-rolaied costs will bo acoounied for fram e business
combination ard therefore recognised os axperses rather than ncluded in goodwill, An aoquirar will haree
hmﬂhwﬂmﬂulmlwwmmwm.wmw

-5
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Businsss mhuuhuulmmwmmﬂ mmmmﬂmmwmm
onn, This amendman is not sepecied (o have any impact on the Bank's financial sistemenis.

MWWNMEMMM:WM
Mmtﬂmmmhmumfwmwimwmhnm 1 July
20049). The amandment clarilies how tha principles that determing whether & hadgesd risk pnmunn‘

cash flows is oligibée for designation should be appbed in particuler situations. Thum onl {8 maol
expacied 1o have any mpes on the Bank's fnencisd slatemants &8 the Bank dods ol apply hedge

accounting.

IFRE 1, First-fima Adoption of International Financisl Reparting Standards [following a0 amendment
in Decarmber 2008, affecte for the fisd (FRS financial sistemerds for o poriod beginning on o afipr 1
July 20081 The revised IFRS 1 netaina the substonce of s previous warson but within a changed
strucioe N ordef o moke R easier for the rmeader o understand and b0 botler accommodate fulur
changet. Tha Bank concluded that ihe rovised standard does not have any effect on s financial
EERINTWANEE.
IFRE
beginning

Group Cash-settled Share-based = Amendments to 2, Share-based
Paymeni for arncal periods on or affer 1 Jaowary 2010). The amendments
pwﬂildﬂrmndﬂmlmlhmﬁ:umﬁ hﬂn-hmdnuﬂnmtmmhhuﬂtmﬂmmgﬂ
and ssgarals financial stafemednls. The smendmonts incorporate inlo the standand the guidance in IFRIC
B and IFRIC 11, which e withdrean, The amendments expand on the guidance gen in IFRIC 11 18
pddiers plans thal wene pressously nol conssdered in the interpralation, The amendments also ciarily ihe
dafingd termE in the Appendix fo the siandard. The Bank doss nol expec the amendments io hawve any
malerial offect on its financisl siabsmants.

Agditional Exemplions for Firsi-time Adopters - Amendments to IFRS 1, First-time Adoption of
IFRS (offective for annual poricds bogenning on or after 1 January 2010), The amendments sempt
mniies using tha full cost method from retmspective application of IFRSs for o and gas asseis and alao
axemnpt entites with axisting eesing contracls from resssessing e dasaification of hoas contracts in
pocondance with IFRIC 4, Determining Whethar an Arrangemant Conlsing @ Lease' whan ihe application
ol (hair natonal SscouUnting requinements procuced the same resull, The amendments will nol kave any
impac on tha Bani's financial statements.
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6 New Accounting Promeencomaents (continued)

emls fo Infernational Financlal Reporfing Standards (Tesued in 2008; amendmesnts
b IFRS I, [AS 38, IFRIC 3 and IFRIC 16 are sifective for annwal ads on or after 1

it
e scopa ol IFRS 2; clerfication of deciosure requiremens sl by IFRS 5 and other standands for non-
curtent assels [or disposs| groups) classfed as heid for sale o disconlinued aparalions mequining Lo
raport @ measure of olal essets and llabites for esch reporiable segment under IFRS B ondy I such
L io iha chiel operating decision maker; amending (A5 1 o afow
clasaification ol ceriain iabilikes setiled by anify's can equily nsbruments &8 non-cument, changing IAS 7
in o recogried Gieel e el for class®eation a8 Fmassting
- of canain iong-term land lesses as finance Bases undar [AS 1T sven
without transfer of gwnership of the land at the end of the lease; providing additional guidance in |AS 18
an enlity acts as a principal of an agent; darfficalion in 1AS 36 that a cash
penaratng wnil shall ned be anger than an operating sagment before agoregation; supplementing 1AS 38

Emﬁnrmmtnfh#uhn#nﬂnﬁhn&ﬂlmuumnmmm; gmaneineg
145 38 (i) to include in g5 scope option contracts that could sesull in business combinations. (i) to carify
e pariond al i gains o losses on cash Mow hedging instrunents from equity to profit o loss

Amendment to A5 24, Related Party Disclosures [Ssued i November 2009 and #ffecive for annual
poriods béginning on o after 1 January 2011) IAS 24 was sevied in 2008 by, (a) smpifying 1he
definton of a related party. clanfying i3 ntended meaning and eliminating nconsistencies; and by (b)
prowiding a partiad axemption from il disclosune requinemeents. for governimesnt-ratabod enlites.

IFRS 9, Financlal Instruments Part 1; Classifcalion and Meagsirement, IFRS 9 was Esued In
MNovomber Z00% and replaces those parts of LAS 38 redaling 1o the cassiicaton and meascnamang of
firpncia) essals. Moy features are 88 Tolows:

# Financial assels ans feguined 10 be classified info o measuremant categones. thosa to be measurad
subsaguanily ai fair value, and thoss 1o boe maasured subsequanily at amonised cost. The deciaion ks
ip ba made al inflal reccgn@ion, The classification depands on ihe enlify's business model for
managng B finencial insiruments and e coniraciual cash Now charsciensbcs of e Rsiremand,

* An instrument 5 sebsaguenlly messuned 81 amoriised cosl only 8 B & debt instrumant and both (1)
the abesctve of the antity's businsas moded |8 1o hold the el 1o oollest the contractenl canb S,
and (i) the assers contractual cash flows represent only payments of principal and irteres (tha is, i
has only "basic loan features’), Al olber dett instruments are 10 be messuned &t far value thicugh
prof or loss

o All equity instruments are bo be massuned subssquenlly of fair vales. Equity instruments thal are heid
for trading will be measured at far value through profi of loss. For all ciher aguily imestments, an
Frovocable slection can be made at initiel recognition, 1o recognise unneadsed and realsed falr value
pans and losses through other comprahenssse incoma rathar than profit or loss. Thesa 18 (o be o
recycling of tair value gains and losses io profil or loss. This slection may be made on an instrumnant-
by-instfumant bass. Dividands are 10 be presanted in profit or loss. as lorg as they represent a mturm
o imngstment.

+  'While adoption of |[FRS B s mandatory from 1 Jarmary 20713, earier adopton is pamitied,

The Bank Is considering the impilcstions of the standard, the mpact on the Bank and the tming of its
agogton by tha Bank.
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(i Haw Accounting Pronoun caments [(conilnued)

IFRIC 19, Extinguishing Financial Liabilities with Equity Instruments (affective for annual parods
beginaing an or alter 1 July 2010) This IFRIC claifes the eccouniing when an eniity renegolisies the
terms of fs debt with the resull that the liability is extinguished through the deblor issuing its own equity
instrufnants 1o the creditor. A gain or loss is redognised in the profit and es account based on the fair
value of the equily insiruments compansd io the camying amound of the dobd. Tho Interpredation wil not
hareg any impact on {he Bank's fnancial staloments as the Bank does not extinguish is financlad labdites
wilh Bty instruments

Propayments of a Minimuem Funding Requirement - Amendment fo IFRIC 14 [efeciive for anmal
perisds beginning on of after 1 Maruary 2011). This emendment will hive & Bnibed impes & i aoplies
only to companies that mre mequined bo make minimum funding conlributions to o defined benelit pension
plan, H removes an uninended consaguance of IFRIC 14 melaled to wpluntary pension prapaymends when
thare is @ minimum funding reguiremant. Tha smandment will nol ke Bry Impact on the Bank’s firancal
siaismenis.

Limited axemption from comparaiive IFRS T disclosures for first-ime adoplers - Amendment o
IFRS 1 (aflective for annual perods bagisning on of afler 1 July 2010). Exating IFRS preparers were
gramied rallef from presenting comparalive informatbion for the new disdosures required by the March
2008 amendmeris o IFRS T Firancial Irstrnpmpnty! Disclosums”, This amendment o IFRS 1 provides
first-tma adoplers with the :ame tansiticn provisions as inclueded In the amandment o IFRS 7, The
amandment will not kave any impact on the Bark's financial statements

Unieas olbpreees coscribed abevs, tha now slandarde and nlompretptons 8 nol espechsd be
egnificantty aflect tha Banks financial statemanis

T Cash and Cash Equlvalonts

1V Decembar 11 December
hwwm 2005 200
Cash on hand 12081 B2
Cash balancds with e CERAR |0 e mandaony e diposls ) 11,239 TES
ComiDondont scchunts Rnd vime]iil placoeinis vwillh offsd Bk
- Regibils ol Anihilin 17332 AL
« Cithin coundries S8 3172

Taotal cash and caah squivalants g BET 16, 380
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T Cash and Cash Equivalents (continuad)

Tred it quality of cash and cash equiivaianis balances may e summarised A folows at 31 Decambear

2009
iCanh balances  Commespondent Total
with tha CHBAR accounts and
ewarnight
i P Biensts oF Andeniajan Manats [l ]
Govemmant of o of Arertaan 11,238 11239
i Aroroagan
Rloody'n B2 with i alable oullook - 4718 4,718
FichdB with & slakbs cuficok - ) T2
Mooy s Ba2 with & negatre cutiook - ar a
Fil B willh & DegahS fuifiook - &7 27
oty wB2 with o stabla oullook - 1 1
Cthar unrated Azortadanl banks - TEAR0 12 ABD
DECD Danks SATH S.a4TH
Kon-DECD banks &35 435
Total cash and cash equivaients, axciuding cash on hand 11,239 24T 34 486

The published infermational mting for the Regublic of Azerbadan is BB+/Siable (Fiich Ratings - affrmed

o 7 June 20046

Irnioresd rate anafysis of cash and cash equivalents is deciosed in Mole 38, Information on related party

balarces s disciosed in Mose 34

The credit quality of cash and cash aguivadents balances may ba summansod &s follows a 31 December

Canh balarcos Total
with the CHAR ascawnts arsd
My of & semugenl i placements
Madhar pasd due nor impairsd
« Gownmman| of e Ropublic of Azsrtadgan 155 - 755
- Ealed Arerbagani hanks:
E:-m-mhmm:wu -,3; ;
i Regathee culiioh | [Maody) -
Ba2 with n siabie outicok | (Moody) a .
- Othar uniabiad Aralbagani v - & 003 -
= DECD hanioa 5 2744 %
« Mon-0ECD banks . £37 -
Tolal cash and cash equivalents, axcleding cash on hasd 55 TA44 E.DES
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B Dui freim Oihes Banks

i $hopsaneds of Arerhagary' Banals 31 Diecambar 2008 31 December 2008
Shiorl-berm: placsmaonts with olhet banks LN =] ] 20
Tofal dus from other banks 8,620 0

Gn 10 Movember 30049 the Bank signed a deposit egreament with AG Bank in the amount of USD 5000
thousand with maturfy dals of 7 May 2010, The deposi baars marked inlerest fabe. The culsianding
armaunl of thes deposi &5 &l 31 Decamber 2009 8 USD 5000 thousand of AZN 4,088 (hausand

Cn 15 Oolober 2009 the Bank signed a deposil agreament with Yapikredi Bank Joinl Stock Company in
the amouni of USD 5,000 thousand with maturity dade of 15 Apri 200, The deposi boars markst inleresd
%MMMH:‘HM“&M Decomber 2009 is USD 5086 thousand or AZN
LR d

On 8 July 2009 the Bank signed o deposil agresment with Eapital Bank n the amownt of LSO 2000
Ehodisand with maturity dobe of 8 Jehiary 2010, The depoad baads manoed imledes] fabs. The outslindsng
amount of ihis depasd &8 a1 31 Decambear 2009 s USD 2,066 thousand o AZMN 1,635 ihousand,

An analysis by crect quality of amourts dus from olher banks oulstanding al 31 December 2000 s as

Ehoriierm placemants
In ihouaands of Arechagwy banais with cifar banks
Foithor pasf dus nor impaired
- Rated Azarfiagan banks:
FHeHE- with @ resgElve ool & [HEB
Fiich+ with o minble ouliook 1,628
Fiich¥i. with o sinblo outlonk 20
s unrsilodd Axnaqanl hanks 405
Tednl due from oiher banks 9828

idanagemeani of the Bank dd not determine amy chieciive ovidence of impairment of the balances due
from other banks and therefone, no prowvisson for impalrment was recorded 8 31 Decamber 2009 or 31
Decamber 2008

AMOUNLS dud rom other banks are nol collaberaised. An aralysis by cradit qualty of amounts due Fom
other bariks outsianng at 31 December 2008 i as folows.

Short-term placomanis

I Moiraamndd of Arsvhagsy Manarg with othad hanki
mnﬂﬂ!ﬂwﬂlﬂﬂ

Fldtﬂ-vl'nlnﬂnmdunh. a0

Total dus from other banks 20

Irterest rade analysis of dis from ofher barks B declossd in MNole 26. Refer to Nabte 20 for the esimated
fer value of sach class of amounls due [rom olher banks. Informabon on felaled pady balances s
dacksssd i Mole 31,
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] Loans and Adwances o Customers

3 Dacember M Decembar

irr oy of Arechaian’ Wanais i) Fil]
Whcro Ioans | o AT 16,000 125182 i 205
Emal and rebdium endeprises ioans {"3ME oani” - oeer ATN 18,000} BE A 74l
Retad oans in individuals 11,581 Q835
Siafl ioans E018 a7
Lot Prosision fod lasn rmparmand (6,554 ) (4,1148]
Torial feans and sdvanoes (o CEsomes 233 88 183,668

The movemants in the provision for loan impaimmant during 2009 ane as follows:
Micra SME Retailioars  Smlf  Total
|Emhs -]

Loars Iesnn
Iy Moisands of Afarhaiars Manals | el bt el
Prowislon for loan impairment at 1 January 2009 1713 1,568 182 B 4118
Prosision for impalmessnt during the year 1240 1,284 54 11 2599
AnOwinils v off dusing tha yaar oe uncolachbhs [EH} = [T} - [144]
Rty of privioussy writlon of kane 23 = - 3
Prevvision for loan impalrmsnt ol 37 Decembser 2000 2918 3250 330 " 65
The mdvemants in tha provision fof loan impanment durng 2008 Ane 5 (oo

Micro SMFE Retall foars Seaff  Total

lpans |mans b loans
Iy ouanngs of Lraviagam Manaly Il el Lomls
Provision for boan impalrment et 1 January 2008 T TR oot M 19ET
Primiom tof impasTrain] dufing e yipr e Eli 148 = L8
Rscoreisty Of (iirvicaiily wiitln of keane 13 = - - i3
Pravision for ian impalrment o 119 Dedsmber 2008 1,713 1566 152 B 4114

The provisien for impairment during 2008 difers from the amount presented i the statlement of
comprehenshe incoma for the year due o AZN 23 thousand moovery of amounts prrviously witlen off
s uncolisciibie, The amoundt of the mecovary was credied directly (o the provsions i in e stalement
of comprehans ive ncomes for tha year (2008 AN 13 thousand),

Econamic seclor rsk concenlralions within the custamer loan pofticiio ane as Tollows:

I DecamBar 206 1 Depambar 2008
[ mousand's of Ammchafand Wisnats Anoairyl % AIFENE %
Trads 132,938 553 102653 81.2
Eanvce ??ﬁ }:.: 20,318 133
Wuum 18 AE2 18 13,989 B3
Hiowesarhiodd 16 B 69 13413 8.0
Traes porisiion .260 R T3 4.5

Toial Inans ard advanoss o
cuslomars (balans Imaalrmsnt) 40,375 160.0 167, TES 10,0
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diccessBank CJEC

8 Loans and Advances (o Customans [condinued]

Al 31 December 2009, the Bank had 11 borrowers (31 December 2008 19 borrowers ) with aggregated
lan amounts above AZM 300 thousand, The tolal agoregate amount ol these loans was AZN B G311
thousand (31 December 2008: AZN 8,624 thousand) or 3.6% (31 December 2008: 5.7%) of the gross
igan portialio. Tha Bank is concentrated in micro londing and has a kading position in tha retall banking
sagment in ihe coundry. Thi karges! loan exposure 1o @ single cuslomer &5 al 31 December 2000 was the
putsipnding amaunt of loan to 8 local company In the amound of AZN 1,556 thousand (31 Decambar

2008: AT 953 thaiesard).

Information aboul colaleral &t 31 Decsmbes 2009 s as ioloss:

lipro SME  Aeiall loans Siai? Teviml
lsann loamn e laans
i shousands of =y ianats individuale
Unsecured loans . E . [ ] B4y
Laans collxoradeed Iy
- il siale 720 1,064 49 4,450 04, g
« ekl 1816 &G T 14 3008
= irnranicry and edpuiprre© 115414 14,808 t0.EL2 . 140 451
- pihor ausats k< | 150 Fi ] - 1,874
Tetal loans. and advances o
CLlBmETE 125,182 SB428 LA E-LY 5014 0275
Inferrnaticn aboud coalaral 81 31 December 2008 i3 a8 fodows:
] SME Rotald lhans SaafM Total
oans Lizans 1] koarns
dn thousand's of ArevDajian) Afanats Endividusais
Linsscured loans - - - 4310 Lol
Lamng collsarmimsd by:
- Al psinin £ £10 6H 4G9 E1 ] 1268 TE 208
- yplhacis 1385 51 281 223 2,300
«+ reniory and s T &R0 T =K. vy | - T
+ phir msels | 1,243 z 1,545
Total loane and sdvances io
CLEEIOIMErS TE.205 TT.943 2535 1Tz 167.TES

Chher pasets plodged &8 colialeral mainly include fumiture, fdure and gold. The disclosurs above
reprosents the lower of the camying value of the loan or collaleral taken; the remaining pan s disclosed
withen 1M unsecured axpoaures. The carrying valie of loans was slocaied based on the liguidsy of e

Busels (aken a8 collabiral
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8 Loans and Advances o Customors [comntinued)
dn analysis by credit quality of loans cutstandng ai 31 Docember 2004 i as follows:

Mizrs EME Ritall Isans Saaf Tetal

in Mousands of Azsdujan Waoady lganm koani b0 individuals inanm
Tatal curment and ot impalred 1377 122 11510 XL 237,025
Pas dus but mo impaned
« logs an T days oveirdug andsr

rEEUCT i WaeE 173 T3 13 - aTa
Total past dus bal Aot impalred 173 Tl 13 are
Loswnn indbvidundly cedermminod fo

s e (e

-1 80 B0 days cverdun andior

restructuied oans T 154 By s BT
= ver 90 days oveedun andior

S TR 356 1357 i - 1,744
Total individually imaaired loass

{proia| 6332 1.511 128 - dadTl
Zrous carrying walue of laana 125,182 WEA2E 11,651 8018 240,375
Lk impainmadnt provitons Z9E) (350 (3300 a) (6. 504}
Total loans and advances 1o

Cun o TIL26 REATE 11,320 d a0 233,581




AccossHank CLSC
Notes fo the Financial Statements = 31 Decombor 200§

9 Loans and Advances (o Customers {(contineed]

AR analyais by eredil quality of kaans cutstarding ol 31 December 2008 i as filows:

Micro SME  Awelall loans Staft Total

i Paougandy of Arertudani loans lgars b baans

Mlanars imdiiduale

Totsl currant and mal impained 75,058 T7.256 EIT T 166,554
Piar due Buf nod impasined

- lass than T doys owveedun and'or

FaBiruCiund lodrm 4] 43 18 - 16
Totsl past dus bl fo! mpalred 118 43 kL) - 1.1
Loans indivefuady cefemined n

o kmpained [gross)

= 8 1 ) days arosrthue Andior

msiructuned kans ] - 4] " 78
a g ) darys. orverdun andfor

mstructuned ko 126 Gdd. ] 20 BTi
Tt individually impaired

loans {gross) 08 Bad i Fie] 1,057
Gross camying value of losns TB,285 TT.843 0,835 ara 167,785
Liess impalrment provisians (1,713} [1.966) (352] i(RE) [LARE]
Tobtad koans and sdeances io

CuRtamaTL T4.5T2 TEETT U483 16837 183560

Past due Dut not impaited loars prmarty nclude collseralsed loans where the lair value of collineral
Coneds 1he overdus inlanest anhd prncipal Repayments. Tha Bmoenl reporied a8 past doe bul nol mpakned
is Lhe whale bafance of such leans, nol only the individual instalments (had e past dus.

Thes Bank sppled the porffols provisioning melbodolody prestribed by 1A 39, Financial Instremesnds:
Recognidian and Maasurement, and creabed portiolio provisions for impairment icsses thad wore incurred
bud han'er nod been spacifically identifiod with any individual loan by the balance shoel date. The Bank's
policy i bo classily each lpan as ‘cument and nod impasred” untl 8 specific chjective evidence of
impaimmant of the joan B dentfied, The impairmant provisions may excead the lolal gross amount of
individually impalred loans as a resull of this policy and the portfolio impairment mathadalogy.

The primary faciom that the Bank considers in delarmining whether a lean s impalied afe i overdus
siahs snd realmabidity of related colateral, f any, As a resull, the Bank presenis abowe an ageing
arialysis of leans that ane ndividually determined 1o be impainod,




AccessBank CJISC

Hotes fo fhe Financial Statements — 31 Decormber S0

| Loans and Advances (o Cusiomers |(continued)

Tha fair vahm of collsteral in mespect of loans pasd due
indkiclumily catarmingd (o ba impaired 51 31 Docoim bar

Blicre laams

EMHWH&

Fﬂ'mfﬂ"ﬂamll_
i o ol Ampained

- sl il

« yashichy

1832
1,287

L]
2813

B

a 5538

individiusally determéned o be impaired at 31

In thousands of Aschafen Mensly

i

MWWWHW:EMM

Swff  Toetal
Iganms

Fidr vatlop of colinferal - Rt posl
o Bt il Avaalroad

Far valep of coffaforsl - indfrdumiy

Refer to Mote 20 for the astimated fair value of anch cass of loans and advances 10 customers. [niefeat
rate analyals of loans and advances o ousiomors is deciosed in Mole 26, Information on mlated pary

balarces is disclosed im obe 31

ar
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Hotes o the Apanclad Statements = 31 Decomber 3005

10 Investment Secunities Available for Sale

11 Decembar 31 Decembesr
in thousnnds of A reviadey Hanat 009 2008
Dbl securtios aed by te CRAR - 5,623
Eigraily plcuriian. 40 40
Tetal invesimant securilies svallsbia for nals 40 5.BE3

Ai 31 Decermber 2009 the principal squily imvesiment sacunties avalable lor sale wes:

Mature of business  Couniry of regisirason :&Em
a0

Mame
MABE art Sardicn Agmrhakn
Total

:sfﬁ

L

A 31 Decomber 2008, balance of (he eguity securities represented AdM S0 thoussnd paid in J006 for
equly shanes of “Milelar® representing 1% of ménership. Cumantly the men activily of “MlliKan” s
mtwmmmmmmmmhmwm_w

The Bark fully redeamed the debt securilies issued by (he CEAR ol maturity in January 2009,

Fvestimirn Securflies avidable foc Salé a8 o 3 December AN afe Mol publcly traded. Dua to the

malure of the local fnancal madkels, 7 @ Ao poadibée o oblam cuvend marked value for Buese
Imm For these mvestments, Tair saheo B estimoted by meleoncs jo ihe discourdod operaling cesh

Managemant coukd nol refiably estimaie tha fair value of (he Bank™s invesimeni in shares of *MIlFart".
The invesiment 8 camed a cosi of AN 40 thousand (31 December 2008; AZN 40 thousand) Tha
ivvestos has not published mcaent financial information abou it cperations, s shanes ane nol quoled and
recant irade prices s not publicly pooessbie




AccossBank CJSC
Notes fo the Fnancial Statferments = 37 December 2009

11 Prepary, Equipmaent and Intangible Assets

Compuber  Fumitere  Moler Premises and Total Computer Total
and Cdfice wehicles  Leasehold property  software

In housanas of AReDajan BTN IMprossmsent ard  liconoes

Haras guipmant

Cosl &l 1 January J008 T3 1.448 115 2.582 5.256 124 5380
dccumulaisd depeaciation (37} {817} 156 (TE2) [1.752) (=2 (1s04)
Carrying amaourt a4

1 Janusary 2008 396 L] ] 220 3,504 72 15TE
Addigions a3 EE0 123 1.154 2.540 HA5 IATS
Deprecialion chams (1e1] {403 147} (2TH) (L | (o] ] [24T)
Carrying amount at

31 Decembar 2008 1.0 1.306 135 a8 BAZT BTT 6,104
Cosl al 3 Duazimibenr 2004 1,088 2326 Fa ) 4,136 T.e8 1059 847
Actipmadnlig Geprciion (500} (1.0@0p {703 {1.038) |2.661) a2y [ET43)
Carrying amsurt &l

3 Docambar 2002 £ 1208 135 1008 5127 T 6,104
Addiicng e 1.504 LK) 1338 3T 1,489 4778
Drepraciation cham 1255} [E12) [E5) (359) {1281} T2y (.TE3)
Casrying amourl &l 31

Decombar 2008 BES FRE ] 163 4077 TAZ3 1,604 817
Cool it 31 Deiscanrnitior 2000 1440 3178 Tz 4 538 10,378 2,548 12827
Aocumulaled depraciation (T35} (1.581)  (159) (TE1) [3.56) (554 (3@
Carrying amount &t 31

December 2008 = 2188 163 4,077 T2 1,684 8,417




AcceszBank CJEC
Notes to the Financial Sfatements = 37 December 2009

12 Oiher Financial Assoeis

i thousands of Ararhalan Wansts 11 Docember 2009 31 Decembar 2008
Salamants with transior 183 1232
Selimenie v phetocute. T £ as
Oihar a0 -
Loss allowance for Impairment losses . {54
Total other financial assats L] 163
Mowaments in the provision for impairment of other financial assels during 2009 are as follows;
Sattlemants with Todal
dn thousands of Azarhalani Manas plastic cands
Prowviskon for impairmend at 1 Jamuary 2008 54 LF]
Aniads wilten off dirifg T vabf o8 clibeiibio (54} i54]
Provighon for impairment a8 31 Decambar 2009 - -
Movamands in the provision for impainrment of other financial assets during 2008 wera & Tollows:
Sathements with Tokal
An thousmnds of Ararhagan Adnnas plasts cards
Provision for impairment at 1 January 2068 - -
Prerision fof impakmand during the year ] o
Proision for impairmend at 31 December 2008 54 54
Analysis by cradit quality of other financial assets cutstanding at 31 December 20048 = as foliows:
Epttisments with Spttheme nts with Othar Todad
mor y Bransfer plastic cards:
A teusands of Asarbasan Marnsds iyatiima
Nulffwr pas! dink nor dmypeinpd
- Colpcing or ppified afeer tha and of
tha reporiing pakod &0 &4 & 289
Total nelther past dus nor
impadred 180 ES 40 89




AccozzBank CJSC
Motag fo tha Financial Statorments = 31 Decembar 2000

12  Othor Financipl Assots (cominued)
Aralysis by oedt quality of obher Snancial assets cutstanding at 31 December 2008 was ax Tolows;

Seltlements with Setilarmards wiir Total
maniy branainr plastic cards

in Mousands of Arachafiand Moty AysiomE
T paRS e fo impaireg
« Colecied or witied ofior e snd of
i rnporiing panod 12 41 163
Tolal meithar past duss ner bmnpained 122 &1 163
Recadvmbiad indhvoimly cedermened 1o
b impaded (ross)
- 30 ko 90 days ovardue o3 54 £y
Total individually impaired |gross) - 54 oy
Lot kmpairment provisian - {54) (54
Tatal sther inancial assats &2 &1 183

mmmlmmmmmlnwmmwﬂwﬂunmw
ard B8 cveniua SEABUS &hd realaabdity of relaied oollatecsl, i army. &S & resull, the Bank presants above an
mgeirg analysis of olber financial assais ihat are Hdhidually determingd bo be impained, Mether past dua
nor imipaired, but renegodiabed balances represen] the carmying amound of other financial a3 thal would
ofhenwise be pasi due or impaired whose {ems hawe boan renegobiaiosd.

Refar 10 MNole 20 fof the disclosurs of tha tair valus of aoch class of olboer financiad pegseds. [mormation on
redabed porty balances is disclossd in Nols 31,

13 Oiher Asseis

31 Do beer 31 Decembar
A MLEnMTS of AFarhasand Llnnats 2000 il
Adhvrscing Tor purchasss of Inangiils sty ard egquigmont T2 B
Prispaid nygunans 265 162
Ottt . e
Total other asssts BaT B8
Gt by 520
Mom-curmand iz ]

irformeaticn on relsied parmy bafances & ceciosed n Mole 31

£ §



AccessBank CJSC
Maotes fo the Financlal Statemants — 31 Decemnbor 27008

14 Due to Othor Banks

31 Dsnambar 31 Daceenber
in thawsands of Amrhajan Manars 2008 2008
Comeipondent nocounts and ovormight placemanta of other banks 2 4
Shor ierm plascesmants of other banks A0 =
Total due 1o other bamis 3,005 2

On 30 Apeil 2008 and 20 October 2008, AccessBank Liberia placed shor lerm deposils in AccessBank
G5 in bl aempiant LS 3,023 thousand and LSO 533 thowsand with marked imeres| rate and maturity
dabes 25 Aprl 2090 and 3T Aprl 2010, respectively. A8 31 December 2009, the sulatanding ameuns dua
ba other banks wnder these depasis wens LSD 3,208 thousand of AZN 2,578 thousand and LUSD 532
imecisand of AT 427 (howisand, Pekpest haly,

15 Customer Accounts

31 Decembar 31 Decambar
i thausendy of Arariniy Manany 2000 2008
Public crpanisations
- Toie daposis 3003 -
Oteer legal entfios
- Gurenl saiisman scoounis 24851 1.007
- Tafm daposts 10,575 4375
fndividuals
« Curreniidermand scoournds 5205 37RO
= Term daposits 42,505 12500
Tokal customer accounts 64,889 185
Epomdmic seCior concentrations within customer acoounis ame 85 Tollows:

31 Dacembar 2000 31 Docermbar 2038

In e sands o Arnrhaan’ Kfenaty Amgunt = B il %
rediais dE T TED 1B 4T 4
rsurance and ofher Smancl ssnaces 10,518 163 4274 19.5
Public orpansanons. 3.003 A48 ¥ _
T, arnces, Mhulachinng 4818 41 1,108 5.0
Todal customer Beoouris &4 i 1008 1852 1%0.5

Ay 3 Decembed 2008, the Bank had 51 acive cuglomers (31 Doecember 2008 18 cusiomers) with
balances. above AZN 150 thousend. The agomegate balance of these cuslomers was AZM 32,7040
fhousand (31 December 2008; AZN T 884 thousand) or 50% (31 Decamber 2008: 37%) of iolad cusicemiar
BCoounts.

Reder io Nole 28 for the decoses of the Talr value of each chass of cusionsr socounts, |nSerasl mba
BialysE of cuUsUomer Bosounis S Seciedsd In Mole 26, Infoffnatbon on reladsd party bafances is disciosed
in labs 31,




AccessBank CJEC
Nones fo the Finenc al Stetements - 31 Decamber 2000

16 Other Bormowed Funds

in hocsanes of Amchafan' Wsnaiy F i) 2008
Eumrpaan Bari v Raconstiuction and Davisopera F2T 205
Dervakpang Wodd Markals Bacurbizaliong S.A. - MFREA BOMND 1 20 5608 20 a8
Ereddansing 0r Wisdemufhau 19,335 11090
ismational Financo Corporaticn 13547 £ AT
PaRnisst Elecianbawiirbadngl N 11573 a0
Trindtd Casiody B [cusicdisn of Toodos Far Skann Fund) =1 -k saTR
Baue Oirchand Loan for Dewelopmant BERT ORART
Global Microfinancs Faclty B,165 8,143
Dy Mliorp Cradil Fand 5 500 9831
Biank im Bistum Cssen 5TM 5 BT
Sviay Imvesireaend Fund for Emomsng markois 4 14 4 BOT
W Spaartank MY, i Nh ]
WLAN Microlranon Ofshorn Masiar Fund LP T REL & THFT
Impulss Microfinance invesimen Furd 4 58 4050
Clchal Commarzial Micralinsnss Conaorgum, LTD AT 3,180
Biack S&a Trads o Dewalopmant 251 3248
Triphe Jurmp B, 2458 ZATE
kcmfinance Loon Obligatons 5.4 - Cormpartmged Local 2AET 2400
DPEC Fund Tor imamatonad 2235 At
Raponastdiy 5..CAN, ple - o 2 090
Okl Eoumonical Desvlopmant Coopsemiive Socioty LA 1812 3065
Developing Wiorkd Markels Securitirations 5.4 = NS Microfimanoe Fund 1811 1 604
Asian Dewnlopmaont Bank 1505 2 &7
Dunl Rojum Find 5.CAY, 1258 2452
ELF Micrlrusnos Agemm 1218 1216
Frwthic Microfirancs Fund B4 B0
Wantage Mutunl Fund 74 255
Total torm bonrowings 168,120 128,051

On 19 Movember 2008 the Bank sgned a syndicaied koan agrmemend with Eurcpean Bank for
Retansiniction and Development in the amaoent S0 28 000 thowssand, The Bank recessad thes kan in
bwa ranches in the amounl of USD 14,000 thousand asch on 10 March 2009 snd 19 October 2000,
Principal penpuris arm b ba repaid in sombannual instalmenls siaring on B June 210 and ending on §
Decambor 2011, Inberest s paid in semi-annuall instalmerds startng from 9 June 20000 AL 31 Decarmleer
D00, tha Balance of borrewing under this facdily was UISD 27,788 thousand o AZM 22 317 thousand (39
Dacamber 2008 USD 2.515 thousand of AZN 2,015 thousand),




AccessBank CISC
Nates to the Financial Statements = 31 December 2009

18 Oiher Borrowed Funds {conrtineed)

D 256 June 20089 and 1 December 2008 the Bank signed léan ajreerments with Pelterlaar
Effecton MY, in the amaont of USD 000 thousand and AZN 1,604 thousand (equivalent of
USD 2,000 thousard) respectively, Principal amounts ane b ba ropaid in bvo aqual instalments on 15
March 2012 and 31 July 2012 and @ ona nstalment en 18 Decambar 2011, respectively. Interest IS paid
in gemi-arnuad nstalments for the e in the amaunt of USD 5,000 fheusand and i qeartady instalments
far e citheder b, AL 31 Dicamber 2009, the balanca of barmawing Enam Petisdaar Efoclen biwanrbednijt
NV, was USD 14,410 thousand or AZN 11,873 thousand (31 December 2008. LUSD 7377 thousand of
AFM 5 509 thowsand)

On 6 Movember 2000 1he Bank signed a loan agreement wilh HKreditanstalt fir Wiederaulbau n ihe
armount o LSO 22 000 thousand. Imbenest s to be paid in wox inslabments siedng inom March 2091
Principal is io ba repaid in s squal sembannual instalmants by 30 Seplember 2013, which (s tha maturity
daim. Al 31 Decombor 2006, the balance of bomowing from Kreditenstall for ‘Wiederaufbay was USD
24 075 thousand or AFM 15 335 thousand (31 Decomber 2008 LSD 14 849 ihousand or AZN 11,910

On 18 Decamber 2000 the Bank sighed lnan agreaments with the Inlsmational Finance Corporation in
e amaunt of USD 15000 thousand Principal amounts ore 10 be repaid n s equal semi-annual
instalments by maturly dabe which is 15 March 2014, Interest & 1o be paid staring tom June 2010 in
semi-annual instaiments. At 31 Decamber 2004, the balance of borowing from inlemational Finance
Corporabon was WSD 17,244 thousand or AZN 13847 thousand (31 Decembar 2008 LSO 3,110
risand or ASM 2467 hoasand)

On 1 Seplember 2009 the Bank signed a kaan agreamant with Trodes SICAY |1 Triodos Microfinance
Fund) in Ihe amount of USD 5,000 thousand, Princpal is 1o be repaid on 1 October 2011, which is the
maturity date Interest is to be paid in serm-anmual instalments atarting from 1 January 2010, At 31
Digcernbed J00E the balance of borraing from Trodas SICAV 1 (Triodes Merdfinante Fund) was LISD
12,443 ll';-nll-llﬂ or AZN 8893 thousand (31 December 2008: USD 7481 thousand or AZN BRTHE
thousand

All the abdve bans as wall as the loans granied in eadlier years bear market intenesi rates

The Bank is oblged io comply wih certain fnanceal covenamts sipulaied by the aforementcned
bomowing agreements. Al 31 December 2000 management bedeves (hal the Bank was In compliance
with (hoso covenanss

Refer 1o Mabe 29 lor disclosure of the far value of each class of cthér Borrowed funda. |nieresd rate
analyss of othar Borrowed funds s disclosed in Mote 28 All sxisting borrowanyg agreaments as at 31
Decembar 3006 boar marked inberest rate (31 December 2008 markel imeres] ). Informaton on
miated paty balances is dsciosad in Mote 31

The caerying valug of each cliss of other bomowed funds approwmates fait value as 11 December 3009
and 31 Docember 3008, Al 31 Decomber 2008, the es¥mabted fair value of ofer bomowed funds was
AEN 16 120 thausand (31 December 2008; AZM 128.051 thousand),




AcceszBank CJSC
MNated to thve Financial Stalemrants = 31 Decodmber 2000

17 Other Financial Liabllities
Crther financial labiities comprise the following:

21 Dpambar 31 Decarmbad
i Mowkends of Anichayiy’' My ) 2008
Accroed wall com 1058 408
Aocrund axponsoe 17d 1-T4
Sattlamaonts with mordy Fnnsior sysiemns 134 160
Ottt 134 -
Talal olfer Bnancial labllives & [ THd

Raler {o Note 28 for deciosuns of the falr value of each cass of oiber inanctal liabBses,
18  Subordinated Debt

On 2 July 2007 the Bank signed a subordinated loon sgreemert with the Deutsche Bank
Aktmngessliachal (regisiened in Germesny) in USD 10,211 (housand, Tha loan basrs marked lanest rade,
Principal s to be repasd on matity, which is 31 December 2014, Inferest i paid quaredy. starting from
3 August H00T. The debt ranks after ol obher crediicers in case of liguidation. The Bank & obliged 1o
comply with certain financial covenards stipulated by the sforementioned bomowing Al
Daceosmbar 2008, managament beleves (hat tha Bank was in compliance with Dhose covenanis. At 31
Dipcesmbee 3008, The balance of the bamowing undes this Tacdity was LISD 10,223 thousand or ATM 8,222
trissaned {31 Docim bar 2008; USD 10,238 thousand of AZN 8,189 thousand).

Refer to Mole 29 for the disclosurs of the fair value of subordinaied debl Inderesi rade snabysis of
suborcenaded debl & dsciosed in Wobe 26. Information on related pany balences b8 disclosed in Mobe 31,




AccegsBank CJ5C
MNotes to the Financiad Statements — 31 Decombaer 2009

18 Share Capital

Humber of Ordinary Takal
iry roismndy of Aroriagand Manals ol nrding Bhbres

acapd for aumber of harss shares

A.I:‘IJI.I'I.II','E'[HH 11,000 11.000 11,000
iy Shrme maued 2000 B.000 £, D)
At 1 January 2009 20,000 000 200 )
MHemd SPurns sl - - -
AL 31 Dacambeger 2000 20,000 20,000 20,050

The tokal authorized number of shares s 20,000 thousand shares (31 Decomber 2008 20,000 thousand)
with a par valpe of AZN 1 per share (31 December 3008; A2M 1 per share). Al ssued ondinary shares
are fully paid. Each shara canmes cne vole,

As at 3 Decamber 2008 and 3008, the following shareholders owned tha issued shares of the Bank:

3 Decembser 2009, 11 Dwcembar 2008,

Chnars % of sharahalding % of sharahplding
Inbgrruiiceanal Finanon Compmion 0 2000
Black Saa Trmds 35 Davalagmanl Bamic M 20U
Horesila rddal fir Wissderaulbaw .00 20000
Eurcpaan Bank for Recorsinucion and

Darvasiopenieni .00 OO
ArcessHolding 16.53 1653
LF5 Finpnciy Syslores J4T AT
Tots 100.0 1800
20  Imterest Income and Expanse

i thosisands of Ararbaian Manals i) 2008
WFilaraat inComs

L i athvances 1o cusiomen: GE BT 458,082
Do from offer banks 1. 507 =
Irvvasimonl seowtas pvalabla for sabe E T BT
Todal interest income 68158 45471
Inisrest sKpense

Othar Bormowad fursds 13411 10,207
Toam deposils 420 1377
Tam placemants of other banks 158 .
Sessrdnaded dabl B33 561
Total inberest sxpanis 18,733 12,545
Mot Inferest income 45,485 Jpas




AccezzBank CJSC
Moted fo P Financiad Stafaments — 31 Doecemibsor 2009

21 Fow and Commission Income and Expensa

iry Py eande of Apprbuiand Manals rae i) 200&
Fieh Bfed Cofmimisaion incoma
= Sl Vo Raaciorg 3T ZTa
= Commission income on purchase or sale of foreign cumency 147 = c ]
- Cash collection 132 B5
- Guparanings msyed &0 17
= Othass T a2
Total fee and commission Income THT 523
Fee and commission expense
- Plaslc cands TE 28
=« Cash tranaactions 4% 125
- Spfamen Fansactons a8 3
= Oithapr a4 10
Total fee and comenission expanss bal 200
Mei few and commisskon income 5596 323
i  Administrative and Other Operating Expens as
e Basapiaicts of Apivibaaanl Manals 2005 08
Stall costs 16,555 10,356
Adenrtising & markaling snvices. 1817 1,147
Frinting, stationoeny and offics supolos 1314 1,004
Dwpenoiation of propaerty and equigement 1" 1,091 a1y
Fori] con QiTca promises. 1,345 1071
Fipaer pnd maivianancy 1,158 aor
Bacufity Serachs R BEF
Servics and mambarship lees B 1,000
Tra 514
Softwar [IOQMIT SUPCO Mpansa 5rh &
fregraalion of softeam i 473 =0
[Busirsiein (rarvdl fagsnish 152 143
Lidtins 134 a7
Dhpoest Insurance Fund fees 110 34
Oithar 551 43T
Totsl wdministrative and other oporating aXpanses aTEma 1E0T

included in stalf costs are social security contributions of AZN 2915 thousand (2008 AZM 1,837

thiousand].

ar
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23 Income Toxes
income tax credil recorded in the siatement of compretsndbe inoome comprises. the following:

I encannrs of Arschesand ko 2009 2008

Cumont [ oEpanss 8 2015
Defered ta [cradilychargs ) a3

Incame tax (credilfcharge fof the yeat () 2838

The income thx rate applicable {0 the majority of the Bank's income during the year endad 31 Decombaer
2006 & 2% The reconciiation betemen tha expected and the sciual faxation charge s providesd below,

in Ihousands of Asarbagani Manafs 2006 il
Pl bafore tax 10.0ET 13413
Theoratical 1ax charge ot stefuiony mbe (2% 43540 - b
Toa ol o pasirmarss Gffaroncas 104 T
Curmranl income lax Eabdity nof sccnesd dus 1o throe-year inx hofiday [, TBiy =
Aevemal of an affect of teempomary diffoenoos dus o three-ges tan

m" ;m =
income tax (creditycharge for the year (1] 1958

In the year of 2008, & new lew on "Stimulalion of Increasing he Captalization of Banks. Insurance and
Peinsurants Companes” wiss anacied. According to the law the prolil G rabs for backs, inserancs
rEmSUEcE COMmpanies s meduced 1o 00 for hrea Frecal years from 1 Jenuaey 2009, whene all profils ane
ralmaned within the business and ramsderred b0 the regisiered chafer capital. The managermen] did nol
accrie any curmEnt incoms taa bty for ihe results of e year ended 31 December 20089 based on s
nhsntion o benafit from the pronsicons of Lhe las. The current iacabis profil which (s iransfemed o (he
wharg capital is AZN 21,800 thousand, (2008: nd)

O 19 Jusne 2004, the Republic of Azerbaljan reduced the siandard corporade income tax rse from 22%
1o 2% with eflect from 1 Janwary 2090,

Diffprences bobsmen IFRS and siatulony tmxation requiatons in Agerballan ghoe rse o lampomey
diffarences between tha camying amount of assets and liabilnkes for financial reponing purposes and their
tax bases Due io (he ihree-year tax holday noled sbove, the net deferred tax liabiity of AZN 12
thousand oulstanding as &t 31 December 2008 was fully reverssd during 2009, considering the fact that,
all thoss lamporary diferences would hove reversed by the end of the tax holiday pericd, The tax effed of
he: mivements in these iemporany diferences is detailed balow:

1 January Credited! I Decembar
2008 {charged] to 2009
I Faocians's of Aparbadan L anafs profi of loss
Tax effect of deductinlel tnxakds | emporary
diffarin cas
Propasy, sguipmant and intanpbio Doy (18} 18
Cithar laksiBas & (5]
P chaferred Enx mmaed [ [Hability) (12} 12 -
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23 Incoms Taxes |continued)

in Mousands of Arschajan Manats profit o koss

Tax effect of docucsibla/| tanable} temparary

Proparty. scunment snd Fiangiie assets (1) o (18)
Net deferred tax asset / (labdity) n 143) (12

24  Eamings par Shan

Basic eamngal{loss] per share are calculated by dividing (he orofil of loss attribuiable Lo equity holders of
the Bank by the weighted averags number of crinary shares in issus during the year, exciuding reasury
shares,

The Bank hias fo diulbve potential ondirary shares; thetofore, the diuled sarmings pit share egqual the

in Mowants of Afachafan' Menals exiesd o mambey of shares 200§ Fiei]]
Pl Sk el el LU LM 85 Githnary Shimn ol 1R 455
Wisighied avispqe mamlss oF coiEnary S in. fesuss (fimeaands ) 0 LEK] 5844

Baskc wnd diluted profi per oodinary share (expeesssd in
AZN pi whare) =X ] 088

25  Segment information

The chiel operaling dectsion maker, the Maragameni Board, redsews (ha Bank’s intenal nepaning which
primanly compriss (e information propared for IFRS roporing plrpobes in onded 1o Bssass fatiorrmsds
and alocale resources. The operaling segments have besn delermined bosed on ithese repons as
Tofloas:

. hiicrn — Micro ioans up 9 AZM B thousand Eaued o enterprsas for corparEle puposas;

. Trust — Micro lpans bebwesn AZN B thousand and AZN 16 thousand mseed o enismprises (or
COFQOFELE PrpOSES!

. SME - Loans above AZN 16 thousand msusd io smel and mediuim snMeipises fof oorpofals
e Direns,

L Ratad - Consumer inans issusd and deposits atiraciesd from ndiacuals. and

. Sialf Loars — Loans issusd o amplayesd of thi Bank.

For the purposes of (hese fmancial stalements the Bark aggregated Micro loans with Trust loans
called this reporiabie sepment as "Moo’ and aggregated Retall with Swff Loams and calec
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25  Segmeni Information (continuad)

Thae Managesmant Board sssesses the parformances of the cperating segments based an 8 messuhe of
Edjusind profl before income lax. Ths maasurement basis exciudes the sfiec of cetain expenses from
e operabing segmants &5 daciosed in the relevanl reconciliafion below, Other irformation poovided b
the Manspemen] Board is measured in & mannher corsiten with (hal in these fnancal stalsments,
eoepl for the ibame presonted in the relevant reconcliation balow, The reconciling Bems are menagod ai
the Bank level and am not allocated (o Bw segments Tor managament andier reporing purposes.

Sagmant information for tha reportable segmants of tha Bank for the years snded 31 December 20060 and
31 Decambar 2004 is sol oul below:

dn ghauksnds of Arnriadmni Manats Micro SiAE Fetad Total
Year ended 31 December 2009

Exinmad mevnuss:

= imisasl nccens 40 280 21,7040 4 B 6, 56T
= Fe mrd commission incoma . . THT TET
~ O ppanaing nooma - - i1 xa9
Fprveriss om eximmal clssirmars A0, 250 1.706 57T BT.T1a
Exiimal axjansag

- imiomosl arpansn 0,760 FIETd 1295 18,733
= Fitst ard Covmmission aapanse - - m im
- Provisicon for loan mpadnmme| T 350 1284 85 2,505
Exponss fom exismal cusiomes 11,008 2358 1,535 21,503

Adjusied profil befons non-segemand IRcoma,
admirigiraive and ofhar expenss and Income

tax 20,240 12,748 4343 45,2389
Tolsl EERGlS fepomed 123,304 5978 183417 133,680
Year anded ¥ Decembar 2058
Extomal fovanues:
« Imiere sl oo 24,277 17,328 3489 45,092
< Foy el COMITERSa0n InLoema = - 523 5E3
= CEFel SRAEENG MCOma - - 151 sy
Riverus fram oxinmal cusomans 24277 17338 4,183 A5.pER
Ewireiad g
- el BapOnSsa 5703 5827 1015 12,545
- Fiah @ COMPRIGRInn Hepinss - - 200 200
Fﬂmhmh'hﬂmh'mﬁrr-'l GG BER o 2118
from ewiemal cusioma s 6,629 8,815 187 14,861
profit before non-segenernd income,
and ofhar expense and income
tax 7. 048 10,511 2544 08
Tetal stels foporind T4 572 TReTT 13,120 1E1,B68
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25 Segment Information [Sontlnued}
& neconciistion of adusind profit befors income tax o intal peofi balom income B s provided sa fofloss:

Yaar ended Year ended

dir ifousands of Azerhajan Manss 31 Decombaer 2009 31 Decambasr 2008
Affusled profit befors non-segesnt incoma,
Bdemimiatrative and olled sxpands and incoms e A8, 145 08
initneet inooma 1,63 a7
Agdeninisiradivi and Sfhis DESIing aepares it.879 18471
Prafit bafors incoms s 18842 13413
I tenraang's off A Bertucan Marss 11 Decarmbar T30 31 December 2008
Total segmant asests Z33 55 163,655
1Cash and cash pouivaierts 45 55T 18,380
iandaiony cash balancos with CEBAR Zad 5
irreastmants aadabin for Baks 40 55663
Dug froem othor banks Lk #0) il
Irnvadlmants socurilion il © Mty - 125
Propory, plang snd aguipmant 1.1 fiq27
Il wsats 1.5 urv
Otfunr Snahizsl psols a2 163
Cthesr assets Ay G1E
Total axsats por statamenl of fnancial position 304,772 193,815

The above segment informaton i prepared i USD and then comvened inta AZN for the purpases of
ihése financial stalements. The balance shesl (ibms afe trarslabed using the oficial exchange mio as of
i fepofling date Management believes thal the caxchangs raies used to tanslade ncoma and
BxpoiSes approximabe the exchangs raies at the dabe of respactive mnsactions.

Aa ine Bank's all operations are camied oul in Azerbaijan, the Bank doss nol provide peograghical
infermation reganding s segments.

The Bank does nof have any major cusiomer thad [t relies on as prescribed in FRE 8. Thorofora, b
Bank does nofl provide additicnal ifformaltion on major cusiomars,

i
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26  Financial Risk Managemant

The Eani has exposure 1o financial risks which include cradit, houidity, maroel and operafional risks, The
tmbding of risk is imegral to the Bank's business. The Bank's rak management funchan’s Bim & 16 achiess
an approgiabe balpncs betwean risk and return and lo manimize polerdial adverse eflecis on the Bank's
firsamcial paonmancs.

Ritk Management Framawork, The Mansgement Board & the primary body responzible for the risk
mansgement function in the Bank. The risk managemant funclion s carmied o in respect of financial
rsks (crec®, marked, and Ggquitily risks) and cperational reks. Financhal risk comprises mamet risk
[cluding curmancy risk, inlsfest rate risk and other price dsk), eredit risk Gnd Bouiddy mk The primdarcy
oigeciyes of the financial rigk mansgemand function of the Mansgamen Boand are (o establish sk limis

managament funclions ars nended 1o snsimn phoper functicning of Ml polickes and
miimeas operalonsl g legal risks

The Bark's sk mahasgemen methodology, polices and assesamen procedunes ane desigred to identiy,
analyze, mitigate and manage the risks faced by the Bank. muh-mmmmmma
appropriale risk limEs and conirols, whilst snsuring sultable montoring of risk evels ard compliance
hhhﬂMmmmmmﬁhmmm‘Mnﬂm
rewiwaed regularty o reflect changss in market conditons. snd new products and serices offessd. This i
lo ensire that ‘hesi practices” pre implemanied in the Bank.

:"

Risk Managenrent Bodies and Governancd Risk mansgemen] policies snd procesaes afoand 1he
gsamnament, approval, moniloding and cootrod of risks ame parformed by @ numbes of specialived bodes
within the Bark, incluting commitless and deparments which comply wilh the requiement of the
respactyve Azertaijan lows, the CBAR requialans and moustny st praclices.

Tho Supervisory Board hos overall responsdility for the oversighi of the ek managermend framesork.
Thes inchsdes the managemant of key take, along with the review and approval of risk management
polices and key ngk ienits such as kirge exposures, economic ond product secior imita. 1t also defegates
Cefthin fisk supanaion authofity leeels 1o the Managemen] Boand, the Risk Management Commitiea, the
Credit Commities, mnd the Asse! and Liabdity Commities "ALCO").

Orrerall moles pnd resporshiliies for the sk mansgemend framiesork ane shosn baioar

Reaponsibiny aras Diochulen-mading by Estistustivig Wi aegivisiniid
Freparalion of policies and peooRiunes Lignpgarey] Baprd-leaoad Figk

resgartiing Risk managamsan s ngament Commitios

Myt e Bcquiichity rise ALCD T

Crodil, cowntry, conceriralion sk Brsk Commifles Croos

Opemional nsks Mmnngoras Boand Eand's Depaimonis

Crodit isk. The Hank ke of Sxpoture 1o Ghedil rigk, which & the risk 1hal oma party 1o a fmancial
instnumend will cause a Bnancial loss for the other party by faling to discharps an obligation. An exposure
b credi risk anises a5 A resud of the Bank's landing and olher iransactons wilh counterparies ghding rige
to financial assats including lkeiihood that borrowsr oF counlsrpanty fais 1o mest ther ohigatlions i
sccondanca wilh agheed 1arms.

The Bank's maximum exposuns ko chedit fsk is reflscted in the carrying smaunts of financial assets on the
balaros theet. For guaranbees and commitmeants (o exiend credit, (he maximum moposure b0 onedi risk is
the amount of the commitment. Rafer 10 Node 28, The oredil risk & mitigeied by colalersd and olher oredit
enhancements as disclosed in Mola G,
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28 Financial Risk Management {continsed)

Thee principal credit risk management methods wsed is doscribed in the formal Credit Policy adoplod and
implermanted by the Bank. Thess include the satling of Tmits and the dversfication of the cradil porifolio
based upon defined criteron (such as industry, duration, related porsons, region, etc. ). Credits will also
b classfiad gt infilaton and throughout the e of the loan based upon & risk kvel determined using besi
praclics rEtng Syaiems Sush ool will alio be used to establah spoopriste provisions for polential
losses as necessary, All restrictions and norms msued by the CBAR, related fo lending operations, have
also bean carefully considersd and embedded ina the Bank's Credit Policy.

The general credil risk approvsl structure, for cofmporals |eagal antties, privade individuais and firanoial
organisations, & as follows:

For secured (oans;

= The Superdsory Board noviews and approves limits ahove 3% of the olal stabdcry equily up to a
maximum limit of 20% of the tolal siatutory aquity for ol lpans and meets on 8 regular basis;

= Thae Credit Committen reviews and approves. all limis badow 35 of tha tokal stasufony eguily. Tha
Credll Commiites meals on a reguliar basis,

The Bank uses foemaksed internal crodt ralings 10 monilon sxposunes. 1o credil sk The Bank's credl
depariment reviews bgeing analyails of oulstanding loans and Tofows up on pasi due balances

iheredore considers il appropriate 1o provide ageing and olher information aboul credE risk
gy disnciossd in Moles B and O

Crodfil risk for off-hatands shas fnancesl insinments s defmed S ihe posabilly of sistainehg o bas s a
mHMMMIMIWIMMMHWMWMIdW

Markel rsh. The Bank taked on exposune fo mamel rsks. Marked rsks anse from open positions 0
(&) cwmoncy, (b) inberest e and (o) equity products, all of which are exposed 1o

market mowements. banagement sefs limis on the value of sk that may be accepied, which s
monkored on 8 daily basis, However, (he use of this approach does nol preven] kbeses oulsids of thess
Ihﬁ.nhmumwﬂimﬂﬂmmmh

Curranmey gk The Bank is exposed 1o the affects of flusiuations in the prevailing losalforegn cunfendy
exchange rates on s financiad poation. WMhmuuﬂmmhrwm
rades will affect 1he Blank's incoma o the valiss of ity porfclios of firancial instruments.

The Bank uses every sffort 10 match is sssets and lablites by curmency. Exposum io foreign axchange
risks faced by the Bank are also limited by the CBAR normative requirements, which place a 10% of

capial Fmit on opan positons |n amy single foreign cumency and & 20% open lma on &l foreign
CLITBOCES.

fn rsapest of cuirrency risk, management sets kmils on the level of exposuns by currency and in tolal for
bty erveiighl and intra~tay postions, which afa monionad daily.
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26 Financisl Risk Management [continued)

The tabie below summarses ihe Bark's exposure (o forsgn curency exchange rale fsk at the bakance
shest dabe

At 31 m% L D-rﬂmb-lrﬂﬂ:-

ionetary  Monetary Baiance iorElary Monetary nalance

i ihpusancy of Rnancial  financial ahest finamcial Finanecal haeint

A fev Bl M arsals ARBALE i bl e el BT aRAlE Eabildies pEatica
Arnrbafand Macat mare £l 820 A5 258 50, B 2 81 B L]
S Dollars 198,745 198,029 (2841 128408 133,230 {4,831 )
Eiroy 2011 A5 11.585]) LMa 2005 {1.235)

Cihar 224 i 218 o 5 L[

Tedal 0,698 2T A5 3,205 1T, 158 188 8580 bt B L

The fellowang labie presenls senstivties of profil of Ioss Boe equiy 1o reasorably possible changes in
exchange rates apmlied at (he balance sheet date. wilh all other varables held constant

Al 31 Decambssr 2000 AL 31 Decembar 2003
dn thousands of Arevbagery Manats impact on profit or ioas impact on profit of loas
UE Dol strerghaning Iy 10% 28] el =]
LIS Dol wiibuirsng By 10% Fi: | AR
Eur strengihening by 10% (188 itax)
Ewrn waskaring by 1 155 122

A irvasiments securites avalabls for sale as 8l 31 Decamber 2008 and 31 December 008 wers
genominated in AZN, theralons, any reasonabde possiile changs in exchange rales wolld nol have amy
HFIpEL o ety

The éxposune wad caiculaiesd only for monatary balances denominated in currencies olher than (he
furctional currency of the respecthae endfty of the Bank.

inferest rate sk, The Bank takes on seposure 0 e offects. of fuctuations in the prevaling beyveis of
markel nlerest rabes on s inancial position ard cash News. Inbeest mangine may Incregse &6 @ resull of
such changes bul may reduch of create |lokses in the evenl thal unepected movemedls SEse.

mugrioes on o dally basis and seds Bmits on e evel of mismaich of inlerest rals reprcing
it may Da unaariakesn
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28  Finmncial Risk Managemant [continued )

The iabls below siEmmansss the Bank's exposure 1o Inderss! rate risks. The table presenls the
aggregated amourts of the Bank's friancial sssels and labibes al carmying amourits, categorsed by The
warlier of contractual irerest repricing o maturty dates.

Demandand  Fromiis  From&io  More than Tatal
loss than 8 manths 12 montha 1 ymar

In Mocsands of Amrtagans Manats 1 manth

31 Dwcamber 2009

Total francial assats B7.880 B2.TAT BaH 80800 200,638
Total francial labites 17635 74,440 37643 117835 34748
Mt intarsat sensitivity gap ot 34

December 2009 50,345 18297 21,408 (57,035 43,208
31 Dwecsen beisr 2008
Tostal frumncial sl M.313 55,738 48,640 48504 ABT05
Total frinicial fuktrittoss 77278 26,790 14704 a2 158850
Met intarest memsiti at 31

I suos i e 26,585 28,048 3830 (81,124} 28,348

Al 31 Decomber 2008, f iniemst raies 3 (hai date had boen 100 basis poirss lower (2008 100 basis
points lovwor ) with A ofher varables held consdant, proft for the vear would have bean AZN 405
ihousand (2008; AZM 1M thousand) higher, mainly 85 5 mesull of iower inderes] capenss on variadiea
interesi labilities. The mpact of & reasonably posslbéo shiff in marel inbemest rales on componenls of
ity pthes than dua to the effects of the chandga n prodil on retained sarmirgs, woidkd nol be significant.

it inbarest rabes had bean 100 bass ponts higher (2008 100 basis points higher), with all other variables
hedd constand, peafit would haes been AZM 405 (housand (2008 AN 320 ihousand) lower, maindy as a
resull of highes inberes! expanis on varabie el Eabdites The impact of & rebsonably possdile shil in

marel nlenest rales on componenls of eguity, other (han dus 1o the effects of the change in profit on
relmned sarmrgs, would ot be sigrficant

The Bank monitors interest rabes for s financial instruments. The lable below summarises effective
ileresl rabas, mohaling the effect ol any lees. commissions, and | of lax liabiibes {hat may be payable,
based on reaots reviewed by key managemant pereonned:

I December 2000 11 Decemnbar 2008 .
in%pa ATH LF&0 ELfR AN LisD EUR
Annets
Dhusy Fresm lhar hanks ] TI7 - 12.62 - -
Loans and gdvances o cusicenam Xh.al hord i = 34100 3300 L
impesimant sacurios avaiabia for

LhL. 4,10 - - 853 - -
LEakfiias

Term doposts 10,58 1054 6T 1300 1239 .00
Term placoments of other hanks . 105 . - . .
Cwr oo funds 1205 .20 - 1200 e -
Subgerdinabid e - 1.1 - - 1111 -

The akgn “-" in ihe table abeve means thal ihe Bank coes ned ke ihe respecios assats or liabiliies in
the correspending cumancy.
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26 Financial Risk Management {continued)

Geographical risk concentrations. The gesgraphical concertration of (he Bank's financial assets and
liabiithes a1 31 December 2009 is set oul below:

dn thougands of Apprhaand Menals Arerbaijan DECO  Mon-DECD Tedal
Assals

Caih and cash aguivalants 40852 SATE 419 46 56T
Mandaiony cash balances with the CHAR 253 . . 283
Ciua from offnr banks 2428 e - SE2E
Lo @l Bdvisncas b cusiomans 433581 - - X3 6AA
Irrrasimant securities availabls for saky a0 B . Al
Other inancial assats - 142 146 283
Todal financial sEsats TE4 454 5,619 585 90 658
Linbelini as

Diusis by othisr hanks 4 - 3, 0% 3,005
Cusiomer acoounis 4 8595 . - 64 955
Other bomowod furds . 152,333 16, TET 169,120
Cthar fnancial Rabidities £ 040 &7 - 2107
Substerdinalid debl - 8.1 . 8222
Total financial Enbilites &7 Dad 160,85 18, Tl AT A5F
Het balance shoed position 2T 413 {155,003) (19,205) 43,205
Credit relaied commitments 4B - - 482
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Z6  Financial Risk Managemant (continued)

The geographical concentration of the Bank’s financial assets and liabiites a1 31 Degember 2008 i sat
ORIl BeBloenT

dn thousand's of Arerbaifnd Manets Azprbaijan HNon=-0ECD Tistal
Agpali

ﬁlmﬂﬂuﬁm 13,188 2.T45 &£27 16,360
Elandaiony cash halanois with CEAR 0as - - kL]
D T ol Binks 20 - = 20
Loans and advances o cusiomer 163 6ES e a 163,685
Irrvesimont sacurities avadabi for sale 5,863 - - 5,863
Irrrasimant secyrnities Feid b maturity 125 - - 125
thar Srandl passts i 50 11 i ]
Todal financlal assess 183,962 2,75 438 187 188
Liabdizies

Dhiin 'l pthad hanks 4 - - 2
Cuslormid BCoDinks 21.85F - - 21853
Cithasr Boimoranisd funds - 110,553 17,518 128051
Other Snancal kabidbos RS - 167 TES
Sidtcedinmng dobt - 8,189 - B, 165
Todal financlal llabiitiss 12,443 118,732 17,685 158,850
Wt Balancn whaed position 161,51% {113,827 (17.247) ik L
Creedit relnind commitmenis 113 - - 113

Azsels, liabilites and cradit related commitments have ganerally been based on (he countny in which e
courilerparty s kocated. Balanoed wilh AZerbagan counberparies achually cutstanding toffrom off-shone
companies of these Arerbaijan counterpariies are allocated bo the caplion “Azerbaifan”™ Cash on hand
and pramisas and squipment hive been alocated based on the country in which they ane physically held.

Liguidity rigk. Liguidity risk is (he rigk that an enlity will encounter as a result of unavailability of funding
difficulties in mésting obligations associated with financial liabilties when they fall due. The Bank &
aupased to daly calls on its avallable cash resources from ovemight deposits, curment accounts, maturing
deposits, loan dravdowns and guaraniess from margin, The Bank does nod mainiain cash resounces o
msat all of these needs as exparience shows thal & minimum level of reireestment of mabusing funds can
be predicied with & hagh level of certainty.

The day-lo-day bquidiy management is paformed by the Treasury Department within a comprahensive
framenwork S8t by the Assets and Liabilties Committes, and monitared independantly by the Management
Board, The Bank monicrs and reports liquidity risk daily, paying particulas atbention to ensuring that thars
arg optimal levels of cash and cash equivalent Instruments fo fund increases In assets, unepected
decreases in |labiinies, as well as meeting legal requirements, while optimizing the cosl of carrying any
excess hauidity.

To manage liquidity sk, the Bank performs daily monitoring of future expected cash Aows on dients’ and
banking operations, which forms pan of the asset and Eability management process. The Bank also has
it comply with minimum levels of Bquidity required by the CBAR.

The Bank seeks 1o maintain & stabls fending base primarily consisting of amounts due fo other banks,
corporate ard retal cuslomer deposits. The Bank rvests the funds in diversified porfoios of liquid
assets, in order b be able 10 respond quickly and smoothly o unforeseen Bguidity requingmanis,

4T
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26  Fimancial Risk Managomant [continued)

Thae liguidity managemant of the Bank feguires considednng the leved of liguid assels nocossary 10 seife
obligatons. as they fall due; maintaining sccess to a range of funding socurces: maintaining furding
contingency plans; and monicring balance sheet Gquidity ratos sganst reguiatory requiremends. The
Bank ealesilptes matant ligudity rato on & dally basls In sccondancs wilh the regulement of the CRAR
This rafio 8 caulaisd as the raio of haghéy-liguid asssls b Eabiliies payable on damand, The rala wal
273% at 31 December 2000, whahaas 1he MiniMum pefcantage requined by 1he CHAR B 30%

The Treasury Department receives information aboul the bquidity profile of the financial assels and
lighilitips. Tha Treasury Departmsnt then provides for an adegquabe portfiolio of shor-lerm Bqusd asseds,
Langely made up of shori-derm lguld rading securiles, daposiis with banks and cther injer-bank facilties,
M dspeiuire hat sscfficienl lipu ity s missrinirad within (he Bank 88 & whihe.

The ladile Bebow shows geets and Bxbdites 2 31 Decamber 2000 by thadr pemaining contractial maturity.
The smours discloasd (i he malusty labie aré the conbfachial undiscouried cash fows, inchuding
cgntractual @mounts to be sechanged under gross loan commiiments. Such undisoounted cash figws
differ from the smownt incladed in the balarce shont bocousa the bafance sheal amount & based on
discounbed cash flows.

When the amolnl payable s nold faed, he amount dscossd &S determined by refenence 1o the condilions
exisling al e reporiing dale. Formgn currency paymands ore trarmialed using the spol exchangs rate at
the balance sheal dade

The maursy snalysis of fnancial irstremants 88 31 Decamber J000 = as folows:

Demand From1ie Froméio From Oronr 5 Total
and less @ months 12 monthae 12 months PEArE
thian to § ynarn
Iy rvsEnmTE ol Manara 1 mangh
ARgEtE
Cash wndl Ehil Squivaie £8.567 - - - - &6.587
feststsryr with thay CIRAR - . 253 53
D froem othor banks 3.8 a4a72 - = 20 10,067
Loans and MIVINCas 10 CusSoemins 176683 B3 3040 BEIRD  10E2E 2,185 e ITI
Ivesimand secuntias avaiabia for sale - - - - 40 40
Oeheie el sasaln 89 - - - - 289
Tailal 68,134 89,581 BG290 108,628 408 365,558
Liakisies
D iy cbher barks 2 3085 - - LosT
CUNIETGr ECOUTEs 13,587 13,084 30 820 13036 - 70,067
Ooahaie npmonangsd funas 2,102 21,508 18280 184835 a2 197 458
Dot Fronncaal Badel Bee TA07 - - - - 21aT
Suboidinaled debi - 455 455 14,841 . 42,751
Financal guaranines 4] a3 M0 - = A3
Total pobential future paymants for
financinl obligatians 17.BET AT 028 21,528 1,512 kv S85.042
il freem Bnancial
I.lqumlﬂ"' e 50487 82,058 4768 (89.EBE 2,136 Te.537

Eumulative liquidity gap BOMST 2522 WATEET  TTAM TO.537
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26  Financial Risk Maonagemant [cortineed]
Tha matsity anabyss of financial instruments at 31 December 2000 s as foliows-

Damand From 112 From 8§ o Frosm Ol Tital
mnd ess & monthe 12 monthe 12 moeths ]
tharm o S ymars
Jt oy of dmckmiion Moty 1 month
Aszats
Cash and Cash 16380 = - - 16,360
Mandniofy fdarvas Wi the CEAR - - - 5 s
Ciua from othar s . - - - afy =0
LS and SdvRnDEE I Cuicemnn 11,553 B0 15T £0,157 B3 e 2551 8EH
MrediliMand Secufilis fvadabla for aak 5553 - - - = 5892
rrvesimeants hald 16 madunity 128 - - - 126
Cihar financial naseds 1565 . . . - 183
Tizinl 34495 80,152 0,187 EL 262 3668 240,776
Ll p
Dt 1 banks 2 - - - = ]
ROCOUTS 6 5as 4133 6,485 822 . 23238
D hoimoraed fonds = i 12,188 118277 2477 TEAATE
Oisar frupncinl kabdlios TEh - & = = TBE
Saborinmiod debd - 454 454 11,820 54 13,162
Financal guaraninoes . 113 - - = 113
Total pabeniisd fufiere paymems for
financial abligations 7T el wAm  1ITe AT 1T
Lbsgii arining from financial
....!i'".’.ﬁ TETHE 49,156 41088 (4BAST)  (£1.503) 48,008
Cumulashes liguidity gap o B T3 0T 118,078 ar. 2ty A, 008

Liguidity requinaments 10 support calls uhder guaranises and standby' lefiers of credt are considerably
bess than the amound of e commiment disciosed in ibe aboee malurity anatyes bocause the Bank doas
o pererally expect the third party 1o draw funds under the agresment. The jotal cutsianding confraciual
ameunt of commamenis o exiend credit 85 Included = the above malunty able does not
rapresant fulune cash requirements, aince many of (hese commiiments will axpine of eminale withoud

Besng furded.
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26 Financial Risk Management [continued)

The Bank does not use the above maburty analysia based on undscounted contractunl malurises of
katslities to manage liquidity. Instead, the Bank monfors expecied maturiles and the resulting expacied
Bquidy gap as folows:

Damand From 16 From B o Fram Crwas § Todtal
H-I & manths 12 months 12 montha ldes
o5 yeurs

frr faocesandls of dsermiisd Manafs 1 rlurﬂ'r
Af ¥ December 2059
Financisl nasnis L 3,Tav ER.241 55,660 1,140 250 558
Pl kalass 17,534 38.410 4T 201 TS i T4 24T A5
Maf liquédity gao based on especied
maburithas 50,348 L 21,780 (&6, 024} BE& 43 305
& 31 Decermbar 7008
Fiancial pagats 34313 55,738 45,640 & 453 2,041 187,185
Financisl skl T30 10207 17823 LU L i el 188 550

Mt lquiclity gag based on sxpecied
matarities 2,883 4551 T (80,033 (14854 78348

Tha abcnie anaiysls Is based on oxpocied maturiias. The entire portiplio of trading securities s thamlone
classified within demand mnd less than ore month based on management’s assessmant of the portfolo’s

reainatiity

Thea matching ardior congrolied mismalching of the maiuritbes and ntores] redes of sssels and |abdibes: &
funaameritsl io b mansgement of the Banik. Il B uresusd fof banks aver 1o be complatsly malched since
beiginess iransacied & often ol an wneadan berm and of difecent iypes. Anunmatched posibion pofentially
eafihalnced piofitabdily. Dol can B0 oreass el riak of losses The imaturites of pSssts and labiites and
the abiity fo replace, at an sccepiable cosl interest-bearing Babdites as they mature, are important
faciors in assessing s liquidity of 1he Bank and ks expasurs 10 changes in interest and exchange rates.

Managemer believes thal in spite of a substantial portion of cusiomer accounts being on demand,
divanification of these depoaits by numbar and type of dapasions, and tho pasd exponsgnos of tha Bank
widd indicade thal these customer sccounts provide @ ng-term and siable source of funding for the

2T Managameni of Capital

ThmmﬂmwvaMmﬂwm s capital are {1y 1 mrrlmrwm capial
recuimemands. sal by the CEAR and (i) 0 saleguard ihe Bank's abBty o conlinue as a golng conosm.
Compliancs with capitsl sdecquacy ratos sal by the CBAR 8 monfiorsd monthly wilh repons outiring thes
cadriiation reviewed and signed by the Finance Dinector, The other objectives of capiial management are
evaluated snrualy
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27 Managemont of Copital {oontinued)

Linder the curmend capital requiremenis el by (he CEAR banks have (0. (&) hold the minimum level of
total statuiony capital of AZMN 10,000 thousand; (b) mainkain & ralx of regulatary capial 1o ek weighled
assels [statuteny capiiad rato™) &l or above & preserbed manmum of 12% and (¢) mainiain a reile of ter-1
capial to the rsk-waighbed assels (the Tier-1 caplial ratio’} a4 or abowe the prescribed minimum of 6%.
Regulatory capiial is based on the Bank's reports prepared under tha CEARs reguiations and compraas.

1 December 31 Deceamber
i Pousands of Arechagani Manats i 200E
Fesl aaais under Aderhiaias GAAF I3.2700 2Bl
L-uhm"mﬁ {40} [0
Less intangtle assats i1.994) (900
Fias siriulory incoms lor tha year 15 968 ] R
Phas gersistl provision ¢ impaiment AT 4,248
Pius subordnaing debt T Eas BATE
Tatal reguisery capaal £ /608 43,863
Tatal expitsl adeguacy rats 225% 23.68%

The Bank i5 also subject o minimum capial requirements. esiablished by covenanis stabed 0 loean
agreements, including capial adequacy levels calcuinted In acoordance with ihe requirgmants of th
Bawel Accond, sa defined in ihe Imesmational Cowergence of Capiial Measuremeni and Capital
Standarts (updated Apeil 1998) ard Amendment b ihe Caplal Accord o incorporale markel reks
(updated Movember 2005), commonly known 85 Basal | The composiion of the Bank's capital calcailated
in accordance with Based Accord is as Tollows:

s Mnnsaants of Amrhagan Marwds 2009 2008
Tier 1 eapltnd

Share capdal 20,000 210, 00y
Total Ber § Eaphia s1.788 11290
Total ter 1 51,785 1299
Tiaer 2 cacpitn

Prosviminn on ek wesghisd sasels 1678 2,144
Subordinated dabt #2300 B181
Less invesmants in fnancial inetfuticns (40} 140}
Total e 2 capital 11,2346 0,285
Tatal capital LT ol 4,564
Total capitsl sdequacy rato 26.2% 8%

The Bank complied with all extemally imposed capital requirements ibroughout the yeor ended 31
Diecember 2004,
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48  Contingencies and Commitmants

Legal proceedings. From lime to tma end in the nommal cowrse of busineds, claims agains the Bank
may e mcoived. On the basis of i own estimades and imemal profoessional advics management i o
e opEnion ihat ro material losses will be incurmed 0 espec] of dalms and ecoordingly no prosisson hes
bpn mibce i Mese financial stalemants,

Tax legicfation. Tax, currency and customs fegalation of the Republic of Aresbaljan a'e subject o
varying interpretations, and changes, which can ooour frequenily. Management's interpretation of such

5 3 . According to
ihe Tax Code of the Hmﬁhdhmhﬂmhulwﬁ;mhmhmﬁnwhmm

feapbet of thwes for (vee chlsndsr years procading the year of review. Undar certain iagsialive
circumeiances reviews may cover longer pariods,

The Bank's mansgesnani bebaves thal is inferpratation of the rebsvant legisiation & appropals and fhe
Bank's iax, curency and customs posiliong wil be sustained. Accordingly, 21 31 December 2008 no
provision for poteniial tax kabdites was fecordod.

Capital axpendifurs commifmonts, A5 at 31 Decamber 20006, the Bank had no capital sxpandiune
cammiments

Cipwrating lesse commitmaenis. As at 31 December 2000, the Bank had rno commemants under non-
cancellable leate agreements.

Complhiancs with covanants. As o 31 December 2008 and dusing the yaar than snded, thers wans
cowinanis thal the Bank should have complisd wilh, The Bank 8 subsct (o cefain covenanis nelajed
primarily 1o s botroeengs, Mon-compliance with such covenands. may fesul in negalive consequesncas for
the Bank including, growdh in Bhe cosl of borrowings and deciaralion of defaull As at 31 December 30008
i Biarik W in compliance wilh all covenants imposed by imMesmational financtal inssuticns.

Croalf refated commmiiments. The primary purpose of ihese insinenents is i ensure thal funds are
arvalinbla 1o @ cuslomer &8 required, Guarnniees and sishdby leflers of credil, which rephesent irevocabla
assurances that the Bank will make payments in ibe svend that & customes cannol mest its obligations fo
third parties, coery the same credit risk as loans. Documentary and commerncial leflers of credil, which aro
waitinn undertakings by (he Bank on behall of a cusiomer authonsing a thisd o draw dralts on tha
Bank up o a stipulated amoun under specific lerms and conditions, e by tha underiying
shipments of goods o which 1hey relaie or cash deposiis and theeelore caery less nisk than a drect
Borerdng.

Coenmitmenis 10 exlend coadil ephesent unused partions of auihorisations o edend eredil in the form of
loand, guarantess of lefien of credil With respect 1o credil fek an commitments. bo extend eredit, 1he
Bank s pobendially ecposed 1o 10ss in an emount equal Bo the tobal unused commiments, However, tha
ety amount of loss B W=l (fan the bobal unused eommitments since most commitments 10 extend cradil
are condingent upon customors maintaining specific credit standards. The Bank monitors the term to
maturity of ot relaied commiments bacause onger-term commitments generally have a groator
idpgree of credit risk than shoner-leem commiments. Cutslanding credh relaled commitmants and ther
Tk wiailueers B Bre Tollows:

31 Decambay 31 Decamboer
i dhousends of Arertadani Manay n0g 2008
S uaraih e 282 113
Total eredit relsled commitment £82 13

This eradt related commitmants were denomanabed in Arerbajjenl Manats ot 31 Decamber 2000, Tha
future undiscourdsd cash flows from credil relaied commiiments sfe equal 1o ATM 156 thousand {31
Decamber 2008 AZN 3 thoawsand) &6 al 31 Decamber 2009,
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29 Fair Valus of Finsncial Instrumsnts
fa) Fair velpes of Anancial Ingiruments carriod of amoriised cosf

A 31 Docember 2008, fair values of financial instrumenis camied af amorisoed cost approsemated o thesr
CRTYiNG vELIDS.

Fair valvs B the amount al which a financial instrument could bea axchanged N & current ranssction
betwien wiling parties, olher than i 8 forced sale of liguidabion, and s besl evidenced by an actve
quobed market price. Whene guoied markel prices ars not avallabla, ihe Bark uvsed valuation C
Certain valuation techniques required assumptions that were nol supporied by obsonabla market data

Tha feer value of unguoted floed Imerest rate instruments was estiimaled based on estimated fulee cash
Niows expecied (o ba receved discourded a8t curren nlenesl rates fof new insiruments wilh similar credil
risk and remmaining moburty, Discount rabes used depend on cumency, motunty of the instrumant and
credil rish of {he counterpary and wens as follows:

31 Decomber 2008 31 Decamber 2008
Duw e ofer banks
Shork-larm placormsnts with ottt bardos % o 1% pa T™io1d%pa
Loans and advances i0 customers
Loand 1o cusiamon - SME and thicra ans 6% 1o 16 pa. 16% I8 36% oo
Loars o Gsiconans — felnd iaans b indhadusis 12% o 39% puL 12% 1o 25% p.m
fmvestment securities beld io maturity
Risgss mokie of T CEAR e pa T pa
D fo oltver banks
Shof-lnmm placemsnt o athor Ganks B .
Carsiomay S COunts
- Tt capoils of milvidhinks 2% 0 20% pul. 1% b 0% pui
Oither bormpwnd funde
= T brrowings from companies/porsmmant aponcies A% o 13 % pa. E% o 12% pa
Subgwelinadod dobt
- Sl g dobt 1% pa. 1% p.a,

30 Presenation of Financisl Instrumants by Messurement Calegory

For the purposes of massurement. BS 30, Fnencs nstnemends; Recognihion and Messuramend,
cloasifies fimancinl sseeds Mo the Tollwing caiegonies. (8) loans and mecsivables) (b available-for-salke
financial assats; () financial assatls held 1o malufity and (d} financial assets &l fair value through profit or
ioas *FVWTFL"), Financial atsets ai fair value thiough profit or loss have teo subcategories: (I} essods
dipsignated as such upon intlial moognition, and (i) thoso classilied as hald for trading,
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30 Presentation of Financial Instruments by Measurement Category (continued)

The following table provides
categories 8% of 31 Decamber 2009:

a reconciliation of datses of financial assets with hess Fmassunsment

Loans amd Invesbmeant securities Tostal
Pt ahlas Avralaly bor dale
iy ocusands of Ararhaiani Manafs (thrawegh eguity)
ASEETS
Cash and cash sguivalents 45 56T = &5.567
mm&mmmmﬂ 253 - 253
Irvegtmanid Seourired Svalalhe for fak - Al 4l
Dwe fram ather banks
« Sl -fesmn placements with other banks 9828 - fa2a
Loans amd advances 1o cUSiDmers
- D lans 122 264 = 122 264
- SME lnana #5176 - a517a
- Ralad lnand i indiiduale 11331 - 11,321
« Sl loars & B2 - 4 420
Orher financial assots 28 - 205
TOTAL FINANCIAL ASSETS 280,818 40 200,658
MON-FINANCIAL ASSETS 10,014 - 10014
TOTAL ASSETS 300,732 40 300,772

The folkwwirg Lable provides & reconclialion of fnancial assels wilh e measuneman Cabegonies delinesd
in IAS 38, Fnancial Insfruments; Recognilion and Measuremend, as of 31 Decambar 2008:

Lomns and Irvestment Hebd to Tiortal

receiwables Securities Available for  maturity
Iy Meisands of ADvBaaan Manals Sals (through equiy)
ASSETS
Caph and cash squivadents 16,360 = - 16,360
Mandatary rederves with CEAR s H0E
fnvestrmend securitios avallable for sale - 5,863 - 5663
Dwe fromy other Banks
Shaorl-lerm placemaents with other Banks with
erigingl matefes of mom than thees months 20 - - 20
Loang and sdvances I3 cusiomirs
« oo koans T4, 572 - . 14,572
= SME loans TRATT - = 18877
- Redad knans 1o individuals 9,483 - = 9,883
- Saalf oo 3,837 - - 3837
lnvestrend gecurities held o maturity - - 135 125
Orher financial assots 153 - = 163
TOTAL FINAMCIAL ASSETS 181,207 5863 125 187185
MON-FIMANCLAL ASSETS 6.7 - - 61720
TOTAL ASSETS 187,027 5483 125 18315
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31 Ralwed Party Transactlons

Parthes are generally considensd o be refaled if the parties are undes common control or on party has
hﬂmmﬂhmﬂrmnmmummwu-mhm Mymmﬂm
fingncial or opprational decislons, In consldering each possibie relpled party relatiorship, miterdion is
direchad i the substmncs of ths relatorehip, nol meanedy th fegal fanm,

AL 3 Decambes 2008, the outsianding batances with relabed parfies were 83 Tolows:
ceiral e P

in Mouasnds of Arsvbagand (4onafs

Ceoss armoue ol loans and advancos io
cusiorn [coniraciinl intsensl min: 17 -ZF %) - - Sy

Dum iy Earis - 3.003 =
Curren| nooounis . . a2
Tarm dapoais ” - 205
Cifar barroesd Rinds B8 ) -

At 31 December 2008, the outsianding balanoes with related parties wern as foliows:

it MousamTs of Azerfiagan Manars Sharehciders Kary mansgamant parscnnel
Gross amouni of icans and ndvancns jo

CURTHN [CONTACIR] inbargs] g 12 -16%) . 15
Tarm daposss & B0
Ceeewr horroaresd funda 15 654 -

Tha income and expanss |bams with relaied parties for the year ended 17 December 2009 wers a8

in mocaants of Arevbagand kinnars Shnraboigers By A sgETa parsdihel
Inpst o - 3
imlonesl argHmsn 3020 X
Pumyrment fior managameni and softwan suppon 102 .

The income and expprse iloms with melaied paries for the year ended 31 Docember #0608 were as

it inooms . 18
BAS 20
T8 ¥

Iiisra s faun i
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31 Relsted Party Transactions (continued)
Hey management compensation (s presenbed below:

11 Decambar 2009 31 December 2008
Expanis Accrised Ezpsnas Astrued
bt INouanmds of AferBagaey Manals limbdli y Eability
Shart-dnr Baelea:
« Salares 482 a9 aay
Total 483 a3 3arT -

32 Eveonis Aftgr the Balance Shoel Date

Subsequent to the balance shest date, acconding to the decision of General Assembly of Shareholdars
hold on 27 Jaruay 20170 the Bank increassd &s shane capital from AZN 20,000 thousand to AZN 41,8040
ihousand by uliising &8 skahutory lacabls profil, 82N 21,757 thousand for the yaar ended 31 Degemiber
2005 and trarsdeming AZN 43 thousand from Rs mtained samings from peedouis years. Emission
procadures wene compleied on 10 March 2010,




oBalaken
Zaqatala

@

OGakh

Agstafa Sheki l’ »
Oghuz
O Gazakh o

c)Tovuz

Shamkir © @
Aghdash

Geranboy “GKhanlar  Yevlakh o U ar
Naftalan
ODashkesan =~ ©
Barda o
OTerter
OCCUPIED TERRITORY Aghdere o
° f
; Kelbejar oAgdam

Khankend® o

Laching Khojali

0 Shusha

\ Jebrail®
5 .
~ Gubadli

Zéngilgn

o Fuzuli

BAKU & ABSHERON BRANCHES

Head Office and Central Branch — 137 A.Guliyev St
20th January Branch — 1c A Mustafaev St

Azadlyg Branch — 97 Azadlig Ave

Babek Branch — 76c Babek Ave

Badamdar Branch — 34 Badamdar Highway
Bakikhanov Branch — 70 M.Fataliyev St

Bul-Bul Branch — 33 Bul-Bul Ave

Elmler Akademiyasi Branch — 4a Inshatchilar Ave
Khalglar Dostlugu Branch — G.Garayev Ave, opposite
building 126

Khirdalan Branch — H.Z Tagiyev St, Block 27
Mardakan Branch — 2a Esenin St

Natavan Branch — 3 Moskva Ave

Sabayil Branch — 15 R.Rza St

Sumgayit Branch — 9/11 Sulh St, 1 m/d, Sumgayit city
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REGIONAL BRANCHES

Ganja Branch — 32 Abbaszade St, Ganja city
Gazakh Branch — H.Aliyev Ave, Gazakh city
Goychay Branch — 96 H.Aliyev Ave, Goychay city
Jalilabad Branch — H.Aliyev Ave, Jalilabad city
Khachmaz Branch — 215 N.Narimanov Ave,
Khachmaz city

Lenkoran Branch — H.Aslanov Ave, Lenkoran city
Mingechevir Branch — 98a U.Hajibeyov St
Mingechevir city

Nizami Branch — 110 Khatai Ave, Ganja city
Salyan Branch — Y.Gasimov St, Salyan city
Sheki Branch — 17 M.A.Rasulzade St, Sheki city
Zaqatala Branch — 29/1 FAmirov St, Zagatala city
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