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YOUR ACCESSIBLE EUROPEAN BANK \ SiZIN YERLI AVROPA BANKINIZ

Mission — to provide access to financial services for Azerbaijan’s low and middle income households and micro and small businesses
Founded in October 2002 as a green-field bank, the Micro Finance Bank of Azerbaijan. Renamed AccessBank in September 2008
Operates with a full banking licence, delivering a complete range of banking services

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

Leading microfinance lender in Azerbaijan with over 30% market share, serving more than 45,000 business and 25,000 retail clients
Twenty-two branches and 850 staff across the country

USD 240m in total assets and USD 208m loan portfolio at year-end 2008

One of the leading tax-payers in Azerbaijan’s banking sector with a total of AZN 7.9 million paid in 2008

Missiya — Azarbaycanda orta ve asagi galirli ailalars, elace da mikro va kigik sahibkarlara maliyya xidmatlarindan istifade etmaya imkan
yaradilmasi

2002-ci ilin oktyabr ayinda Azerbaycan Mikromaliyyslesdirma Banki gisminde yaradilib. 2008-ci ilin sentyabr ayinda adi AccessBank olaraq
dayisilib.

Tam bank lisenziyasi asasinda faaliyyat gostararak genis ¢esidli bank xidmatleri taklif edir.

Sehmdarlar: AYiB (20%), BMK (20%), QDTIB (20%), KW (20%), Access Microfinance Holding (16,53%) ve LFS Financial Systems (3,47%)

Azearbaycanda aparici mikromaliyya kreditorudur, bazardaki payi 30% taskil edir, 45 000-dan artiq sahibkara ve 25 000-dan artiq parakenda
mustariya xidmat gdstarir.

Olka lizra 22 filiali ve 850 smakdas! var.
2008-ci ilin sonunda aktivlarinin cami 240 milyon ABS dollari, kredit portfelinin hacmi iss 208 milyon ABS dollari teskil edib.
Azarbaycanin bank sektorunda aparici vergi 6dayicilarindan biridir 2008-ci ilde tUmumilikda 7,9 milyon AZN mablaginda vergi 6danilib
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KEY RESULTS
osas Naticalor

Change
2007 2008 Doayisme
Total Assets / Umumi Aktivier 133 250 242 091 82%
Liquid Assets / Likvid Aktivler 16 579 29 167 76%
Total Loan Portfolio (gross) / Kredit portfelinin comi (imumi) 114 537 208 154 82%
Business Loan Portfolio (net) / Biznes Kredit Portfeli (xalis) 101 251 191 303 89%
Micro Loans / Mikro Kreditler (< 10,000$) 43 374 87 883 103%
Trust and Small Loans/ Kigik Kreditler (> $10,001 <$100,000) 36 478 68 522 88%
Medium-sized Loans / Orta Hecmli Kreditler (> 100,000%) 21 399 34 898 63%
Consumer Loan Portfolio (net) / Istehlak Krediti Portfeli (xalis) 11 427 12219 7%
Other Loans (net) / Digar Kreditler (xalis) 1859 4633 149%
Accrued Interest and Disbursement Fee / Y1giimis faizler -1013 1315 -
Loan Loss Reserve / Kredit itkilari Gzra ehtiyatlar 2 350 5138 119%
Net Loan Portfolio / Xalis Kredit Portfeli 111 175 204 331 84%
Fixed and other Assets / ©sas va Slava Aktivier 5495 8 593 56%
Customer Deposits / Misteri Depozitleri 14 355 27 281 90%
Borrowings / Borc alinmis vasaitler 101 704 170 090 67%
Shareholders' Equity / Saxsi Kapital 16 378 41572 154%
Operating Income / ®maliyyat galirleri 17 588 39223 123%
Operating Expense / ©®maliyyat xarclari 11 895 22 478 89%
Profit Before Tax / Vergidan avvalki manfaat 5693 16 745 197%
Profit After Tax / Vergiden sonraki menfaat 4 258 13 052 207%

Ratios / ©msallar

Return on Equity (end of year - FX adjusted) 0 0 ®
Kapitalin galirliliyi (ilin sonu - valyuta mazennasina uygunlasdiriimisdir) 26% 31.4% 22%

Return on Average Assets (FX adjusted)
Aktivlerin orta galirliliyi (valyuta mazannasine uygunlasdiriimisdir) o e ol

Cost / Income Ratio (FX adjusted)
Xarc / Manfaat nisbati (valyuta mazannasina uygunlasdiriimisdir)

Capital Adequacy (FX adjusted)
Kapital adekvatligi (valyuta mazannasina uygunlasdiriimisdir)

67,6% 57,3% -15%

20,4% 24,6% 21%

Miscellaneous / Digar hallar

Number of Outstanding Loans / Odsnilmemis kreditlerin say! 47 638 71148 49%
Number of Business Loans / Biznes kreditlerinin sayi 30 262 47 753 58%
Number of Micro Loans - Mikro kreditlerin sayi 28 710 45017 57%
Average Micro Loan Size (disbursed) 2089 2712 30%

Verilmis mikro kreditlerin orta hacmi

Number of Trust, Small and Medium Loans

Etibarli, kigik ve orta hacmli kreditlarin sayi 1552 2736 76%
i o ) war  awew
Number of Agro Loans - Agrokreditlerin sayi 2137 10 013 367%
Average Agro Loan Size (disbursed) - Verilmis agrokreditlarin orta hacmi 1692 2207 30%
Number of Deposit Accounts / Depozit hesablarinin sayi 11864 28 158 137%
Number of Branches / Filiallarin sayi 14 20 43%
Number of Staff / Heyat lizvlarinin sayi 612 863 41%

Portfolio at Risk (30 days) / Riskda olan portfel (30 giin) 0,05% 0,56% 89



MISSION STATEMENT
Missiya sahri

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 accounts, savings
facilities, plastic cards, trade financing, money transfer and
payment services. We aim to achieve the highest banking
standards, in particular with respect to efficiency, transparency,
customer satisfaction, responsibility, prudence and human
resource 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 our
core mission.

We focus on micro and small business because we believe that
this sector is vital for the development and diversification of
Azerbaijan's economy, 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 create a more inclusive financial
system. Our dedicated products and risk management technology,
specifically developed to serve these sectors, allow us to do this
profitably. AccessBank's profitability facilitates our long-term
sustainability, rapid expansion and maximum impact on the
development of the economy and the elimination of poverty.

Our shareholders, led by Triple-A rated international financial
institutions, combine a long-term commitment to the development
of Azerbaijan with their commercial interests. This enables
AccessBank to invest extensively in increasing outreach without
focusing on maximising short-term profits. We invest intensively in
the training of our young and highly motivated staff to ensure the
best possible service for our customers and the sustained growth
of AccessBank.
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AccessBank-in missiyasi Azerbaycanda mikro va kigik

biznesmenlerin, elece da asagi ve orta galirli ailalerin maliyya
xidmatlarindan istifade etmalarina imkan yaratmaqdan ibaratdir.
AccessBank 6z musgtarilerine tam ¢esidli maliyys xidmatleri, o
cumladan, kredit mahsullari, cari hesablar, smanatlerin gorunub
saxlanmasi, plastik kartlar, ticari maliyyslaesdirma, pulkéglirma va
6dema xidmatleri gdstermak niyyatindadir. AccessBank-in magsadi,
xususan, bank amaliyyatlarinin effektivliyi, saffafligi, mistarilarin
tolabatlarinin 6danilmasi, masuliyyat, daqiglik ve insan resurslarinin
inkisafi yoniumunde an yiliksak bank standartlarina nail olmaqdan
ibaratdir. Tam shatali bank amaliyyatlari lisenziyasina malik
AccessBank, hamginin, diger kateqoriyalara mansub mdsterilers, o
cumladan daha iri muassisalara va beynalxalq taskilatlara, xususila
AccessBank-1n asas missiyasini boligan sirketlera maliyys xidmatlori
gOstarir.

Bizim mikro va kigik biznes faaliyyatina diqgat yetirmayimizin sababi
ondan ibaratdir ki, biz bu sahanin Azarbaycan igtisadiyyatinin inkisafi
va genigloendirilmasi, yeni is yerlarinin yaradilmasi va yoxsullugun
azaldilmasi tgun hayati shamiyyat dasidigini bilirik. 9ksar mikro ve
kicik biznes muassisalari manfastls islass da va onlarin fealiyyatinin
elastikliyi igtisadi gézlenilmazlikleri gebul etmays imkan versa da,
onlarin inkisafi, gox zaman, maliyys xidmatlerinden faydalanmaq
imkaninin olmamasi ile maehdudlasir. AccessBank da mahz bu
catismazhgi aradan qaldirmaq uguin yaranmisdir: bank, bitin mikro
va kigik biznes muassisalarina, o cimladan qrup halinda bu cur
biznes sahalari ilo maggul olan ailalers Avropa standartlarina uygun
maliyya xidmatlari taklif edir ve genis shatali maliyys sistemi yaradir.
Bizim xususi mahsullarimiz, elace da bu sektorlara xidmat géstermak
maqsadi ila iglenib hazirlanmis risk idaragiliyi texnologiyasi bu islari
ugurla hayata kegirmayimiza imkan verir. AccessBank-in manfaatlilik
saviyyasi bizim suratle genislanmayimizs, igtisadiyyatin inkisafina ve
yoxsullugun azaldilmasina serait yaradir va AccessBank-in
uzunmiiddatli sabitliyini temin edir.

Bizim “3 A” kateqoriyall beynalxalg maliyys teskilatlari tarafinden
idara olunan sehmdarlarimiz 6z ticari maraqglarini Azarbaycanin
uzunmiiddatli inkisafina uygunlasdirirlar. Bu, AccessBank-in 6z
xidmat g¢esidlarini artirmasina va qisamuddatli manfestlars diggst
yetirmamakla uzunmiiddatli ve sabit faaliyyat tiglin méhkam bindvra
yaratmasina imkan verir. Biz, musterilarimiza yuksek saviyyada
xidmat gosterilmasi ve AccessBank-in durmadan genislanmasi
magsadi ile 6z ganc va ylksak perspektivli isci heyatimizin
telimatlandiriimasina bdyik sermaysler qoyurug.
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LETTER FROM THE CHAIRMAN OF THE SUPERVISORY BOARD

Musahide Surasi sadrinin maktubu

Michael Jainzik

Maykl Yanzik
Musahida Surasinin Sadri

N

Chairman of the Supervisory Board

STABILITY FOUNDED ON RESPONSIBLE BANKING
MOSUL BANKCILIGA 3SASLANAN SABITLIK

What started as a financial crisis in the United States has now
spread across the globe and assumed historic magnitude.
Financial systems all over the world are struggling to fulfil their
economic function of mobilising savers' capital and effectively
allocating it to businesses and households as credit for
investment purposes.

Despite not being hit as hard as other countries, the liquidity
crisis began to impact Azerbaijan in 2008. Some institutions
were forced to curtail or even halt their lending and many
businesses found it more difficult to obtain financing in 2008.
Creating and maintaining employment became more uncertain
and many families began to worry about the security of their
savings.

We are proud that AccessBank has successfully countered this
trend and is contributing to economic stability in Azerbaijan.
AccessBank's strong performance continues to inspire
confidence and throughout 2008 AccessBank successfully
mobilised new resources — including from local savers,
international capital markets and through retained earnings.
Throughout 2008 AccessBank was thus able to continue to
expand its outreach and provide vital financing to Azerbaijan's
business community. With the bank's focus on labour-intensive
micro and small business in trade, service, production and
agriculture, the direct, positive effects of investment on
employment and income are significant.

This success is a direct result of AccessBank's commitment to
responsible banking: AccessBank is committed to being a
reliable and transparent long-term partner for its clients,
offering services that are truly beneficial. Being such a reliable
business partner entails helping entrepreneurs evaluate the
risks they face and pace their development, and not loading
businesses with unreasonably high debt that they may not be

ABS$-da bas veran ve hal-hazirda bitin dinyani burtiyan maliyye
bdéhrani tarixi shamiyyata malikdir. Bitiin diinyada mdvcud olan
maliyyas sistemlari, emanatgilarin kapitalinin sefarbar edilmasi va
investisiya magsadleri ile onlarin kredit gismindas effektiv suratda
biznes musassisalari ve tasarriifatlar arasinda bolisdurilmasi ile
alagadar 6z iqtisadi funksiyalarinin icrasi yénumuinds calisirlar.
Azerbaycanda bu béhran digar dlkalardaki kimi mirekkab olmasa
da, likvidlik béhrani Azarbaycana 2008-ci ilden etibaran tesir
gOstarmaya baslamisdir. Bir ¢cox teskilatlar verdiklari kreditlori
ixtisara salmaga ve hatta dayandirmagda macbur olub, bir gox
biznesmenlar ise 2008-ci ilds maliyys vesaitlori alde etmakda
boyiik gatinliklerle iizlesibler. Is yerlorinin yaradilmasinda ve
saxlanmasinda da ¢atinlikler yaranib va bir ¢ox ailslar 6z
amanatlerinin tahllkssizliyinden narahat olmaga baslayiblar.

Biz foxr edirik ki, AccessBank bu ¢atinliyin 6hdasindan ugurla gslib
va Azarbaycanda iqtisadi sabitliye 6z tohfasini vermakda davam
edir. AccessBank-in ciddi saylari avvalki tak bu banka aminlik
yaradir va 2008-ci il arzinde AccessBank yeni resurslari ugurla
safarbar edib — buraya yerli emanatgilerden tutmus, beynalxalq
kapital bazarlarinadsk alds olunan vasait manbalari aiddir.
Belslikla, 2008-ci il orzinde AccessBank 6z shate dairasini
geniglendirmak va Azarbaycanin biznes ictimaiyyatini zeruri
maliyys manbalari ila temin etmak imkanina malik olub. Bankin
ticarat, xidmat, istehsal va kand tesarriifati sahalerinds faaliyyat
gosteran mikro va kigik muassisalera diggat yonaltmasi
masgulluga investisiya qoyulmasina va galirlerin alde olunmasina
birbasa musbat tesir gostarib.

Bu ugur, bilavasite AccessBank-in masul bankgiliq 6hdaliyinin
naticasidir: AccessBank 6z musterilori iglin uzunmuddatli, soffaf
ve etibarl terefdas olmaga say gostararak, hagigatan manfaatli
xidmeatler taklif edir. Bu clr etibarl biznes terafdashg,
sahibkarlarin tGzlesdiyi risklerin giymatlandiriimasina kdmak edir,
onlarin inkisafina tekan verir va onlarin 6hdasindan gala

bilmayacaklari, son daraca ylksak borc 6éhdaliklarine maruz



able to cope with. Responsible banking has always been at the

core of AccessBank's mission — for each loan to have a
positive impact on the client's business, for each deposit to be
safe and appropriate to the customer's needs.

The clearest measure of Responsible Banking is the
exceptionally low arrears rates in AccessBank's portfolio.
Responsible lending — based on careful analysis of repayment
capacity — reduces the likelihood of default, thereby benefiting
both the client and the bank.

The on-going global economic downturn only amplifies the vital
role that AccessBank plays in the further development and
diversification of Azerbaijan's economy and its importance in
mitigating the impact of the downturn on the citizens of
Azerbaijan. The shareholders remain committed to
AccessBank and its mission of increasing access to a full
range of financial services for households and micro and small

businesses across Azerbaijan.
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galmalarinin garsisini alir. Masul bankgilig har zaman
AccessBank-in missiyasinin asasini tagkil edib — bank, verdiyi har
bir kreditin mustarinin biznesine misbat tesir gdstarmasina, har bir
depozitin tahllkasizliyine ve mistarinin telablerina cavab vermasi
ucin cahsir.

Masul bankg¢ihdin an bariz élglsl, AccessBank-in portfelindaki
borc gdstericilerinin miistesna deracade asagdi olmasidir. Odanis
gabiliyystinin hartarafli sekilde analiz olunmasina asaslanan masul
kreditlogsdirma defolta sebab olan amillarin tasirini azaldir va
bununla ham misteriysa, ham da banka xeyir verir.

Davam edan global igtisadi bohran yalniz AccessBank-in
Azoerbaycan igtisadiyyatinin gelacak inkisafindaki ve
diversifikasiyasindaki shamiyyatli rolunu ve bu béhranin
Azarbaycan ahalisina gdstardiyi tesirin azaldilmasi zeruratini daha
da artirir. Sehmdarlar, svvalki kimi, AccessBank-a, elace da onun
bltinlikle Azerbaycanda tesarriifatlar, kigik ve orta biznesmenlar
Uclin tam gesidli maliyye xidmatlarindan istifade imkanlari

yaratmaq missiyasina inamla yanasirlar!
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LETTER FROM THE MANAGEMENT
Idare Heyatinin maktubu

Dr Andrew Pospielovsky
General Manager

Andryu Pospilovski
Bas menecer

ACCESSBANK 2008 — INSPIRING TRUST AND CONFIDENCE
ACCESSBANK 2008 — INAM VO ETIBARIN TOC3SSUMU

While financial crisis gripped much of the global banking
sector, 2008 has been AccessBank's strongest year yet.
AccessBank expanded its outreach, doubling its regional
branch network, increasing its client base by over 50% and its
assets and portfolio by over 80%. At the end of 2008,
AccessBank was providing financing to over 45,000
businesses and extending over 5,000 new business loans per
month. This growth was achieved without compromising
portfolio quality, testifying to the strength of our risk
management and commitment to responsible lending. Further
improvements in efficiency were reflected by improvements in
cost-to-income ratios and strengthened profitability, ensuring
our long-term sustainability.

In 2008 the strength of AccessBank was formally recognised
by Fitch Ratings, and AccessBank was awarded the highest
rating for a private bank in Azerbaijan (BB+ matching the
country ceiling). This helped AccessBank continue to attract
new refinancing and in 2008 we raised over USD 80 million on
international capital markets — 30% more than in 2007. Despite
the global turmoil we successfully completed the second
closing of our debut bond issue in February — the first bond
issue on international capital markets for an Azerbaijani
company (raising a total of USD 25 million), and our first
syndicated loan in November (for USD 28 million arranged by
EBRD). This confidence was similarly reflected in local markets
and our deposits increased by 90%.

One of the key events for the bank in 2008 was the re-branding
as AccessBank from Micro Finance Bank of Azerbaijan. As
MFBA, we pioneered the microfinance bank concept in
Azerbaijan, but in six years we 'outgrew' our original name as
we began to provide much more than just 'finance' to the micro

business community. AccessBank emphasises our mission of

Diinya bank sektorunun aksar sahalarini maliyya béhraninin
blriduiya bir zamanda, 2008-ci il de AccessBank Uglin an ugurlu il
olub. AccessBank 6z regional filial sebakasini ikiqat artiraraq 6z
ahata dairesini geniglendirmakle, 6z mistari bazasini 50%,
aktivlarini ve portfelinin hacmini ise 80% yuksaldib. 2008-ci ilin
sonunda AccessBank 45,000-dan artiq biznesmeni maliyya
manbayi ile tamin edib ve ayda 5,000-dan artiq yeni biznes krediti
verib. Bu artima portfelin keyfiyyatina xalal yetirmadan nail olunub
ki, bu da bizim risk idaragiliyini vo masul kreditlesma 6hdaliyini
yUksak sakilds hayata kegirdiyimizi stibut edir. Galir-xarc
gostericilerinin yaxsilasmasi ve manfaatliliyin artmasi ile tezahur
olunan effektivlik yiksslisi bizim uzunmiddatli sabitliyimizin
gOstaricisidir.

2008-ci ilde AccessBank-in ugurlari Fitch Ratings tarafindan
rosman taninib va AccessBank, Azarbaycanda 6zal banklar G¢lin
an yuksak olan (BB+) reytingina layiq gorilib. Bu, AccessBank-in
yeni maliyya manbalari slde etmasina kdmak edib va 2008-ci ilde
bizim beynalxalq kapital bazarinda artimimiz 80 milyon ABS dollari
toskil edib — bu, 2007-ci il Gizre gostaricidan 30% artiqdir. Qlobal
catinliklera baxmayaragq, biz fevral ayinda debiit istigraz
buraxilisinin ikinci marhalasini ugurla basa ¢atdirmisiq — bu,
Azarbaycan sirkatlari terafinden beynalxalq kapital bazarinda
buraxilan ilk istigrazdir (Gmumilikda 25 milyon ABS dollari
mablaginda), noyabr ayinda isa ilk sindikasiyalasdiriimis
kreditimizi vermisik (AYIB tarsfinden tenzimlanmakla, 28 milyon
ABS dollari mablaginda). Bu inam yerli bazarlara da sirayat edib
vo bizim depozitlarimiz 90% artib.

2008-ci ilde bankda bas veran asas hadisslarden biri bankin
adinin (“Azarbaycan Mikromaliyyalasdirma Banki”)
“AccessBank’la avazloenmasidir. AMMB kimi biz Azarbaycanda
mikromaliyya lizre bank konsepsiyasinin asasini goymusug,
amma 6 il arzinds biz avvalki adimizin mahiyystinden ¢ox-cox irali
getmisik va indi bizim isimiz takca mikro sahibkarlarin

maliyyalasdirilmasi il bitmir. AccessBank tam ¢esidli bank



providing 'access' to a full-range of banking services as well as
the foreign ownership and unique nature of the bank.
AccessBank — short and distinct — will also help us build a
stronger brand identity, both domestically and internationally,
as the global network of AccessBanks develops.

Looking forward to 2009, we understand that the economic
environment has become more challenging, yet we see only
increasing demand from Azerbaijan's businesses and
households for a reliable banking partner. We begin the year in
a very strong position: with Capital Adequacy twice the
National Bank of Azerbaijan requirement, healthy liquidity and
strong cash flows. After six years our staff and management
team has matured and become highly experienced. We are
confident and ready to face the new challenges that 2009 will
bring.
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xidmatlarinden faydalanmaq missiyasina xiisusi shamiyyat verir.

Qlobal sebakasi get-geds inkisaf edan AccessBank, gisaca olaraq,
ham yerli, ham da beynalxalq miqyasda gucli brend fardiliyi
yaratmagimiza kémak edir.

iraliye - 2009-cu ile nezer yetirerken biz basa disiiriik ki, igtisadi
muhit daha da murakkablasib, amma Azarbaycan
biznesmenlerinin ve tasarrifatgilarinin etibarli bank tarafdasina
telebatinin artdigini da géruruk. Biz ili gox glicli mévgeda
baslayiriq: Kapital Adekvathgi Milli Bankin talab etdiyindan iki defsa
artiq, likvidlik saglam, nagd pul axini yiksakdir. Alti il arzinds bizim
isci va rehbar heyatimiz oldugca tekmillasib ve bdylik tacriiba
toplayib. Biz 2009-cu ilds Uzlesacayimiz yeni ¢atinliklar
garsilamaga tam haziriq.
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SHAREHOLDERS
Sahmdarlar

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
shareholders led by Triple-A rated international financial institutions
that are committed to the development of Azerbaijan and micro
finance. In June 2008 nine-million additional new shares were
issued, with a nominal value of AZN 1 each, increasing the share
capital to AZN 20 million. All six of the shareholders participated in the
capital increase, proportional to their previous holdings, and the
shareholding structure thus remained unchanged.

BLACK SEATRADE AND DEVELOPMENT BANK
(20% share of AccessBank equity)

The Black Sea Trade and Development Bank (BSTDB)is
an international financial institution established by 11
countries from the Black Sea region. With an authorised
capital of SDR 3 billion (approx. USD 4.5 billion), the bank supports
economic development and regional cooperation by providing trade
and project financing, guarantees and equity for development projects,
supporting both public and private enterprises in its member countries.
The purpose of the bank is to accelerate development and promote co-
operation among its shareholder countries. BSTDB supports regional
trade and investment, providing financing for commercial transactions
and projects in order to help member states establish stronger

economic linkages.
(www.bstdb.org).

EUROPEAN BANK FOR RECONSTRUCTION AND
DEVELOPMENT (20%)

The European Bank for Reconstruction and
in 1991 when

communism was crumbling in Central and Eastern Europe and ex-

Development was established

Soviet countries needed support to nurture a new private sectorin a
democratic environment. Today the EBRD uses the tools of

investment to help build market economies and democracies in

Black
Sea
Trade &

| )L“L'L‘IUPII]L‘[]I

O

European Bank

for Reconstruction and
Development

“AccessBank” Qapali Sshmdar Banki 29 oktyabr 2002-ci il tarixinde
Azarbaycan Mikromaliyyslesdirma Banki gisminds tesis olunmusdur.
2008-ci ilin sentyabr ayinda bankin adi “AccessBank” olmugdur. O,
Azarbaycanin ve mikromaliyya sahasinin inkisafi namina calisan
beynalxalq taskilatlarin rahbarliyi altinda fealiyyat gdsteran 6
sehmdara maxsusdur. 2008-ci ilin iyun ayinda, har birinin nominal
dayeri 1 AZN olmagla, 9 milyon alave sehmlarin buraxilmasi sayasinda
AccessBank-in seshm kapitali 20 milyon AZN-s ¢atdi. Kapital artiminda
altt sshmdardan hamisi 6z avvalki paylarina mitenasib qaydada

istirak etdi va belslikla, sshmdarliq strukturu deyismaz galdi.

QARA DONIZ TICARST VO iINKISAF BANKI
(AccessBank-nin sshm kapitalinin 20%-i)

Qara Daeniz Ticarat va inkisaf Banki (QDTIB), Qara Daniz
regionunun 11 dlkesi terafinden yaradilmis beynalxalq

Z

Bank
maliyya tagkilatidir. 3 milyard SDR (texminan, 1,6 milyard

ABS dollari) hacminda nizamnama kapitalina malik olan bu bank, tizv
Olkalardaki dovlst va 6zal mliessisalerin inkisafina yonalmis layihalara
zomansat verilmasi, ticaret ve layihe maliyyelosmasi istigamatinda
igtisadi ve regional amakdasliga yardim gdstarir.

Bankin maqgsadi, onun sahmdarlari olan &lkalarin inkisaf
etdiriimasindan va onlar arasinda amakdasligin siratlandiriimasinden
ibaretdir. Uzv &lkelers daha giiclii igtisadi slagaler qurmagda kémaek
gOstarmak maqgsadi

ilo ticarat amealiyyatlarini va layihalarini

maliyyslasdiren QDTIB regional ticaret va investisiyalari destoklayir.
(www.bstdb.org).

AVROPA YENIDONQURMA V8 iNKISAF BANKI (20%)

Avropa Yenidenqurma ve Inkisaf Banki 1991-ci ilde
Markazi ve Sarqi Avropada kommunizmin stiquta ugradigi
vo kegmis Sovet Olkalarinin demokratik muhitda yeni 6zal
sektorlarin yaradilmasinda yardima ehtiyaci oldugu bir
zamanda yaradilmisdir. Bu giin AYIB Markazi Avropadan Markezi
Asiyayadak bir cox dlkalerda bazar igtisadiyyatinin ve demokratiyanin
yaradilmasina kémaklik gostermak Ugin muvafiq vasitelerden ve

investisiyalardan istifads edirlor.



countries from Central Europe to Central Asia.

The EBRD is the largest single investor in the region and mobilises
significant foreign direct investment beyond its own financing. It
provides project financing for banks, industries and businesses, both
new ventures and investments in existing companies. EBRD's
commitment to support micro and SME finance has been shown in a
large number of highly successful operations throughout the region.

(www.ebrd.org)

INTERNATIONAL FINANCE CORPORATION (20%)
IFC, a member of the World Bank Group, creates
opportunity for people to escape poverty and improve
their lives. It fosters sustainable economic growth in
developing countries by supporting private sector
development, mobilizing private capital, and providing
advisory and risk mitigation services to businesses and
governments. The IFC's new investments totalled USD 16.2 billion in
fiscal 2008, a 34% increase over the previous year.

(www.ifc.org)

KfW - Kreditanstalt fiir Wiederaufbau (20%)
KfW Development Bank is committed to improving the

economic and social conditions of people in developing Liees kF
countries. Through its Financial Co-operation (FC) on w

INTERNATIONAL FINANCE CORPORATION

PrivateEnterprisePartnership

Regionda an bdyiik vahid investor hesab olunan AYIB 6z maliyye
vasaitlarinden alavs, irihacmli xarici investisiyalar da saferbar edir. O,
ham yeni misssisalordaki, ham de mdvcud sirkatlardaki investisiyalar
sayasinda banklarin, senaye va biznes miiassisalarinin layihalarinin
maliyyslagdirimasini hayata kegirir. AYIB-in mikro, elece do kigik ve
orta biznes musassisalarine yardim gdstermasi regionda hayata

kegirilan coxsayli ugurlu emaliyyatlarda 6z sksini tapir.

(www.ebrd.org)

BEYNSLXALQ MALIYY® KORPORASIYASI (20%)
Dinya Banki Qrupuna Uzv olan BMK yoxsullug
seviyyasinin azaldilmasina ve ahalinin hayat saraitinin
yaxsilagdiriimasina imkan yaradir. O, 06zal sektorun
inkisafina yardim etmakls, soxsi kapitali saferber
etmaklo, hdkumat va biznes miassisalerine maslohat
vo risklerin azaldilmasi Uzre xidmat gdstarmekle &lkalarin sabit
igtisadi inkisafina kdmak edir. 2008-ci maliyys ilinde BMK-nin yeni
investisiyalarinin cami 16.2 milyard ABS dollari va avvalki illa
mugayisada 34% artiq olub.

(www.ifc.org)

KfW - Kreditanstalt fiir Wiederaufbau (20%)
KfW inkisaf Banki, inkisaf etmekde olan 6lkslerin

ahalisinin igtisadi-sosial seraitinin yaxsilasdiriimasi

magsadi ile faaliyyat gOsterir. KfW, Almaniya

ENTWICKLUNGSBANK

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
overthe past 10 years.

KfW Development Bank is part of the government-owned KfW
Bankengruppe (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
395 billion in 2008, KfW Bankengruppe is among the 10 largest
German banks.

(www.kfw.de).

hékumatinin adindan 6zinin Maliyya Korporasiyasi
(MK) vasitesi
ehtiyatlarin muihafizasi ve diinyada silhin gorunub saxlanmasi

ilo yoxsullugun azaldilmasi, tabii

istigamatinds faaliyyat gosterir. Kf\W 6tan 10 il arzinds $arqi Avropa
ve MDB dlkalerinde mikro, kigik ve orta biznes musassisalerinin
inkisafinda asas rol oynayan sirkatlardan biridir.

KfW inkisaf Banki, Almaniyada, Avropada ve biitiin diinyada 50 ilden
artiq bir muddetds iqgtisadiyyati, cemiyysti ve ekologiyani
stimullagsdiran KfW Bankengruppe (KfW Bank amaliyyatlari qrupu)
hékumat grupunun bir hissasidir. 2008-ci ilde mihasibat balansinin
comi 395 milyard Avrodan artig olan KfW Bankengruppe
Almaniyanin 10 an boyik banki sirasindadir.

(www.kfw.de)
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SHAREHOLDERS
Sahmdarlar

ACCESS MICROFINANCE HOLDING AG
(16.53%)
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 developing countries and
transition economies. Since its foundation in 1997,
LFS has become 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 underthe AccessBank brand.

(www.Ifs-consulting.de)

@ AccessHolding

MICROFINANCE AG

LFS

FINANCIAL SYSTEMS

ACCESS MICROFINANCE HOLDING AG (16.53%)
AccessHolding mikromaliyyelesdirma senayesinds yeni

strateji investordur. O, 2006-c ilde LFS maliyys sistemlari
(16.12%) tersfinden yaradilmigdir va har birinin payr 16.12% olmadla,
beynalxalq 6zal ve dévlet investorlar grupuna maxsusdur — bu grupa CDC
Group plc (Boylk Britaniya hokumatine maxsus olan ve igtisadiyyatin
inkisafina ve giiclenmasine investisiya qoyulan fond) AIB — Avropa
investisiya Banki (Avropa lttifaqinin maliyye institutu), BMK, KfW inkisaf
Banki, Omidyar Tafts Mikromaliyyelegdirmea Fondu (EBay tesisgisi
tersfinden yaradilmigdir), elece da LFS-in MicroAssets (3,26%) heyat lizro
investisiya programi daxildir. AccessHolding mikromaliyyslasdirma
institutlarina investisiya qoymaq ve sshm maliyyslasdirmasinin, xidmat va
idareetmaya yardim amsaliyyatlarinin bir araya getirimasi hesabina hemin
investisiyalar inkisaf etdirmek, elece de Umumi brend ferdiliyine malik
global mikromaliyyslesdirma banklar sabskesi yaratmaq magsadi ilo
faaliyyat gosterir.

(www.accessholding.com)

LFS FINANCIAL SYSTEMS GMBH (3.47%)

LFS Berlin saharinds yaradilmis ve inkisaf etmakds olan
Olkalerds hayata kegirilon maliyye sektoru layihsleri ve
kecid igtisadiyyat Gzre ixtisaslagan maslehatiesma sirkatidir. 1997-ci ilde
yaradilmig LFS, mikro va kicik biznes maliyyslesmasi sahasinds aparici
maslahatlesmsa sirkatindan birina ¢evrilmisdir. LFS sirkatinin totbiq etdiyi va
daimi maslsehatgilorden ibaret bdylk bir grupun hayata kegirdiyi borc
texnologiyalan ve tacriibi yanagmalar sayssinde bu sirkat beynalxalq
donorlarin va investorlarin faydali terafdasina ¢evrilmigdir.

©nanavi maslahatlasma faaliyyatindan ferqli olarag, LFS ham menecer va
ham da investor gisminda ¢ixis edarek mikromaliyyslasdirma taskilatlarina
investisiya goyur. Bu ndv investisiyalarin ilk dafe gqoyulmasinda gazanilan
tocriibays asaslanaraq, LFS hal-hazirda beynasixalg mikromaliyyslesdirma
banklar sebakasini yaradir.

(www.ifs-consulting.de)
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HISTORY OF ACCESSBANK
AccessBank-In tarixi

2002

- Founded on 29 October as the Micro Finance Bank of Azerbaijan
by the Black Sea Trade and Development Bank, the European
Bank for Reconstruction and Development, the International
Finance Corporation, Kf\W and LFS Financial Systems.

2003

- The first refinancing loan received from the EBRD for USD 5
million;

- Three branches open in Baku and the loan portfolio reaches USD
3.3 million with 2,000 clients.

2004

- Current accounts and money transfer systems launched;

- The number of branches reaches five and the loan portfolio
reaches USD 6.5 million with 3,000 clients.

2005

- Term deposit launched and AccessBank joins the international
SWIFT, Western Union and PrivatMoney money transfer networks;
- A total of USD 10 million received in refinancing, including the
first non-shareholder loans from Global Microfinance Facility
(GMF), Blue Orchard, Deutsche Bank, Incofin, and Triodos;

- The number of branches reaches six, with the opening of the first
regional branch. The loan portfolio reaches USD 17.5 million with
5,500 clients and deposits reach USD 644,000.

2006

- Retail business develops 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;

- A total of USD 24 million in refinancing received, including from
new partners the Asian Development Bank, Oikocredit, and
Symbiotics;

- The number of branches reaches ten, the loan portfolio reaches
USD 47 million with 16,000 clients and deposits reach USD 3.7
million.

2002

- Oktyabrin 29-da Qara Daeniz Ticarat va inkisaf Banki, Avropa
Yenidenqurma va inkisaf Banki, Beynalxalq Maliyye Korporasiyasi,
KfW and LFS Financial Systems terefinden Azarbaycan
Mikromaliyysalesdirma Banki gisminda tasis olunub.

2003

- AYiB-den 5 milyon ABS dollari meblaginds ilk tekrar
maliyyalasma krediti alinib;

- Baki saharinda 3 filial agilib va kredit portfelinin hacmi, 2,000
mustari ile 3,3 milyon ABS dollarina ¢atib.

2004

- Musteri hesablari va pulkdglirma sistemlari ise disub;

- Filiallarin sayi 5-8, kredit portfelinin hacmi iss, 3,000 mistari ilo
6,5 milyon ABS dollarina ¢atib.

2005

- Muddatli depozitlerin agilmasina baslanib ve AccessBank SWIFT,
Western Union ve PrivatMoney kimi beynalxalg pulké¢irma
sabakalarina qosulub;

- Tekrar maliyya gisminda imumilikda 10 milyon ABS dollari
hacminds vasait calb olunub — buraya Global Microfinance Facility
(GMF), Blue Orchard, Deutsche Bank, Incofin va Triodos
sirkatlerindan alinan ilk qeyri-seshmdar kreditlari daxildir;

- ik regional filialin agilmasi ils, filiallarin sayi 6-ya gatib. Kredit
portfelinin hacmi, 5,500 mustari il 17,5 milyon, depozitlarin hacmi
ise 644,000 ABS dollarina catib.

2006

- ©lava depozit mahsullarinin, parakands kreditlagsmanin, kredit
kartlarinin igse salinmasi, ilk bankomatlarin qurasdiriimasi, elace
da VISA kart sebakasina va bir nega digar pulkdglirma
sabakalerina qosulma sayasinda parakands biznes inkisaf edib;

- Asiya inkigaf Banki, Oikocredit va Symbiotics sirkatleri kimi yeni
terafdaglardan imumilikde 24 milyon ABS dollari hacminda tekrar
maliyys calb olunub;

- Filiallarin say1 10-a, kredit portfelinin hacmi 16,000 musteri ile 47



OUR CLIENTS / Bizim miisteririlarimiz

2007

- AccessHolding joins as a new shareholder;

- Continuing development of retail and “cross-sector” products,
including: the issue of Visa-branded debit cards; the launch of salary
projects — allowing employers to pay salaries directly to employees'
accounts at the bank; the installation of first point-of-sale terminals
and off-branch ATMs; the issue of first international bank guarantees
for SME clients; and the launch of the Supplier Finance facility for
BP suppliers;

- Dedicated Agro Loan product developed and launched;

- Alpha rating obtained from M-CRIL specialist microfinance rating
agency;

- Refinancing totals USD 54 million with notable agreements
including: the first closing of AccessBank's debut bond raising USD
11.4 million — the first bond from an Azerbaijani company issued on
international capital markets; the first AZN-denominated loan from an
international private investor, SNS Institutional Microfinance Fund;
and a USD 10.2 million subordinated loan from Deutsche Bank;

- The branch network expands to 14 branches and the loan portfolio
reaches USD 114.5 million with 46,000 clients and deposits of USD
14 million. Total assets pass USD 100 million, with a post-tax profit
of USD 4.2m.
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Sevinj Sadiyeva worked as a teacher and supplemented her
meagre salary by stitching silk tapestries — a local tradition.
Demand for her work grew and in 2005 she opened a shop
in the old Silk Road trading post of Sheki, popular with
tourists. However, she lacked the cash to buy expensive
fabric to increase her stock of high-end tapestries which sell
well on the tourist market. With an AZN 1,500 loan from
AccessBank, Ms Sadiyeva purchased silk and fabric to
expand her product range. She hopes that during the tourist
season in the coming summer, she will be able to sell more
of her products and grow her income so she can build a
house for her and her mother and display her tapestries
abroad.

Sevinc Sadiyeva musllim islayib ve maasi az oldugundan,
milli ananalars uygun ipak xalgalar toxumagla slava pul
gazanib. Onun isina olan talabat artib ve 2005-ci ilds o,
Sakinin ticarat mantaqasi olan va turistler arasinda mashur
olan kéhna Ipak Yolunda sex acib. Bununla bels, o, turist
bazarinda yaxsi satilan hazir xalga ehtiyatini artirmaq tgtn
bahali parca almagda nadd vasait catismazlig ile Gzlasib.
AccessBank-dan aldigi 1,500 ABS dollari mablaginda
kreditle Sevinc xanim ipak ve parca alaraq 6z mahsul
cesidlerini artiritb. O Gmid edir ki, qarsidan galen yay
md&vsumuindas turistlarin axini onun 6z mahsullarinin sksar
hissasini sataraq galirini artirmaga, 6z ve anasi uUgin ev
tikmaya va al islerini xarici 6lkalars ¢ixarmaga imkan
yaradacagq.

milyon ABS dollarina, depozitlerin hacmi isa 3,7 milyon ABS
dollarina gatib.

2007

- AccessHolding yeni sshmdar gisminds qosulub;

- Perakands va “garpaz sektor” mahsullari inkisaf etdirilib, o
cumladan: VISA kredit kartlar buraxilib; emakhaqqi layihalarinin
iso salinmasi sayasinda isagéturanlar liglin amakhaqgqinin
bilavasits iscilerin bank hesablarina édanilmasi t¢lin serait
yaradilib; ilk POS terminallar va filiallardan kanar bankomatlar
qurasdirihb; SME mustarilari ticlin ilk beynalxalg bank zamanatleri
buraxilib;

- Xususi aqrokredit mahsullari iglenib hazirlanaraq ise salinib;

- Mikromaliyyalagdirma (izra M-CRIL reyting agentliyinden Alpha
reytingi alinib.

- Umumilikde 54 milyon ABS dollari hecmindas tekrar
maliyyslasdirma haqginda miqavilsler baglanib: buraya
AccessBank-in 11,4 milyon AB$ dollari hacminda buraxdigi ve
beynalxalq kapital bazarlarinda Azarbaycan sirkati terefinden
buraxilan ilk istigraz olan debdt istigrazi; beynalxalq 6zal investor
olan SNS Institutional Microfinance Fondundan alinan AZN
denominasiyali ilk istigraz ve Deutsche Bank-dan alinmis 10.2
ABS dollar hacminda subordinasiyall kredit daxildir;
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2008

- Charter Capital increases to AZN 20 million, with all shareholders
participating proportionally;

- In September the Micro Finance Bank of Azerbaijan changes its name
to 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;

- Six new branches open, including three new regional branches in
Zagatala, Mingachevir, and Gazakh, as well as three new branches in
and around Baku in Mardakan, Khirdalan, and a new retail branch in
Babek;

- Refinancing totals USD 81 million and includes the second closing of
our debut bond, bringing the total for the bond to USD 25 million. Other
notable refinancing includes AccessBank's second AZN-denominated
loan from a foreign investor — Minlam, a USD 22 million agreement
signed with KIW (of which USD 12 miillion was received during the
year), and the signing of a USD 28m syndicated loan agreement led by
EBRD (disbursed in 2009);

- AccessBank joins the UN Global Compact;

- The branch network expands to 20 branches and the loan portfolio
reaches USD 208 million with 69,000 clients and deposits of USD 26.5
million. Total assets reach USD 240 million with a post-tax profit of USD
13m.

- Filial sebakasi geniglanarak filiallarin sayi 14-a, kredit portfelinin

hacmi 46 000 musteri ile 114,5 milyon ABS dollarina, depozitlarin
hacmi ise 14 milyon ABS dollarina gatib. Xalis aktivlierin hacmi 100
milyon ABS dollarini 6tlb, vergiden sonraki manfaat ise 4,2 milyon
ABS dollar teskil edib.

2008

- Nizamnama kapitali 20 milyon AZN-dak artib va bitiin
sahmdarlar bu artimda miitanasib qaydada istirak edib;

- Sentyabr ayinda daha giiclii ve daqiq brend yaratmaq maqgsadi
ilo Azarbaycan Mikromaliyyslasdirma Bankinin adi dayigilarak
“AccessBank” olub;

- Fitch Ratings terafindan BB+ reytingi verilib — bu, Azarbaycanda
0zal banklara verilmasi miimkiin olan an yliksak reytinqdir;

- 6 yeni filial agihb — buraya Zaqatala, Mingagevir ve Qazax kimi
yeni regional filiallar, Bakidan kenarda acilmis Mardekan ve
Xirdalan filiallar, elaca da yeni Babak filiali daxildir;

- Takrar maliyyslasma hacmi 81 milyon ABS dollari hacmindadir
vo buraya bizim ikinci debUt istigrazimizin buraxiimasi daxildir —
bununla tmumi istigraz hacmi 25 milyon ABS dollarina ¢atdirilib.
Diger tekrar maliyyalagsmaya, AccessBank-in xarici investordan —
Minlam sirkatinden AZN-ls aldigi ikinci kredit, KfW ila 22 milyon
ABS dollari hacminda baglanmis miqavils (bunun 12 milyonu il
arzinds alinib), eloce de AYIB-in rehbarliyi ile 28 milyon ABS
dollari hacminda sindikatlasdiriimis kreditin verilmasi hagqinda
muqavila daxildir (kredit 2009-cu ilda verilib).

- AccessBank BMT-nin Global Compact qrupuna gosulub;

- Filial sebakasi genislonarak filiallarin sayi 20-a, kredit portfelinin
hacmi 69,000 musteri ile 208 milyon AB$ dollarina, depozitlarin
hacmi ise 26.5 milyon ABS dollarina ¢atib. Xalis aktivlarin hacmi
240 milyon ABS dollarini 6tlib, vergidan sonraki manfest ise 13
milyon ABS dollar teskil edib.
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BUSINI_ESS REVIEW
Biznes Icmali

POLITICAL AND ECONOMIC ENVIRONMENT

Political stability was reaffirmed in 2008 as President [lham
Aliyev won re-election. Azerbaijan's economy continued to post
strong growth, albeit at lower rates than in previous years. Total
GDP growth was 11%, with strong non-oil sector growth of
16%. Despite the drop in oil prices, oil and gas still comprise
the vast majority of the economy, making up about 62% of
GDP in 2008. The trade surplus continued to expand as export
growth outpaced import growth during the year, driven by oil
and gas, and Azerbaijan posted a USD 40 billion trade surplus
on exports of USD 47 billion and imports of USD 7 billion. As a
result, the Azerbaijani manat continued to appreciate, gaining a
further 5% against the local reference currency, the US dollar
(compared with a 3% appreciation in 2007). The continued
inflow of oil money and growth in government expenditure,
including extensive infrastructure investment, again fed
inflation, with prices rising officially 21% for the year, although
the pace of inflation slowed towards the end of the year as oll
prices fell.

The large amount of oil and natural gas exports will continue to
add a degree of stability to Azerbaijan's economy, despite the
slowdown seen elsewhere in the world. While oil prices in the
USD 40-50 per barrel range are significantly below what the
Azerbaijani government has budgeted for, the current size of
the trade surplus can absorb significant contraction while still
remaining positive. Surpluses from previous years, as well as
flexibility in government initiated projects, also creates a
foundation to expect the positive balance of payments to
continue. Nevertheless, the AZN will be subjected to increasing
pressure. As before, the main challenges facing Azerbaijan's
economy remain diversification to reduce dependence on the
oil and gas sectors, controlling inflationary pressures,
spreading the benefits of the oil income and reducing
corruption.

The overall banking sector in Azerbaijan showed strong growth
again in 2008, with total assets at the end of the year
increasing by 53% from the end of 2007 to AZN 10.3 billion.

—

SiYASsi v iQTiSADI MUHIT
2008-ci ilde Prezident ilham Sliyevin tekrar seckilordeki

gslebasindan sonra siyasi sabitlik bargerar olub. Azarbaycanin
igtisadiyyati, 6tan illars nisbatan zaif ds olsa, inamla inkisaf
etmakds davam edib. UDM-in Gmumi artimi 11%, geyri-neft
sektorunun inkisafi ise 16% olub. Neftin giymatinin asagi
dismesina baxmayaraq, neft va qaz iqtisadiyyatin asasini taskil
edib ve 2008-ci ilde UDM-in hacmi 62% olub. ixracatin artimi
idxal artimindan Ustiin oldugundan, feal ticarat balansi neftin va
gazin sayasinda genislanmakde davam edib ve 47 milyard ABS
dollar hacmindas ixrac va 7 milyard ABS dollari hacmindas idxal
amsaliyyatlari Azarbaycanda faal ticarst balansinin hacmini 40
milyard ABS dollarina ¢atdirib. Naticada, Azerbaycan manati
yuksak saviyyada qalaraq yerli istinad valyutasina, yeni ABS
dollarina miinasibatds daha 5% artib (miiqayiss tglin, 2007-Ci
ilde bu gdsterici 3% olub). Neft pullarinin davamli axini ve
hékumat xarclarinin artmasi, o cimladan genis hacmli
infrastruktur investisiyalari yenidan inflyasiyaya sabab olub ve
giymatler resman 21% artib, halbuki neftin giymatinin asagi
dismasi sebabindan ilin sonuna dogru inflyasiyanin sirati agagi
dismaya baglayib.

Butln dinyada igtisadiyyatin tempinin asagi dusmasina
baxmayaraq, neftin va tabii gazin genis hacmda ixrac olunmasi
Azerbaycan igtisadiyyatinda sabitlik seviyyasini artiracag. Neftin
giymatinin, Azerbaycan hékumsatinin budcads nazerds
tutdugundan gat-qat az — her barrele gora 40-50 ABS dollar
civarinda olmasi sababindan, hale de misbat saviyyads olan
aktiv ticarat balansinin saviyyasi nazers ¢arpacaq derecads
asagi duse biler. Bvvalki illerin qaliq balansi, eleca de hokumatin
hayata kecirdiyi layihalarin deyisma gabiliyysti do, 6z
ndvbasinda, miusbat ddanig balansinin davam edacayini
gozlamays asas verir. Buna baxmayaraq, Azarbaycan manati
tazyiqlerle lizleasmakda davam edacak. Bvvalki kimi, Azerbaycan
igtisadiyyatinin maruz qaldig ¢atinlikler neft ve gaz sektorundan
asilihgin azalmasi tgtn diversifikasiya, inflyasiya tezyigina
nazarat, neft galirlarinin verdiyi manfastin artiriimasi va

korrupsiyanin azaldiimasi ile baghdir.



The total loan portfolio of the banking sector (excluding loans
to financial institutions) increased 55% to AZN 6.8 billion at the
end of 2008, compared with AZN 4.4 billion a year earlier.
Despite the growth, this still represents relatively low levels of
penetration of the banking sector with total banking assets
amounting to 27% of GDP and the total loan portfolio 18% of
GDP. Customer deposits grew by a much lower figure of 18%
to AZN 4.1 billion, decreasing to only 11% of GDP. There was
some contraction of deposits in reaction to world events in the
autumn, with deposits across the sector decreasing by 5% in
October alone.

The global financial crisis has also impacted on Azerbaijan's
banking sector, greatly reducing the flow of new funds to the
sector from international capital markets. This caused some
banks temporary liquidity difficulties in the second half of 2008,
as they were forced to make repayments on existing loans
without the possibility of refinancing them with new loans. As a
result, many banks restricted or even temporarily halted their
lending activities. The Central Bank of Azerbaijan intervened,
injecting additional liquidity by abolishing a 5% reserve
requirement on foreign borrowings and reducing the deposit
reserve requirement from 12% to 6% in Q4-2008 (and to 0.5%
in Q1-2009), as well as extending loans to individual banks.
Repayments of foreign borrowings in 2009 are expected to
cause further temporary liquidity difficulties and restrictions on
lending activity for some banks, but overall the banking sector
remains strong. The pressures on liquidity did see some
increase in interest rates both on loans to clients and deposits.
The banking sector continues to be dominated by the state-
owned International Bank of Azerbaijan, which accounted for
43% of total banking assets and total loan portfolio at the end of
2008. However, its share is on a downward trend, having been

2008
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2008-ci ilde Azarbaycanin imumi bank sektoru yena da suratle
inkisaf etmaya baslayib va ilin sonunda aktivlerin cemi 53%
(2007-ci ilin sonundan etibaren 10,3 milyard AZN) artib. Bank
sektorunda kredit portfelinin comi (maliyys institutlarina verilon
kreditler istisna olmagla) 2008-ci ilin sonunda 55%, yani 6,8
milyard AZN-dak artib — 2007-ci ilde bu gosterici 4,4 milyard AZN
toskil edirdi. Bu artima baxmayaraq, UDM-ds bank sektorunun
pay! nisbaten asagidir — bels ki, UDM-ds bank aktivlsrinin
Umumi pay1 27%, kredit portfelinin cami isa 18% toskil edir.
Musteri depozitlerinin artim reqemi ise daha asagi saviyyade —
18%, yeni 4,1 milyard AZN teskil edib ki, bu da UDM-in 11%
hacmindadir. Butlin dinyada hokm siran ¢atinlik seraitinds
payizda depozitlerde azalmalar miigahids olunub va tekce
oktyabr ayinda butinliikle sektorda depozitlerin hacmi 5% azalib.
Qlobal maliyysa béhrani Azerbaycanin bank sektoruna da tesir
gOsterarak beynalxalq kapital bazarlarindan bu sektora vesait
axinini shamiyyatli dereceds azaldib. Bu hal 2008-ci ilin ikinci
yarisinda bir sira banklar miiveqqati likvidlik problemlarina
maruz qoyub, ¢linki bu banklar, yeni kreditlorle takrar
maliyyslesma imkaninin olmadidi bir seraitde movcud kreditlari
6dameali olublar. Naticada bir cox banklar 6z kreditlesma
fealiyyatini mahdudlagdirmaga, bazileri ise hatta miveqqgati
dayandirmaga macbur olublar. Azarbaycan Markazi Banki bu
veziyyate mudaxile edarak xarici borc ehtiyatinin 5%-ni lagv
edarak alava likvidlik yaradib ve 2008-ci ilin 4-cl riibliinde
depozit ehtiyati Gzrs telablari 12%-dan 6%-a (2009-cu ilin 1-ci
ribunds ise 0,5%-o) endirib, eloca da ayri-ayri banklara kreditlar
verib. 2009-cu ilds xarici borclarin 6danilacayi sababindan bir
sira banklar Ggtin mavaqqgati likvidlik problemlarinin yaranacagi
vo kredtilogsma faaliyystinin mahdudlasacagdi gozlenilir, amma
Umumilikde bank sektoru yliksak saviyyada galacaq. Likvidliyin
maruz qaldigi tezyigler hem mustarilara verilon kreditlerde, ham
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AccessBank — Promoting Rural and Agriculture Development

By 2007 AccessBank had already established itself as the leading
micro and small business lender in Azerbaijan's urban centres.
However, Azerbaijan has a large rural population and agricultural
sector with very limited access to financial services, restricting the
development of the rural regions and non-oil economy. To
address this AccessBank developed a dedicated Agro Loan
product in 2007, designed specifically to address the seasonal
income flow fluctuations of agricultural related businesses,
incorporating repayment analysis based on projected cash-flows,
and flexible disbursal and repayment structures.

In 2008, the Agro Loan became one of the bank's leading
products, accounting for 25% of all business loans being
disbursed by year-end across the bank, and up-to half of all loans
being disbursed in regional branches. The success of the Agro
Loan product, combined with AccessBank's expanding regional
branch network, has resulted in a ten-fold increase in our rural
portfolio in two years, growing from USD 4.2 million (3,537 loans)
at the end of 2006, to USD 45 million (19,000 loans) at the end of
2008. In September 2008 AccessBank's Agro Loan won the
Azerbaijan Micro-Finance Association’s Award for Best New
Product and AccessBank can now proudly claim to also be a
leading investor in the development of Azerbaijan's rural and
agricultural economy.

47% at the end of 2006, shrinking in the face of competition from
leading private-sector banks. While competition in the banking
sector is intensifying, the effective provision of financial services
to AccessBank's target client groups by other banks remains
limited, and competition is having minimal impact on
AccessBank's growth. In addition, AccessBank has seen demand
for its services increasing as some banks and financial institutions
restricted their lending activities in the face of liquidity difficulties.
At the end of 2008, while AccessBank was the market leader in
terms of number of business clients, due to the low average size
of our loans, AccessBank accounted for 2% of banking assets
and 2.3% of loan portfolio. This raised AccessBank into the 'first-
tier' of banks, at number 11 in terms of total assets and number
10 in terms of loan portfolio out of 46 banks.

Apart from the banks, some 94 non-bank financial institutions
operate in Azerbaijan, of which approximately 20 focus on micro
credit activities. The Azerbaijan Micro Finance Association
(AMFA) collects data for 32 institutions involved in microfinance
(consisting of 20 non-bank financial institutions and 12 banks,
including AccessBank). The portfolio of these institutions stood at
USD 554 million at the end of 2008, giving AccessBank 38%
market share and making AccessBank by far the leading
microfinance institution, followed by Finca with 12% market
share.

2007-ci iladak AccessBank Azarbaycanin sshar markezlerinds 6zlnu
artiq aparici mikro va kigik biznes kreditoru gisminda stibut edib.
Bununla bels, Azarbaycanda genis kand maskanleri ve kand tesarriifati
sektoru da movcuddur ki, burada maliyys xidmatlerinden istifade
imkanlari mahduddur va bu, kand regionlarinin ve geyri-neft
igtisadiyyatinin inkisafini mahdudlasdirir. Bununla slagadar olaraq,
2007-ci ilda AccessBank tayinatli agrokredit mahsulu islayib hazirlayib
— bu mahsul, xtisusi olaraq, kend tesarrufati ile slagadar mévsumi galir
axinlarinda bas veran sapintilarin garsisinin alinmasi magsadi ils,
eleca da nazards tutulan nagd vesait axini, kreditin asanligla verimasi
va 6danilmasi strukturu asasinda 6danisin analizinin apariimasi Ggtin
nazards tutulub.

2008-ci ilde agrokredit bankin aparici mahsullarindan birina gevrilib va
bitunlikls bankda ilin sonunda verilimis biittin biznes kreditlarin 25%-ni,
regional filiallarda verilmis kreditlerin iss texminan yarisini tegkil edib.
AccessBank-in regional filial sebakasinin genislenmasi ile miisayist
olunan agrokredit mshsulunun uguru iki il erzinds bizim aqgrokredit
portfelimizin 10 defe artaraq 2006-ci ilin sonundaki 4.2 milyon ABS
dollarindan (3,537 kredit) 2008-ci ilin sonunda 45 milyon ABS dollarina
(19,000 kredit) catmasina sabab olub. 2008-ci ilin sentyabrinda
AccessBank-in agrokreditleri, an yaxsi yeni mahsul kimi, Azaerbaycan
Mikromaliyya Assosiasiyalari Mikafatina layiq goruliib ve AccessBank
indi, hamginin, Azarbaycanda kandlerin va kend tasarriifatinin
inkisafinda aparici investor hesab edilmayas iddiali ola bilar.

da depozitlardes faiz daracalerinin artmasina sabab olub.

Bank sektorunda dominantliga, dévlete maxsus Azarbaycan
Beynalxalg Banki malikdir — 2008-ci ilin sonunda bank
aktivlerinin va kredit portfelinin caminin 43%-i mahz ABB-nin
payina duslr. Bununla bels, ABB-nin payl azalmaya dogru gedir
vo 0zal sektora aid olan banklarla reqabst seraitinds 2006-ci ilin
sonunda ABB-nin payi 47% tagkil edib. Bank sektorunda raqabat
intensivlegdikca, AccessBank-in magsadli mustari qrupuna diger
banklar terafinden effektiv maliyye xidmatlerinin gosterilmasi
mahdudlagir ve regabat AccessBank-in inkisafina minimal tasir
gOsterir. Bundan slave, likvidlik problemi ilo Gzlegan bir sira
banklarin va maliyya teskilatlarinin 6z kreditlasdirma faaliyyatini
mahdudlasdirmasi sababindan, AccessBank-in gostardiyi
maliyys xidmsatlerina talabat artib. 2008-ci ilin sonunda,
kreditlarin orta hacminin asagdi olmasi sababindan 6z biznes
musterilerin sayina gore bazarda liderlik eden AccessBank-in
bank aktivleri 2%, kredit portfeli ise 2,3% artib. Bu, 46 bank
arasinda AccessBank-1 Umumi aktivlers gore 11-ci, kredit
portfelinin hacmina goéra isa 10-cu yera gixarib.

Azorbaycanda banklardan slava, 94 geyri-bank toskilati da
faaliyyat gostarir ki, bunlardan da texminan 20-si mikrokredit
sahasinda caligir. Azerbaycan Mikromaliyys Assosiasiyasi
(AMMA) mikromaliyyalasdirma faaliyyati ile masgul olan 32
taskilat hagginda melumat toplayib (buraya 20 geyri-bank
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AccessBank — Kandlarin va kand tasarrufatinin inkisafina yardim

FINANCIAL RESULTS

In 2008 AccessBank posted an after-tax profit of USD 13
million — three times higher than the USD 4.2 million posted in
2007. The improved profitability was driven by continued
growth in income streams, mainly through portfolio growth (up
81% to USD 208 million, from USD 115 million at the end of
2007) while costs were controlled. This was also reflected in
continuing improvements in efficiency and Expense / Income
ratio, which ended the year at 57%, compared with 68% for
2007. Portfolio yield improved slightly during the year, finishing
at 24.7%, compared with 23.8% at the end of 2007. This was
helped by a slight reduction in the net Financial Expense to
9.1% from 9.3% at the end of 2007 and a slight increase in
Financial Income from 33.2% to 33.8%.

The growth in the loan portfolio fed through into an 81%
increase in total assets, ending the year at USD 242 million,
compared with 133 million at the end of 2007. The growth was
financed primarily by an increase in borrowings (up 67% to
USD 168 million from USD 101 million at the end of 2007), and
was also helped by an increase in deposits (up 90% to USD 27
million from USD 14 million at the end of 2007) and equity (up
154% to USD 42 million from USD 16 million at the end of
2007). The increase in equity was accounted for by both the

AZN 9 million capital increase and the USD 13 million in

Jahid Babayev had a herd of five cows and four sheep when he
was forced to flee the Azerbaijani village of Agdere by the
Garabagh conflict in 1993. He and his family moved to the Sheki
region of Azerbaijan, where they focused on developing their small
herd of animals. But with limited resources, growth was slow and
thirteen years later, by 2006, his herd had grown to only 17 mixed
cows and buffalo and 80 sheep. This is when Mr Babayev first
came to AccessBank for a loan of USD 3,000 to buy more animals.
After four more loans, used for acquiring more livestock and seed
for the land he rents, Mr Babayev has increased his herd to 45
mixed cows and buffalo and 180 sheep. With all of his profits
being reinvested into his business, his assets have increased from
USD 27,000 to USD 69,000 in less than three years. He plans to
continue the growth so that he can send his two teenage children
to university and build a decent home for his family of five.

Cahid Babayev Qarabag munagqisasi ile alagadar olaraq 1993-ci ilda
Azarbaycanin Agdars kandini terk etmaye macbur olarken onun 5
inekdan va 4 qoyundan ibarat mal-qara surtsi olub. O, ailssi ila
birlikde Azarbaycanin Saki rayonuna koglib ve burada 6z kigik
biznesini inkisaf etdirmaya baslayib. 2006-ci ilds o, surisini artiraraq
17 bas inak va camigdan ibarat iribuynuzlu ve 80 bas qoyundan
ibarat xirdabuynuzlu mal-garaya sahib olub, amma biznesini daha da
inkisaf etdirmayi gerara alaraq daha ¢ox qoyun almaq Ugln
AccessBank-dan 3,000 ABS dollari hacminda kredit alib. O, sonradan
daha 4 dafs kredit alib, bu kreditleri bilavasite 6z biznesina yatirib ve
naticeda onun surlsu 45 bas inak ve camisdan ve 180 bas
goyundan ibarat olub. O, alds olunan manfaati tekraren 6z biznesina
yatiraraq, bankla emakdasliq etdiyi 4 ildesn da az bir middat arzinds
6z aktivlerinin hacmini 27,000 ABS dollarindan 69,000 ABS dollarina
catdirib. O, 6z biznesini daha da genislendirmakle iki yeniyetma
ovladini ali maktabds oxutmagi ve yeni ev tikmayi planlasdirir.

maliyys teskilati ve 12 bank, o climleden AccessBank daxildir).
Bu tegkilatlarin portfeli 2008-ci ilin sonunda 554 milyon ABS
dollari tagkil edib ve AccessBank-in bazardaki pay1 38% olub ki,
bu da onu aparici mikromaliyys institutu olan ve bazardaki pay
12% togkil edan Finca teskilatindan qat-qat irali ¢ixarib.

MALIYYD NOTICOLORI

2008-ci ilde AccessBank-in vergilerin 6danilmasindan sonraki
manfaati 13 milyon ABS dollan teskil edib — bu, 2007-ci il Gzre
gostaricidan (4,2 milyon ABS dollari) 3 dafs artigdir. Galirlerin
axinindaki artimin davam etmasi, xtisusen da kredit portfelinin
yuksalmasi (2007-ci ilin sonundaki 115 milyon ABS dollari
gostericisi ile miiqayiseds, 81% artaraq 208 milyon ABS
dollarina gatib) ve bu zaman meydana ¢gixan xarclars nazarst
olunaraq effektivliyin artiriimasi sayasinde miimkuin olub. Bu,
Xarclar / Galirler emsalinda da 6z aksini tapir — 2007-ci ilin 68%-
lik gostaricisi ile mugayiseds, bu ilin sonunda bu ragem 58%
olub. Portfeldan alds olunan galir il boyu sabit qalaragq ilin
sonunda 24,7% teskil edib — 2007-ci ilin sonunda bu gostarici
23,8% idi. Bu, Xalis Maliyya xarclarinin 2007-ci ilin sonundaki
9,3%-dan 9,1%-a enmasi, Maliyye Xarclorinin isa 33,2%-dan
33,8%-9 artmasi sayasinde mimkin olub.

Kredit portfelinin artmasi Umumi aktivlerin 81% artmasi ile

naticelenib — ilin sonunda Gmumi aktivier 242 milyon ABS dollari
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retained earnings for 2008, which were all reinvested into
AccessBank.

The capital adequacy position of AccessBank remained
extremely strong ending the year at 24% for Total Capital
Adequacy and 19% for Tier 1 — or twice the Central Bank of
Azerbaijan regulatory norm of 12% and 6% respectively.

taskil edib, halbuki, 2007-ci ilin sonunda bu reqem 133 milyon
ABS dollarina baraber idi. Bu artim, ilk névbada, borc
vasaitlerinin (2007-ci ilin sonundaki 101 milyon ABS dollarina
munasibatda, 67%, yoni 168 milyon ABS dollar), depozitlarin
(2007-ci ilin sonundaki 14 milyon ABS dollarina munasibatds,
90%, yani 27 milyon ABS dollari) ve saxsi kapitalin (2007-ci ilin
sonundaki 16 milyon ABS dollarina miinasibatds, 154%, yoni 42
milyon ABS dollari) artmasi hesabina bas verib. Saxsi kapitalin
artmasi ise, 6z ndvbasinda, 2008-ci ilde ham 9 milyon AZN
dayarinda kapital artimi, ham da 13 milyon ABS dollari hacminde
alda olunan galirlerla hesablanib ki, bunlar da tekraren
AccessBank-a investisiya saklinde daxil edilib.

AccessBank-in kapital adekvathigi movqgeyi ilin sonunda yiksak
soviyyads galarag, Umumi Kapital Adekvathgi (izre 24%, 1-ci
Saviyys lizra ise 19% toskil edib — bu gdstariciler Azerbaycan
Markeazi Bankinin tanzimlayici normalarindan (mivafiq olaraq
12% voa 6%) iki dafe artiqdir.

SHARING THE BENEFITS OF PROFIT / Manfaat galirlerinin bdlisdiiriilmasi

As AccessBank scaled up and improved its efficiency, the
business of the bank began to generate profit — totalling over
USD 16m by 2008-end. The shareholders have chosen to
reinvest all of this profit back into growing the business,
facilitating the rapid expansion of the bank. As a result, ten
times as many businesses were receiving financing from
AccessBank in January 2009 compared to three years earlier,
in January 2006. Just as significantly the profitability of the
bank facilitated increasing the proportion of loans extended in
AZN - the local currency. This has removed currency risk — the
most significant risk faced by our clients — from thousands of
our borrowers. As the equity of the bank is denominated in
AZN, this forms one of our main AZN resources. As retained
earnings are fed into the equity of the bank, AccessBank's AZN
resources also increase. At 2008-end, 63% of all outstanding
business loans in terms of number (30,000) and 26% in terms
of amount (USD 49 million) were denominated in AZN,
compared to 33% (4,300 loans) and 10% (USD 4.5 million)
respectively at 2006-end, two-years earlier. The staff of
AccessBank are also benefiting from the profitability of the
bank, with salaries having doubled over the last three years.

LOAN PORTFOLIO DEVELOPMENT

AccessBank's total outstanding loan portfolio increased 81% in
2008, well above the 55% average portfolio growth for the
banking sector as a whole, reaching USD 208 million. A total of
76,000 loans for USD 269 million were disbursed in 2008 (up
from 57,000 loans for 158 million in 2007), with an average
loan size of USD 3,534. In November the outstanding portfolio
passed USD 200 million, while at the same time passing the

USD 500 million threshold in total disbursals. Portfolio quality

Oz effektiviik saviyyssini yiikssltmis AccessBank-in biznesi galir
gatirmaya baglayib — 2008-ci ilin sonunda Umumi manfaat 16
milyon ABS dollar teskil edib. Sshmdarlar slds olunan butin
manfaati tekraran biznesin inkisafina sarf etmayi qerara alaraq
bankin siratle béyumasina serait yaradiblar. Naticeds, ¢ il
bundan avvalki — 2006-ci ilin yanvar ayi ile miqayisads, 2009-cu
ilin yanvar ayinda AccessBank-dan maliyys vasaiti alan
sahibkarlarin say1 10 dafe gox olub. ©hamiyyatli haldir ki, bankin
manfaatliliyi milli valyuta olan Azerbaycan manati (AZN) ils verilan
kreditlarin mutenasibliyini artirib. Bu, minlerle debitorlarimizi,
mustarilarimizin an ¢ox Uzlesdiyi valyuta risklerinden azad edib.
Bankin saxsi kapitalinin AZN ils formalagsmasi bizim asas AZN
resurslarimizdan birini yaradir. ©lds olunan gslirlar bankin soxsi
kapitalina daxil edildiyindan, AccessBank-in AZN resurslari da
artir. 2008-ci ilin sonunda bizim 6dsnilmamis biznes kreditlerimizin
say etibari ile 63%-i (30,000 kredit) va mablag etibari ilo 26%-i
(49 milyon ABS dollar) AZN valyuta ile denominasiya olunub — 2
il avvalki, yani 2006-ci ilin sonuna olan goésterici muvafiq olaraq,
33% (4 300 kredit) vo 10% (4,5 milyon ABS dollari) tagkil edirdi.
AccessBank-in manfastliyinden Bank-in is¢i heyati ds faydalanib
—son 3 il arzinds amakhaqglar iki dafs artib.

KREDIT PORTFELININ INKiSAFI

AccessBank-in édanilmamis imumi kredit portfeli 2008-ci ilde
81% artib, sektor lizra orta portfel artimi ise 55% tagkil edarak
208 milyon ABS dollarina gatib. 2008-ci il arzinde imumilikde
269 milyon ABS dollari mablaginds 76,000 kredit verilib (2007-ci
ilde 158 milyon ABS dollari mablaginds 57,000 kredit verilib) —
har kreditin orta mablagi 3,534 ABS dollari tagkil edir. Noyabr
ayinda 6danilmamis kredit portfeli 200 milyon ABS dollarini ve
eyni zamanda, imumi 6daniglerds 500 milyon ABS dollarliq
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remained very good 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 0.56%, compared with 0.05% a year earlier. This
increase comes as a function of two factors: firstly, AccessBank
has not written off any loans since 2006, meaning that all
unpaid loans have been accumulating over this time; and
secondly, as the economy cools, some businesses are
experiencing difficulties. Growth was highest in the Micro
segment, as lending in the SME and Retail segments was
limited by management to concentrate resources into the Micro

segment (see below).

Total Loan Portfolio Development \Kredit portfelinin Gmumi inkisafi

haddi 6tiib. Portfelin keyfiyyati ylksoak seviyyads galaraq Riskli
Portfel > 30 giin (Umumi portfelin faiz gostaricisi kimi, ddenilmasi
30 glindan artiq gecikdiriimis butlin kreditlarin asas mablagi
gisminda hesablanmagla) 0.56% taskil edib — bir il avval bu
gOstarici 0,05%-a barabar olub. Bu artim iki asas amildan irali
gslir: birincisi, AccessBank 2006-c! ilden etibaren heg bir krediti
hesabdan silmayib, yoni 6danilmemis bitin kreditlor bu middat
arzinda toplanib; ikincisi, iqtisadi béhran ssbabindan bazi
sahibkarlar ¢atinliklerle Gizlasirler. Artim Mikro segmentinds daha
yuksak olub, ¢lnki resurslarin Mikro segmentina celb olunmasi
magsadi ile rehbarlik SME ve Parakands kredit seqgmentlerinda

kreditlarin veriimasini mahdudlagdirib (asagidaki cedvals bax).
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BUSINESS BANKING — PORTFOLIO DEVELOPMENT

The outstanding business loan portfolio increased by 89% in
2008 to end the year at USD 191 million (47,753 loans to
46,466 clients), compared to USD 101 million at 2007-end. In
total, 52,480 business loans for USD 244 million were
disbursed in 2008, an increase of 75% over 2007. The average
loan size for all business loans was USD 4,660, with 36% 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 Micro Loan segment, ranging from as low as USD 100 to
USD 10,000, posted the strongest growth in 2008, with the
outstanding portfolio increasing by 103% during the year to
USD 88 million (45,000 loans). The segment continued to
dominate in terms of the number of loans: 94% of all
outstanding business loans were below USD 10,000 and 83%
were below USD 5,000. A total of USD 136 million in Micro
Loans was disbursed in 2008 (50,193 loans with an average
loan size of USD 2,712), exceeding the total disbursed to SME
clients in 2008 by 37% (see below), which clearly
demonstrates AccessBank's focus on the Micro segment.
Portfolio at Risk > 30 days for the Micro Portfolio stood at a
very impressive 0.20%. Through dedication to efficiency and
reducing transaction costs both for clients and the bank,
AccessBank was able to keep the interest rates for Micro
Loans stable, while at the same time increasing the average
portfolio per loan officer. At the end of 2008, this stood at USD
338,000, or 54% higher than at the end of 2007, when the
figure was USD 220,000.

As a further commitment towards 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. This allows the bank
to simplify 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 2008 550 loans for
USD 8.9 million were disbursed in this segment and at year-

BiZNES BANKGILIGI - PORTFELIN iNKISAFI

2008-ci ilde 6denilmamis biznes krediti portfeli 89% artaraq ilin
sonunda 191 milyon ABS dollarina gatib (46,466 musteriys
47,753 kredit) — 2007-ci ilin sonunda bu gostarici 101 milyon
ABS dollari tagkil edib. Umumilikde, 2008-ci ilde 244 milyon
ABS dollari mablaginds 52,480 biznes krediti verilib ki, bu da
2007-ci ilin gostaricisindan 75% artiqdir. Bitlin biznes kreditlari
Ugln orta kredit hacmi 4,660 ABS dollari hacmindadir va butiin
biznes kreditlarinin 36%-i mistari kimi ilk olaraq AccessBank-a
muraciet etmis soxslora verilib.

100 — 10,000 ABS dollari haddinds dayigan mikrokredit
seqgmenti 2008-ci ilds stiratle inkisaf edib va il arzinde
6danilmamis kredit portfeli 103% artaraq 88 milyon ABS
dollarina gatib (45,000 kredit). Bu segment kreditlarin sayi
Uzarinde Ustlnlik teskil etmakda davam edir: bitin
6danilmamis biznes kreditlorinin 94%-i 10,000 ABS
dollarindan, 83%-i ise 5,000 ABS dollarindan asagi olub.
Umumilikde 2008-ci ilde 136 milyon ABS dollari deysrinds
50,193 mikrokredit verilib ki, bunun da orta haddi 2,712 ABS
dollari hacmindas olub. Bu gdstarici, 2008-ci ilde SME
mustarilarina verilmis kreditlarin cemindan 37% artiqdir ki, bu
AccessBank-1n mikrokreditlare ne derecade 6nam verdiyini
aydin sakilde nimayis etdirir. Mikrokreditler portfeli Gglin Riskli
Portfel > 30 gun gostericisi do miukemmal olub (0,20%). Hom
mustarilar, heam da bank Ugtin kredit effektivliyinin artiriimasi ve
amaliyyat xarclerinin azaldilmasi maqgsadi ile AccessBank
mikrokreditler Giglin faiz daracalerini sabit saxlamaga ve eyni
zamanda, har kredit emaliyyatgisinin tizarina diisen orta portfel
saviyyasini artirmaga nail olub. 2008-ci ilin sonunda har kredit
amaliyyatcisinin Gizarina disen orta portfel saviyyasi 338,000
ABS dollari haddinds olub va bu, 2007-ci ilin sonundaki
220,000 ABS dollarindan 54% artiqdir.

Effektivliyin daha da guclandirilmasi istigamatinde ve
musterilarin talebatlarinin yerina yetiriimasi magsadi ilo
AccessBank 6z Mikrokredit metodologiyasini 10,001 — 20,000
ABS dollari segmentinadak genislandirib va onu ayrica mahsul
kimi tasnif edib. Bu, kreditlesma prosesini ham mustariler, ham
da is¢i heyati liclin daha da sliretlendirmakle, kreditlorin
verilmasi prosesini asanlasdirib. 2009-cu ilin avvalinds bu
mahsula Etibarli Kredit adi verilib. 2008-ci ilde bu seqmentda
8,9 milyon ABS dollari mablaginds 550 kredit verilib va ilin
sonunda qaliq portfeli 6.7 milyon ABS dollari mablaginds 529
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end the outstanding portfolio was 529 loans for USD 6.7
million.

The SME portfolio (loans greater than USD 20,000) grew by
67% in 2008, to USD 97 million, with a total of 1,737 loans for
USD 99 million disbursed during the year (average loan size of
USD 57,230). The SME Portfolio at Risk > 30 days increased
during the year to 0.78%, due to the reasons mentioned above,
although this number is still very strong.

The diversification of AccessBank's loan portfolio across
economic sectors improved in 2008. Reflecting the structure of

the private sector economy and microfinance, wholesale and

Annual

kreditdan ibarat olub.

2008-ci ilde KOBK portfeli (20,000 ABS dollarindan artiq
mablagdae kreditler) 67% artaraq 97 milyon ABS dollarina ¢atib
— il arzinde Umumilikda 99 milyon AB$ dollari mablaginda
1,737 KOBK krediti verilib (orta kredit hacmi 57,230 ABS dollari
taskil edib). Yuxarida gosterilan sabablardan, riskli KOBK
Portfeli > 30 glin gbstaricisi il erzinda 0,78%-o galxib, halbuki,
bu regem haloe da son daraca sabit olaraq qgalir.

2008-ci ilde AccessBank-in kredit portfelinin igtisadi sektorlara
miinasibatds diversifikasiyas! yiiksslib. Ozel sektor
igtisadiyyatinin strukturunu oks etdirmakls, topdan ve
parakands satis ticarati daha genis sarmayalarin yatiriimasini

Breakdown of Business Loans by Loan Amount as of 31 December 2008
31 dekabr 2008-ci il tarixine biznes kreditlarinin mablag Uzra bolgusu
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retail trade continued to claim the largest share, with 65.9% of
the outstanding business loan portfolio at year-end, followed by
services (13.1%), and production (9%). Despite the high, 66%,
figure for trade, this was down from 68% in 2007. The portfolio
in this sector is also highly diversified across a wide range of
both wholesale and retail trade activities. The decrease in trade
was absorbed by the agriculture sector which recorded the
largest increase in 2008, ending the year at 6.5% of the
portfolio compared with 3.9% at the end of 2007. In terms of
number of loans the figures are much more impressive, with
17% of the portfolio accounted for by agriculture (up from 12%
at the end of 2007), 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 Agro Loan product introduced in the
summer of 2007. The product has proven to be extremely
popular especially in the regional branches where one-third to
one-half of all business loans are now disbursed under this
product. By year-end, the outstanding Agro Loan portfolio had

Breakdown of business loans by sector as of 31 December 2008

zaruri etmis ve naticada ilin sonunda 6danilmamis biznes
kreditlari portfeli istehsal (9%) ve xidmatlar (13,1%)
mugqabilinds 65,9% olub. Bu yuksslise baxmayaraq, 2007-ci
ilde 68%-lik ticarat gostericisi agagl duserok 66% toskil edib.
Hem topdansatis, hem da perakandas ticaret faaliyyatinin
genislanmasi sayasinda bu sektorun portfeli de ylksak
saviyyada diversifikasiya olunub. Ticarat gostaricilerinde
azalmalar kand tesarrifati sektorunun hesabina kompensasiya
olunub — 2008-ci ilde kend teserrifati sektorunda an bdyik
artim geyda alinib va ilin sonunda portfeldaki artim 6,5% teskil
edib — 2007-ci ilin sonunda bu reqem 3,9% olub. Verilan
kreditlarin say nisbatinds reqemlar daha da mikemmal olub —
kand tasarrufat portfeli 17% toaskil edib (2007-ci ilin sonunda
12%) ve bu, hamin sektorda kreditin orta hacminin daha az
oldugunu gosterir.

AccessBank-in kredit portfelinds kand tesarrifati sektorunun
artmasi, 2007-ci ilin yayinda yeni aqrokredit mahsulunun
buraxiimasinin birbasa naticasidir. Bu mahsul regional
filiallarda xususi nifuza malikdir — burada buttn biznes
kreditlerinin 1/3 hissasinden % hissasinadak hacmi bu mahsul
vasitasi ils verilib. 2007-ci ilin sonunda cemi 3,3 milyon AB$
dollan teskil eden agrokredit portfeli 2008-ci ilin sonunda 14,5

31 dekabr 2008-ci il tarixina biznes kreditlarinin sektor Uzra bolgusu
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RESPONSIBLE LENDING BENEFITTING CLIENTS \ Masul kreditliegmadan faydalanan kreditlar

reached USD 14.5 million from USD 3.3 million at the end of
2007 (with an average loan disbursal of USD 2,210). Quality
remains excellent with PAR > 30 at less than 0.1%. 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
would be classified under the trade and services sectors
respectively).

One of the key developments in the structure of AccessBank's
business loan portfolio in 2008 was the increase in the
proportion of loans in AZN — the local currency. At 2008-end,
25.6% of the outstanding business loan portfolio, in terms of
amount, was in AZN loans — a two-fold increase on the 2007-
end figure of 12.4%. In terms of number of loans, the
proportion was even higher, with 63% of all outstanding
business loans denominated in AZN at year-end, compared to
39.6% at 2007-end. This reflects management's policy of
streaming foreign currency resources to larger SME borrowers,
who have a greater proportion of income and costs in foreign
currency and who are in a better position to absorb shifts in
foreign exchange rates than micro borrowers (see also the box
above).

In 2008 AccessBank participated in an independent country-wide
survey assessing the impact of micro finance on clients conducted
by the Azerbaijan Micro-Finance Association (AMFA) with the
results published by AMFA in February 2009. In addition
AccessBank commissioned AMFA to produce an addendum to the
original report to compare the responses of our clients to the

general survey sample and benchmark our performance.
The findings of both the general and the AccessBank survey were

extremely positive and included: 26% reduction in poverty levels
and 50% reduction in extreme poverty levels among micro-finance
clients; 35% increase in annual income levels in the general
survey and 80% increase in annual income for AccessBank
clients; and increases in expenditures on health and education.
Both the general survey and the AccessBank addendum are
available on our website.

2008-ci ilda AccessBank, mikromaliyyslesmanin musterilara
tasirinin giymatlendiriimasi liglin Azarbaycan Mikromaliyya
Assosiasiyasi (AMFA) tarafinden aparilan 6lke migyasli mustaqil
sorguda istirak edib — bu sorgunun naticeleri AMFA tarafinden
2009-cu ilin fevral ayinda darc olunub. Bundan slave, AccessBank
musterilerimizin sorgu tizre Umumi cavablarini miigayise etmak
ugun hesabatin sslina slave edilmasini AMFA-ya havals edib.

Ham Umumi, ham da Accessbank tarafinden aparilan sorgunun
naticalari son daraece misbat olub: mikromaliyys musterileri
arasinda yoxsullug saviyyssinin azalmasi 26%, ifrat yoxsullug
saviyyasinin azalmasi isa 50% taskil edib; tmumi sorguda illik galir
saviyyasi 35%, AccessBank mustarilerinin illik galiri iss 80% artib;
sahiyya va tadris xarclari do ¢oxalib. Bizim sabaka saytimizda ham
Umumi sorgu, ham da AccessBank-in slavasi ils tanig olmaq olar.

milyon ABS dollarina gatib (verilmis kreditlarin orta hacmi 2,210
ABS dollari tagkil edib). Keyfiyyat saviyyasi ylksak olmaqla,
Riskli Portfellar > 30 giin gostericisi 0.1%-den ds asagdi olub.
Aqgrokredit mahsulu tgin portfelin cami, yuxarida gosterilen
kand tasarrifati sektoru liglin nazards tutuldugundan yiiksak
olub, glinki agrokredit mahsulu, hamginin, kend tasarrifati ile
alagadar olan ve mdévsumi galir gatiran diger xidmat va biznes
sahalarinin maliyyslasdiriimasi ligiin ds istifade olunub
(masalan, toxum va ya gubrs satisi ils, yaxud baytarliq xidmati
ile masgul olan mistariler — bu sahaler, muvafiq olaraq, ticarat
va xidmat sektorlari gisminda tasnif oluna bilar).

2008-ci ilde AccessBank-in biznes kreditleri portfelinin
strukturunda bas vermis asas inkisaf gostericilarindan biri milli
valyutada — AZN-ls verilmig kreditlorin nisbatinin artmasidir.
2008-ci ilin sonunda, 6denilmamis biznes kreditlari portfelinin
mablag nisbati ile 25,6%-ni AZN-la verilmis kreditlar tagkil edib
va bu, 2007-ci ildeki 12,4% gostaricisindan iki defs artiqdir.
Kreditlarin sayina galdikda isa, bu nisbat daha da ylksak olub
— 2007-ci ilin sonundaki 39.6% gdbstericisi ile migayiseds,
2008-ci ilin sonunda, 6danilmamis biznes kreditlarin say etibari
ile 63%-i AZN-Ia verilib. Bu, xarici valyuta resurslarinin daha
cox KOBK miuisterilarine yonaldilmasi istigamatinda rahbarliyin
siyasatini aks etdirir, glinki KOBK muisterilarinin xarici valyuta
ile galir ve xarclarinin nisbati daha ylksakdir ve mikrokredit
mudstarileri ile mlqayisads, xarici valyuta kurslarinin dayisilmasi
baximindan onlar daha alverigli mévgeya malikdir.
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CORPORATE SERVICES

As our 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 Trade Finance Operations and
managing company payrolls through AccessBank under Salary
Projects (see below). The department also aims to attract and
serve larger 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 us meet our strategic
objective of expanding and diversifying our funding base for

our core, business-lending activities.

RETAIL BANKING AND OPERATIONS

Having developed a range of core products in 2006 and 2007,
in 2008 Retail Banking and Operations focused on developing
our client base and growing business volumes. This also
required continued extensive staff training, especially for new
staff for the six new branches that were opened in 2008.

KORPORATIV XiDMSTL8R

Mustarilarimizin biznesi inkisaf etdikce, onlarin maliyya
xidmatlaerina olan talebatlari da dayisir. Korporativ Xidmatlar
Departamenti mahz bu talabatin 6danilmasi magsadi ila
yaradilmigdir ve Bas Ofis heyati filial heyatinae, mistarilora
xususi mahsullarin teqdim olunmasinda kémaklik gdsterir
(masalan, Ticari Maliyye ©maliyyatlari va bizim ®makhaqq
Layihamiz asasinda sirkatin 6dama cadvallerinin idara
olunmasi). Departamentin digar maqsadi, bank xidmatlarina
ehtiyaci olan, amma maliyys yardimi zarursti ile Gizlegsmayan
daha genis xarici sirkatlarin va teskilatlarin calb olunmasindan
v onlara xidmat gésterilmasinden ibaratdir. Bu, bizim strateji
magsadlara nail olmagimiza sarait yaradir, ginki ham
toskilatlarin, ham da onlarin is¢i heyatinin cari hesabi vo
depozit balanslari, AccessBank-in asas biznes kreditleri
foaliyyati Uguin bankin maliyyslasdirma bazasinin
geniglendiriimasina va diversifikasiya olunmasina komak edir.

PORAKSND® BANK 8MOLIYYATLARI

2006 va 2007-ci illerds bir sira asas mahsul ¢esidlarinin iglenib
hazirlanmasi sayasinds 2008-ci ilde Parakenda bank
amaliyyatlari bizim musteri bazamizin genigslenmasine vo
biznesin hacminin artiriimasina yonalib. Bunun g¢ln bitinlukle



Deposits and Current Accounts — The growth of deposit and
current accounts in 2008 was extremely strong, increasing by

89% — or more than four times higher than the 18% deposit
growth posted across the banking sector. Total current
accounts and deposits closed the year with a combined total of
USD 26.5 million (28,000 accounts), compared to USD 14
million at the end of 2007 (11,900 accounts) — a 137% increase
worth a total of USD 26.5 million. While there was a decrease
in Current Account balances over the last quarter of 2008, this
was due to the unwinding of short-term deposits in AccessBank
by local financial institutions. Term deposits remained stable
through the last quarter, which in itself is an achievement as
deposits across the banking sector were contracting
significantly in the autumn in reaction to world events.
Account Turnover — Account Turnover more than doubled in
2008, despite businesses' continued preference for informal
transfer systems that bypass both tax authorities and legal
restrictions on international payment transfers. Non-cash
turnover increased by 125% to USD 95 million in 2008, from

USD 42 million in 2007, while cash turnover increased by
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isci heyatinin, xtiisusan 2008-ci ilde agilmis 6 yeni filialin
amakdaslarinin davamli sursatds talimatlandiriimasi telab
olunur.

Depozitlar va cari hesablar — 2008-ci ilde depozitlerin va cari
hesablarin hacmi son daracs yuiksak olub ve artim 89%, yani
bank sektorunda bas vermis 18%-lik depozit artimindan an azi
4 dafs gox olub. ilin sonunda cari hesablarin ve depozitlerin
comi Umumilikde 26.5 milyon ABS dollari (28,000 hesab) tagkil
edib, yani 2007-ci ilin sonundaki 14 milyon ABS dollar (11,900
hesab) ile miiqayisada 137% artiq olub. 2008-ci ilin sonuncu
ribilindan sonra Cari Hesab balansinda bas veran azalmalar
AccessBank-da yerli maliyys toskilatlari tarefinden qisamuddatli
depozitlerin acgiimasi ile slagadar olub. Sonuncu rib arzinda
middatli depozitlar sabit qalib ki, bunun 6z ds bir nailiyyatdir,
¢unki dunyada bags veran hadisslarle bagli olaraq, payizda
bank sektorunda depozitlarin saviyyasi xeyli mahdudlagsib.
Musteri hesablarinda vasait dovriyyasi — Qeyri-rosmi
koégurma sistemlari, beynalxalq 6danis sistemlari Gzre hiquqi
mahdudiyyatlerdan azad oldugundan va vergi organlari ila
problem yaratmadigindan, sahibkarlar mahz geyri-rasmi
koglirma sistemlarina Ustinlik versa da, 2008-ci ilde mistari

Development of Deposit Accounts in 2008/2008-ci ilds depozit hesablarinin inkisafi
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115% to USD 306 million in 2008, from USD 142 million in
2007. 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 our
extensive 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 the leading fast
international money transfer systems for account and non-
account holders, including 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. Migom and
Contact were new systems introduced in 2008. AccessBank
also used to offer Moneygram, but transactions via this system
were halted by the Central Bank of Azerbaijan after it was
discovered that the system operated in the disputed territories
of Nagorno Garabagh. The total number of transactions via
these systems grew by more than 50% in 2008 to 21,661, and
the value of those transactions rose more than 80% to USD 19
million. Incoming transactions continue to dominate,
accounting for 83% of the total volume, mostly coming from
family members working in Ukraine and Russia.

Visa Cards — 2008 marked the first full year of offering Visa-
branded cards, accepted worldwide. In 2008 Visa chip cards,
with longer life-spans and higher security, were added to the
product range. 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 currencies, both in Azerbaijan or
abroad, without incurring any currency conversion fees or
commissions — a first for Azerbaijan. Other features include
card-to-card transfers, pin change and payment for mobile-

phone services, and utilities through ATMs. One of the strategic
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hesablarinda vasait dovriyyssi ikigat artib. 2007-ci ilds 42
milyon ABS dollarliq qeyri-nagd vesait dévriyyasi 2008-ci ilda
125% artaraq 95 milyon, 2007-ci ilde 142 milyon ABS dollarliq
nagd vesait dovriyyasi ise 2008-ci ilde 115% artaraq 306
milyon ABS dollari olub. Bu biznesi inkisaf etdirmakds maqgsad
mustari xidmatlarini yaxgilasdirmaqdan, HOEKS Azarbaycan
kliring sistemi ve SWIFT beynalxalq pulkdg¢irms sistemi ilo
mustarilara rahat pulkéglirma imkanlari yaratmaqgdan, muxbir
hesablari sebakemizden istifadeys kdmak etmakdan ibaratdir.

Pulkogiirma sistemlari — Xaricds galisan aila tzvleri
taraefinden hayata kegirilon beynalxalq pulkdgirmaler, galir
saviyyesi asagl olan bir gox Azarbaycan ailsleri Gglin zaruri
gslir manbayidir. Bu bazari goruyub saxlamaq maqsadi ilo
AccessBank 6z musterilerina genis ¢esidli suratli beynalxalq
pulkéglirma sistemlarinden istifade etmays imkan yaradir —
bunlar Western Union, CoinStar (kegmis Travelex), Bystraya
Pochta, PrivatMoney, Migom va Contact sistemlaridir ki,
bunlardan da sonuncu dordi, Azarbaycanli mihacirlerin is
axtarmaq Ugtn getdiyi MDB 6lkalarini shate edir. Yeni sistemlar
olan Migom va Contact 2008-ci ilda isa salinib. AccessBank bir
vaxtlar Moneygram sistemini da taklif etse de, bu sistemin isgal
olunmus Dagliqg Qarabag srazisinds de faaliyyat gdstermasi
askar olundugdan sonra bu sistem vasitssi ile aparilan
tranzaksiyalar Azarbaycan Markazi Banki terafinden
dayandirilib. Adi gakilen pulkdgiirma sistemleri vasitasi ila
aparilan amaliyyatlarin Gmumi sayi 2008-ci ilde 505-dan do gox
artaraq 21,661-9, tranzaksiyalari dayari ise 80%-dan ¢ox
artaraq 19 milyon ABS dollarina ¢atib. Madaxil emaliyyatlarina
Ustlnlik verilmasi davam edir va imumi hacm 83% olmag]la,
daha ¢ox Rusiyada va Ukraynada calisan aile tzvlerinin hayata
kegirdiyi pulkbglirma amsaliyyatlarini ehtiva edir.

VISA Kartlari — 2008-ci il arzinds, ilk dafs olaraq, bitin
dinyada gabul olunmus VISA kartlari teklif olunmaga baslandi.
2008-ci ilds, istifade muddati daha uzun va tahlikasizlik
saviyyesi yuksak olan VISA ¢ip kartlari mahsul gesidlarina
alave edildi. AccessBank VISA Kartlarinin xtisusiyyatlerine
daxil olan “multivalyuta” segimi, hamin kartla manat, ABS
dollari va Avro kimi valyutalari gixarmaga vae istifadagiye ham
Azarbaycanda, ham da xaricds bu Ug¢ valyutadan hear hansi biri
ilo 6danis etmaya imkan verir v bu zaman valyuta
konvertasiyasina xarc ¢gakilmasi taleb olunmur. Digar
xususiyyatlor, “kartdan karta” kdglrmaleri ve bankomatlar
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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
our SME clients in 2007 and the growth of this service in 2008,
AccessBank further encouraged the use of current accounts by
SME, corporate clients and their employees. Under the project,
employers pay salaries through AccessBank and AccessBank
issues all of the employees plastic debit cards to access their
salary accounts via both AccessBank branches and ATMs. In
addition to increasing current account balances and turnover,
Salary Projects also help strengthen the relationship with our
SME clients. By the end of 2008, AccessBank had 66 salary
projects operating, through which 1,500 employees received
their salary. The total number of debit cards increased by 150%
in 2008 to 5,854 at year-end, from 2,287 a year earlier. The
total value of transactions in 2008 tripled to USD 16 million,
from USD 5.5 million in 2007 (81,527 transactions, compared
to 39,188 in 2007). While these figures are strong, AccessBank
considers them to be just the first steps in the potential
development of this business.

Retail Lending — Retail Loans were introduced as a new
product in mid-2006 to help families finance the acquisition of
core household goods as well as to provide a service to our
SME clients. Under the product AccessBank teamed up with
some of our 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 program also provides
loans to the retailers' staff, similarly guaranteed by the retailers.
For AccessBank, retail lending serves three strategic
objectives: firstly, it extends access to financing to low-income
households; secondly, it helps AccessBank develop a retalil
client base — a market where AccessBank was relatively
unknown; and thirdly, it deepens the links between the bank

and our SME clients through expanding the range of services

vasitesi ile mobil telefon ve kommunal xidmatlarinin hagqginin
6danilmasini nazarda tutur. Viza debit kartlarinin taqdim
olunmasinin asas strateji maqgsadlarinden biri mistarilari 6z
cari hesablarindan istifade etmays va AccessBank-daki
depozitds daha gox nagd vesait saxlamaga s6évq etmekden
ibaratdir. Bu maqgsad asasinda 2007-ci ilde KOBK va korporativ
musterilarimiz G¢clin ©makhaqq! Layihasinin hayata
kegiriimasina baslanilib. Bu layihe asasinda isegétirenler 6z
iscilorine amoakhaqglarini AccessBank vasitesi ile 6dayir vo
AccessBank bitln isgileri elektron plastik debit kartlarla tamin
edir ki, onlar da hamin kartlar vasitssi ila ister AccessBank
filiallarindan, istarsa de bankomatlarindan 6z ameakhaqqlarini
¢ixara biler. Cari hesab balansinin ve dovriyyanin
artinlmasindan slave, ©makhaqqi Layihaleri bizim KOBK
musterilari ils alagalari gliclandirmays kdmak edir. 2008-ci ilin
sonunadak AccessBank-da 66 amakhaqqi layihasi hayata
kecirilib va 1,500 emakdas 6z smakhaqglarini mahz bu
layihalar asasinda alib. 2008-ci ilde debit kartlarinin Gmumi
sayl 150% artaraq ilin sonunda 5 854 adads ¢atib — bir il avval
onlarin sayi 2 287 idi. 2008-ci ilde hayata kegirilan
tranzaksiyalarin Umumi dayari 3 defs artaraq 16 milyon ABS
dollarina g¢atib — 2007-ci ilde bu regam 5,5 milyon ABS dollari
taskil edirdi. ©gar 2007-ci ilde 39,188 tranzaksiya hayata
kegirilibsa, 2008-ci ilde bu regem 81,527 olub. Butin bunlar
¢cox musbat gostarici olsa da, AccessBank bunu 6z biznesinin
potensial inkisafinda ilk marhale hesab edir.

Parakanda kreditlar — Parakandas kreditlor 2006-ci ilin
ortalarinda yeni kredit mahsulu gisminds, asagi gelirli ailalere
asas tesarrifat mahsullarinin alde olunmasinin
maliyyalasdiriimasi va bizim SME mustarilarimize xidmat
gosterilmasi magsadi ila taqdim olunub. Bu mahsul asasinda
AccessBank, elektrik cihazlarinin, tesarriifat mallarinin ve
mebelin parakanda saticilari olan bazi SME miustarileri ilo birga
amakdasliq edir. Parakands saticilar, 6z alicilarini
AccessBank-a gonderir ve bazi hallarda perakands saticilarin
ozleri kreditlar Giglin alave zemansatler verirler. Bu program,
hamginin, parakenda saticilarin heyatina kreditloerin verilmasini
nazarda tutur ve bu kreditlare da saticilar 6zleri zeamanat verir.
AccessBank ugln parakands kreditler 3 strateji magsad
dasiyir: birincisi, bu, asagi galirli ailelerin maliyyslasdirilmasine
sorait yaradir; ikincisi, bu, AccessBank-a parakends mustari
bazasini genislendirmak imkani yaradir (bu bazarda
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MURAD AGRO COMPANY \ Murad Agro sirkati

Employee proauci_ng “gahd”\Qend istehsal edan isci

provided by AccessBank. In 2008, AccessBank also began
issuing on-site loans to clients in several of our leading retail
partners. This served to reduce the amount of time required to
receive a loan, while also reducing congestion within
AccessBank branches and increasing the visibility of
AccessBank through additional placements in prime retail
locations.

Because the demand for financing we experienced in 2008
exceeded all our expectations, we prioritised Micro Business
lending. We thus reduced Retail lending through most of 2008,
contracting the portfolio in the second half of the year. As a result
the Retail Portfolio at year-end of USD 12.2 million (23 000
loans) was only slightly higher than at the end of 2007, when it
totalled USD 11.4 million (17 175 loans). Despite the profitability
and demand for Retail Loans, AccessBank is committed to
developing this business responsibly in order to ensure that
clients are not overburdened with debt. Management has
actively restrained the growth of this business by strictly limiting
the number of retail partners with which it works and observing
stringent limits on debt-to-income ratios of loan applicants. The
clearest proof of our responsible lending is the very low rates of
arrears with the PAR > 1 day rate standing at 1.9% and PAR >
30 days rate at 1.6% at year-end, with no write-offs to date.
Marketing — In 2008, AccessBank's marketing focused on the

After the fall of the Soviet Union, Magsud Alizade, a trained
engineer, began bartering and trading in food products. In 2003 Mr
Alizade with a partner opened Murad Agro in Sumgayit to focus on
trading soy beans, raising and selling chickens, and producing
starch and the locally popular sugarloaves, known as ‘gand’. By
2006 Murad Agro had expanded to 70 employees and was
profitable. Unable to obtain financing from traditional banks, in
2006 Mr Alizade approached AccessBank and obtained an SME
loan to increase stock and production levels. Since then Murad
Agro has received six further SME loans form AccessBank helping
the business to continue its growth and boost margins. Murad Agro
now employs 100 staff whose salaries have also increased
significantly and is exploring opportunities to export their
sugarloaves to the Azerbaijani diaspora.

Sovet Ittifaqinin siiqutundan sonra tecriibsli mithendis Magsud
Olizads arzaq mallarinin barteri va satisi ile masgul olmaga
baslayib. 2003-cti ilde cenab Slizads 6z tarafdasi ils birlikda
Sumgayitda Murad Agro sirkatini tesis edarak soya paxlasinin satisl,
toyug-ciice yetigdirilmasi va satisl, nisasta ve qand istehsali ila
masgul olmaga baslayib. 2006-ci iladek Murad Aqgro sirkati yiksak
manfaatls islayarak emakdaslarinin sayini 70 nafars ¢atdirib.
©nanavi banklardan maliyys vesaiti alds eds bilmadiyinden, 2006-ci
ilde M.Blizada mal ehtiyatinin artiriimasi ve istehsal saviyyasinin
yuksaldilmasi magsadi ile AccessBank-a galerek KOBK uglin
muracist edib. Hamin vaxtdan etibaren Murad Aqgro sirksti 6z
artimini davam etdirmak va reklam saviyyasini yliksltmak tgcln
AccessBank-dan daha 6 defe KOBK alib. Hal-hazirda Murad Agro
sirkatinds 100 amakdas c¢aligir, onlarin emakhaqqi da shamiyyatli
daracads artib va hal-hazirda sirket Azarbaycan diasporasina gand
ixrac etmak tacrubasini sinaqdan kegirir.

AccessBank nisbaten az taninir); Ggiincisu, AccessBank-in
taqdim etdiyi xidmatlar ¢esidinin genislandiriimasi bankla
KOBK mdustarilari arasindaki slagalarin méhkemlenmasina
sorait yaradir. 2008-ci ilde AccessBank, hamginin, bizim bir
nega aparici parakends terafdaslarimiz arasinda musterilore
yerinda kreditlerin verilmasina baslayib. Bu, kreditin alinmasi
ucln telab olunan vaxti qisaltmaga kémak edir ki, bu da, 6z
névbasinda, AccessBank filiallarinda sixligin aradan
galdiriimasina ve asas perakands emsaliyyat sahalarinds
AccessBank-1n nifuzunun artirilmasina serait yaradir.

2008-ci ilde maliyys vasaitlarine talabat bizim gozlediyimizden
da artig oldugundan, biz Mikro Biznes kreditlegsmasina daha
¢ox Ustunluk verdik. Belslikla, biz 2008-ci ilin aksar hissasinda
parakands kreditlesmani azaltdiq vs ilin ikinci yarisinda portfeli
ixtisar etdik. Naticads, ilin sonunda Parakends Portfelin hacmi
12,2 milyon ABS dollarina (23 000 kredit) berabar oldu — bu,
2007-ci ilin sonundaki 11,4 milyon ABS dollarliq (17 175 kredit)
gOstariciden azaciq artiqdir. Parakends kreditlarin manfaatlilik
saviyyasi va bu kreditlore telebat yliksak olsa da, AccessBank
mudstarileri borcla haddan artiq yiklanmays mearuz goymamaq
Uguin bu biznesin inkisafina masuliyyatlse yanagir. Rahbarlik,
amakdasliq etdiyi perakandas terafdaslarin sayini
mahdudlasdirmagla va kredit arizagilerinin “borc-galir”
amsalina da ciddi mahdudiyyatler goymagla bu biznesin
inkisafini feal suretde mahdudlasdirib. Bizim masuliyyatli
kreditlesma siyasatimizin bariz gdstaricisi, ilin sonunda Riskli
Portfel > 1 giin amsalinin 1.9%, Riskli Portfel > 30 giin
amsalinin isa 1,6% saviyyasinde galmasi ve hamin tarixedak
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rebranding in September. This required extensive preparatory
work to transform all of the bank's marketing material, internal
and external signage and branding. The rebranding was
followed by an extensive multi-media marketing campaign
focusing initially on the name change, and then on the deposit
products offered by the bank. As the public profile of the bank
grows, the demands on the Marketing department are
increasing and in the middle of the year the department was
strengthened by the appointment of a Public Relations
Manager. The marketing department was also heavily involved
in setting up AccessBank's Call Centre which went live at the
beginning of the year. This allows our clients to obtain
information on all our products and services by dialling 151.

REFINANCING

The growth in 2008 was primarily funded by AccessBank's
success in attracting international refinancing. Despite the
worldwide difficulties in raising funds, AccessBank secured
over USD 80 million in new funding in 2008, marking a 33%
increase over the 2007 total of USD 60 million. Total
borrowings increased to USD 170 million at the end of 2008

Retail Loan Portfolio Development \Istehlak krediti portfelinin inkisafi

hec bir hesabdan silinmanin apariimamasidir.

Marketinq — 2008-ci ilde AccessBank-in marketing fealiyyati
sentyabr ayindaki rebrendinga yonaldilib. Bankdaki butin
marketing materiallarinin, imza nimunalarinin ve brendinglarin
dayisdiriimasi boyuk hazirliq islerinin apariimasini talab edir.
Rebrendingdan sonra, bankin adinin dayisilmasina va bankin
taklif etdiyi depozit mahsullarina yénaldilmis irimiqyasli
multimedia marketing kampaniyasina baslanilib. Bankin ictimai
profili artdigca, Marketing Departamentina garsi qoyulan
toloblar da artib ve ilin ortasinda Departamentda ctimai
Olagaler Uzra Menecer vazifasi yaradilib. Marketing
Departamenti ise AccessBank-in Zang Markazinin (Call
Centre) yaradilmasina calb olunub va bu markaz 2008-ci ilin
avvalinds faaliyyate baslayib — indi musterilerimiz 151
ndmrasina zang vurmagla bizim butiin mahsullarimiz va
xidmatlarimiz haqqinda malumat ala bilarler.

TOKRAR MALIYYOLOSDIRM®

2008-ci ilda bas veran yuksalis, asasan, AccessBank-in
beynalxalq tekrar maliyyslasdirma fealiyyatina celb olunmasinda
gazandigi ugur sayasinde mimkun olub. Maliyys vasaitlarin
artinlmasi ils slagadar butun dinyada ¢atinliklarin hokm
surmasina baxmayaraq, 2008-ci ilds AccessBank tarafindan 80

18,000,000 40000

16,000,000

14,000,000 — 25000
g 12,000,000 [ .
20T >z
g 10,000,000 H
=3 B g
S 8,000,000 15000 H
52 6,000,000 - 10000 23

%]
g 4,000,000 —
2,000,000 — & 5000
¥ -0

Lo mo vV o veEvIEvIE X X XEXE T veoveovE vIEvIEIE X X XE X

07 07 07 07 07 07 07 07 07 07 07 07 08 08 08 08 08 08 08 08 08 08 08 08

[l Amount of Outstanding Loans
\ Odanilmamis kreditlerin mablagi

Number of outstanding credits
\ Odanilmamis kreditlarin sayi



from USD 102 million at the end of 2007. This included several
notable transactions. In February USD 13.6 million was raised
through the second closing of our debut bond after the first
closing in August 2007, bringing the total amount from the
issue to USD 25 million. The bonds were issued as a private
placement via a Luxembourg Special Purpose Vehicle and
were the first bonds to be issued to international capital
markets for Azerbaijan. The bonds brought new stakeholders
to AccessBank as well as starting a track record for
AccessBank bond issues. In November AccessBank closed its
first syndicated loan for USD 28 million, arranged by EBRD.
Successfully closing both the bond and syndicated loan in such
turbulent market conditions again demonstrated investor
confidence in the bank. Additionally, in August, AccessBank
received its second loan denominated in the local currency,
AZN (from Minlam), after receiving the first in December of
2007. AccessBank was also successful in broadening its
refinancing base in 2008, securing funding from new partners
and funds such as Bank im Bistum Essen, Minlam, Finethic
and EMF Microfinance (the latter two arranged by Symbiotics).
Other funding was provided by the Black Sea Trade and
Development Bank, Blue Orchard-Dexia, Developing World
Markets-SNS, GMF, Incofin-Impulse, Incofin-VDK Spaarbank,
KfW, Oikocredit, SIFEM, Symbiotics-Dual Return and Triodos.
Confidence in AccessBank was further boosted when
AccessBank received its first rating from Fitch Ratings of BB+,
which is the highest rating for any private Azerbaijani bank and
matches the country ceiling.

BRANCH DEVELOPMENT

In 2008 AccessBank opened six new branches, three in and
near Baku and three in the regions, in Gazakh, Mingechevir
and Zagatala. Two further regional branches were opened in
Q1-2009 in Jalilabad and Salyan, demonstrating AccessBank's
continuing commitment to providing access to financial
services nationwide.
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milyon ABS dollari mablaginds yeni maliyys vasaiti alds olunub
— 2007-ci ilde bu mablag 60 milyon ABS dollari hacmindas, yani
33% az idi. Bu, 2008-ci ilin sonunda mumi borc vasaitlerini 170
milyon ABS dollari mablagina ¢atdirib — 2007-ci ilin sonunda bu
mablag 102 milyon ABS dollari hacmindas idi. Buraya bir ne¢e
ahamiyyatli tranzaksiyalar daxildir. Fevral ayinda bizim debdit
istigrazimizin ikinci buraxilisindan sonra (istigrazin birinci
buraxilisi 2007-ci ilin avqust ayinda olub) 13,6 milyon ABS
dollar artaraq emissiyadan imumi hacmi 25 milyon ABS dollari
haddina ¢atib. Liksemburq Xisusi Sekyuritizasiya Masini
vasitasi ila emissiya olunan bu istigrazlar Azerbaycan Ugin
beynalxalq kapital bazarlarina emissiya olunan ilk istigrazlardir.
Bu istigrazlar AccessBank-a yeni sshmdarlar va AccessBank-in
istigraz emissiyasina yeni nailiyyatler gatirib. Noyabr ayinda
AccessBank AYIB terafinden teyin olunmus 28 milyon ABS
dollari mablaginds ilk sindikatlagdiriimis kreditini verib. Hom
istigrazlarin emissiyasinin, ham ds sindikatlasdiriimis kreditin
verilmasinin ugurla basa catdiriimasi investorlarin banka olan
inamini bir daha nimayis etdirir. Slava olaraq, avqust ayinda
AccessBank Minlam sirkatindan yerli valyuta (AZN) ile ikinci
kreditini alib — milli valyuta ils ilk kredit 2007-ci ilin dekabr ayinda
alinmigdi. 2008-ci ilde AccessBank, hamginin, Bank im Bistum
Essen, Minlam, Finethic va EMF Microfinance (sonuncu iki
tagkilat Symbiotics terafinden tayin olunub) kimi yeni
terefdaslardan va fondlardan maliyye vesaitleri elde etmakle 6z
tekrar maliyylasdirma bazasini artirmaga nail olub. Sonraki
maliyys vesaitleri Qara Daniz Ticarst ve inkisaf Banki, Blue
Orchard-Dexia, Developing World Markets-SNS, GMF, Incofin-
Impulse, Incofin-VDK Spaarbank, KfW, Oikocredit, SIFEM,
Symbiotics-Dual Return va Triodos kimi taskilatlardan slds edilib.

Fitch Ratings agentliyi tarafindan AccessBank-in Azarbaycan
0zal banklari Ggiin an yluksak BB+ reytingina layiq gorilmasi
AccessBank-a olan inami daha da artirir.

FILIALLARIN INKiSAFI

2008-ci ilde AccessBank 6zinun 6 yeni filialini agib. Bunlardan
3-U Baki ve Bakistrafi srazilards, 3-u ise regionlarda — Qazax ,
Mingacevir va Zagatalada acilib. 2009-cu ilin birinci riblinds
isa Calilabad ve Salyanda daha iki filial agilib va bu,
AccessBank-in butunlikls 6lke migyasinda shaliys maliyya
xidmatlarindan yararlanmagq imkani yaratmagq niyyatini bir daha
nimayis etdirir.
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RISK MANAGEMENT

The strength of AccessBank's risk management is
demonstrated by the excellent portfolio quality. Nevertheless,
management is not complacent, recognising that as the
economy cools risks are increasing and we are constantly
strengthening risk management. 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 (consisting of a Credit
Manager and separate heads for Micro, SME and Training) and
relieving Senior Loan Officers of direct lending duties, allowing
them to concentrate fully on the management, training and
supervision of loan officers in the branch. This structure was
consolidated in 2006 and 2007 with the addition of a Back
Office Head and branch level Heads of SME, and as the staff
became 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
includes Departmental Heads for Banking Services, Retail
Lending and Payment Cards.

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

In 2008, AccessBank created a Risk Management Department
to review all new loans for exposures over USD 100,000,
adding another layer of independent review, and to take
responsibility for strategic monitoring and analysis of risk.
Similarly Risk and IT committees were created, reporting to the
Supervisory Board, to further strengthen risk management.
AccessBank's business success is reliant on the bank's IT
systems for day-to-day operations and management
information. All branches are connected online, and all
business is fully integrated in a central database. This provides
management with instant up-to-date information on all
activities, available at any point in time, at their desk-top PCs.
The Internal Audit Function also continued to be strengthened

RISKLORIN IDAR® OLUNMASI

Portfelin keyfiyyatinin yliksoek saviyyada olmasi AccessBank-da
risklerin yuksak saviyyads idare olundugunu nimayis etdirir.
Amma rahbarlik bununla arxayinlagmir, ¢linki iqtisadi sahada
riskler durmadan artir ve biz risklerin idare olunmasi
saviyyasini de davamli sakilde glclandiririk. AccessBank Gglin
an Umda risk névu sayilan kredit risklarinin idare olunmasi,
biznes kreditlerinin verilmasi magsadi iloe 2005-ci ilde Bas
Ofisda Kredit idaragiliyi sébasinin yaradilmasi ile shamiyysatli
daracada guclendirilib — bu séba Kredit Menecerindan ve ayri-
ayri Mikro, KOBK va Talimat rehbarlarindan ibaratdir. Béyuk
Kredit ®msaliyyatcilarinin birbasa kredit 6hdalikleri ile alagadar
yuklUnu azaltmagla, bu s6banin yaradilmasi onlara 6z diggatini
tam olaraq, filialin kredit amaliyyatgilarinin idare olunmasina,
telimatlandiriilmasina va onlara rehbarlik edilmasina
yonaltmays imkan yaradir. Bu struktur, 2006-2007-ci illerde
Bak Ofis va filiallardaki SME Departamenti rahbarlarinin bir
araya gatiriimasi naticasinde yaradilib ve Departamentin yeni
isci heyatinin tacribssinin artmasina gatirib. Kredit
Departamentinda oldugu kimi, Parakenda ve ©masliyyatlar
Biznesi Departamentinin risklarinin idara olunmasi magsadi ile
2006-ci ilds Bag Ofis funksiyalari da yaradilib. Buraya Bank
Xidmetleri, Parakende Kredit vo Odenis Kartlari (izre
Departament Rahbarlari daxildir.

Taskilati cehatdan filial menecerina, texniki cohatdan ise Bas
Ofisin biznes menecerlarina tabegiliyi nazards tutan bu struktur
effektiv olmagla barabar, siyasst ve prosedurlara riayat
olunmasinin ¢arpaz yoxlaniginin aparilmasina va risklerin
lazimi gaydada idare olunmasina serait yaradir.

2008-ci ilde AccessBank, 100,000 ABS dollarindan artiq
mablagda verilon bitln yeni kreditlare nazarst olunmasi
magsadi il Risk Idaragiliyi Departamentini yaradib ve bu,
risklerin mustaqil sakilde idara olunmasi ils barabar, strateji
monitoring va risklarin analizi Gglin da sarait yaradir. Mlvafiq
olaraq, Risk ve IT Komiteleri de yaradilib — bu Komitaler
Misahida Surasina hesabat verir va risklerin idare olunmasini
guclandirir.

AccessBank-in amaliyyatlari, glindalik emsaliyyatlarin
aparilmasi ve rahbarliyin malumatlandiriimasi baximindan
informasiya Texnologiyalarina asaslanir. Biitiin filiallar “onlayn”
gaydada birlesmis va biznes tam olaraq markazi malumatlar



by the expansion of the department to a total of eight full-time

staff in 2008 and by the growing experience and confidence of
the department. The department is supported by a senior
independent advisor on internal control who also heads the
Audit Committee reporting to the Supervisory Board and the
Shareholders. Each branch and Head Office department is fully
audited at least twice per year and the Audit Department works
closely with management, highlighting risks and advising on
eliminating weaknesses.

OUTLOOK

In 2008 AccessBank succeeded in maintaining its rapid growth,
increasing outreach and improving efficiency and profitability,
while remaining true to its core mission of serving micro and
small businesses and low and medium income households.
We anticipate that the economic environment in 2009 will be
more challenging, yet this only increases the importance of our
role as a reliable business and savings partner. And we also
anticipate increasing demand as many other institutions face
liquidity issues and are likely to limit lending activity. Although
competition has intensified in recent years, AccessBank
remains the only bank focused on serving the needs of
Azerbaijan's 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 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 our clients.

As AccessBank matures, our pace of growth will slow in 2009,
especially in terms of branch growth and we will be shifting our
focus to increasing the depth of penetration of our current
markets. This includes expanding the relationships with our
existing clients to mobilise their savings and liquid resources in
order to reduce our reliance on external refinancing.

We expect that 2009 will bring new challenges and we have
already taken steps to meet these challenges — increasing
resources allocated to risk management and strengthening
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bazasinda inteqrasiya edilmalidir. Bu, butun faaliyyatler
haqqinda malumatlarin vaxtli-vaxtinda rehbarliyin sexsi
komputerina daxil edilmasina imkan yaradir.

Daxili Audit Funksiyasi da, departamentin 8 nafardan ibarat
tam heysatls tochiz olunmasi yolu ile genislandiriimasi ve
departamentin tecriibasinin artiriimasi sayasinda giiclanmakda
davam edir. Departament, daxili nezarat Gzre mustaqil
maslahatgi tarefinden dastaklenir — bu maslahatgi Audit
Komitasina rehbarlik ederek Misahide Surasina va
Sahmdarlara hesabat verir. Har bir filial vo Bas Ofis
departamenti hal-hazirda an azi ilde 2 dafe yoxlanilir ve Audit
Departamenti rehbarlikle amekdasliq ederak riskleri agkara
cixarir ve catismazhqglarin aradan qaldiriimasi ile slagadar
maslehatlar verir.

SORH

2008-ci ilde AccessBank 6z suratli inkisafini goruyub
saxlamagla, alda olunan galirlarin hacmini artirmaga, effektivlik
va manfaatlilik saviyyasini yaxsilagsdirmagda nail olub, eyni
zamanda 6zunun mikro ve Kicik sahibkarlara, asagi ve orta
gslirli ailalera xidmat gostermak missiyasina sadiq qalib. Biz
2009-cu ilds iqtisadi mihitin daha da murakkablagacayini
gOzlayirik va bu amil bizim etibarli biznes ve amansat terafdasi
kimi rolumuzu daha da artirir. Biz, hamginin, talebatin
artacagini da dusunurdk, cinki bir cox diger teskilatlar likvidlik
problemlarina maruz qaldiglarindan, 6z kreditlagsma faaliyyatini
mahdudlasdirmali olacaq. Son illards ragabatin
intensivlagsmasina baxmayaraq, AccessBank 6z faaliyyatini
Azarbaycan ailalarinae, mikro va kigik sahibkarlara xidmat
gostarilmasina yonaldan yegana bank olaraq qalir. Belalikla,
AccessBank ham bazar segmentlarine xidmat gosteriimasina
yonaldilmis mehsullara, heam da bu bazarla slagadar olan
risklerin idara olunmasina yonalmis mikemmal texnologiyaya
malik olan yegana bankdir. AccessBank-in digar mikromaliyye
toskilatlar Gzarinde Ustlnluyu ondadir ki, tam bankgiliq
lisenziyasina malik bank kimi fealiyyat gostaren AccessBank
0z musterilarina tam c¢egidli maliyys xidmatlari gdstarmak
imkanina malikdir.

AccessBank hesab edir ki, bizim artim siratimiz 2009-cu ilde

sangiyacak va bunun mda sababi filial sabakasinin
genislanmasi ile bagh olacaq ve biz cari bazarlarimiza daha
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capital adequacy and liquidity. More importantly, the staff and
management team have also matured and have become highly
experienced with a deep knowledge and understanding of our
markets and business. We are confident that, together with our
shareholders, we will be able to face the challenges that 2009
will bring and be Azerbaijan's reliable banking partner.
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derindan nufuz etmays calisacagiq. Buraya 6z mdvcud
mustarilarimizle slagalari genislandirmakls, onlarin
amanatlerinin va likvidlik manbalarinin saefarbar olunmasi va bu
yolla bizim xarici maliyya manbalerindan asililigimizin
azaldilmasi aiddir.

Bizim fikrimizca, 2009-cu ilds yeni ¢atinliklor meydana gixacaq
ve biz artiq bu ¢atinliklarin aradan qgaldiriimasi— risklerin idars
olunmasi Ggun ayrilan manbalerin artirilmasi, kapital
adekvatliginin ve likvidliyin gticlendirilmasi tgtin zaruri tedbirler
goérmusuk. ©n asasi isg, is¢i ve rahbar heyati bizim
bazarlarimiz va biznesimiz haqqinda lazimi bilik va malumatlar
alda edibler. Biz inaniriq ki, sshmdarlarimizla birlikds biz,
2009-cu ilde meydana gixacaq ¢atinliklari aradan qaldira va
Azarbaycanda etibarli bank terafdasi ola bilacayik.



ORGANISATION AND STAFF
Tagkilat ve is¢i heyati
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ORGANISATION AND STAFF
Tagkilat ve is¢i heyati

Our professionally trained and highly motivated team is the
foundation for the success of AccessBank. We take pride in our
transparent and equal-opportunity staff selection and promotion
process. We recruit primarily university graduates, valuing
integrity and motivation over previous banking experience.
Professional and banking skills are taught to our new staff
through extensive training, most of which is conducted at in-
house seminars and on the job. The rapid growth of the bank
offers dynamic career opportunities to our staff. Furthermore,
management positions that were initially held by the foreign
management team have now been filled by local candidates
from within the institution. As a result, we 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 four times in 2008. The
General Assembly appoints the five members of the Supervisory
Board, which meets quarterly to oversee the work of the bank
and its management. At the end of 2008 the Supervisory Board
consisted of Mr Michael Jainzik (KfW), Chairman, Mr Syed Aftab
Ahmed (IFC), Mr Orhan Aytemiz (BSTDB), Mr Thomas
Engelhardt (LFS and AccessHolding) and Ms Oksana Pak
(EBRD) — who replaced Ms Sabina Dziurman in April 2008.
While the membership of the Supervisory Board has changed
over the years, all of the board's current members have been
involved with AccessBank since its inception in their respective
institutions in different capacities. Indeed, Mr Engelhardt was
the first General Manager of the Bank. AccessBank thus
benefits from having a strong Supervisory Board that has a
deep understanding of the bank, the region and micro finance.
Day-to-day business is directed by the five-member
Management Board, which is chaired by Dr Andrew
Pospielovsky who has overall responsibility for the management

of the bank. The branch managers as well as the Legal and

Bizim pesokar, telimatl va ylksak ixtisasli is¢i heyatimiz
AccessBank-in ugurlarinin asasini tagkil edir. Biz 6z adalatli,
soffaf va barabar imkan saviyyasli heyat secimi va
tekmillasdirilmasi prosesindan qurur duyuruq. Biz ali maktab
mazunlarini isa calb edir va ilkin bank tecriibesindan daha ¢ox,
isglzar qabiliyyets va ixtisasliliga 6nem veririk. Bizim yeni iggi
heyatimize daxili seminarlarda va is prosesinde pesakar vo
bank bilikleri verilir. Bankin suratla geniglonmasi bizim isgi
heyatimize dinamik karyera imkanlari taklif edir. Bundan slave,
ilk avval xarici menecment heyatinin tayin olundugu rehbar
movqelar indi teskilat daxilinds yerli namizadlera havals olunur.
Naticada, biz is¢i heyatimizde 6zlina inam, loyalliq yaradir,
onlarin musteqil diisiinmasina va ¢alismasina imkan veririk.
AccessBank-in ali ganunverici organi olan Seshmdarlarin
Umumi Yigincagi 2008-ci ilde 4 defe iclas kegirib. Umumi
Yigincaq tarafindan tayin olunmus Misahida Surasinin 5 tizvi
har rib goruserak bankin va bank rahbarliyinin isini miizakire
edirlar. 2008-ci ilin sonunda Misahide Surasinin lizvleri canab
sadr Michael Jainzik, cenab Seyid Aftab &hmad, cenab Orxan
Aytamiz, canab Tomas Engelhardt ve 2008-ci ilin aprelinda
xanim Sabina Dziurmani avaz etmis xanim Oksana Pak olub.
Bu iller arzinde Misahida Surasinin Gzvleri dayisilse da,
Suranin hazirki Gzvlerinden hamisi AccessBank-in faaliyyata
basladigi giindan 6z muvafiq teskilatlarinda muxtalif
vazifslerde galismagqla, AccessBank-in faaliyyatina calb
olunublar. Hagigatan ds, cenab Engelhardt Bankin ilk Bas
Meneceri olub. Belslikle, AccessBank-in Misahide Surasi
bank, region va mikromaliyyalasdirma haqqinda mikammal
biliklara sahib olan tGzvlardan ibaratdir.

Guindalik biznes amaliyyatlari haqqinda, canab Andryu
Pospielovskinin sadrlik etdiyi ve bes izvden ibarst olan idare
Heyatine malumat verilir. Canab Pospielovski de bankin Gmumi
foaliyyatine gore cavabdehlik dasiyir. Filial menecerlari, eloca

de Hiiquq ve insan Resurslari departmentleri birbasa ona



Human Resources departments report directly to him. The

position of Business Banking Director was localised in 2008 with
the appointment of Mr Shakir Ragimov, and he is responsible for
the Micro Loans, SME Loans, Credit Back Office, and Corporate
Services departments. Mr Anar Gasanov, who became the
Retail and Operations Director in 2007, is responsible for
Banking Services, Retail Lending, Plastic Cards, Cashiers,
Marketing, and the newly formed Call Centre. Mr Rufat Ismailov,
appointed in 2006, remains the Infrastructure Director, with
responsibility for the Branch Network, Procurements and
Facilities, the Secretariat, Security, IT and the Archive
Department. The Finance Director, Mr Elshan Hajiyey, is in
charge of Accounting, Financial Control and the Treasury
Department.

AccessBank has a matrix management structure, in which
technical supervision by HQ departments complements a
hierarchical structure where staff in branches report to their
respective branch managers. Business managers for Micro,
SME and Retail Lending, and Credit Back Office, Banking
Services, Plastic 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. As of 31 March 2009 it was composed of
Christopher Falco (Chair), Ms Alexandra Weichesmiller and
Chuck Sheridan. The internal auditors conduct frequent and
independent checks of all business throughout the branch
network. Moreover, internal auditors and the Audit Committee
advise the management on policies and procedures and the
general control environment.

In 2008 IT and Risk Committees were created to strengthen risk
management. These committees are appointed by and report

directly to the Supervisory Board.
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hesabat verirlor. Biznes Bankgiligi Gizre Direktor vazifasi 2008-
ci ilde yaradilib va bu vezifays canab Sakir Rahimov tayin
olunub. O, Mikrokredit, KOBK, Kredit Bak Ofis ve Korporativ
Xidmatler departamentlorina rehbarlik edir. 2007-ci ilde
Parakanda biznes ve ©maliyyatlar tizre Direktor vazifesini
tutan cenab Anar Hasanov Bank Xidmeatleri, Perakenda
Kreditler, Plastik kartlar, Kassa amaliyyatlari, Marketing, elaca
da yeni yaradilmig Malumat Markazi Gzra masul saxsdir. 2006-
¢l ilds teyin olunmus cenab Riifet ismayilov infrastruktur
Direktorudur — o, filial sabskalari, tachizat ve avadanliglar,
Katiblik, Tehliikesizlik, informasiya Texnologiyalari ve Arxiv
Departamentine rehbarlik edir. Maliyye Direktoru Elgan
Haciyev ise Mihasibat, Maliyye Nazarati va Xazinadarliq
Departamenti (izra masul sexsdir.

AccessBank-in strukturu gargivesinda department rehbarlari
tarefinden hayata kegirilon texniki rehbarlik, tagkilati grafikde
gOsterildiyi kimi, iyerarxiya strukturuna malikdir. Mikro, KOBK
va Parakanda Kredit, Kredit Bak Ofis, Bank Xidmatleri, Plastik
kartlar ve Kassa amaliyyatlari tizra biznes menecerlarinin
foaliyyati filiallar gargivasina de samil edilerak filial
menecerlarina va iggi heyatina dayarli yardim va yol gosterirlar.
Audit Komitesi Sehmdarlarin Umumi Yi§incagi terafinden teyin
olunub va Daxili Audit Departamentinin isine nazarat edir. 3
mart 2009-cu il tarixinda Audit Komitasinin Gzvleri cenab
Kristofer Falko (Sadr), xanim Aleksandra Veyxezmiller ve
conab Cak Seridan olmuslar. Daxili auditorlar filiallar sebakasi
daxilinda suratli vo mustaqil biznes yoxlamalari aparir. Bundan
alave, Audit Komitasinin daxili auditorlari rehbarliys siyasst ve
prosedurlar, eloce do Umumi nazarat mahiti hagqinda malumat
verirlar.

Risklarin idara olunmasini gliclendirmak maqgsadi ile 2008-ci
ilda IT ve Risk Komiteleri yaradilib. Bu komiteler Migahide
Surasi terafindan tayin olunub ve Miigsahide Surasina hesabat

verir.
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Organisation Chart as of December 2008
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SOCIAL, ENVIRONMENTAL AND ETHICAL CORPORATE

RESPONSIBILITY

Adherence to high ethical standards and Responsible Banking

has been a core element of AccessBank's corporate identity

since its inception and social corporate responsibility

permeates all aspects of our work—starting with the treatment

of our staff, extending to our relations with our clients and

including our responsibilities to local communities, authorities,

shareholders and re-financing partners.

In 2008 we formalised our commitment by joining the UN

Global Compact. The Compact specifies adherence to ten

principles within four core areas: human rights, environmental

>
=
g ALCO Committee
ALCO Komitesi
N IT Committee
informasiya Texnologiyasi Komitesi

SOSIAL, 8TRAF MUHIT V@ KORPORATIV ETIKA

MOSULIYYSTi

AccessBank-in faaliyyate basladigi vaxtdan etibaren yiksak

etik qaydalara riayat olunmasi bankin asas korporativ elementi

hesab olunmus va is¢i heyatimize mlnasibatden tutmus,

musterilarle qurulan slagealeradak sosial korporativ masuliyyat,

o cumladan yerli icmalara ve organlara, sshmdarlara ve takrar

maliyysalasdirma lzrs teraefdaglara minasibatde masuliyyst

bizim isimizin batin aspektloerini shats edib.
2008-ci ilde biz BMT-nin Global Compact tagkilatina
gosulmagla 6z dhdaliklarimizi resmilesdirdik. Bu teskilat 4 asas

prinsipin — insan hlquglari, straf mahitin mahafizasi, emak



protection, labour rights, and anti-corruption — basic principles

pursued by AccessBank since its inception.

AccessBank, sharing the Global Compact's commitment to
labour protection, is committed to fair and equal opportunity
recruitment, treatment, and promotion of our staff. This is set
out within our staff policy 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 to cover the cost of medical treatment as well as
highly competitive remuneration.

The transparent, clean, and unbureaucratic financial services
we provide to our clients are an important component to the
anti-corruption standards of the Global Compact and also
serve as a trademark of AccessBank.

The Global Compact calls for a commitment to human rights,
which AccessBank implements both through its treatment of
staff and clients and responsible pursuit of its business
activities. We devote great care to ensure that the loans we
provide make a positive contribution to both the client and the
community and there are many business activities that we will
not finance, as we consider them to be detrimental to the
community. Responsible lending, both in retail and business,
also means ensuring we are not burdening clients with debt
they may not be able to afford. Our commitment to this
principle is demonstrated by our exceptionally low arrears
rates. Additionally, AccessBank helps people in Azerbaijan
with one of the most universal human rights — freedom from
poverty — providing opportunities for business and
professional development.

Expanding on our responsibilities to local communities and
authorities, we have become one of the leading agencies for
the creation of professional employment opportunities,
especially in the regions. AccessBank is also committed to
meeting all its tax and social insurance obligations and we are
now one of the leading tax contributors in the Azerbaijan
financial sector, contributing of AZN 7.9 million in taxes and

ik hesabat 2008

hdquglari va korrupsiya ile mibarize prinsiplerina riayat
olunmasini nazardas tutur ki, AccessBank-in da yaradildigi
vaxtdan bari faaliyyati mahz bu prinsipler Gzarinds qurulur.
AccessBank Global Compact teskilatinin amayin mihafizasi
Uzre 6hdsliklarini boligarak cinsi, irqi, milli va dini
mansubiyyatindan asili olmayaraq, is¢i heyatine miinasibatdas,
iscilorin ise calb olunmasinda va irali gekilmasinde adalatli
barabarlik prinsipine riayat edir. Bu prinsip ham Global
Compact tagkilatinin, ham da bizim is¢i heyati siyasatimizin
gayesidir va isgilore miinasibatda pesakar davranis normalarini
ehtiva edir. AccessBank bu sektorda isgi heyatinin
telimatlandiriimasina goéra birinci yerdadir ve zaruri tibbi
yardimlarin gostarilmasina gora gakilan xarclarin kompensasiya
edilmasini va alave sahiyya sigortasini ve yaxsi amakhaqglari
temin edir.

Bizim 6z musterilarimize gdstardiyimiz saffaf, aydin ve geyri-
burokratik maliyys xidmatleri Global Compact tegkilatinin
korrupsiya ile mubarize standartlarinin ayrilmaz hissesi olmaqla
barabar, ham da AccessBank-in ticarat nigani kimi taninir.
AccessBank Global Compact taskilatinin insan hiiquglan ile bagh
irali strdlyl 6hdalikleri ham is¢i heyastina, ham de mustarilerina
munasibatda yerina yetirir va butlnltkle biznes faaliyystinds bu
ohdaliklere gére masuliyyst dasiyir. Biz verdiyimiz kreditlarin ham
mustarilere, hem de cemiyyste fayda gatirmasina boylk 6nam
veririk va camiyyat Ucln zererli hesab etdiyimiz bir gox faaliyyat
ndvlerini maliyyslasdirmakdan imtina edirik. Ham parakends,
ham da biznes kreditlesmasi Uzre masuliyyat de, 6z névbasinds,
mustarilerin 6daya bilmayacayi borcla hadden artiq
yuklanmamasini nazarda tutur. Bizim bu prinsip tGzra 6hdsliyimiz
bizim mustasna saviyyade asagi borc eamsallarindan istifada
etmayimizle nimayis olunur. Bundan slava, AccessBank biznes
vo pesa inkisafl Ugln imkanlar yaradaraq Azarbaycan shalisina
an universal insan huquglarindan birinin — yoxsullugdan azad
olmag hiququnun tamin olunmasinda kémaklik gostarir.

Yerli icmalar ve organlar garsisinda dasidigimiz masuliyyat
muqgabilinda AccessBank, xiisusen regionlarda, pesakar
masgulluq imkanlarinin yaradilmasi tzre aparici agentliklorden
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social insurance payments in 2008(including employee income

taxes). Additionally, AccessBank tries to go beyond standard
duties to local communities by helping in more innovative
ways, supporting staff involvement in and sponsoring projects
that benefit the local community. Examples of such projects in
2008 include: support for the creation of the Yaradan Arts
Centre in Baku, which supports the development of young
artists; organisation of work-skills training for physically
handicapped people, culminating in offers of employment to
top students; a blood-donation drive to benefit children with
blood diseases; and organisation of a new-year's party at a
home for children with neurological disabilities.

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 creating an exclusion list that prohibits loans
to any business 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 our
shareholders' strict requirements, 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.

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 Customer) 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.

birina gevrilib. AccessBank 6ziinin bitlin vergi va sosial sigorta
ohdsaliklerini tam suratde yerina yetirir va hal-hazirda biz
Azearbaycanin maliyye sektorunda aparici vergi 6dayicilarindan
biriyik — 2008-ci ilds 7,9 milyon ABS dollari hacminda vergi va
sosial sigorta 6danigleri (o cimladan, iscilerin galir vergisi)
6danilib.

Bundan elave, AccessBank yerli comiyyst qarsisindaki
ohdaliklerindan das irali getmaya ¢alisarag, masgullugun temin
olunmasina serait yaradir ve camiyyste fayda veracak layihslera
sponsorluqg edir. Buna misal olaraq, 2008-ci ilde hayata kegirilmis
layihalari gbstermak olar: AccessBank Baki ssharinds ganc
rassamlarin inkisafina yardim gosteran “Yaradan” Rassamliq
Markazinin yaradiimasina sponsorluq edib; fiziki cehstdan quisurlu
saxslor Uglin emak gabiliyyati Gzre treninglar togkil edib va
naticada an yaxsi istirakgilara is teklif edib; gan xasteliyindan
aziyyst ¢aken usaglar Ugun donor ganverms aksiyasi kegirib vo
ruhi-esab xastesi olan usaglar {iglin usaq evinde Yeni il sanliyi
toskil edib.

Global Compact tegkilat tersfinden nazardes tutulan va bizim yerli
camiyyat garsisindaki goétirdiyimiz éhdalikler straf muhit
masslalerine de samil edilir. AccessBank, ekologiyaya ziyan vuran
faaliyyat novlerine kredit veriimasini gadagan eden muddaalar
siyahisini gabul edib. Bu siyahi, seshmdarlarimizin tslebatlarina
tam mivafiq suratde tertib olunub. Straf muhits tesir riskinin
giymatlendiriimasi standart kredit prosedurlarinin bir hissasidir.
AccessBank-in bu sahads faaliyyati illik Straf Muhit Hesabatinda
sarh olunur.

Qeyri-kredit smaliyyatlarinin artmasi, ¢irkli pullarin yuyulmasi ve
terrorgulugun maliyyslesdiriimasi prosedurlarinin garsisinin
alinmasini zaruri edir. AccessBank har iki problema nazarst
olunmasi izre mifassal prosedurlar gabul edib — bu prosedurlar
KYC — OMT (Know Your Customer — Oz miisterini tani) siyasetinin
asas qayasidir. Bu prosedurlar FATF (Financial Action Task Force)
va diger beynalxalq tévsiyalere miivafiq suratds tartib olunub.
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CLOSED JOINT STOCK COMPANY ACCESSBANK (FORMERLY CJSC MICRO
FINANCE BANK OF AZERBAIJAN)

STATEMENT OF MANAGEMENT’S RESPONSIBILITIES FOR THE PREPARATION AND APPROVAL
OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2008

The following statement, which should be read in conjunction with the independent auditors’ responsibilities
stated in the independent auditors’ report set out on pages 2-3, is made with a view to distinguishing

the respective responsibilities of management and those of the independent aunditors in relation to the
financial statements of Closed Joint Stock Company AccessBank (the “Bank™).

Management is responsible for the preparation of the financial statements that present fairly the financial
position of the Bank as at 31 December 2008, the results of its operations, cash flows and changes in
equity for the year then ended, in accordance with International Financial Reporting Standards (“IFRS™).

In preparing the financial statements, management is responsible for:

e  Selecting suitable accounting principles and applying them consistently;
s  Making judgments and estimates that are reasonable and prudent; and

e  Preparing the financial statements on a going concern basis, unless it is inappropriate
to presume that the Bank will continue in business for the foreseeable future.

Management is also responsible for:

e  Designing, implementing and maintaining an effective and sound system of internal controls,
throughout the Bank;

e  Maintaining proper accounting records that disclose, with reasonable accuracy at any time,
the financial position of the Bank, and which enable them to ensure that the financial statements of the
Bank comply with IFRS;

¢  Maintaining statutory accounting records in compliance with legislation and accounting standards of
the country,

»  Taking such steps as are reasonably available to them to safeguard the assets of the Bank; and

e  Detecting and preventing fraud, errors and other irregularities.

The financial statements for the year ended 31 December 2008 were authorized for issue on 20 April 2009
by the Management Board.

On behalf of the Management Board:

Andrew Posﬁielovsky
Chairman of the-Nia oard

hief Accountant

20 Aprif 2009 20 April 2009
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INDEPENDENT AUDITORS’ REPORT
To the Shareholders and the Supervisory Board of Closed Joint Stock Company AccessBank:
Report on the financial statements

We have audited the accompanying financial statements of CISC AccessBank (formerly
CJSC Micro Finance Bank of Azerbaijan), which comprise the balance sheet as at 31
December 2008, the income statement, the statements of changes in equity and cash flows for
the year then ended, and a summary of significant accounting policies and other explanatory
notes.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards. This responsibility
includes: designing, implementing and maintaining internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether
due to fraud or error; selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

Awuditors' responsibility

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

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Celoitte refers to one or more of Deloitte Touche Tohmatsu, a Swiss Verein, and s network of member firms, each of which

15 a legally separate and independent entrty. Piease see www.delaitte, com/about for a detailed descrption of the fegal struciure
of Detoitte Touche Tohmatsu and its Member firms.

© 2009 by Deloitte & Touche LLC. All nghts reserved.

Member of Reloitte Touche Tohmatsu



Deloitte.

Opinion
In our opinion, the financial statements present fairly, in all material respects the financial

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

Delodle , " loudha -

20 April 2009
Baku, the Republic of Azerbaijan



CLOSED JOINT STOCK COMPANY ACCESS BANK (FORMERLY CJSC MICRO

FINANCE BANK OF AZERBAIJAN)

INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2008

{in AZN and in thousands, except for earnings per share which are in AZN)

Interest income
Interest expense

NET INTEREST INCOME BEFORE PROVISION FOR
IMPAIRMENT LOSSES ON INTEREST BEARING ASSETS

Provision for impairment losses on loans to customers
NET INTEREST INCOME

Net gain on foreign exchange operations

Fee and commission income

Fee and commission expense

Other income

Provision for impairment losses on other assets
NET NON-INTEREST INCOME
OPERATING INCOME

OPERATING EXPENSES

PROFIT BEFORE INCOME TAX

Income tax expense

NET PROFIT

EARNINGS PER SHARE

Basic and Diluted (AZN)

On behalf of the Management Board:

Chairman of the Managemen

20 April 2009

Notes

8,25

10

Year ended Year ended
31 December 31 December
2008 20067

42.540 20,855
(12,544) (6,643)
29,996 14,212
(2,116) (1,111)
27,880 13,101

396 54

2,784 1,490
(200} (i87)

678 409
(120} -

3,538 1,766

31,418 14,867
(18,005) {10,055)
13,413 4,812
(2,958) (1,213)

10,455 3,599

0.66 0.37

20 April 2009

The notes on pages 9-48 form an integral part of these financial statements.

an Hajiyev ”
ief Accountant



CLOSED JOINT STOCK COMPANY ACCESS BANK (FORMERLY CJSC MICRO

FINANCE BANK OF AZERBAIJAN)

BALANCE SHEET
AS AT 31 DECEMBER 2008
(in AZN and in thousands)

ASSETS
Cash and balances with the National Bank of Azerbaijan
Due from banks
Loans to customers
Investment available-for-sale
Investment held to maturity
Property, equipment and intangible assets
Deferred income tax asset
Other assets

TOTAL ASSETS

LIABILITIES AND EQUITY

LIABILITIES
Loans from shareholders
Due to banks and other financial institutions
Customer accounts
Current income tax payable
Deferred income tax liability
Other liabilities

Total liabilities

EQUITY
Share capital
Retained earnings

Total equity

TOTAL LIABILITIES AND EQUITY

On behalf of the Management Board:

Ahdrew Pospielovsky
Chairman of the Maffagemen

20 April 2009

Notes

11
12
13,25
14
15
16,25

17,23

18,25
19
20,25

22

31 December

31 December

2008 2007
10,041 6,485
7,334 2,236
163,669 93,977
5,863 5,293
125 -
6,104 3,576

- 31

779 1,038
193,915 112,636
19,664 10,367
116,578 75,603
21,852 12,134
1,754 440
12 -

756 248
160,616 98,792
20,000 11,000
13,299 2,844
33,299 13,844
193,915 112,636

The notes on pages 9-48 form an integral part of th:ggﬁnanciat statements.



CLOSED JOINT STOCK COMPANY ACCESS BANK (FORMERLY CJSC MICRO

FINANCE BANK OF AZERBAIJAN)

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2008
{(in AZN and in thousands)

Share capital Retained Total equity
earnings /
{accumulated
deficit)
31 December 2006 6,713 (755) 5,958
Issue of ordinary shares 4,287 - 4,287
Net profit - 3,599 3,599
31 December 2007 11,000 2,844 13,844
Issue of ordinary shares 9,000 - 9,000
Net profit - 10,455 10,455
31 December 2008 20,000 13,299 33,299

On behalf of the Management Board:

4N\ A<

Elshan Hajivev
Chief Accountant

Andrew Pospielovsky
Chairman of the ManagementBoard

20 April 2009 20 April 2009

The notes on pages 9-48 form an integral part of these financial statements.



CLOSED JOINT STOCK COMPANY ACCESS BANK (FORMERLY CJSC MICRO
FINANCE BANK OF AZERBAIJAN)

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2008
(in AZN and in thousands)

Notes Year ended Year ended
31 December 31 December
2008 2007
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before income tax 13413 4,812
Adjustments for:
Provision for impairment losses on interest bearing and
other assets 5 2,236 L1111
Depreciation and amortization 16 947 664
Translation loss on foreign exchange operations 6 2) 77
Change in interest accruals, net 615 520
Cash flows from operating activities before changes in
operating assets and liabilities 17,209 7,184
Changes in operating assets and liabilities
{Increase)/decrease in operating assets:
Minimum reserve deposit with the National Bank of
Azerbaijan 87 (787)
Due from banks (3,828) 713
Loans to customers (71,073) (51,293)
Other assets 259 (635)
Increase/(decrease) in operating liabilities:
Loans and advances from shareholders and financial
institutions 49,090 43,514
Customer accounts 9,432 8,490
Other liabilities 508 221
Cash inflow from operating activities before taxation 1,684 7,407
Income tax paid (1,601) (720)
Net cash inflow from operating activities 83 6,687
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, equipment and intangible assets 16 (3,475) (2,644}
Purchase of investments available-for-sale (695) (5,253)
Net cash outflow from investing activities (4,170) (7,897)
CASH FLOWS FROM FINANCING ACTIVITIES
Issue of ordinary share capital 22 9,000 4,287
Net cash inflow from financing activities 9,000 4,287
Effect of changes in foreign exchange rate on cash and cash
equivalents 1 86
NET INCREASE IN CASH AND
CASH EQUIVALENTS 4,913 3,163
CASH AND CASH EQUIVALENTS, beginning of year Il 6,953 3,790
CASH AND CASH EQUIVALENTS, end of year i1 11,867 6,953




CLOSED JOINT STOCK COMPANY ACCESS BANK (FORMERLY CJSC MICRO
FINANCE BANK OF AZERBAIJAN)

STATEMENT OF CASH FLOWS {CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2008
(in AZN and in thousands)

Interest paid and received by the Bank during the year ended 31 December 2008 amounted to AZN 11,077
thousand and AZN 41,687 thousand, respectively.

Interest paid and received by the Bank during the year ended 31 December 2007 amounted to
AZN 5,636 thousand and AZN 21,585 thousand, respectively.

On behalf of the Management Board:

=

Andrew Pospielovsky
Chairman of the Management Board
agement.

20 April 2009

The notes on pages 9-48 form an integral part of these financial statements.



CLOSED JOINT STOCK COMPANY ACCESS BANK (FORMERLY CJSC MICRO
FINANCE BANK OF AZERBAIJAN)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2003
fin AZN and in thousands, except for per share data)

1. ORGANIZATION

Closed Joint Stock Company AccessBank (the “Bank™) is a closed joint-stock bank, which was
incorporated in the Azerbaijan Republic on 5 September 2002 as CJSC Micro Finance Bank of
Azerbaijan. The Bank is regulated by the National Bank of Azerbaijan (the “NBA™) and conducts its
business under license number 245, From 6 September 2008 the Bank changed its legal name from
CJSC Micro Finance Bank of Azerbaijan to CJISC AccessBank. The Bank’s primary business
consists of originating small and micro loans to legal entities and individuals.

The registered office of the Bank is located at B. Safaroglu Street, 176, Baku, Azerbaijan.

The Bank has 20 and 13 branches operating in Azerbaijan as at 31 December 2008 and 2007,
respectively.

As at 31 December 2008 and 2007, the following shareholders owned the issued shares of the Bank:

31 December 31 December
2008, % 2007, %
International Finance Corporation 20.00 20.00
Black Sea Trade and Development Bank 20.00 20.00
Kreditanstalt fiir Wiederaufbau 20.00 20.00
European Bank for Reconstruction and Development 20.00 20.00
Access Holding 16.53 16.53
LFS Financial Systems 3.47 3.47
Total 100.00 100.00

These financial statements were authorized for issue by the Management Board of the Bank on 20
April 2009.

2. BASIS OF PRESENTATION
Accounting basis

These financial statements of the Bank have been prepared in accordance with International
Financial Reporting Standards (“IFRS”)} issued by the International Accounting Standards Board
(“IASB”) and Interpretations issued by the International Financial Reporting Interpretations
Committee (“IFRIC™).

These financial statements are presented in thousands of Azerbaijan Manats (*AZN"), unless
otherwise indicated. These financial statements have been prepared under the historical cost
convention, except for the measurement at fair value of certain financial instruments.

The Bank maintains its accounting records in accordance with Azerbaijani faw. These financial
statements have been prepared from the Azerbaijani statutory accounting records and have been
adjusted to conform to IFRS. These adjustments include certain reclassifications to reflect the
economic substance of underlying transactions including reclassifications of certain assets and
liabilities, income and expenses to appropriate financial statement captions.



Functional currency

Items included in the financial statements of the Bank are measured using the currency that best reflects
the economic substance of the underlying events and circumstances relevant to that entity (the
“functional currency”). The functional currency of the financial statements is the Azerbaijani Manats.

SIGNIFICANT ACCOUNTING POLICIES
Recognition and measurement of financial instruments

The Bank recognizes financial assets and liabilities on its balance sheet when it becomes a party to
the contractual obligations of the instrument. Regular way purchases and sales of financial assets and
liabilities are recognized using settlement date accounting. Regular way purchases of financial
instruments that will be subsequently measured at fair value between trade date and settlement date
are accounted for in the same way as for acquired instruments.

Financial assets and liabilities are initially recognized at fair value plus, in the case of a financial asset
or financial liability not at fair value through profit or loss, transaction costs that are directly
attributable to acquisition or issue of the financial asset or financial liability. The accounting policies
for subsequent re-measurement of these items are disclosed in the respective accounting policies set out
below.

Cash and cash equivalents

Cash and cash equivalents include cash on hand, unrestricted balances on correspondent and time
deposit accounts with the National Bank of Azerbaijan with original maturity within 50 days,
advances to banks in countries included in the Organization for Economic Co-operation and
Development (“OECD”). For purposes of determining cash flows, the minimum reserve deposit
required by the National Bank of Azerbaijan is not included as a cash equivalent due to restrictions on
its availability.

Due trom banks

In the normai course of business, the Bank maintains advances and deposits for various periods of time
with other banks, Due from banks are initially recognized at fair value. Due from banks with a fixed
maturity term are subsequently measured at amortized cost using the effective interest method, and are
carried net of any allowance for impairment losses, Those that do not have fixed maturities are carried
at amortized cost based on expected maturities. Amounts due from credit institutions are carried net of
any allowance for impairment losses.

Loans to customers

Loans to customers are non-derivative assets with fixed or determinable payments that are not quoted
in an active market, other than those classified in other categories of financial assets.

Loans to customers granted by the Bank are initially recognized at fair value plus related transaction
costs, where the fair value of consideration given does not equal the fair value of the loan, for example
where the loan is issued at lower than market rates, the difference between the fair value of
consideration given and the fair value of the loan is recognized as a loss on initial recognition of the
loan and included in the income statement according to nature of the losses. Subsequently, loans are
carried at amortized cost using the effective interest method. Loans to customers are carried net of
any allowance for impairment losses.
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Write off of loans and advances

Loans and advances are written off against the allowance for impairment losses when deemed
uncollectible. Loans and advances are written off after management has exercised all possibilities
available to collect amounts due to the Bank and after the Bank has sold all available collateral.
Subsequent recoveries of amounts previously written off are reflected as an offset to the charge for
impairment of financial assets in the income statement in the period of recovery.

Allowance for impairment losses

Assets carried at amortized cost

The Bank accounts for impairment losses of financial assets when there is objective evidence thata
financial asset or group of financial assets is impaired. Impairment losses are measured as the
difference between carrying amounts and the present value of expected future cash flows, including
amounts recoverable from guarantees and collateral, discounted at the financial asset’s original
effective interest rate.

Such impairment losses are not reversed, unless if in a subsequent period the amount of the impairment
loss decreases and the decrease can be related objectively to an event occurring after the impairment
was recognized, such as recoveries, in which case the previously recognized impairment loss is
reversed by adjustment of an allowance account.

For financial assets carried at cost, impairment losses are measured as the difference between the
carrying amount of the financial asset and the present value of estimated future cash flows, discounted
at the current market rate of return for a similar financial asset. Such impairment losses are not
reversed.

The determination of impairment losses is based on an analysis of the risk assets and reflects the
amount which, in the judgment of management, is adequate to provide for losses incurred. Provisions
are made as a result of an individual appraisal of risk assets for financial assets that are individually
significant, and an individual or collective assessment for financial assets that are not individually
significant,

The change in impairment losses is charged to profit, and the total of impairment losses is deducted in
arriving at assets as shown in the balance sheet. Factors that the Bank considers in determining whether
it has objective evidence that an impairment loss has been incurred include information about the
debtors’ or issuers’ liquidity, solvency and business and financial risk exposures, levels of and trends in
delinquencies for similar financial assets, national and local economic trends and conditions, and the
fair value of collateral and guarantees. These and other factors may, either individually or taken
together, provide sufficient objective evidence that an impairment loss has been incurred in a financial
asset or group of financial assets.

The Bank accounts for impairment losses on financial assets at amortised cost using allowance account,
for financial assets measured at cost through direct write off.

It should be understood that estimates of losses involve an exercise of judgment. While it is possible
that in particular periods the Bank may sustain losses that are substantial relative to the allowance for
impairment losses, it is the judgment of management that the allowance for impairment losses is
adequate to absorb losses incurred on the risk assets.

Available-for-sale financial assets

If an available-for-sale asset is impaired, an amount comprising the difference between its cost (net of
any principal payment and amortization) and its current fair value, less any impairment loss previously
recognized in the income statement, is transferred from equity to the income statement. Reversals of
impairment losses in respect of equity instruments classified as available-for-sale are not recognized in
the income statement. Reversals of impairment losses on debt instruments are reversed through the
income statement if the increase in fair value of the instrument can be objectively related to an event
occurring after the impairment loss was recognized in the income statement.

11



Derecognition of financial assets and liabilities

Financial assets
A financial asset (or, where applicable a part of a financial asset or part of a group of similar
financial assets) is derecognized where:

e therights to receive cash flows from the asset have expired;

s the Bank has transferred its rights to receive cash flows from the asset, or retained the right to
receive cash flows from the asset, but has assumed an obligation to pay them in full without
material delay to a third party under a “pass-through’ arrangement; and

¢  the Bank either (a) has transferred substantially all the risks and rewards of the asset, or (b) has
neither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.

A financial asset is derecognized when it has been transferred and the transfer qualifies for
derecognition. A transfer requires that the Bank either: (a) transfers the contractual rights to receive
the asset’s cash flows; or (b) retains the right to the asset’s cash flows but assumes a contractual
obligation to pay those cash flows to a third party. After a transfer, the Bank reassesses the extent to
which it has retained the risks and rewards of ownership of the transferred asset. If substantially all
the risks and rewards have been retained, the asset remains on the balance sheet. If substantially all
of the risks and rewards have been fransferred, the asset is derecognized. If substantially all the risks
and rewards have been neither retained nor transferred, the Bank assesses whether or not is has
retained control of the asset. If it has not retained control, the asset is derecognized. Where the Bank
has retained control of the asset, it continues to recognize the asset to the extent of its continuing
involvement.

Financial liabilities
A financial liability is derecognized when the obligation is discharged, cancelled, or expires.

Where an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as a de-recognition of the original liability and the recognition of a new
liability, and the difference in the respective carrying amounts is recognized in the income statement.

Investments held to maturity

Investments held to maturity are debt securities with determinable or fixed payments. The Bank has
the positive intent and ability to hold them to maturity. Such securities are carried at amortized cost
using the effective interest method, less any allowance for impairment. Amortized discounts are
recognized in interest income over the period to maturity using the effective interest method.

Investments available-for-sale

Investments available-for-sale represents debt and equity investments that are intended to be held for an
indefinite period of time. Investments available-for-sale are initially recorded at fair value and
subsequently measured at fair value, with such re-measurement recognized directly in equity, except
for impairment losses, foreign exchange gains or losses and interest income accrued using the
effective interest method, which are recognized directly in the income statement. When sold, the
gain/loss previously recorded in equity is recycled through the income statement, The Bank uses
quoted market prices to determine the fair value for the Bank’s investments available-for-sale. If the
market for investments is not active, the Bank establishes fair value by using valuation techniques.
Valuation techniques include using recent arm’s length market transactions between knowledgeable,
willing parties, reference to the current fair value of another instrument that is substantially the same,
discounted cash flow analysis and option pricing medels. If there is a valuation technique commonly
used by market participants to price the instrument and that technique has been demonstrated to
provide reliable estimates of prices obtained in actual market transactions, the Bank uses that
technique.
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Non-marketable debt and equity securities are stated at amortized cost and cost, respectively, less
impairment losses, if any, unless fair value can be reliably measured.

When there is objective evidence that such securities have been impaired, the cumulative loss previously
recognized in equity is removed from equity and recognized in the income statement for the period.
Reversals of such impairment losses on debt instruments, which are objectively related to events
occurring after the impairment, are recognized in the income statement for the period. Reversals of
such impairment losses on equity instruments are not recognized in the income statement.

Property, equipment and intangible assets

Property, equipment and intangible assets are stated at cost less accumulated depreciation and
accumulated impairment losses.

Depreciation and amortization is charged on the carrying value of property, equipment and intangible
assets and is designed to write off assets over their useful economic lives. Depreciation and
amortization is calculated on a straight line basis at the following annual prescribed rates:

Buildings and leasehold improvements 10%-20%
Furniture and fixtures 25%
Computer equipment 25%
Vehicles 25%
Intangible assets 20%

Leasehold improvements are amortized over the life of the related leased asset. Expenses related to
repairs and renewals are charged when incurred and included in operating expenses unless they qualify
for capitalization.

The carrying amounts of property, equipment and intangible assets are reviewed at each balance sheet
date to assess whether they are recorded in excess of their recoverable amounts. The recoverable
amount is the higher of fair value less costs to sell and value in use. Where carrying values exceed the
estimated recoverable amount, assets are written down to their recoverable amount, an impairment is
recognized in the respective period and is included in operating expenses. After the recognition of
an impairment loss the depreciation or amortization charge for property, equipment and intangible
assets is adjusted in future periods to allocate the assets’ revised carrying value, less its residual
value (if any), on a systematic basis over its remaining useful life.

Taxation
Income tax expense represents the sum of the current and deferred tax expense.

The current tax expense is based on taxable profit for the year. Taxable profit differs from net profit
before tax as reported in the income statement because it excludes items of income or expense that are
taxable or deductible in other years and it further excludes items that are never taxable or deductible.
The Bank’s current tax expense is calculated using tax rates that have been enacted during the reporting
period.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying
amounts of assets and liabilities in the financial statements and the corresponding tax bases used in the
computation of taxable profit, and is accounted for using the balance sheet liability method. Deferred
tax liabilities are generally recognized for all taxable temporary differences and deferred tax assets are
recognized to the extent that it is probable that taxable profits will be available against which
deductible temporary differences can be utilized. Such assets and liabilities are not recognized if the
temporary difference arises from goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that affects neither the tax profit nor the
accounting profit.
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The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of
the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is
settled or the asset is realized. Deferred tax is charged or credited in the income statement, except when
it relates to items charged or credited directly to equity, in which case the deferred tax is also dealt with

in equity.

Deferred income tax assets and deferred income tax liabilities are offset and reported net on the
balance sheet if:

. The Bank has a legally enforceable right to set off current income tax assets against current
income tax liabilities; and
. Deferred income tax assets and the deferred income tax liabilities relate to income taxes levied

by the same taxation authority on the same taxable entity.

Azerbaijan, where the Bank operates also has various other taxes, which are assessed on the Bank’s
activities. These taxes are included as a component of operating expenses in the income statement.

Loans from shareholders, Due to banks and other financial institutions and customer accounts

Loans from shareholders, Due to banks and other financial institutions and customer accounts are
initially recognized at fair value. Subsequently, amounts due are stated at amortized cost and any
difference between net proceeds and the redemption value is recognized in the income statement over
the period of the borrowings, using the effective interest method.

Provisions

Provisions are recognized when the Bank has a present legal or constructive obligation as a result of
past events, it is probable that an outflow of resources embodying economic benefits will be required to
settle the obligation and a reliable estimate of the obligation can be made,

Financial guarantee contracts issued and letters of credit

Financial guarantee contracts and letters of credit issued by the Bank provide for specified payments to
be made in order to reimburse the holder for a loss incurred such that payments are made when a
specified debtor fails to make payment when due under the original or modified terms of a debt
instrument. Such financial guarantee contracts and letters of credit issued are initially recognized at fair
value. Subsequently they are measured at the higher of (a) the amount recognized as a provision in
accordance with IAS 37 “Provisions, Contingent Liabilities and Contingent Assets”; and {(b) the amount
initially recognized less, where appropriate, cumulative amortization of initial premium revenue
received over the financial guarantee contracts or letter of credit issued.

Contingencies

Contingent liabilities are not recognized in the balance sheet but are disclosed unless the possibility
of any outflow in settlement is remote. A contingent asset is not recognized in the balance sheet but
disclosed when an inflow of economic benefits is probable.

Share capital

Contributions to share capital are recognized at cost.

Dividends on ordinary shares are recognized in equity as a reduction in the period in which they are

declared. Dividends that are declared after the balance sheet date are treated as a subsequent event
under IAS 10 “Events after the Balance Sheet Date™ (“IAS 10”) and disclosed accordingly.
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Recognition of income and expense

Recognition of interest income and expense

Interest income and expense are recognized on an accrual basis using the effective interest method.
The effective interest method is a method of calculating the amortized cost of a financial asset or

a financial liability (or group of financial assets or financial liabilities) and of allocating the interest
income or interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments or receipts through the expected life of the financial
instrument or, when appropriate, a shorter period to the net carrying amount of the financial asset

or financial liability.

Once a financial asset or a group of similar financial assets has been written down {partly written down)
as a result of an impairment loss, interest income is thereafier recognized using the rate of interest
used to discount the future cash flows for the purpose of measuring the impairment loss.

Interest earned on assets at fair value is classified within interest income.

Recognition of fee and commission income and expense

Loan origination fees are deferred, together with the related direct costs, and recognized as an adjustment
to the effective interest rate of the loan. Where it is probable that a loan commitment will lead to a specific
lending arrangement, the loan commitment fees are deferred, together with the related direct costs,
and recognized as an adjustment to the effective interest rate of the resulting loan. Where it is unlikely
that a loan commitment will lead to a specific lending arrangement, the loan commitment fees are
recognized in the income statement over the remaining period of the loan commitment. Where a loan
commitment expires without resulting in a loan, the loan commitment fee is recognized in the
income statement on expiry. Loan servicing fees are recognized as revenue as the services are
provided. Loan syndication fees are recognized in the income statement when the syndication has
been completed. All other commissions are recognized when services are provided.

Foreign currency translation

Monetary assets and liabilities denominated in foreign currencies are translated into AZN at the
appropriate spot rates of exchange ruling at the balance sheet date. Foreign currency transactions are
accounted for at the exchange rates prevailing at the date of the transaction. Profits and losses
arising from these translations are included in net gain on foreign exchange operations.

Rates of exchange

The exchange rates used by the Bank in the preparation of the financial statements as at year-end are
as follows:

31 December 31 December

2008 2007
USD/AZN .8010 0.8453
EUR/AZN 1.1292 1.2450

Offset of financial assets and liabilities

Financial assets and liabilities are offset and reported net on the balance sheet when the Bank has a
legally enforceable right to set off the recognized amounts and the Bank intends either to settle on a
net basis or to realize the asset and settle the liability simultaneously. In accounting for a transfer of a
financial asset that does not qualify for de-recognition, the Bank does not offset the transferred asset
and the associated liability.
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Areas of significant management judgment and sources of estimation uncertainty

The preparation of the Bank’s financial statements requires management to make estimates and
Judgments that affect the reported amounts of assets and liabilities at the balance sheet date and the
reported amount of income and expenses during the period ended. Management evaluates its
estimates and judgments on an ongoing basis. Management bases its estimates and judgments on
historical experience and on various other factors that are believed to be reasonable under the
circumstances. Actual results may differ from these estimates under different assumptions or
conditions. The following estimates and judgments are considered important to the portrayal of the
Bank’s financial condition.

Allowance for impairment of loans

The Bank regularly reviews its loans to assess for impairment. The Bank’s loan impairment
provisions are established to recognize incurred impairment losses in its portfolio of loans and
receivables. The Bank considers accounting estimates related to allowance for impairment of loans
and receivables a key source of estimation uncertainty because (i) they are highly susceptible to
change from period to period as the assumptions about future default rates and valuation of potential
losses relating to impaired loans and receivables are based on recent performance experience, and (ii)
any significant difference between the Bank’s estimated losses and actual losses would require the
Bank to record provisions which could have a material impact on its financial statements in future
periods.

The Bank uses management’s judgment to estimate the amount of any impairment loss in cases
where a borrower has financial difficulties and there are few available sources of historical data
relating to similar borrowers. Similarly, the Bank estimates changes in future cash flows based on
past performance, past customer behavior, observable data indicating an adverse change in the
payment status of borrowers in a Bank, and national or local economic conditions that correlate with
defaults on assets in the Bank. Management uses estimates based on historical loss experience for
assets with credit risk characteristics and objective evidence of impairment similar to those in the
Bank of loans. The Bank uses management’s judgment to adjust observable data for a Bank of loans
to reflect current circumstances not reflected in historical data.

The allowances for impairment of financial assets in the financial statements have been determined
on the basis of existing economic and political conditions. The Bank is not in a position to predict
what changes in conditions will take place in Azerbaijan and what effect such changes might have on
the adequacy of the allowances for impairment of financial assets in future periods.

The carrying amount of the allowance for impairment of loans and receivables is AZN 4,116
thousand and AZN 1,987 thousand as at 31 December 2008 and 2007, respectively.

Valuation of Financial Instruments

Financial instruments that are classified at fair value through profit or loss or available for sale, and
all derivatives, are stated at fair value. The fair value of such financial instruments is the estimated
amount at which the instrument could be exchanged in a current transaction between willing parties,
other than in a forced or liquidation sale. If a quoted market price is available for an instrument, the
fair value is calculated based on the market price. When valuation parameters are not observable in
the market or cannot be derived from observable market prices, the fair value is derived through
analysis of other observable market data appropriate for each product and pricing models which use
a mathematical methodology based on accepted financial theories. Pricing models take into account
the contract terms of the securities as well as market-based valuation parameters, such as interest
rates, volatility, exchange rates and the credit rating of the counterparty. Where market-based
valuation parameters are not directly observable, management will make a judgment as to its best
estimate of that parameter in order to determine a reasonable reflection of how the market would be
expected to price the instrument, In exercising this judgment, a variety of tools are used including
proxy observable data, historical data, and extrapolation techniques. The best evidence of fair value
of a financial instrument at initial recognition is the transaction price unless the instrument is
evidenced by comparison with data from observable markets. Any difference between the
transaction price and the value based on a valuation technique is not recognized in the income
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statement on initial recognition. Subsequent gains or losses are only recognized to the extent that it
arises from a change in a factor that market participants would consider in sefting a price.

The Bank considers that the accounting estimate related to valuation of financial instruments where
quoted markets prices are not available is a key source of estimation uncertainty because: (i) it is
highly susceptible to change from period to period because it requires management to make
assumptions about interest rates, volatility, exchange rates, the credit rating of the counterparty,
valuation adjustments and specific feature of the transactions and (ii) the impact that recognizing a
change in the valuations would have on the assets reported on its balance sheet as well as its
profit/(loss) could be material.

Had management used different assumptions regarding the interest rates, volatility, exchange rates,
the credit rating of the counterparty and valuation adjustments, a larger or smaller change in the
valuation of financial instruments where quoted market prices are not available would have resulted
that could have had a material impact on the Bank’s reported net income,

Adoption of new and revised standards

In the current year, the Bank has adopted all of the new and revised Standards and Interpretations
issued by the Intemational Accounting Standards Board (the “IASB”) and the International Financial
Reporting Interpretations Committee (the “IFRIC”) of the IASB that are relevant to its operations
and effective for annual reporting periods ending on 31 December 2008, The adoption of these new
and revised Standards and Interpretations has not resulted in significant changes to the Bank’s
accounting policies that have affected the amounts reported for the current or prior years.

Amendments to IAS 1 “Capital Disclosures” (“IAS 1) — On 18 August 2005, the IASB issued an
amendment to IAS [ which requires certain disclosures to be made regarding the entity’s objectives,
policies and processes for managing capital. Additional information was disclosed in the financial
statements for the current and comparative reporting periods as required by amended IAS 1.

Amendments to TAS 39, “Financial Instruments: Recognition and Measurement”, and IFRS 7,
“Financial Instruments: Disclosures”, titled “Reclassification of Financial Assets” — On 13 October
2008 IASB issued amendments to IAS 39 and IFRS 7 which permits certain reclassifications of non-
derivative financial assets {(other than those designated as at fair value through profit or loss at initial
recognition under the fair value option) out of the fair value through profit or loss category and also
allow reclassification of financial assets from the available for sale category to the loans

and receivables category in particular circumstances. The amendments to IFRS 7 introduce
additional disclosure requirements if an entity has reclassified financial assets in accordance with the
amendments to IAS 39. The amendments are effective as of 13 October 2008 and in certain
circumstances can be applied retrospectively from 1 July 2008. The Bank has elected not to apply the
amendments to IAS 39 and [FRS 7 retrospectively.

Standards and interpretations issued and not yet adopted
At the date of authorization of these financial statements, cther than the Standards and Interpretations

adopted by the Bank in advance of their effective dates, the following Interpretations were in issue
but not yet effective.
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IFRIC 9 “Reassessment of Embedded Derivatives™ which requires that there should be no
reassessment of whether an embedded derivative should be separated from the host contract after
initial recognition, unless there have been changes to the contract. The adoption of IFRIC 9 had no
impact on the Bank’s profit or loss or financial position.

IFRS 8 — The 1ASB issued [FRS 8 “Operating Segments” in December 2006. This will replace IAS
14 “Segment Reporting” for accounting periods beginning on or after | January 2009. IFRS 8
requires segmental analysis reported by an entity to be based on information used by management.
Management is currently assessing the impact of the adoption of IFRS 8.

IAS I —on 6 September 2006, the JASB issued an amendment to IAS 1 which changes the way in
which non-owner changes in equity are required to be presented to in [FRS but does not require that
these be renamed in an entity’s financial statements. The amendment to IAS 1 is effective for periods
beginning on or after 1 January 2009.

IAS 23 — On March 2007 the IASB issued arevised [AS 23 “Borrowing Costs”. The main change is
the removal of the option of immediately recognising as an expense borrowing costs that relate to
assets that take a substantial period of time to get ready for use or sale. An entity is, therefore,
required to capitalise borrowing costs as part of the cost of such asset. The Standard applies to
borrowing costs relating to qualifying assets for which the commencement date for capitalisation is
on or after 1 January 2009.

IAS 27 - In 2008 the Standard was amended as part of the second phase of the business combinations
project. That phase of the project was undertaken jointly with the US Financial Accounting Standards
Board (FASB). The amendments related, primarily, to accounting for non-controlling interests and
the loss of control of a subsidiary. The boards concluded the second phase of the project by the JASB
issuing the amended IAS 27 and the FASB issuing FASB Staternent No. 160 Noncontrolling Interests
in Financial Statements, along with, respectively, a revised IFRS 3 Business Combinations and FASB
Statement No. 141 (revised 2007) Business Combinations. The amended Standard must be applied
for annual periods beginning on or after 1 July 2009. Earlier application is permitted. However, an
entity must not apply the amendments for annual periods beginning before 1 July 2009 unless it also
applies [FRS 3 (as revised in 2008).
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NET INTEREST INCOME

Interest income comprises:

Interest income on financial assets recorded at amortized cost:
- interest income on impaired financial assets
- interest income on unimpaired financial assets

Total interest income
Interest income on financial assets recorded at amortized cost
comprises:
Interest on loans to customers
Interest on due from banks
Interest on investments held-to-maturity
Total interest income on financial assets recorded at amortized cost
Interest income on investments available-for-sale

Total Interest income

Interest expense comprises:
Interest on financial liabilities recorded at amortized cost

Total interest expense

Interest expense on financial liabilities recorded at amortized cost
comprise;
Interest on loans from shareholders and financial institutions
Interest on customer accounts

Total interest expense on financial liabilities recorded at amortized cost

Net interest income before provision for impairment losses on
interest bearing financial assets
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Year ended Year ended
31 December 31 December
2008 2007

42,161 20,760

379 95

42,540 20,855
42,161 20,355

92 405

42,253 20,760

287 95

42,540 20,855
12,544 6,643

12,544 6,643
(11,167) (6,177)
(1,377 {466}
(12,544) (6,643)
29,996 14,212




ALLOWANCE FOR IMPAIRMENT LOSSES ON LOANS TO CUSTOMERS AND OTHER

ASSETS

The movements in allowance for impairment losses on interest bearing assets were as follows:

At the beginning of the year

Additional provisions recognized
Recoveries of assets previously written off

Write off

At the end of the year

The movements in allowances for impairment losses on other assets were as follows:

At the beginning of the year

Additional provisions recognized

At the end of the year

NET GAIN ON FOREIGN EXCHANGE OPERATIONS

Net gain on foreign exchange operations comprises:

Dealing, net

Translation differences, net

Total net gain on foreign exchange operations
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2008 2007
1,987 857
2,116 1,111
13 19
4,116 1,987
2008 2067
120 -
120 -
Year ended Year ended
31 December 31 December
2008 2007
394 131
2 {(77)
396 54




FEE AND COMMISSION INCOME AND EXPENSE

Fee and commission income and expense comprise:

Fee and commission income:
Cash operations

Settlements

Foreign exchange operations
Plastic cards operations

Other

Total fee and commission income

Fee and commission expense;
Cash operations

Settlements

Plastic cards operations
Foreign exchange operations

Total fee and commission expense

OPERATING EXPENSES

Operating expenses comprise:

Staff costs

Unified social tax

Advertising costs

Rental of premises

Printing and office supplies
Depreciation and amortization
Management services (Note 25)
Security

Repair and maintenance
Communication

Professional fces

Utilities

Taxes other than income tax
Other operating expenses

Total operating expenses

Year ended Year ended
31 December 31 December
2008 2007
1,995 1,274
606 133
99 44
67 26
17 13
2,784 1,49()
(124) (144)
(32) (12)
(44) (G0
- (1)
(200) (187)
Year ended Year ended
31 December 31 December
2008 2007
8,519 4,428
1,837 929
1,148 449
1,071 718
1,005 576
947 664
729 o204
682 237
607 132
514 324
200 105
106 76
15 20
625 293
18,005 10,055

During the years ended 31 December 2008 and 2007 the Bank obtained management services from
its shareholder LFS Financial Systems in accordance with a management services agreement, dated
14 September 2002, which included secondment of LFS Financial Systems’ personnel, provision and

maintenance of software system and general institutional support.
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INCOME TAXES

The Bank prbvides for taxes based on the tax accounts maintained and prepared in accordance with
the tax regulations of countries where the Bank operates, which may differ from IFRS.

The Bank is subject to certain permanent tax differences due to the non-tax deductibility of certain
expenses and a tax free regime for certain income,

Deferred taxes reflect the net tax effects of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for tax purposes, Temporary
differences as at 31 December 2008 and 2007 relate mostly to different methods of income and
expense recognition as well as to recorded values of certain assets.

Temporary differences as at 31 December 2008 and 2007 comprise:

31 December 31 December
2008 2007

Deductible temporary differences:
Other liabilitics - 196
Total deductible temporary differences - 196
Taxable temporary differences:
Property, equipment and intangible assets 81 (54)
Other liabilities (26) -
Total taxable temporary differences 55 (54)
Net deferred (deductible)/taxable temporary differences (55) 142
Net deferred tax (liability)/asset at the statutory tax rate (22%) {12) 31

Relationships between tax expenses and accounting profit for the years ended 31 December 2008 and
2007 are explained as follows:

Year ended Year ended
31 December 31 December
2008 2007
Profit before i‘ncome tax 13,413 4,812
Tax at the statutory tax rate (22%) 2,951 1,059
Tax effect of permanent differences: 7 154
Income tax expense 2,958 1,213
Current income tax expense 2,915 1,160
Change in the deferred tax assets 43 53
Income tax expense 2,958 1,213
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10.

11.

The tax rate used for the 2008 and 2007 reconciliations above is the corporate tax rate of 22%
payable by corporate entities in the Republic of Azerbaijan on taxable profits under tax law in that

jurisdiction.

Deferred income tax (liabilities)/assets

Beginning of the period

Change in income tax asset/(liability) for the period charged to profit

End of the period

EARNINGS PER SHARE

Profit:
Net profit for the year

Weighted average number of ordinary shares for basic earnings per
share

Earnings per share basic and diluted, AZN

2008 2007
31 84
(43) (33)
(12) 31
Year ended Year ended
31 December 31 December
2008 2007
10,455 3,599
15,844,262 9,837,225
0.66 0.37

CASH AND BALANCES WITH THE CENTRAL BANK OF THE REPUBLIC OF

AZERBAIJAN

Cash
Balances with the National Bank of Azerbaijan

Total cash and balances with the National Bank of
Azerbaijan

31 December

31 December

2008 2007
8,291 4,700
1,750 1,785

10,041 6,485

The balances with the National Bank of Azerbaijan as at 31 December 2008 and 2007 include AZN
995 thousand and AZN 1,083 thousand, respectively, which represents the obligatory minimum
reserve deposits with the National Bank of Azerbaijan. The Bank is required to maintain the reserve

balance at the National Bank of Azerbaijan at all times.

Cash and cash equivalents for the purposes of the statement of cash flows comprise the following:

Cash and balances with the National Bank of Azerbaijan
Due from banks in OECD countries (Note 29}

Less minimum reserve deposits in local and foreign currency with
the NBA

Total cash and cash equivalents
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31 December

31 December

2008 2007
10,041 6,485
2,821 1,551
12,862 8,036
(995) (1,083)
11,867 6,953




12. DUE FROM BANKS

13.

Due from banks comprise:

31 December 31 December
2008 2007
Recorded as loans and receivables:
Correspondent accounts with other banks 7,314 1,728
Blocked deposit at bank 20 -
Loan to bank - 508
Total due from banks 7,334 2,236

As at 31 December 2008 the Bank had funds due from one bank, which individually exceeded 10%

of the Bank’s equity.

As at 31 December 2007 the Bank had funds due from one bank, which individually exceeded 10%

of the Bank’s equity.

As at 31 December 2008 and 2007 the maximum credit risk exposure on funds due from banks

amounted to AZN 7,334 thousand and AZN 2,236 thousand, respectively.

LOANS TO CUSTOMERS

Loans to customers comprise:

31 December 31 December
2008 2007
Recorded as loans and receivables:
Loans to customers 167,785 95,964
Less: allowance for impairment losses (Note 5) {4,116) {1,987)
Total loans to customers 163,669 93,977

Movements in allowances for impaitment losses for the years ended 31 December 2008 and 2007 are

disclosed in Note 5.

The table below summarizes the amount of loans secured by type of collateral, rather than the fair

value of the collateral itself*

31 December 31 Decemtber
2008 2007
Loans collateralized by real estate 81,434 48,916
Loans collateralized by combined collateral (inventory and equipment) 76,288 36,917
Other collateral 9,632 9,051
Unsecured loans 431 1,080
167,785 95,964
Less: allowance for impairment losses (4,116) {(1,987)
Total loans to customers 163,609 93,977
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14.

31 December 31 December

2008 1007

Analysis by sector:
Trade 102,652 58,291
Services 20,218 9,079
Manufacturing 13,874 9,817
Retail lending 13,413 9,784
Agriculture 9,991 3,391
Communication 7,523 4,316
Construction 114 246
Other - 1,040

167,785 85,964
Less: allowance for impairment losses (4,116) (1,987)
Total loans to customers 163,669 93,977

Collaterals represented by combination of equipment and inventory are not registered by state
authorities and bear higher risk than other collaterals,

All loans (100% of total portfolio) are granted to companies and individuals operating in the
Republic of Azerbaijan, which represents significant geographical concentration in one region.

As at 31 December 2008 and 2007 a maximum creditrisk exposure on loans to customers amounted
to AZN 163,669 thousand and AZN 93,977 thousand, respectively.

As at 31 December 2008 and 2007 loans to customers included loans in amount of AZN 12,012
thousand and AZN 3,563 thousand, respectively, that were individually determined to be impaired.
These amounts represent the sum of outstanding amounts of individually significant loans to
borrowers, whose financial statements are insufficient to make judgment on the development of their
business or business environment. None of these loans were overdue or had any arrears, either in
payment of principal or interest, All of these loans are fully collateralized by marketable real estate
or 100% guarantee of an “AA” rated bank (S&P, Fitch). As at 31 December 2008 such loans were
collateralized by property with fair value of AZN 20,928 thousand and as at 31 December 2007 by
property with fair value of AZN 3,049 thousand and guarantee from AA rated bank for AZN 845,300
thousand.

As at 31 December 2008, out of the Bank’s total loans to customers portfolio of AZN 167,785
thousand, loans in amount of AZN 930 thousand had been in arrears for over 30 days. As at 31
December 2007, out of Bank’s total loans to customers portfolio of AZN 95,964 thousand, loans in
amount of AZN 48 thousand had been in arrears over 30 days.

As at 31 December 2008 and 2007 the bank had not had loans with interest rates less than market
rates. ’

INVESTMENTS AVAILABLE-FOR-SALE

Investments available-for-sale comprises:

31 December 31 December
2008 2007
Debt securities 5,823 5,253
Equity securities 40 40
Total investments available-for-sale 5,863 5,293
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15.

31 December 2008

Nominal Fair value
interest rate
Debt securities
National Bank of Azerbaijan
NBA notes No. 501050198 536% 3,440
NBA notes No. 501051198 529% 1,751
NBA notes No. 501052198 4.26 % 632
NBA notes No. 501006188 - -
NBA notes No. 501007188 - -
NBA notes No. 501008188 - -
5,823
Ownership 31 December
interest 2008
Equity securities
Milli Card LLC 1% 40
Total investments available-for-sale 5,863

INVESTMENTS HELD TO MATURITY

31 December 2008

Nominal interest Amount
rate
NBA REPO Agreement 2% 125
Total investments held to maturity 125

26

31 Pecember 2007

Nominal interest

rate

11.15%
11.28%
6.80%

Ownership
interest

1%

Fair value

459
951
3,843

5,253

31 December
2007

40

5,293

31 December 2007

Nominal interest

rate

Amount




16. PROPERTY, EQUIPMENT AND INTANGIBLE ASSETS

Land, Furniture and Computer Yehicles Intangible Total
buildings and fixtures equipment assets
leasehold
improvements
At initial cost
31 December 2006 1,118 1,112 338 80 88 2,736
Additions 1,865 417 292 34 36 2,644
Transfers - (83) 83 - - -
31 December 2007 2,983 1,446 713 114 124 5,380
Additions 1,154 879 383 124 935 3,475
Disposals - (3) (10) - - (13}
31 December 2008 4,137 2,322 1,086 238 1,059 8,842
Accumulated
depreciation
31 December 2006 536 388 54 i3 29 1,140
Charge for the year 226 270 122 23 23 664
Transfers - 41 41 - - -
31 December 2007 762 617 317 56 52 1,804
Charge for the year 276 403 191 47 30 947
Disposals - {3) (10} - - (13)
31 December 2008 1,038 1,017 498 103 82 2,738
Net book value
31 December 2008 3,099 1,305 588 135 977 6,104
31 December 2007 2,221 829 396 58 72 3,576

As at 31 December 2008 and 2007 included in property, equipment and intangible assets were fully
depreciated and amortized assets in the amount of AZN 782 thousands and AZN 184 thousands,
respectively.

Intangible assets include software and licenses.
Intangible assets additions for the amount of AZN 935 thousand include banking and accounting
software for the amount of AZN 817 thousand purchased from LFS Financial Systems, one of the

shareholders of the Bank. The management and board of directors of the Bank consider this
transaction to have been executed on an arms length basis.
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17.  OTHER ASSETS

18.

Other assets comprise:

3t December 31 December
2008 2007
Other financial assets recorded as loans and receivables in
accordance with 1AS 39:
Settlements with money transfer system 122 51
Settlements with Plastic cards 95 -
Less allowance for impairment losses (Note 5) (54) -
Other non-financial assets:
Prepaid Loan Origination Fee to EBRD and IFC for loans to be received 328 -
Prepayments on rent and other expenses 192 244
Prepayments on property, equipment and intangible assets 96 660
Collateral repossessed 66 83
Less allowance for impairment losses (Note 5) {66) -
Total other assets 779 1,038

Movements in allowances for impairment losses on other assets for the years ended 31 December 2008
and 2007 are disclosed in Note 5.

LOANS FROM SHAREHOLDERS

31 December 31 December
2008 2007
Kreditanstalt fiir Wiederaufbau 11,910 3,674
Black Sea Trade and Development Bank 3,248 874
International Finance Corporation 2,491 1,561
European Bank for Reconstruction and Development 2,015 4,258
Total loans from shareholders 19,664 10,367

On 6 October 2003 the Bank signed a loan agreement with European Bank for Reconstruction and
Development to the amount of USD 5,000 thousand. The loan bears market interest per annum.
Principal is to be repaid starting from 14 May 2008 in four equal semi-annual installments. Interest
is paid on the same dates.

On 6 July 2005 the Bank signed a loan agreement with Intemational Finance Corporation to the
amount of USD 3,000 thousand. The loan bears market interest per annum. Principal is to be repaid
starting from 15 December 2006 in eight equal semi-annual installments. Interest is paid con the same
dates.

On 30 March 2006 the Bank signed a loan agreement with Kreditanstalt fiir Wiederaufbau to the
amount of USD 5,000 thousand. The loan bears market interest per annum. Principal is to be repaid
starting from 30 December 2007 in eight equal semi-annual installments. Interest is paid on the same
dates.
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On 11 May 2007 the Bank signed a Supplier Finance Facility agreement with International Finance
Corporation to the amount of USD 3,860 thousand. As at 31 December 2008 the bank received the
first tranche for the amount USD 2,000 thousand. The loan bears market interest rate. Principal is to
be repaid in 5 equal semi-annual installments by maturity, which is 15 June 2014. Interest is paid
starting from 15 June 2008 in semi-annual installments.

On 4 March 2008 the Bank signed a loan agreement with Black Sea Trade and Development Bank
(registered in Greece) to the amount of USD 4,000 thousand. The loan bears market interest rate.
Principal is to be repaid in nine approximately equal semi-annual installments by maturity, which is
4 March 2013. Interest is paid starting from 4 September 2008 in semi-annual installments.

On 6 November 2008 the Bank signed a credit line agreement with Kreditanstalt fiir Wiederaufbau
(registered in Germany) to the amount of USD 22,000 thousand. As at 31 December 2008 the bank
received the first franche for the amount USD 12,000 thousand. The loan bears market interest rate.
Principal is to be repaid in six equal semi-annual installments by maturity, which is 30 September
2013, Interest is paid starting from 30 March 2009 in semi-annual installments.

On 19 November 2008 the Bank signed a Syndicated loan agreement with European Bank for
Reconstruction and Development to the amount of USD 28,000 thousand. As at 31 December 2008
no funds were drawn down under this agreement. The loan bears market interest rate. USD 8,000
thousand principal is to be repaid on 9 June 2010 and USD 20,000 thousand is to be repaid in three
equal semi-annual installments starting from 9 December 2010 by maturity, which is 9 December
2011. Interest is paid starting from 9 June 2009 in semi-annual installments.

As at 31 December 2008 and 2007 accrued interest expense included in loans from shareholders
amounted to AZN 153 thousand and AZN 81 thousand, respectively.

The Bank is obligated to comply with financial covenants in relation to debt securities issued disclosed
above. These covenants include stipulated ratios, debt to equity ratios and various other financial
performance ratios. The Bank has not breached any of these covenants during the years ended 31
December 2008 and 2007.
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19. DUE TO BANKS AND OTHER FINANCIAL INSTITUTIONS

31 December 31 December
2008 2007

Developing World Markets Securitizations 3.A. acting on behalf of its

Compartment MFBA BOND 1 20,486 9,780
Dexia Micro-Credit Fund 9,831 4,295
Blueorchard Loans for Development S.A. 9,667 10,193
Deutsche Bank Aktiengesellschaft 8,189 8,610
Global Microfinance Facility 8,143 2,578
Triodos International Fund Management 5,978 5,461
Pettelaar Effectenbewaarbedrijf N.V. 3,909 4,224
Bank im Bistum Essen 5,601 -
Swiss Investment Fund for Emerging Markets 4,897 3,370
VDK Spaarbank N.V. 4,310 2,554
MINLAM Microfinance Offshore Master Fund LP 4.097 -
Impulse Microfinance Investment Fund 4,050 1,492
Global Commercial Microfinance Consortium, Ltd. 3,191 3,364
Organization of the Petroleum Exporting Countries Fund for

International Development 3,122 4,238
Oikocredit Ecumenical Development Cooperative Society U.A. 3,065 1,772
Triple Jump B.V. 2,476 2,609
Dual return Fund S.1.C.A.V. 2,462 1,273
Microfinance Loan Obligations S.A. 2,460 2,597
ResponsAbility SICAV (Luxembourg) 2,090 2,204
Asian Development Bank 2,087 3,045
EMF Microfinance AG 1,216 -
Developing World Markets Securitization §.A., 1,604 1,690
Vantage Mutual Fund 256 254
Finethic Microfinance Fund 801 -
Total due to banks and other financial institutions 116,578 75,603

e On 24 January 2007 the Bank signed a loan agreement with ASN-NOVIB Fonds duly represented
by its agent Triple Jump B.V., to the amount of USD 3,000 thousand. The loan bears market
interest rate per annum. Principal is to be repaid in two installments on 28 February 2010 and 31
August 2010. Interest is paid starting from 31 August 2007 in six instaliments.

® On 26 February 2007 the Bank signed a loan agreement with Dexia Micro Credit Fund (registered
in Luxembourg) to the amount of USD 2,000 thousand. The loan bears market interest rate per
annum. Principal is to be repaid in two instaliments on 26 February 2009 and 26 February 2010,
which is the maturity date. Interest is paid starting from 26 August 2007 in six semi-annual
installments.

*  On 15 March 2007 the Bank signed a loan agreement with Microfinance Loan Obligations S.A.
acting on behalf of its Compartment Local Currency-2 (registered in Luxembourg) to the amount
of USD 3,000 thousand. The loan bears market interest rate per annum. Principal is to be repaid on
maturity, which is 1 April 2011, Interest is paid starting from 3 October 2007 in eight installments.

¢ On 20 March 2007 the Bank signed a loan agreement with the OPEC Fund for International
Development (registered in Austria) to the amount of USD 5,000 thousand. The loan bears market
interest rate per annum. Principal is to be repaid in nine approximately equal semi-annual
installments by maturity, which is 1 June 2012. Interest is paid starting from 1 December 2007 in
semi-annual installments.
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On 10 April 2007 the Bank signed a loan agreement with Stitching Triodos-Doen and Tricdos
Custody B.V .(custodian of Triodos Fair Share Fund) to the amount of USD 2,000 thousand. The
loan bears market interest rate per annum. Principal is to be repaid on maturity which is 1 May
2010, Interest is paid semi-annually starting from 1 July 2007,

On 23 April 2007 the Bank signed a loan agreement with VDK Spaarbank N.V. (registered in
Belgium) to the amount of USD 3,000 thousand. The loan bears market interest rate per annum.
Principal is to be repaid on maturity, which is 11 May 2010. Interest is paid starting from 11
November 2007 in six installments.

On 23 April 2007 the Bank signed a loan agreement with Impulse Microfinance Investment Fund
to the amount of USD 500 thousand. The loan bears market interest rate. Principal is to be repaid
by maturity, which is 1 May 2010. Interest is paid starting from 11 November 2007 in semi-annual
installments.

On 31 May 2007 the Bank signed a loan agreement with BlueOrchard Loans for Development
S.A. (registered in Luxembourg) to the amount of USD 8,000 thousand. The loan bears market
interest rate per annum. Principal is to be repaid on maturity which is 1 June 2012. Interest is paid
quarterly starting from 1 September 2007.

On 2 July 2007 the Bank signed a loan agreement with the Deutsche Bank Aktiengesellschaft
(registered in Germany) to the amount of USD equivalent of 7,400 thousand euro. The loan bears
market interest rate per annum. Principal is to be repaid on maturity, which is 31 December 2014.
Interest is paid starting from 31 August 2007 quarterly. In the event of bankruptcy or liquidation
of the Bank, repayment of this debt is subordinated to the repayments of the Bank’s liabilities to
all other creditors.

On 29 August 2007 the Bank signed the term loan facility agreement with DWM Securitizations
S.A. (registered in Luxembourg) acting on behalf of its Compartment MFBA BOND I to the
amount of USD 11,400 thousand. During 2008 year the Bank received the second tranche for the
amount of USD 13,600 thousand. The loan bears market interest rate per annum. Principal is to be
repaid in four installments starting from 24 February 2011 by the maturity date which is 28
August 2012, Interest is paid in ten installments starting from 28 February 2008.

On 2 October 2007 the Bank signed a loan agreement with Triodos Custody B.V. {custodian of
Triodos Fair Share Fund) (registered in the Netherlands) to the amount of USD 2,500 thousand.
The loan bears market interest rate per annum. Principal is to be repaid on maturity which is 1
November 2010. Interest is paid semi-annually starting from 1 January 2008.

On 13 November 2007 the Bank signed a loan agreement with Pettelaar Effectenbewaarbedrijf
N.V. to the amount equal to USD 5,000 thousand in Azerbaijan manat. The loan bears market
interest rate per annum. Principal is to be repaid on maturity which is 6 December 2009, Interest is
paid quarterly starting from the last business day of January 2008 (30 January 2008).

On 30 November 2007 the Bank signed a loan agreement with the Swiss Investment Fund for
Emerging Markets on behalf of the State Secretariat for Economic Affairs of Switzerland
(registered in Switzerland) to the amount of a credit line limited to USD 6,000 thousand. As at 31
December 2007 the Bank had used USD 4,000 thousand of the above limit. During 2008 year the
second tranche for the amount of USD 2,000 thousand was also received by the Bank. The loan
bears market interest rate per annum. Principal is to be repaid in eight equal installments starting
from 7 January 2010 by maturity, which is 7 January 2014. Interest is paid starting from 31 March
2008 semi-annually.

On 8 February 2008 the Bank signed a loan agreement with the Oikocredit Ecumenical
Development Cooperative Society U.A. (registered in Netherlands) to the amount of USD 2,500
thousand. The loan bears market interest rate. Principal is to be repaid in seven approximately
equal semi-annual instalments by maturity, which is 27 February 2012. Interest is paid starting
from 27 August 2008 in semi-annual instalments.
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On 1] February 2008 the Bank signed a loan agreement with the Dexia Micro Credit Fund
(registered in Luxembourg) to the amount of USD 5,000 thousand. The loan bears market interest
rate. Principal is to be repaid in two equal annual instalments by maturity, which is 11 February
2011. Interest is paid starting from 11 August 2008 in semi-annual instalments.

On 24 April 2008 the Bank signed a loan agreement with Global Microfinance Facility to the
amount of USD 10,000 thousand. This loan agreement amends the loan agreement dated 9
October 2006, under which the Bank received the loan to the amount USD 3,000 thousand. The
loan bears market interest rate. Principal is to be repaid by maturity, which is 07 April 2014,
Interest is paid starting from 30 July 2008 in quarterly installments.

On 15 May 2008 the Bank signed a loan agreement with the Dexia Micro Credit Fund (registered
in Luxembourg) to the amount of USD 2,000 thousand. The loan bears market interest rate.
Principal is to be repaid in two equal annual instalments by maturity, which is 16 May 2011.
Interest is paid starting from 15 November 2008 in semi-annual instalments.

On 29 May 2008 the Bank signed a loan agreement with Pettelaar Effectenbewaarbedrijf N.V. to
the amount of USD 2,000 thousand. The loan bears market interest rate. Principal is to be repaid
by maturity, which is 15 June 2010. Interest is paid starting from 31 July 2008 in quarterly
installments.

On 27 June 2008 the Bank signed a loan agreement with the VDK Spaarbank N.V. (registered in
Belgium) to the amount of USD 3,000 thousand. The loan bears market interest rate. Principal is
to be repaid on maturity, which is 24 June 2012. Interest is paid starting from 24 December 2008
in semi-annual instalments.

On 30 June 2008 the Bank signed a loan agreement with the Finethic Microfinance Fund to the
amount of USD 1,000 thousand. The loan bears market interest rate. Principal is to be repaid on
maturity, which is 2 July 2011. Interest is paid starting from 2 January 2009 in semi-annual
instalments.

On 2 July 2008 the Bank signed a loan agreement with the Dual Return Fund S.I.C.A.V. to the
amount of USD 1,500 thousand. The loan bears market interest rate. Principal is io be repaid on
maturity, which is 8 July 2011. Interest is paid starting from 8 January 2009 in semi-annual
instalments.

On 15 August 2008 the Bank signed a loan agreement with the MINLAM Microfinance Offshore
Master Fund LP to the amount of USD 5,000 thousand in AZN equivalent. The loan bears market
interest rate. Principal is to be repaid on maturity, which is 26 August 2011. Interest is paid
starting from 15 November 2008 in annual instalments.

On 20 August 2008 the Bank signed a loan agreement with the Triodos Custody B.V. (custodian
of Triodos Fair Share Fund) to the amount of USD 1,000 thousand. The loan bears market interest
rate, Principal is to be repaid on maturity, which is 1 September 2010. Interest is paid starting
from 1 January 2009 in semi-annual instalments.

On 21 August 2008 the Bank signed a loan agreement with the Impulse Microfinance Investment
Fund to the amount of USD 1,500 thousand. The loan bears market interest rate. Principal is to be
repaid on maturity, which is 29 August 2012, Interest is paid starting from 29 February 2009 in
semi-annual instalments.

On 25 September 2008 the Bank signed a loan agreement with the Bank im Bistum Essen to the
amount of USD 7,000 thousand. The loan bears market interest rate. Principal is to be repaid on
maturity, which is 29 September 2012. Interest is paid starting from 29 March 2008 in semi-
annual instalments.
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On 17 November 2008 the Bank amended the loan agreement with Impulse Microfinance
Investment Fund dated 17 November 2005. The loan amount was increased from USD 1,250
thousand to USD 3,000 thousand. The maturity of principal, which is still to be paid in one
instalment, changed from 17 November 2008 to 16 November 2012, Interest payment frequency
did not change and is paid in semi-annual installments. The loan bears market interest rate.

On 17 November 2008 the Bank signed a loan agreement with the EMF Microfinance AGmvK to
the amount of USD 1,500 thousand. The loan bears market interest rate. Principal is (o be
repaid on maturity, which is 17 November 2010. Interest is paid starting from 17 May 2009 in

semi-annual instalments,

As at 31 December 2008 and 2007 accrued interest expense included in due to banks and other
financial institutions amounted to AZN 2,205 thousand and AZN 1,094 thousand, respectively.

The Bank is obligated to comply with financial covenants in relation to debt securities issued
disclosed above. These covenants include stipulated ratios, debt to equity ratios and various other
financial performance ratios. The Bank has not breached any of these covenants during the years

ended 31 December 2008 and 2007.

These liabilities are measured at amortized cost.

CUSTOMER ACCOUNTS

Customer accounts comprise:

Recorded at amortized cost:
Time deposits

Repayable on demand
Blocked accounts

Total customer accounts

Analysis by sector:
Individuals
Insurance -
Trade
Other

Total customer accounts

These liabilitics are measured at amortized cost.
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31 December

31 December

2008 2007
15,916 8,557
4,838 3,270
1,098 307
21,852 12,134

31 December

31 December

2008 2007
15,587 9,909
3,995 912
1,172 1,313
1,098 -
21,852 12,134
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OTHER LIABILITIES

Other liabilities comprise:

31 December

31 December

2008 2007
Other financial liabilities:
Accrued staff cost 409 143
Settlements with money transfer system 180 29
Accrued expenses 167 76
Total other liabilities 756 248

SHARE CAPITAL

As of 31 December 2008 and 2007 the authorized, issued and paid-in share capital consisted of

20,000,000 and 11,000,000 ordinary shares with par value of AZN 1 each.

The below table provides a reconciliation of the number of shares authorized, issued and paid-in as of

31 December 2008 and 2007:

31 December 2006
Issue of shares

31 December 2007
Issue of shares

31 December 2008

Ordinary shares

6,713,000

4,287,000

11,000,000
5,000,000

20,000,000

AZN 9,000 thousand issue of shares was registered by Azerbaijan State Securities Committee in

June 2008.

COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Bank is a party to financial instruments with off-balance sheet
risk in order to meet the needs of its customers. These instruments, involving varying degrees of credit

risk, are not reflected in the balance sheet.

The Bank’s maximum exposure to credit loss under contingent liabilities and commitments to extend
credit, in the event of non-performance by the other party where all counterclaims, collateral or security

prove valueless, is represented by the contractual amounts of those instruments.

The Bank uses the same credit control and management policies in undertaking off-balance sheet

commitments as it does for on-balance operations.
As at 31 December 2008 and 2007 the nominal or contract amounts were:

31 December
2008

Guarantees issued and similar commitments 113

31 December
2007

269

Total contingent Habilities and credit commitments 113

269
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Operating lease and capital commitment — The Bank does not have any non-cancellable operating
leases and capital commitments as at 31 December 2008 and 2007.

Legal proceedings — From time to time and in the normal course of business, claims against the Bank
are received from customers and counterparties. Management is of the opinion that no material
unaccrued losses will be incurred and accordingly no provision has been made in these financial
statements.

Taxation — Provisions of the tax legislation of the Republic of Azerbaijan are sometimes inconsistent
and may have more than one interpretation, which allows the Azerbaijani tax authorities to take
decisions based on their own arbitrary interpretation of these provisions. In practice, the Azerbaijani
tax authorities often interpret the tax legislation not in favor of the taxpayers, who have to resort to
court proceeding to defend their position against the tax authorities. It should be noted that the
Azerbaijani tax authorities can use the clarifications issued by the judicial bodies that have
introduced the concept of “unjustified tax benefit”, “primary commercial goal of transaction” and the
criteria of “commercial purpose (substance) of transaction”. Such uncertainty could, in particular, be
attributed to tax treatment of financial instruments/derivatives and determination of market price of
transactions for transfer pricing purposes. It could also lead to temporary taxable differences
occurred due to loan impairment provisions and income tax liabilities being treated by the tax
authorities as understatement of the tax base. The management of the Bank is confident that
applicable taxes have all been accrued and, consequently, creation of respective provisions is not
required.

Generally, taxpayers are subject to tax audits with respect to three calendar years preceding the year
of the audit. However, completed audits do not exclude the possibility of subsequent additional tax
audits performed by upper-level tax inspectorates reviewing the results of tax audits of their
subordinate 1ax inspectorates. Also according to the clarification of the Country Constitutional Court
the statute of limitation for tax liabilities may be extended beyond the three year term set forth in the
tax legislation, if a cowrt determines that the taxpayers has obstructed or hindered a tax inspection.

Operating environment — The Banl’s prineipal business activities are within the Republic of
Azerbaijan, Laws and regulations affecting the business environment in the Republic of Azerbaijan are
subject to rapid changes and the Bank’s assets and operations could be at risk due to negative changes
in the political and business environment.

Specific volatility in global and Azerbaijan’s financial markets — In recent months a number of major
economies around the world have experienced volatile capital and credit markets. A number of major
global financial institutions have been placed into bankruptcy, taken over by other financial institutions
and/or supported by government funding. As a consequence of the recent market turmoil in capital and
credit markets both globally and in Azerbaijan, notwithstanding any potential economic stabilization
measures that may be put into place by the Government of Azerbaijan, there exists economic
uncertainties surrounding the continual availability, and cost, of credit both for the Bank and its
counterparties, the potential for economic uncertainties to continue in the foresecable future and, as a
consequence, the potential that assets may not be recovered at their carrying amount in the regular
course of business, and a corresponding impact on the Bank’s profitability.

Recoverability of financial assetfs — As a result of recent economic turmoil in capital and credit
markets globally, and the consequential economic unceriainties existing as at balance sheet date,
there exists the potential that assets may not be recovered at their carrying amount in the regular
course of business.

As at year end, the Bank has loans to customers amounting to AZN 163,669 thousand (2007 AZN
93,977 thousand). The recoverability of these loans to customers depends to a certain extent on the
efficacy of the fiscal measures and other measures and other actions, beyond the Bank’s conirol,
undertaken within various countries to achieve economic stability and recovery. The recoverability
of the Bank’s loans to customers is determined based on conditions prevailing and information
available as at balance sheet date. It is the management’s opinion that no additional provision on
loans to customers is needed at present, based on prevailing conditions and available information.
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24. SUBSEQUENT EVENTS

25.

According to the loan agreement that the Bank signed with Kreditanstalt fiir Wiederaufbau on 6
November 2008, the Bank received the 2™ tranche of this loan to the amount of USD 10,000
thousand on 12 January 2009,

According to the loan agreement that the Bank signed with European Bank for Reconstruction and
Development on 19 November 2008, the Bank received the 1% tranche of this loan to the amount of
USD 14,000 thousand on 10 March 2009. The loan bears market interest rate. For this 1 tranche
USD 4,000 thousand principal is to be repaid on 9 June 2010 and USD 10,000 thousand is to be
repaid in three equal semi-annual installments starting from 9 December 2010 by maturity, which is 9
December 2011. Interest is paid starting from 9 June 2009 in semi-annual installments

On 12 March 2009 the Bank signed a loan agreement with the OPEC Fund for International
Development to the amount of USD 5,000 thousand. The loan bears market interest rate. Principal is
to be repaid in three equal semi-annual installments starting from the 2" anniversary of the loan
disbursement. Interest is to be paid starting from 6 months after the loan disbursement in semi-annual
installments.

At its meeting dated 3 March 2009 the General Assembly of Shareholders of the Bank decided not to
pay dividends from profits for 2008 and earlier years.

On 14 January 2009 the Bank opened a new branch in the town of Jalilabad, Azerbaijan, and on 29
March 2009 the Bank opened another new branch in the town of Salyan, Azerbaijan.

On 1 April 2009 the Bank closed its Airport branch due to the relocation of the market located near
Baku Airport.

As the result of the Referendum held on 18 March 2009 in respect of amendments and supplements
to the Constitution of the Republic of Azerbaijan the word National in the title of the National Bank
of the Republic of Azerbaijan will be replaced with the word “Central”.

TRANSACTIONS WITH RELATED PARTIES

Related parties or transactions with related parties, as defined by IAS 24 “Related party disclosures”,
represent:

(a) Parties that directly, or indirectly through one or more intermediaries: control, or are controlled
by, or are under common control with, the Bank (this includes parents, subsidiaries and fellow
subsidiaries); have an interest in the Bank that gives them significant influence over the Bank;
and that have joint control over the Bank;

(b) Associates — enterprises on which the Bank has significant influence and which is neither
a subsidiary nor a joint venture of the investor;

(c) Joint ventures in which the Bank is a venturer;
(d) Members of key management personnel of the Bank or its parent;
(e) Close members of the family of any individuals referred to in {(a} or (d);

(f) Parties that are entities controlled, jointly controlled or significantly influenced by, or for which
significant voting power in such entity resides with, directly or indirectly, any individual referred
to in (d) or (e};

(g) Post-employment benefit plans for the benefit of employees of the Bank, or of any entity that is
a related party of the Bank.

In considering each possible related party relationship, attention is directed to the substance of the

relationship, and not merely the legal form. Details of transactions between the Bank and other
related parties are disclosed below:
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31 December 2008 31 December 2007

Note  Related party Total category Related party  Total cafegory

balances as per financial balances as per financial
statements statements
caption caption
[.oans to customers, net 13 175 163,669 40 93,977
- key management 175 40
Property, equipment and
intangible assets 16 317 6,104 - 3,576
- shareholders 817 -
Other Assets 17 328 779 - 1,038
- shareholders 328 -
Loans from sharcholders 18 19,664 19,664 10,367 10,367
- shareholders 19,664 10,367
Customer accounts 20 600 21,852 302 12,134
- key management 600 302

The remuneration of directors and other members of key management were as follows:

31 December 2008 31 December 2007
Related party  Total category  Related party  Total category
transactions as per financial transactions as per financial
statements statements
caption . caption
Key management personnel
compensation:
Local staff 367 8,519 218 4,428
LFS (payment for Management
Services Contract) 729 729 904 904

Included in the income statement for the years ended 31 December 2008 and 2007 are the following
amounts which arose due to transactions with related parties:

Note Year ended Year ended
31 December 2008 31 December 2007

Related party  Total category  Related party  Total category
transactions as per financial transactions as per financial

statements statements
caption caption
Interest income 4 18 42,540 2 20,855
- key management 18 2
Interest expense 4 1,005 12,544 1,203 6,643
- shareholders 985 1,185
- key management 20 18

FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is defined as the amount at which the instrument could be exchanged in a current
transaction between knowledgeable willing parties in an arm’s length transaction, other than in forced
or liquidation sale. The estimates presented herein are not necessarily indicative of the amounts the
Bank could realize in a market exchange from the sale of its full holdings of a particular instrument.

The fair value of financial assets and liabilities compared with the corresponding carrying amount in
the balance sheet of the Bank is presented below:
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31 December 2008 31 December 2007

Carrying value Fair value Carrying value Fair value

Cash and balances with the NBA 10,041 10,041 6,485 6,485
Due from banks 7,334 7,334 2,236 2,236
Investment available-for-sale 5,863 5,863 5,293 5,293
Loans to customers 163,669 163,669 93,977 93,977
Investment held to maturity 125 125 - -
Other financial assets 163 163 51 51
Loans from shareholders 19,664 19,664 10,367 10,367
Due to banks and other financial

institutions 116,578 116,578 75,603 75,603
Customer accounts 21,852 21,852 12,134 12,134
Other financial liabilities 756 756 248 248

The fair value of loans to customers can not be measured reliably as it is not practicable to obtain
market information or apply any other valuation techniques on such instruments.

REGULATORY MATTERS

Quantitative measures established by regulation to ensure capital adequacy require the Bank to
maintain minimum amounts and ratios of total (12%) and tier 1 capital (6%) to risk weighted assets.

The ratio was calculated according to the principles employed by the Basle Committee by applying the
following risk estimates to the assets and off-balance sheet commitments net of allowances for
impairment losses.

As at 31 December 2008 the Bank’s total capital amount for Capital Adequacy purposes was
AZN 43,584 thousand and tier 1 capital amount was AZN 33,299 thousand with ratio of 24,56 % and
18.76 %, respectively.

As at 31 December 2007 the Bank’s total capital amount for Capital Adequacy purposes was
AZN 20,726 thousand and tier 1 capital amount was AZN 13,844 thousand with ratio of 20.36 % and
13.60 %, respectively.

In addition, the Bank has to maintain a statutory capital adequacy ratio based on the National Bank

of Azerbaijan requirements. During the years ended 31 December 2008 and 2007 the Bank was in
compliance with the minimum capital requirements imposed by the NBA.

CAPITAL RISK MANAGEMENT

The Bank manages its capital to ensure that the Bank will be able to continue as a going concern
while maximizing the return to stakeholders through the optimization of the debt and equity balance.

The capital structure of the Bank consists of debt and equity, comprising issued capital and retained
earnings as disclosed in statement of changes in equity.

The Management Board reviews the capital structure on a semi-annual basis. As a part of this review,
the Board considers the cost of capital and the risks associated with each class of capital. Based on
recommendations of the Board, the Bank balances its overall capital structure through the payment
of dividends, new share issues as well as the issue of new debt or the redemption of existing debt.

The Bank’s overall capital risk management policy remains unchanged from 2007.
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29. RISK MANAGEMENT POLICIES

Management of risk is fundamental to the Bank’s banking business and is an essential element of the
Bank’s operations. The main risks inherent to the Bank’s operations are those related to:

. Credit exposures
. Liquidity risk
. Market risk

The Bank recognizes that it is essential to have efficient and effective risk management processes in
place. To enable this, the Bank has established a risk management framework, whose main purpose
is to protect the Bank from risk and allow it to achieve its performance objectives. Through the risk
management framework, the Bank manages the following risks:

Credit risk

The Bank is exposed to credit risk which is the risk that one party to a financial instrument will fail
to discharge an obligation and cause the other party to incur a financial loss.

Risk management and moenitoring is performed within set limits of authority, by the Credit
Committees and the Bank’s Management Board. Before any application is made by the Credit
Committee, all recommendations on credit processes (borrower’s limits approved, or amendments
made to loan agreements, etc.) are reviewed and approved by Credit Management Department. Daily
risk management is performed by the Head of Credit Department and Branch Management.

Credit Divisions.

The Bank structures the level of credit risk it undertakes by placing limits on the amount of risk
accepted in relation to one borrower, or groups of borrowers, and to industry (and geographical)
segments. Limits on the level of credit risk by a borrower and a product (by industry sector, by
region} are approved monthly by the Management Board. The exposure to any one borrower
including banks and brokers is further restricted by sub-limits covering on and off-balance sheet
exposures which are set by the Credit Committee. Actual exposures against [imits are monitored
daily.

Where appropriate, and in the case of most loans, the Bank obtains collateral and corporate and
personal guarantees, Such risks are monitored on a continuous basis and subject to annual or more
frequent reviews.

Commitments to extend credit represent unused portions of credit in the form of loans, guarantees or
letters of credit. The credit risk on off-balance sheet financial instruments is defined as the
probability of losses due to the inability of the counterparty to comply with the contractual terms and
conditions. With respect to credit risk on commitments to extend credit, the Bank is potentially
exposed to a loss in an amount equal to the total unused commitments. However, the likely amount
of the loss is less than the total unused commitments since most commitments to extend credit are
contingent upon customers maintaining specific credit standards. The Bank applies the same credit
policy to the contingent liabilities as it does to the balance sheet financial instruments, i.e. the one
based on the procedures for approving the grant of loans, using limits to mitigate the risk and current
monitoring. The Bank monitors the term to maturity of off balance sheet contingencies because
longer term commitments generally have a greater degree of credit risk than short-termn
commitments.,

Maximum Exposure

The Bank’s maximum exposure to credit risk varies significantly and is dependant on both individual
risks and general market economy risks.
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The following table presents the maximum exposure to credit risk of balance sheet and off balance
sheet financial assets. For financial assets in the balance sheet, the maximum exposure is equal to the
carrying amount of those assets prior to any offset or collateral. For financial guarantees and other
off balance sheet assets, the maximum exposure to credit risk is the maximum amount the Bank
would have to pay if the guarantee was called on or in the case of commitments, if the loan amount
was called on.

As at 31 December 2008;

31 December 2008

Maximum Offset  Netexposure Collateral  Net exposure after

exposure after offset Pledged  offset and collateral

Loans and advances to banks 7,334 - 7,334 - 7,334
Loans to customers 163,669 755 162,914 181,805 -
Investments available-for-sale 5,863 - 5,863 - 5,863
Investments held to maturity 125 - 125 - 125
Other financial assets 163 - 163 - 163

As at 31 December 2007:
31 December 2007

Maximum Offset  Netexposure Collateral Net exposure after

exposure after offset Pledged  offset and collateral
Loans and advances to banks 2,236 - 2,236 - 2,236
Loans to customers 93,977 180 93,797 94,196 -
Investments available-for-sale 5,293 - 5,293 - 5,293
Investments held to maturity - - - - -
Other financial assets 51 - 51 - 51

Financial assets are graded according to the current credit rating they have been issued by a “Fitch
Ratings™ global rating agency. The highest possible rating is AAA. Investment grade financial assets
have ratings from AAA to BBB. Financial assets which have ratings lower than BBB are classed as
speculative grade.

The following table details the credit ratings of financial assets held by the Bank as at 31 December
2008:

Total at 31
Not December
AAA AA A BBB <BBB rated 2008

Loans and advances to banks - 2,821 - 16 256 4,241 7,334
Loans to customers - - - - - 163,669 163,669
Investments available-for-sale - - - - 5,823 40 5,863
Investments held to maturity - - - - - 125 125
Qther financial assets - - - - - 163 163

40



As at 31 December 2007:

Total at 31
December
2008
Total
Not
AAA AA A BBB <BBB rated
Loans and advances to banks - 1,547 - - 25 664 2,236
Loans to customers - - - - - 93,977 93,977
Investments available-for-sale - - - - 5,253 40 5,293
Other financial assets - - - - - 51 51

The banking industry is generally exposed to credit risk through its loans to customers and inter bank
deposits. With regard to the loans to customers this risk exposure is concentrated within the Country.
The exposure is monitored on a regular basis to ensure that the credit limits and credit worthiness
guidelines established by the Bank’s risk management policy are not breached.

The following table details the carrying value of assets that are impaired and the ageing of those that
are past due but not impaired. The amount of AZN 159,807 thousand of loans to customers that have
been impaired as of 31 December 2008, and AZN 92,090 thousand as of 31 December 2007,
represents loans which were provisioned for impairment based on a collective assessment of
financial assets and macro-economic risk. Loans with overdue payments over 30 days included
above consisted of AZN 930 thousand as of 31 December 2008 and AZN 48 thousand as of 31
December 2007.

As at 31 December 2008:
Financial assets past due but
not impaired
Neither past 0-3 months 3-6 6 menthsto  Greater  Financial Tofal at 31

due nor months 1 year thanone assets that December
impaired year have been 2008
impaired
Loans and advances to banks 7,334 - - - - - 7,334
Loans to customers 3,862 - - - - 159,807 163,669
Investments available-for-sale 5,863 - - - - - 5,863
Investments held to maturity 125 - - - - - 125
Other financial assets 163 - - - - - 163

As at 31 December 2007:
Financial assets past due but
net impaired
Neither past 0-3 months 3-6 6 monthsto Greater  Financial Total at 31

due nor months I year than one  assets that December
impaired year have been 2007
Impaired
Loans and advances to banks 2,236 - - - - - 2,236
Loans to customers 1,887 - - - - 92,090 93,977
Investments available-for-sale 5,293 - - - - - 5,293
Other financial assets 51 - - - - - 51

Geographical concentration

The Assets and Liabilities Management Committee (“ALCO”) exercises control over the risk in the
legislation and regulatory arena and assesses its influence on the Bank’s activity. This approach
allows the Bank to minimize potential losses from the investment climate fluctuations in the
Country.

The geographical concentration of assets and liabilities is set out below:
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FINANCIAL ASSETS

Cash and balances with the NBA
Due from banks

Loans to customers

Investments available-for-sale
Investments held to maturity
Other financial assets

TOTAL FINANCIAL ASSETS

FINANCIAL LIABILITIES

Loans from sharcholders

Due to banks and other financial
institutions

Customer accounts

Other financial liabilities

TOTAL FINANCIAL
LIABILITIES

NET POSITION

FINANCIAL ASSETS

Cash and balances with the NBA
Due from banks

Loans to customers

Investments available-for-sale
Other financial assets

TOTAL FINANCIAL ASSETS

FINANCIAL LIABILITIES

Loans from shareholders

Due to banks and other financial
institutions

Customer accounts

Other financial liabilities

TOTAL FINANCIAL
LIABILITIES

NET POSITION

Ligquidity risk

Azerbaijan Gther OECD countries 31 December
non-OECD 2008
countries Total
10,041 - - 10,041
4,163 350 2,821 7,334
163,669 - - 163,669
5,863 - - 3,863
125 - - 125
102 il 3Q 163
183,963 361 2,871 187,195
- - 19,664 19,664
2 17,518 99,058 116,578
21,852 - - 21,852
589 167 - 756
22,443 17,685 118,722 158,850
161,520 (17,324) (115,851)
Azerbaijan Other OECD countries 31 December
non-0ECD 2007
cotntries Total
6,485 - - 6,485
594 g1 1,551 2,236
93,977 - - 93,977
3,293 - - 5,293
- - 51 51
106,349 91 1,602 108,042
- - 10,367 10,367
- 8,987 66,616 75,603
12,134 - - 12,134
244 - 4 248
12,378 8,987 76,987 98,352
93,971 (8,896) {75,385}

Liquidity risk refers to the availability of sufficient funds to meet deposit withdrawals and other

financial commitments associated with financial instruments as they actually fall due.

The ALCO controls these types of risks by means of maturity analysis, determining the Bank’s
strategy for the next financial period. Current liquidity is managed by the Treasury Department,
which deals in the money markets for current liquidity support and cash flow optimization.
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In order to manage liquidity risk, the Bank performs daily monitoring of futurc expected cash

flows on clients’ and banking operations, which is a part of assets/liabilities management process.
The Management Board sets limits on the minimum proportion of maturing funds available to meet
deposit withdrawals and on the minimum level on interbank and other borrowing facilities that
should be in place to cover withdrawals at unexpected levels of demand.

An analysis of the liquidity and interest rate risks is presented in the following table. The
presentation below is based upon the information provided internally to key management personnel
of the entity.

Upto 1 monthte 3 monthto 1yearto Over Maturity 3t December
1 month 3 months 1 year S years 5 years undefined 2008
Total
FINANCIAL ASSETS
Due from banks 4,002 - - - - - 4.002
Loans to customers 11,802 24,163 80,215 . 46,463 1,026 - 163,669
Investments available-for-sale 5,823 - - - - - 5,823
Investments held to maturity 125 - - - - - 125
Total interesi bearing
financial assets 21,752 24,163 80,215 46,463 1,026 - 173,619
Cash and balances with
the National Bank of
Azerbaijan 10,041 - - - - - 10,041
Bue from banks 3,312 - - - - 20 3,332
Investments available-for-sale 40 - - - - - 40
Other financial assets 163 - - - - - 163
Tetal financial assets 35,308 24,163 80,215 46,463 1,026 20 187,195
FINANCIAL LIABILITIES
[.oans from shareholders - 422 3,974 14,960 308 - 19,664
Due to banks and other financial
institutions - 1,630 10,174 88,187 16,587 - 116,578
Customer accounts 2,134 1,351 10,181 3,348 - 17,014
Total interest bearing
financial liabilities 2,134 3,403 24,329 106,495 16,895 - 153,236
Customer accounts 4,838 - - - - - 4,838
Other financial Hiabilities 756 - - - - - 756
Total financial Habiltties 7,728 3,403 24,329 106,495 16,895 - 158,850
Liquidity gap 27,580 20,760 55,886 (60,032) {15,869}
Interest sensitivity gap [9,618 20,760 55,886 (60,032) (15,869)
Cumulative interest sensitivity
gap 19,618 40,378 96,264 36,232 20,363
Cumulative interest sensitivity
gap as a percentage of total
assels 10% 22% 51% 19% 11%

Interest bearing assets include fixed interest rate bearing assets only. Interest bearing financial
liabilities in part concerning “Loans from shareholders” include both fixed and variable interest rate
bearing loans from shareholders in the amount of AZN 11,910 thousand and AZN 7,754 thousand
respectively. Interest bearing financial liabilities in part concerning “Due to banks and other financial
institutions™ include both fixed and variable interest rate bearing amounts due to banks and other
financial institutions in the amount of AZN 103,930 thousand and AZN 12,648 thousand
respectively. Interest bearing financial liabilities in part concerning “Customer accounts” includes
fixed interest rate bearing customer accounts only. For liquidity risk purposes all interest bearing
financial assets and liabilities are shown in the table above according to the scheduled dates of
repayment of their installments, including variable interest rate bearing financial liabilities, which are
scheduled to reprice semi-annually.
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FINANCIAL ASSETS

Due from banks

Loans to customers
[nvestments available-for-sale
Investments held 1o maturity

Total interest hearing
financial assets

Cash and balances with
the National Bank of
Azerbaijan
Due from banks
Investments available-for-sale
Other financial assets

Total financial assets

FINANCIAL LIABILITIES

Loans from sharcholders

Dhie to banks and other financial
institutions

Customer accounts

Tolal interest bearing
financial liabilities

Customer accounts
Other financial liabilitics

Total financial Habilities
Liquidity gap
Interest sensitivity gap

Cumulative interest sensitivity
gap

Cumulative interest seasitivity
gap as a percentage of total
assets

Up to 1 month to 3 moenth to 1 year to Over Maturity 31 December
1 month 3 months 1 year 5 years 5 years undefined 2007
Total
1,736 - - - - - 1,736
4,671 9,704 46,383 32,770 426 23 93,977
5,253 5,253
11,660 9,704 46,383 32,770 426 23 100,966
6,485 - - . . . 6.485
- 500 - - - - 500
40 - - - - - 40
51 - - - - - 51
18,236 10,204 46,383 32,770 426 23 108,042
81 - 4214 6,072 - - 10,367
1,094 - 7,997 49,734 16,778 - 75,603
1,543 1,329 3,807 1,980 - - 8,659
2,718 1,329 16,018 57,786 16,778 - 94,629
3475 - - - - - 3475
248 - - - - - 248
6,441 1,329 16,018 57,786 16,778 - 98,352
11,795 8,875 30,365 {25,016} {16,352)
8,942 8,375 30,365 {25,016) {16,352)
8,042 17,317 47,682 22,666 6,314
8% 16% 44% 21% 6%

A further analysis of the liquidity and interest rate risks is presented in the following tables in
accordance with IFRS 7. The amounts disclosed in these tables do not correspond to the amounts
recorded on the balance sheet as the presentation below includes a maturity analysis for financial
[iabilities that indicates the total remaining contractual payments (including interest payments),
which are not recognized in the balance sheet under the effective interest rate method.
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Weighted Upto I month to 3 month to 1 yearto Over Maturity 31 December
average 1 month 3 months 1 year 5 years 5 years undefined 2008
effective Total
interest rate
FINANCIAL LIABILITIES
Loans from shareholders 7.21% - 387 5,068 17,501 667 - 23,623
Due to banks and other financial
institutions 9.72% - 1,535 10,987 108,451 26,233 - 147,206
Customer accounts 12.39% 1,852 [,485 10,334 3817 - - 17,488
Total interest bearing
financial liabilities 1,852 3,407 26,389 129,769 26,900 - 188,317
Customer accounts 4,838 - - - - - 4,838
Other financial Habilitics 756 - - - - - 756
Total financial liabilities 7446 3,407 26,389 129,769 26,900 - 193,911
Weighted Upto I monthto 3 month to 1yearto Over Maturity 31 December
average 1 month 3 months 1 year S years S years undefined 2007
cffective Total
interest rate
FINANCIAL LIABILITIES
Loans from shareholders 8.87% - 434 4953 6,299 - - 11,686
Due to banks and other financial
institutions 9.21% - 449 5,581 75,944 15,901 - 97,875
Customer accounis 11.18% 1,489 1,172 4,129 2,301 - - 9,091
Total interest bearing
financial liabilities 1,489 2,033 14,663 84,544 15,901 118,652
Customer accounis 3475 - - - - - 3,475
Other financial liabilities 105 143 - - - - 248
Total financial liabilitics 5, 069 2,198 14,663 84,544 15,901 - 122,375

Weighted average effective inferest rates related to “Loans from shareholders” in both 2008 and

2007 years exclude withholding tax, as shareholders have exemption from tax.

Weighted average effective interest rates related to “Due to banks and other financial institutions™ in

both 2008 and 2007 years include withholding tax.
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Market Risk

Market risk covers interest rate risk, currency risk and other pricing risks to which the Bank is
exposed. There have been no changes as to the way the Bank measures risk or to the risk it is
exposed.

The Bank is exposed to interest rate risks as entities in the Bank borrow funds at both fixed and
floating rates. The risk is managed by the Bank maintaining an appropriate mix between fixed and
floating rate borrowings.

The ALCO also manages interest rate and market risks by matching the Bank’s interest rate position,
which provides the Bank with a positive interest margin. The Department of Financial Control
conducts monitoring of the Bank’s current financial performance, estimates the Bank’s sensitivity to
changes in interest rates and its influence on the Bank’s profitability.

All bank loan contracts and other financial assets as well as majority of bank’s financial liabilities are
fixed interest rate instruments. The Bank monitors its interest rate margin and consequently does not
consider itself exposed to significant interest rate risk or consequential cash flow risk.

Intferest rate sensitivity

The Bank manages fair value interest rate risk through periodic estimation of potential losses that
could arise from adverse changes in market conditions. The Department of Financial Control
conducts monitoring of the Bank’s current financial performance, estimates the Bank’s sensitivity to
changes in fair value interest rates and its influence on the Bank’s profitability.

The following table presents a sensitivity analysis of interest rate risk, which has been determined
based on “reasonably possible changes in the risk variable”. The level of these changes is determined
by management and is contained within the risk reports provided to key management personnel.

Impact on profit before tax based on asset values as at 31 December 2008 and 31 December 2007:

Impact on shareholders equity:

As at 31 December 2008 As at 31 December 2007
Interest rafe Interest rate  Interest rate Interest rate
+1% -1% +1% -1%

Financial Assefs:
Due from banks 40 (40) 17 (17
Loans to customers 1,637 (1,637) 940 {940)
Investments available-for-sale 59 (59) 53 (53)
Financial Liabilities:
Loans from shareholders (197) 197 (104) 104
Loan from other financial institutions {1,166) 1,166 (756) 756
Customer accounts (170) 170 (87) 87
Net impact on profit before tax 203 (203) 63 (63)

This analysis is subject to the fact that semi-annual re-pricing of variable interest rate bearing financial
liabilities indicated in liquidity analysis on Note 29 does not result in change of their interest rate.

Currency risk
Currency risk is defined as the risk that the value of a financial instrument will fluctuate due to changes

in foreign exchange rates. The Bank is exposed to the effects of fluctuations in the prevailing foreign
currency exchange rates on its financial position and cash flows.
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The ALCO controls currency risk by management of the open currency position on the estimated basis
of AZN devaluation and other macroeconomic indicators, which gives the Bank an opportunity to
minimize losses from significant currency rates fluctuations toward its national currency. The Treasury
Department performs daily monitoring of the Bank’s open currency position with the aim to match

the requirements of National Bank of Azerbaijan.

The Bank’s exposure to foreign currency exchange rate risk is presented in the table below:

Financial assets

Cash and balances with the NBA
Due from banks

Loans to customers

Investments available-for-sale
Investments held to maturity
Other financial assets

Total financial assets

Financial lizbilities

Loans from sharcholders

Loans from financial institutions
Customer accounts

Other financial liabilities

Total financial fiabilities

OPEN BALANCE SHEET
POSITION

Financial assets

Cash and balances with the NBA
Due from banks

{,0ans to customers

Investments available-for-sale
Other financial assets

Tetal financial assets

Financial liabilities

Loans from sharcholders

Loans from financial institutions
Customer accounts

Other financial liabilities

TFotal financia) liabilities
OPEN BALANCE SHEET
POSITION

Currency risk Sensitivity

AZN USD EUR Other 31 December

UsD 1 =0.801 EUR 1= currency 2008

AZN 1.1292 AZN Total
6,088 2,881 1,072 - 10,041
20 6,536 388 190 7,334
44,695 118,974 - - 163,669
5,863 - - - 5,863
125 - - - 125
95 17 50 1 163
56,886 128,408 1,710 191 187,195
- 19,664 - - 19,664
8,396 108,182 - - 116,578
13,542 5,375 2,935 - 21,852
733 18 - 5 756
22,671 133,239 2,935 5 158,850

34,215 (4,831) (1,225) 186

AZN USD EUR Other 31 December

usp 1= EUR 1= currency 2007

0.8453 AZN 1.2450 AZN Total
3,821 2,205 453 6 6,485
508 1,646 82 - 2,236
13,892 80,034 51 - 93,977
3,293 - - - 5,293
- 51 - - 51
23,514 83,936 586 G 108,042
- 10,367 - - 10,367
4224 71,379 - - 75,603
6,929 2,800 2,399 6 12,134
244 4 - - 248
11,397 84,550 2,399 6 98,352

12,117 (614) {1,813) -

The following table details the Bank’s Sensitivity to a 10% increase and decrease in the USD against
the AZN. 10% is the sensitivity rate used when reporting foreign currency risk internally to key
management personnel and represents management’s assessment of the possible change in foreign
currency exchange rates. The sensitivity analysis includes only outstanding foreign currency
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denominated monetary items and adjusts their translation at the end of the period for a 10% change
in foreign currency rates. The sensitivity analysis includes external loans as well as loans to foreign
operations within the Bank where the denomination of the loan is in a currency other than the
currency of the lender or the borrower.

Impact on net profit and equity based on asset values as at 31 December 2008 and 31 December
2007:

As at 31 December 2008 As at 31 December 2007
AZN/USD AZNAJSD AZN/USD AZNAUSD
+10% -10% +10% -10%
Impact on profit or loss (483) 483 (61 61
As at 31 December 2008 As at 31 December 2007
AZN/EURO  AZN/EURO AZN/EURQO AZN/EURO
+10% -10% +10% -10%
Impact on profit before tax and equity (122) 122 (181) 181

Limitations of sensitivity analysis

The above tables demonstrate the effect of a change in a key assumption while other assumptions
remain unchanged. In reality, there is a correlation between the assumptions and other factors. It
should also be noted that these sensitivities are non-linear, and larger or smaller impacts should not
be interpolated or extrapolated from these results,

The sensitivity analyses do not take into consideration that the Bank’s assets and liabilities are
actively managed. Additionally, the financial position of the Bank may vary at the time that any
actual market movement occurs. For example, the Bank’s financial risk management strategy aims to
manage the exposure to market fluctuations. As investment markets move past various trigger levels,
management actions could include selling investments, changing investment portfolio allocation and
taking other protective action. Consequently, the actual impact of a change in the assumptions may
not have any impact on the liabilities, whereas assets are held at market value on the balance sheet.
In these circumstances, the different measurement bases for liabilities and assets may lead to
volatility in shareholder equity.

Other limitations in the above sensitivity analyses include the use of hypothetical market movements
to demonstrate potential risk that only represent the Bank’s view of possible near-term market
changes that cannot be predicted with any certainty; and the assumption that all interest rates move in
an identical fashion.

Price risk

Price risk is the risk that the value of a financial instrument will fluctuate as a result of changes in
market prices whether those changes are caused by factors specific to the individual security or its
issuer or factors affecting all securities traded in the market. The Bank is exposed to price risks of its
products which are subject to general and specific market fluctuations.

The Bank manages price risk through periodic estimation of potential losses that could arise from
adverse changes in market conditions and establishing and maintaining appropriate stop-loss limits
and margin and collateral requirements. With respect to undrawn loan commitments the Bank is
potentially exposed to a loss of an amount equal to the total amount of such commitments. However,
the likely amount of a loss is less than that, since most commitments are contingent upon certain
conditions set out in the loan agreements.
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Head Office and Central Branch — 137 A. Guliyev str
Bas ofis va Markazi filial — ©.Quliyev kiic., 137

Khalglar Dostlugu Branch — G. Garayev Ave, opposite building 126
“Xalglar Dostlugu” Filiali — Q. Qarayev pr., 126 Sayli binanin garsisi

Elmler Akademiyasi Branch — 4a Inshatchilar Ave
“Elmler AkademiyasI” Filiall — Insaatcilar pr., 4a

Khirdalan Branch — H. Z. Tagiyev str., Block 27
“Xirdalan” Filial — H. Z. Tagiyev kig., 27 mah.

20th January Branch — 1c A. Mustafaev str
“20 Yanvar” Filiall — A. Mustafayev kiig., 1c

Bakikhanov Branch — 70 M. Fataliyev str
“Bakixanov” Filiall — M. Fataliyev kig., 70

Azadlyg Branch — 97 Azadlig Ave
“Azadliq” Filiall — Azadliq pr., 97

Babek Branch — 76¢c Babek Ave
“Babak” Filiall — Babak pr., 76c

Sabayil Branch — 15 R. Rza str
“Sabayil” filial — R. Rza kig., 15

Bul-Bul Branch — 33 Bul-Bul Ave
“Bul-BulI” Filiah — Bul-Bil pr., 33

Mardakan” Branch — 2a Esenin str
“Merdskan” Filiall — Yesenin kig., 2A

Badamdar Branch — 34 Badamdar Highway
“Badamdar” Filiall — Badamdar sossesi; bina.34

Ganja Branch — 110 Khatai Ave
“Genca” Filiall — Xatai pr., 110

Khachmaz Branch — 215 N. Narimanov Ave
“Xagmaz” Filiall — N. Narimanov kig., 215

Mingechevir’ Branch — 98A U. Hajibeyov str
“Mingagevir” Filiall — U. Hecibsyov kiic, 98A

Sumgayit Branch — 9/11 Sulh str., 1 m/d
“Sumaqayit” Filiall — 1-ci mkr., Silh kig., 91

Sheki Branch — 17 M. A. Rasulzade str
“Seki” Filiall — M. ©. Resulzads kig., 17

Lenkoran Branch — H. Aslanov Ave
“Lenkeran” Filiali — H. Aslanov pr

Zagatala Branch — 29/1 F. Amirov str
“Zaqatala” Filiali — F. ®mirov kig., 21/9

Jalilabad Branch — H. Aliyev Ave
“Calilabad” Filiall — H. Sliyev pr

Salyan Branch - Y. Gasimov str
“Salyan” Filiali — Y. Qasimov kug

Gazakh Branch — H. Aliyev Ave
“Qazax” Filiali — H. Sliyev pr
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