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1988 Frmoh 16 admormn
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LA =AM biBil — 3 BHENMEN BAAIIEIEN Bikdd
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2000 Frmob 28 Banba

LAAAMIEMANLM LITNEIELM JMaIMam3ENG (IFC) B3 B14BI6NNk
NERDLENENILNLEY B BIEINMIAIBO0L SMBIER (DEG) GNaALn
BIEING JAUNIBAL 10-10 JAMUDEANL FBOMBIMED EIMNLE

2000 ek .
Thomson Financial Bankwaich GNaALN B36M mm

FRINSMEEL SEMRIISL. 3L Sl S3AITEN AMBLVEMLMTEINL
AAMSEMAALM mINSNEAN SENTILAL INAIION BISTLIEL

JU0 Frmol koo
MMM 305406 JAEMEIAS 100 ANENME Ciskh Bildikis

2001 femot B Banba
TNANLN BIGS BMEIENMIFbL LIIIATEIm™
LSIELNE LSy eI JMEENEENL (GPIH] BaE3dEak 8N

2001 pmnls 168 apa0bdm
bAdAMABMAILM bITOMEIELM JMAMAUNIL (FC
BJSIEMRAM BBN — 3 BNEAMEN BRI

December 17,1982
FOUNDATION OF THE BANK

Fay, 1954
GEMERAL LICENSE

June, 1996
FIRST INTERMATIONAL ALIDNT - COOPERS £ LYBRAND

August, 1998
FIRET CREDIT AGREEMENT BETWEEN TACIS AND TBC BANK

Decomber. 10496
FIRST CREDIT LINE AGREEMENT WITH ELIROPEAN BANK FOR
RECOMSTRUCTION ARD DEVELOPMENT (EBRD) LISD 3 MLK

Fabruary, 1997
WORLD BANK CREDIT LINE USD 1 MLN,

February 26, 1998
IFC CREDIT LINE USD 3 MLN.

March 17, 1908
AGREEMENT BETWEEMN EBRD AND TEC BANE
LETTER OF CREDIT SUPPORT PROJECT LISD 1 MLN,

Agpril 16, 1098
DEG CREDIT LINE DEM 3 MLM

August 17, 1099 5
LETTER OF CREDIT SUPPORT PROJECT'S VOLUME s
INCREASES TD USD 2 MLN,

1960
TBC BANK PARTICIPATES AS A FOUNDER
OF MICROFINANCE BaNK OF GEORGL,

February 2, 2000
DEG CREDIT LINE ELIRO 2 MLN

May 26, 2000
INVESTMENT OF IFC AND DEG IN TBC BANKE CAPTTAL

Sgptembsar, 2004
FIRST INTERNATIONAL BATING
BY THOMPZON FINAMCIAL BAMNEWATCH,

TBEC BANK 15 THE ONLY GEORGIAN COMPANY TO OBTAIN A RATING.

April, 2001
TBC BANK'S ARSETS EXCEED GEL 100 BLM.

My 8, 200
TBC BAMK I5 A FOUNDER OF

GECRGIAN PEMSION AND INSURARCE HOLDING

16, 2001
IFC GREDIT LINE LISD 3 MLN
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Paricipascn in the sstablistmen] of Gaorgian Ponaion and
insurance Holging (5P Holding] hos boen a pemarkaibls memant
for THIC Bank. |t & cur bolal Fal in @ couple of pears 5P Holding
weill smergs a8 B vedy sicessshi insumnce compar y, Sinca e
establishmant of GPI Holding implias (he lsurch of S R prvabe
piien aasurance schoma, A s consequontial b [T Gaofglan
frnneial systoms’ furror dovelopment. Therofon, we condidier i
wary imporinnd 1o peieipaln i B poged], the poaitive results of
which will booome evident in 5-10 pears.

TEC BEank's winning perfesmanca durieg J001 has assoried the

markat e isndencies. W would ke to dedens that e
basnik's. manasgarsent will maintaen wuch visicn in he yoar 2002

Irs farma of managemani sysiems enhancomaent, Riemal
reorpariEation ook ploce durng the past pear. As g direct result of
b bank's growih, by the year 2004, & bacsmae nocaasary o
moudify crgaenizational struciuns 0 order 10 anaure Maxemum eous
on i clenls needs. In 2001, TBC Bank implamermied ege-scals
project in this dinsction. By the end of (Fa yead we obinines
complobely norw sinuiching, Wwhleh i our opinien & ey
faxible and has o capacily for furher deveiopmasnl. The Dengdss of
iy miing stnocium wil become obvious by 20022003

nmzuunmmmmmmM
singte cuslomar, Last yoar a specipl stnictural ure concaniraling
on enhangng cusicmis relations wis kemod. A managos
meaponsiblo fof ensurng maxdmum quably senacn will D assigned
0 up 1o 300 spocial cusiomaons

Sacord masl impotant modification of e organizationa siruciune
in the yair 2001 6 reorganiraton of the markoting deparkmant,
which was divided into Product Devetopment snd mogs

rsh managarmefl. 0 is our belof thal TEC Banks cormect ek
management polcy has been a precondticn for (he hark's

sucoassiul parftormance so far. Laat year we formed sevacsl
structurnl urts in ordor 1o anatyzo and estimaln risk spocifics

Iri 2001 wen havwe eatablsbod sepanate Cunity Managemon uni,
which will spacialion in impeowing the qualty of the bank's
products. It i our deeg beliof Tat only the banks offering quaity
nErvices 10 thair cusiomen will b succrastul. We balieve that oue
actratins daring the past year i this as vl a8 cifer dircbons wil
Eacdilale sinangihoning of TBC Bank's position on the: marke

elchtargg Bt Frdanien
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BAMARN JIH34D

NANES BIMINS
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EENRIAN SEBIANEN

BIEJNE BAAAMIIOME) m BAMK LEADERBHIP

SUPERVISORY COUNCIL MEMBERS:

NAMUNKA KHATARADTE
Chairman

ELELRH JAP A RIDNTE

GEORGE HEKELIDTE

DAVID MKHAT AR ADTE

JAMES BOMMARDEALX [IFC)

Or. FOLKER NEUSCHUTZ [DEG)

MEMBERS OF THE BOARD OF DIRECTORS
VAKHTANG BUTSKHEIKIGTE

Prosidant

FAATA GADTADTE

First WVics Prosidoer

GIV] LEMOM JAVA
ice President

FEFVA TRISARIEHVILI
Vice President

WAkl DLOTSENIDIE

Wice Praskdant

EXECUTIVE MANAGEMENT
GRORGI ASLAMNFASMHYILI

Head of Credit Daparimant

TEMUR JAPARIOZE

Hoad of Lega! Sendca

VAND BALLASHVIL

Head of Accounting, Planning
and Fonecasting Department

BIORG KACHADT

Hoad of Financial Risk Managoment Dopariment

IKIMA KHELALA

Haad of Operabional Risks Deparmant

WilSHA BERIASHWILI

Haad of Product Devedopemsnt Depastman

IRAKL] KAHARADFE

Head of Traasury

- ANNUALREPORT



i BRNFIEAL
safiabraitnl geachmbn
By diBd ERIREN

FIINA HIUABINEN

v aniaiae
t!-fuba é«?ﬂl‘lﬂ
s i

Wi o a

AAIJON JAEAAS

I JEN BMihddd
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EFA KHVEDELIDZE
Head of Sales Support Departmant

WAL, DFIEHVEL ISHVILI

Head of image Formation
vl Pubibe Ralatcrs Dopartmant

DAVID EHUTSISHIL
Haad of Sendos and Oualty Management Departmant

D65 FAAIENEINMNN  ERA VERULASHVILI
b =iy Hond of Plastie Cards Dagartmani
FibBIES DISIEHET  WARHTANG KLFPRATHVLI
Loy w el mpdrien Hoad of IT Departmsnt
Mendd EIIEER A DALl
Pl =i Hsad of Adminisirathee Deparrment
EES LMY  LELA SANTELADEE
in i st Hesd of Human Rescurcs Managamen| Department
BB K FAGEA JOKHADTE
st e (Hesnd) of Sacusity Sanvion
EIN0 MEMBNRINEN DAVID ASLAMNISHVILI
oy = SOt Senis Manager of imasiment Departmant
WTSOM XI03EN  SOPHID IHUGELY
b Bty (Clhbel Accoumiant
EE &S LEVAN BURDLADIE
SEAIIRAL BIEIRAIES BRANGH MANAGEMENT
B3%S BIRIIONLEN  ZATA MUSHEUDIAN
. ¥ & . .me-ﬂlm

KHATUMA LOBIANIDZE
Samitskhe-Jnvakiall Regional Branch Dinector

ZURAB ABASHIDZE
Kvama Karth Regional Branch Dencior

ZUSAR POLOL IASHYIL
JLARAR CHARDALDTE
Kugaisi Branch Dimcior

IFLAKLI LGLAVA
Modzalade Branch Dinecior

IFUAKL Y EHORAWA
Proti Branch Dirscion

EENIAN QEBIAMDEN 1
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2001 Gl 31 ooy enddchnb BoamBadipmbom. madolbn
Saliynl” jadndarmis 20,842 smalan pacn Bamgnbs. 2000
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e EQWUITY

A5 of Decambar 31, 2001 the Bank's equity equalad GEL 10,842
ihousand. Ths mpresants a 27 .5 (GEL 4 4598 1howusand )
Eamings i 2001 are the source Tor such a
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e P AYMERNMT

TO THE BUDGET

BAEALY LEMIIGTAI B AMUICAAILN SNSAISIAAL ANBISAND
R rFEe eAd valumesa By BFamrERa @
LIFIAMLAIET LMUNLETIAN L1 b3
L2l 5ben EMEALOBE AMRALERDEN  ASBaLibaEn
Head office 1 445 Co0.00 357 e, 68 603 73061 207 854 25
Central 3460347 [ 10181274 | 2051360
Mtatsminda 6 170,64 ITE12T | 82548
Nadzaladavi 29 450,88 4B TEETE | 232070
Rustmd 16 497 56 a7 351 43 1141824
Borjomi 14 12526 19 B34 85 E34TT
Kutaisl 45 123,54 T 531,62 ¥ 51543
Poi 21 538,57 36 556,17 18 0387
Total 1 145 030,00 Bid 628,78 | 93448330 | 51 01143 | 3488 0T00
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2001 Frnab ga8BagimmbaBn enbobio dalign agmhdimms
bgodnmmah behpob o, Farompbarmigial Bnbpmana,
DBbgngmaln dafi el bdad il Boamfna.

2001 Foma bagdome FomBaggdamn rym podmbndgant
rhipnly Jombnm, 2000 Faemaab Bamatdom, o8 Faemb
mdobndgdo 25%-0m gantafpa, MompgBmddhngam,

mydebagadBa 51 B26 aonolwpal 69 429 amab pmahib
Boomina. badthmpgbsm sbaahniglty (Fepoabn
Eydmbnggdn, By8babgamn sladdigba) fngbgma GaBmgdn
B5%-no aanbatiga, thag maBbmidngom 28 681 smabogal
43 B43 amabalpg bohpaln galmobaggla.

2001 Grenb 3aB8agmmmbaBn mnbobn daf b Bngh
#a8mgbnB] sbarnn dxnmaden monlizdga. Feob
drgmmilsarpnly Shmpoddgiol oo Bpdmgabondham
peBmngnrdoeps;

ANAeENEN&AI ERM BN
TIBEIEIIEN Sbotéda

JAENSEN dBddMmIBMN

TBARIEN BISEIEFICT dGdamIEN
LIBTBAM JBIBMIBN

gabydn @o Bmdbabgmjiol gmddzie Bapdog mabagfob
gabngmol, fama Mhmgrgidgin Jsbgbmbmol dsbmnb
Brenbmabigdl mo bymb giamdmab dabamb] dabynl bl
rhmab.

EadrToadggiol tips dabiynbapdn babmgagapol Gpmbat
s sbnemegthe behmols @ Tamdasgdame bajBnaabminl
rhorytma DakaBgsaemns

- DEPDOSITS

a8 a8 ®

Diwring 2001 TBC Bank continued stable growih and bacame tha
largest bank n Geongla in terms of Habilitles

2001 was veny successful in terms of deposil increase. Total
deposis expanded by 25 % in companson with 2000, In Lan
amounts the valume of deposits Increased from k GEL 51826 up
to K GEL 62°428°. Tha balance of interest badsng accounls
increasad by B5% and made up 43856 D00

Sevaral now products wena intreduced in 2001, By tha end of the
yizar the following types of doposils wane on U kst

CURRENT DEPOSITS
SAVINGS DEPOSITS
TIME DEPOSITS
INCREASING DEPOSITS
CHILDREM DEPOSITS

Frica and ssnace GPFF'GEI'J"'BE- ars In 8 conlinihis FE"IjE‘S-iﬂﬂ
process o mas! markel's Ainst needs and expand marke! shans.

Tha growth al the deposits & ong of the indicators ol puble
conhdenca, sheadlly-growing imaga and gipcoeaafid Bisineas
perormance ol the Bank
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IinocaearFa |t

ininmascnal crodit Bnes i 9.9 Loghm. bagmopndm baighhg
nimrbank borowings ) 3.7 BalimaBrnl byt

trve clepcniis £ 488 jagesd modevengd nies
aavieg depondis [ 17,9 MBEabamm goletns ik
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e CUSTOMERARA SERVIOE

I Adgpiesl 2001, saparate structursd unit Customer Senvice and
Cuslity Management Department was formad 1o ensura guality
improvemant of the services provided 1o the customers. The
Departmant’s objective is 1o ensure competilive advaniage of TBC
Bank's sanvicas provided (o fargel cuslomers

Deparimeni’s stralegic goal is cusiomed sendica managamant
dyslam's developmanl Customisr sendice aysiem's constant
irmprovement s 8 prevequisilo Tor the realization of substantial
compeliive Bdvantapa

in 2001, TEC Bank devoloped its cwn senvice siandants
Previously, the bank employed general guidelines, which wers
pregared by tha National Bank of Georgia and Minisiry of Finance
By saiting s own sarvicn quality standards, TBC Bank
pcknowledged customer noeds and provided for improvemant of
cusiomer satistaciion.

As of now, new service qualily slandards are employed in each of
s hank's branches. This afioes us o renvlorce our compaabdive
mdvanimpe on fha market. Spoecial poshion was infroduced to aach
branch's arganizabonal siructurs n onded 1D BNSUNS CUSMOMOr
seryvica iImprovement while sacuting the intsgrity of standard
procedures

This is the year when development of reciprocal information
exchange network has been planned. The sysiem will locus nat an
the identification of the dranwbacks In the eusiomer sendce, but an
timaly idantification of e causes for such

This year wa ans considenng esiablishment of service-providor
queadfication sysiem. The sysiem will ensure not only axisting
personnel fraining, but also nowly appointed parsonnal testing
This wil smooth the progress of reiention and Improvement ol high
cLslomer sardice standands
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Limoilitimme mErdBEEUMFEE
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2001 Faimb mndabn 3abn smogBagbmal gfoogfhombnk
sharm ol amagnma. Lfdmm, Bpimngigenn ojta
amnfidgbmal adhmophmmanl ByEgitah mabaBoglmis,
mmimob goiionos smoghdgaoad abgogoarJo i
=hamnagthmendgbol @odiarhgba, tams Bembaal, Jtmob
By, Bnbmgnl BajunBaprgman dhagarmapphmgalio
badaBgm dthmipgj@adolb Bimagatgda o, Bymergh Badng,
JrmaBanbagsh Brrds dafianh
BnBlhatachaal bamolbom Bamo siogmanmegdob prmbnta
o 38 Bmlbabarhpda o adigbeamn bachgyboloh Bibabad,
Bamn Sabpamdan smdmgbgrhal Bobbnom. B h L
fgdamdol gmesipnBapne JFis Mgemobagn)bol
Bhamhmai)chol bablatrgin.

28 LaBabamBs dhaidnygome Bglsmda manfym
2001 frmnh B @dmamal. aabrbabrama modabn BByl
200-Bep Bbibgomma gemaglidnh Bolba, tmimgdmabag

e CUBTOMER RELATIONS

Ir 20, THC Bank -'.'-I'I-.:I"Elkb."Ed FigFdy CUTHREEION N Tﬂl]-'"".' o
emiproving cusiomas relations. Spaclically, tha Bank nas inroduced
cusiomer relabans managear posiiion io astablish individual
relations with our clionba, The lunclion of B posibon 18 1D anSes
TR DanS Iy D 0N of {he mesimum Ty of Bank W) PrOCReCTE B
widll a5 gathar information regandng custiomears salisfaction andor
diaantistnston with the services rendered. Managors’ actinlies o
coordinatod by Salet Sappor Degartmant

Sales Support Deparbmien] siared funslioning n Novermbar S0
Lip ta 200 soecial cusiomears wors idoniified. Al the mitial stage,
deparimonts managan sainblished indvidual contacis with
sl customrs. Tho right dinscion of new cusiomer relabons
siralagy ls aeseded by e facd thal o the ohort pancd of firma
savaral drawbacks in the sordaces ollerad swere Idanlified nnd
alimingbed. Moedawer. wit hive established flecstle systom of
esiablishing direct conlact wilth special customears and offesing

thism wide arry of ssrvices

IMAATIENLE LEAIISTAS LAUBDRAL ARBIESEARLNL BNeTEANM
Lomn poaorefallag by loanm amounte

1000-25 000 GEL i) 4.5% 1 O00UPS (00 pmaimn
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00020000 GEL. P 23 50 000-250 000 puste
250 DOC-500 000 ZEL. I 10.6% 250 - 500 D00ty
S00 000-1 00 008 GEL. 1) 20.0% 500 000-1 D00 D0 st
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s PLASZITIC CARDSES

Today, TBC Bank msues and senvices 2 types of local UFC
and 4 lypes of iInternatkonal ELME plastic cards. Bank's sach
branch sorvices LIFC, ECMC and VISA plastc cards. ATM
located al the central branch, offers Ji-haur SEnscas 1o our
CUSSOMEra. Tk L | IAED COnsatarmliaoa Our CUsIOmars r|:-|:||_||:""'
we puchased 5 new ATM, which will be instolied on e man
stredls o Thilsl i G Grsd guaror of 2002

In 2001, TEC Bank exsculed complementany imestment in
UFC processing canter, As & result, it is planned 1o obtasn
licensing wiih bwn infermabional plastic cand organces ks
VIEA, an Europay Intemational In 2001, UFC processing
candar inimaduced nEw typas of sanscas for acal cardholoens
spaciically, the following services am availablo via Intemet
connection; chack the card balanoe and |'|I"|'.I]|"",'_ PUrENDE

8, pay AES-Tolas and Ayaty-TV
bills. Sama sarvices are oifarad wis mobile phionE Sonnechon
In 2002, TEBC Bank will siler s8fa safvicds 10 ifnamdational
card cwners THC Bank becamea
EnipolEnliany memdsis of VISA IR S
Guailar of 2002 TBC Bank will skard am ttirkg and sarvicing (g
WISA cands

mabile phong provides’ card

In Dctobor 2001
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AN aanfNEladdan - NEW PRODUETHS

Development of new sarvices and products for priorty segmants is
TEC Bank's stralegic dirsction

TBC Bank's services packape Is extensia al presenl. Hiesodoed,
implemaniation of new Eoduct and service development siralsgy
will allow ws o maks the packsge evan mone exisnsive and
progressive. By doing so, TBC Bank will strengthen its position &s
tria baader on the Gaorglan financial markoot

In 2004, wa meds step forward in tarms of new product
dervalopement: founded new Product Dewsloprent Deparimaent,
lunclions of which include developmant of naw and redasipn of
exisding products. TBC Bank's obiactive i o meal Gestomars’
avary requinemant and nesd with the developmeni ol asch new
produs] or sarvice. Baaring in mind such customer-onanied
principle, we have intredoced tha following novelties in

2001 :cnfine banking senvices, and manmy oihers,

{ELOREN ACLE 2]
CIOMEUER UTEM B PUIECHARE B NETA L ESE i
MAkE STATERMENTE @ SR

DNELNER MICRO-CREDIT

OMLINE PATHENT i YSTEM

LI LT

It ks modewarihy that the sales for newly introdeced products
expeaded our axpeciations. Childran Account, Consumer Uilensils
Purchase by Insiaiments. and Bank Stalemants by E-mail are
o amang the most populas TBC Bank's products.

Apart from the narw products, we redesigned sawveral existing
e’ Deposit Motivation Sysiem, which allows for bonuses 1o
TBC Bank’s cusiomers; the lerms and conditions for deposits,
morigage and consemiet losns, and many other prodects were
regriantad on consurmar noods.

TBC Bank aghin plens bo inirodues developmant of new products.
I 2003, we plan o intreduce many momn products. Thess am
VISA plastic cands, car purchase by instaliments, soveral types of
onlna bankng sandces, and many othors

JAAANIEHL LAADIIATAN LAJAEAAIIAEN 3SR NL ANDEIRAM
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- CREDIT PORTFOLIDO

Staring from 1985 the bank has nol changed ds siralegic
direction - financing privale secior's devaloping businesses,
From 2001, TEBC Bank introduced consumar and marigagn
lsans under real estale. Despita the fact that this program s
inibmed ondy in Thilisl area, privade businesses’ long-lorm
financing pragram has long been cadended beyond country
capilal's anei 0 oover almott evwery megeon in Georgia: Kakhot,
Eartl, Imasell, Samiskhe-Javakhel, Samsgrels and Mokl
regians. Cpaning of new branches helped axionsion of
financing programs’ geographical scope n these reglons

TBC Bank's prionfy dimction has always bosn business
fanzing. BO% of tha owverall credit portfolio regerasen bosna o
businass asclor, Tha bank gays special atlonbon o
divarsifying credil portfcss in terms of geographical scops and
indusiry segmenls, That is why we put spochal efforts m
buliding our presance in economy’s e and devaloping
segments, Today, TEC Banks cradit poridolio includes country
BLOnGemy's Blmosl every segment: communications, rade,
construction, power induiiry, iransporaban, om mining and
procassing, and food processing.

Outstanding (eature of THC BANK'S crediling polcy 18
financing oporabing businesses thal use cbiained fingncial L
resources for furihes devalopmienl. Another featune is thadthe - - -
managarmend demonsirmles inberest in koaog-term partnership
with TBC Bank. Such cusiomers baoome the Bank's ren
partrions

In 2001, |ogeiher with inkemadional parners, TBL Bank
financed two Barge-scale projects - purchasa of Land-pump
ship by Poll Port (logeiher with partness from Netherdand] and
Khadopd Hydroelectrc powaer staflon constnection (project by
Chinese Govemamenl). Mantioned large-scale projects are
TBC Bank's mal contribuion o o developmont of country’s
infrasiruciun.

Parinarship with intemutional financial instiutions, such as,
Ewropaan Bank lor Reconstructon and Developmant, Gefman
Investment and Devolopment Company(DEG), Infernsationsl
Finance Comporation (IFC), WorkdBank i a noteworty
momeand in THE Bank's francing practioes. Long-lenm crodés

- ANNUALREPORT



- CREDIT PORTFOLID

(DEG), bagrhamaBerwhinbin bagnbobibm gmthdmtagns (IFC), Bbmaenom da6gn. 58 abdndd ol Bngh dabgnbagnl a:dmymanemn
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l"-"'ﬁ-'.'"‘l;!ﬂqs'-'“-’ Luagrheymndam oo, ool ivmemegmigades Lo fgamabidain, dola Bxeand bt m Sergienol Damarmn
Barabni,

babehols ot Bmmbmgabol bagadagrg me dmcwnagenol mogaptbogosagnnk Brbbom, modobo 3a848s 2001 Faenb 33306 mo
gabagnmarha abarmn bagMamngo Ehmpadano - gotagmto damatol pojtapoggds ndomogemin g baBmbbdacgiemm
Lty Benn, Bengmaaspoatin magtphagdnio Sedpnbady sbaadniigihy, LaBmdbBamgbenm badmbeol jabiaa)bom Bdbol

moqgnfialilg by o by,

ENRSBNRJS And lechmeal assistancs proviced by Ihess

L3 JAIEOAR IMAGTIEDNE
inatiusins bacams smpofant tacior in THL Benk's
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sUCCoas, Amancan ShomBEank consultalive wnil s roke
in refirermend and roallzaton of the bank's credfing

policy deserves spaciall aitention. The resull of which

i= high quality ol the credit partfelio
n 2001, consldenng increasing markaet demands and
FEQUINSMENS S Wil e Ssaenhon ol o l.=|3|'$|!'..'ll'|;;
portiohs, TEBC Bank develspsd new credil products
u Gross consumer and modgage lans, shon=lamm ovandralis
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ANNUAL REPORT

Despite Geoméa's difficull aconomio conddion, TBC Bank onca
again emenpes as an initiator of the projecis camying an
instibuttonal imporance. Ensuring coundry's stabllity and enforcing
econamic reforma along with healthy prrvale initiative ara the
prarequisiies for the succass of large-scale finpncial projecis.

Lasi yaar TBC Bank, iogethear wilh experienced strabsgic partnss,
eslablishad Georgia's first private pension assurance company
Georgian Pension and Insurance Holdng (GPI Holding), Although
Georgla’s legisiation is not yit developed enaugh 1o allow fos
privala pansion asswranco sysiom's effective development and
functioning, TEBC Bank's managamant and our stralegic partners
optimistically assess Geongin's intellociual and financial

capacilios

Anothar larga-scale project yel again with the inlamakbonal
siralagle partnar's (leael) paricipation s planned for
imgplamentation in 2002, Large Invesimant company infended to
sugport privabe sector is 1o ba estabshed with TEC Bank's direct
imalvement. As a mesull, succassful projects and comganias will
have the spportundy 1o obiain capinl invesbmen in Geangla and
kricoi o Promn the strabiges partner lund.

Iy 2002, iogeiher with olher Georglan creds mstitutions, TBC
Bank plans ko instilube a credil bumau, whach will also be a unique
insfilubion for Goodgia. The bumsiu will specialite in the regisiny of
couniry's pll problomatic assels, based on ihe informaton
submittad by the creditors by means of systematization of tha
infarrmation axchange nabeoik. Functioning of the credit bureau
willl o crediions 1o easily oblain nformation reganding possible
probésmalic customans. 18 will plao aegment creditor's dominant
status. Today's informaticnal vacuum impasrs proper cresdil
operations and hsma credit instiutons mspe. Impmvement of
cradit insthutons strlus and asiablishment of indispansabls
COMMaN MOton - ane shoulkd pay Hses wn debls - wil be M
moasi mponiant indicalors of e projsctl's success,

Bank's involvemani in abovemantoned maldulional projacts by
mians of capital imvastmant llustrales thal Bw bank's
management opliméslically evaliales Geongin's all types of
axisting resources. TEC Bank croates real guaranbies io tha
citizens and private antorprises - most appropriate solution for
achiovamant of overall prosparity. LnreE

.......
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CREDIT LIMNES

Tha year 20071 was the o©

coursa of relations with imemabonal Brancis insEutions

During tha year, thea Bank signed new loan agreemant for 3 m
LS dallars with Intemational Finnoe Corparaliaon - IFC, Tha
=ME projects and long

J-ierm maanipage laan

will Be investod in

program thal were rmdaesigned according 1o markal nesds

Firsi round of negofislions were hald with European Bank fos
Haconsiructon and Davelopmant conoaming naw cradit lino
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During the year 2001, new veralon of banking soffwene was.
ingtalled in TBC Bank's each branch. imgeoved trensacton
processing speed and sacunty of the datebass are the results of
madem cllen-serer technology utilized in the new version,

Last year we have completed the devalopment of crporale
communication system, which alkesed the bank’s branchss to
have a parmaneni connection fo the cenlral branch. Such
communication sysiom and new lechnologies ulilized = s
banking softwiane allowed us & develop raal-time cenbrafized
analytical dafabase, Morsover, branches’ local databasas are now
vasily accessed lrom the ceniral branch.

It shbuld ba atso noled that modem clisnl-sernvar lechnology has
ben amploysd in new versions of modules devaloped by the
bank's IT Depariment credit. deposit, plastic cand, and othet
informalion processing modulas, Swech an approach gave us an
opportunity not ondy 1o enhancs modula's funchonal fealures bul
also |0 introduce despar inlogration with Operation Day solbaans.

in 2007, TEC Bank has initialed ATM netwk developmesn
project, Tha bank ordered several Winoor-Nixdor ATMa and plans
i madity plastic card infarmation processing software,

Cine of the mosd important activities in 20071 was the selaclion of
i modam banking software platiorm. We staned negotiabons
with gqualified soffware providar, planned sevaral evants in ofdar {0
get batisr acquaintad with naw systam's funclional capacties.
Functionally advancad new platiorm will allee us 1o improve
casstamer serices quality, ennch banking products’ army, and
ménamize the meframe lor the new product devalapmenl

e A2
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HSBC BANK USA
Plerw Yiork M. Y. LISA
LSO (a0 3050022
SWLET. MRMDUS 33

CITIBAMNK, N.A
111 Wall Street, New York, MUY, 10043, USA
LUSD 3E02T067T
SWALET CITIUS 33

BANKERS TRUST COMPANY
O Bankers Trust PLTRTF, New York MY, 10006, USA
USD Od4 14200
SWIFT BKTRUS33

GERMANY

DEUTSCHE BANK
D826, FrankfurlEschisam, Dautshland
(ELIRAISD) 9459006
S.WIFT DEUTDEFF

DRESDMER BANK
B0301 Frankfur'main, Dawtshiand
EUR 08 122 957 00
LSD 08 122 557 V400
SWILET DRESDEFF

WEST LB (WESTDEUTSCHE LANDESBANK])
D=201948, Dusaldorf 1, Douschiand
EUR 1187 100000
UsD 1010119111
5W.LET. WELADEDD

COMMERZBANK
60281 Frankfur, Dauschland
USD 400886868900
ELIR 400335868000
SW.IFT COBADEFF

TEBC B .ARMNK

Pl B Pl 73 [af i ONMaL CORAEI M E B

AUSTRIA

CENTRO INTERMATIONALE
HANDELSBANK
A-1015 Vienna, Tegeltholfatrasse 1, Ausira
Mults, 61070000
SWILF.T, CENTEATWW

ING BANK M.V, [VIENNA) AG
MNeuer markl 2 -1010 Viennd, Austng
malti Q477 3071 0
SWLET. INGE AT WW

HETHERLANDS

NG BANK
(INTERMNATIONALE NETHERLANDS BANK N.V.)
1000 BY Amsterdam, Metherands
EUR 50400835
UsSD SO000608
SWLET. INGBMNLEA

TURKEY

TURKIYE HALK BANKASI
Tunalihimd Branch, Ankara, Turkay
W50 1233
SWLFT TRHBTR2A

RUSSIA

ALFA BANK
M.Forvaevol str. 8, 107078 Moscow, Russia
RUB 201118 10600000001 047
USD 3011 284030000000 10031
TR 30113795 000000 1 0
SW.LFET. ALFARLIMM
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TBC Bank

Financial statements
31 December 2001

Together with independent awdiiors’ roport
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ANDERSEN

INDEFENDENT AUDITORS' REPORT

To the Sharcholders of TBC Bank —

We have audited the accompanying balance sheet of TBC Bank ithe “Bank™) as of

31 December 2041, and the related profit and loss account and statements of sharcholders” funds and
cash flow for the year ended 31 December 2001 These financial statements are the responsibility of
the Bank's management. Our responsibility is to express an opinion on these financial statements
based on our awdit

wcmﬂmmmumnﬂmmwmmm. Those standards
require that we plan and perform the andit to obtain reasonable assurance shout whether the financial
statements are frec of material misstatement, An audit includes examining. on 2 test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes asscEsing
the accounting principles used and significant estimates made by management, as well as cvaluating
the overall financial statement presentation. We belicve that our audit provides a neasonable hasis for
In cur opinion, the financial statements refierred 1o above give a true and fur view of the financial
pesition of the Bank as of 31 December 2001, and of the result of its opcrations and its cash flows for

the year ended 31 December 2001 in accordance with Statements of International Financial Roporting
Standards, as published by the Intemmational Accounting Standards Board

frttur Ankerin Ztk

IE Febmuary 2002







TBC Bank

FINANTIAL STATEMENTS 3 PECEMBEER 208}

Profit and loss accounts
For the years ended 31 December 2001 and 2000

[thousands of Georgian Lari)

Hotes 2001 2000

InfErest income 17,800 11,640
Interasi expenas 4 885 3,884
Mot interest income 5 12,915 T, 765
Provision for iosses = 3 fad 2,542
Het interest income after provision for

losses 9,271 5,223
Fees and commissions income, nel [} & B20 3327
Foreign exchange gains, net 1,708 1.201
Other operatng Incoms a10 711
Non interest income 7,438 5,238
Losass from affiliated undertakings 14 207
Salanes mnd employment benefits 3] 4 126 2.540
Adminisiratie expanses B 3,453 2,140
Depreciation and amortizabion 15, 16 573 550
Ot provissbns B 1,164 422
Diher oparaling Sxpansas o028 K
Non interest exponss 10,244 6,300
Profit before taxation 6,258 4,162
Taxatson B . \7e0 408
Met profit 4 465 3,664

The accompaddyarig nofes ae an infegral pant of these fnancial statoments.




TEC Bank

FINANCIAL STATEMENTS 1] DECEMBRR fnad
Balance sheets
31 December 2001 and 2000
(thousands of Georgian Lari)
Notes 2001
Assols
Cash and due (rom Mational Bank 10 17,865 14,767
Due from cresdit inshifubicns 11 15,444 14,058
Loans to customens 12 72503 53.230
Tox assels g . 201
invesiment securities
- avaalable-for-sale i3 6,345 1.440
invesiments in associabes 14 338 58
Tangible fixed assets 15 4 533 3028
intangible asseis 16 an 156
Oiher azseis 17 1423 TO6
Total assots 118,820 B7,682
Liabilities
Amounls ovwed to credil mstiutions 18 25 G4t 17,274
Amounls owed fo cusiomarns 18 70,008 53487
Tax kabilities B 413 -
Provisions i} 259 55
CHher liabaiies 20 1.250 522
Total Habilities B7 878 71,338
Shareholders' funds §
Share captal 21 5,000 5,000 '
Share premium 2,298 2,298
Resareed 13,544 9,045
Total shareholders” funds 20,643 16,344
Total llabilities and shareholders' funds 118,820 lT_lIE_
Financial commitments and
contingencies 25 5,780

Signed on behalf of the Board of Directors

Vakhtang Butskhrikigge” 7, 4] General Director

Givi Lemonjava d-

18 February 2007

The sccompanying noles are an infegral part of these fimancial slatemenis.

puty Genaral Diraclor

6634

LT

!I-

S 1



- L
FINANCIAL STATEMENTS }) DECEMBER 1000

Statements of shareholders’ funds
For the years ended 31 December 2001 and 2000
{thousands of Georgian Lari)
Shans Share Retained Shareholders’
capital pramium sarnings funds
{rominal]
31 Docamber 1995 3,000 ATH 7.089 10,563
Shares ssuad AR - 464
Shane premium recehad * 1824 1,824
Roesanves capitalized 1,536 - (1,536) -
Dividands paid [171) [171)
Net profi - - 3,664 3684
31 December 2 5,000 2,288 8,045 16,344
Ket profit - . 4,408 4,498
31 December 2001 5,000 2,208 13,544 20,843

The accompamying noles ame an inlegral pat of these financial sfalemernts.

e T e T

—x




FINANCIAL STATEMENTS 3) DECEMBENR J88)

Cash flow statements
For the years ended 31 December 2001 and 2000
(thousands of Georgian Lari)
Motos 3001 2000
Cash flows from opemating activities
interest, fees and commissions recehed 23,758 15,404
imeresl. foos and commessions pakd [5.217) {4.316)
Dveidands recemed v B4
Fareign exchangs gains 1,708 1,201
Recoipts from olher operating activilies B3 Fi=T
Paymants fo employees {3.289) (2,54%)
Paymenis for adminsirative aupenses {3.335) {2140
Paymints Tor olher oparaling expenses {B28) (539
Cazh fowes frovn opavaling prodils Bedone changes i
Operming Besels s habubliss 13 508 1800
(Increase) decroase in oparating assets
e from credil instilutons 1,124 (48]
Loans 10 customen {23.288) [18.396)
Ciher asseis {803) 44
Incroase (decroase) in operating liabilities
Amounis owed 1o credil iInsbiutions B.D44 16, 740)
Amounis owed fo cusiomerns 14 675 21,873
Crher latsites (11| 54
Nof cash fows from opeming sctwviies befse profl
tares 13,042 5383
Profil tanes paid __{1,148) (577)
Nof cash fows from aporating activities 14,896 4788
Cash flows from investing activities
Irveabment sscurities purchased (4. 416) -
Investrment securities soid - 510
Equity investmants pinchasad - {78}
Tangible fixed assats purchased 2.160) {GrE)
Tangibde iued assats sold 181 138
intangible Essets purchassd (274) .
Mot cash flows from investing activibies (5, 869) f108)
Cash fiows from financing activities ]
Share capital issue . 464
Shara prodmiiem - 1,824
Dividends pasd - (171}
Nat cash fMows from financing sctivities - 2917
Effects of exchange rate changes on cash and
cash equivalents - 59 ]
Change in cash and cash equivalents 5,328 6,813
Cash and cash equivalents, beginning of the year T, TT 20,958
Cash and cash equivalents, end of the year F 7] 33,087 O £ |

T pocomparyinig noles ane an Mtegral pad of these fnancind stilemenis.




MNotes to financial statements
31 December 2001
(thousands of Georglan Lari)

NOTE 1 — PRINCIPAL ACTIVITIES

TBC Bank (the "Bank”) was formed on 17 Docembar 1892 @5 a joint slock company
under the Bws of Georgia. The Bank possessas genedal banking license Me3S from the
Mational Bank of Gecegia (MBG), granted on 20 January 1853 The Bank accepds
deposits from the publc and makes loans, transhers paymaents in Geomgia and abroad,
exchanges cumencies and provides banking services for its comemarcaad and retail
cusiomers.

Thi Barik is amdng the haee larges! banks in Geofgia s tehms of assels calculatod
under the local Sccounting fubss. s maan office i5 n Thelsi and it has séven branches in
Thiligl, Rustaw, Kutaisi, Poli and Bodgomi. The Bank’s registered hegal address is 11
Chavchavadze Ave. Thbilisi,. Georgia, 380075,

As ol 31 Decamber 2007, three shareholders owned 50.84% of the cutslanding shares

The Bank had an average of 248 smployess dunng the year (2000 - 172) and 288
employees 51 tha end of 2001 (2000 - 177).

NOTE 2 — OPERATING ENVIRONMENT

Geargia condinues to undergo substantial political, economic and social changes. As
an emarging markel, Geonga does not possess a well-developed business and
regulatony infrastrechune thal would generally exisl in a more malue markel sconomy,
Furihermone, the Georgian Government has nol yet fully implemented the reforms
necessary (o creals banking. judical, tnxaton and reguilafony sieslems hal usually oxisi
in morg developed markals. As @ resull, operations n Georgia invehe nsks hat ane not
typically associated with those in developed markets. Such risks persist in the current
armargnment with resulls thal include bad are nolb limiled 16, & currency thatl s nol fresly
comvartible outside of the country, ohefous currency controls, low liquidity levels for
debl and eguity markats, and continuing fegh rates of inflation.

The: Bank could be affected, for the foreseeable future, by these nsks and fheir
consequences. As a resull, there are signifcant uncerainties that may affect fubure
opEratons, the recoverability of the Bank's assels, and the ability of 1he Bank 1o
mainiain of pay its debis as they mature. The accompanying financiad siatemants do
ot inchude any adjustments that may result from the future clanfication of these
unceripinies. Such adjusiments if amy, will be reparied in the Bank's financial
statemienls i e pariod when they becoms nown and asiimabils

(infarstioralty blart)
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MNoTE 3 — BASIS OF PRESENTATION

a) Genemal

The financial stslements have bean propared in accordance with Intermatonal Financeal
Reporting Standards and are presented in the thousands of Georgian Lani (KGEL),
unless olhansies ndicaled

b) Adoption of IFRS 39

As of 1 January 2001, the Bank adopiad IFRS 30 "Financial instrumanis: Recognition
and Maasurement®. Furthar infoemation s disclosed in accountng polices for due from
credit institubons, imesiment securiies, loans (o customers, amounts esed o credit
instiulions and 1o customiars and in relaled roles.

Prior to adoplion of IFRS 39, debt and equity securities, axcepl for trading setutities,
wene measured al hisiorcsl eosd, providing only for permanaent valug empaimrments.
IFRS 359 has boon appbed prospectivaly in actordancs with the reguirements of this
standard mnd theraione comparalive nlormation has not beon restated

&l Reclassifications
The tellewing reclassfications have been made (o 2000 balances to conform fo fhe
2001 presentation

Amount, As repored As reclesalfied

KGEL

144 Investment securilies esimants in associabes
82 Resenes Retained samings

MNOTE 4 = PRINCIPAL ACCOUNTING POLICIES

a) Due from credit instifutions
In the normal course of busingss, the Bank lends or deposits funds lor varous
parods with other credi instibutions. Such emounis are calegornzed as loans
ariginaled by the Bank and mre caried af amodiized cosi. As these placemeants of
funds are typically unsecured extensions of credit. some of the assels may be
impaired, Thie principles used to creale proviskon for kean impairment on amaunts.
dua from cradit inslibutions ane the same as for loans o cuslomens (Lee belvw),

B} Investments in associates
Imvesiments in associaled companses (generally invesimants of batwean 20% o
50% in a company’s equity) whene a significant influence s axercised by the Bank
ane pecounted for by using the equity method, Whan the investos incurs losses the
Bank recognizes its share of lossas unlil the camying ameunt of the invesiment is
reduced o nil. Recognition of further lesses i discontmued.

¢l Trading and investmant securities 3
After adoption of IFRS 38 al 1 January 2001 the Bank cassifbed iis secuniies inko

the fpliowing thres calegonias:

Securities which wers aither soquired for generating a profil from shon-benm
fuctuations in price o dealsr's madgn. or ncluded in a portfolio in which &
patiern of shost-lerm profil-taking exists ane classified as rading $ecurities,

= Securibes wilh ficed maberifios whene Managemen! has both the inent and Ehe
ability 1o hold bo maunly are classified as held-io-maturity,
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— Gecunities inftended 10 ba hald for an indafinite pedad of tme, which may be sold

in response bo needs for liquidity or changes in interes! rates, exchange rates o
equity prices are classified as avallabla-foe-sals.

The cassdication of invesimants is detenmined by Management 8l the Lime of He
purchass

Securites ane indlally recognized al cosd (including transaction cosia), which is tha
B walue of the consideration given for tham.  Subsequently. rading and imestment
secufifies are measured Bs follews:

= Triedeng sscurites Bre subssguenthy measansd ol tr value bated on quobted
bod prices, Helated realized and unrepized gains and lossas am includad in

Dealing profd.

=  Available-for-sale invesiment securilies are subseguently measured at fair
vtk based on quoled bid prices of presaoni value of futuro cash fiows
Unssalized gains and lozses ansing from changes in the fgir value of
available-for-sale Becuribes Bie recogimeed &s ievaluabon teson in ogquity
Whan e securities are disposed of or impaited. tha miated accumiilaled i
value adjustmeni & incloded in tha prof and loss acoosunt

Unquoled equily investments ane camsed af cosl. becalse they do nol have &
gucted market prce in on selive makes! and other methods of mascnably
estimaling fair value are unworkpble due o the absence of comparable quoted
compantes and the lack of relinble infarmption for discounted cash fow
anabysis. 1t is also currently impossibile 1o calculnte the range of sstimates
within which fair value of the egusty invesimenis is highly Suely to s, The
Bank's squily inrvestmenis inclugs insesimants in cartain non-consokidabed
subsidindies and certnin associales, which ane also camad 8l cost. The
reascns for nol consobdaling and nol sccounting wnder Bue equily method of
ihese invesiments are disclosed in Note 13

= Hedd o msturnily ifvesiments aré camed at amortized cost using the sffeciive
yiak] method, less any provision for mpairment. The amount of mpaimrmen
lass Is calculated as the difference batween the assal’'s carmying amound and
he present valuge of Bhe expicied hulune cash flows discounied at The
instruments ofiginal efective inftenest rate.

Inferest snmed while holding rading and invesimend securilies is reporied as
Intarask income. Desdands reoenvibles angé ncleded in Dividend Income whan a
dividand is declanad

Furchases and sales of securites hal reguire deltvery wilhin e ime freme
established by regulaton of markel comiention (“regular way™ purchases and sabes)
arg recognied ol irats date, whach is the date hal the Bank commits o pufchase of
sale the assel Diherwise, such transachons ane irested as derivatives until
satliemen] ocours

d] Loans to cusfomurs
Loans grantbed by the Bank by prowding money dinectly 1o the bommowaer am
calegoiized as kans orgnated by the Bank and ase carmed 8t amortized cosf, Third
party espanses, such as legal fees, incurred i securing & loan are reated as par of
ihe cost of the transacton. Loans and atvances ao recogniped when cash s
advanced io bomowers.
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A credit risk reserve for loan impaiment is established if Bherg is objociive ovidence
that tha Bank will not be able to collect amounis due. The amaunt of (he mserve
ihe difference behssson ihe camying amsunt and the recoverable amoln, being iha
presen vaive of expecied cash Nows, including amounts recovarable from
guaraniees and collaleral, discounied based on the interest rade af incepdion,

The loan loss resene also covers losses where there s objeclive evidence that
probabée losses are present in components of the loan portiolio at the balance shest
date. These have been eslimabed based upon hesiorical patterns of losses in each
component, the credit ratings aliocated io the borrowers and consider the cusrent
sconpmic conditions in which the bormowers cpemlbe. When a loan s desmed
uncollectable, il is written off against the related reserve for impaimment; subseguent
recoveries ane credied io B resanag for loan lossos

Provisions for losses in the profil and loss accounts represent the charge required in
the curtant year o estabésh lotal resanves for losses in accondance with IFRS

H the amount of the rmpairment subsequently decreases due fo an event occunming
afier the wrils-down, the reversal of reserves (s crediled 1o the prowvision for koan
lnsses i ihe prof and koss aocount

Maturity of loans
The maturity of the loan portfoio is presented in Note 23 and shows the remaining
penod from ihe balance sheet dale lo the contractual maturity. Long-lem credits
and cvardraft faciiies are gensrally not svailable in Georgia exoep! for programs
astablished by iMemational financial inatitutions. However, in the Georgian
markelplace, many shori-lerm crodits are granted with the expeciation of renewing
the loans sl maturity. Accordingly, the effective maturnity of a loan partiolic may be
langer thin indscaled by the cassificabon based on contraciusl terma

Oiffsetting financial (nstrumenis

Financial assets and liabilities are offset and the net amount reparted in the balance
sheel when there is a legally enforceable right to set off the recognized amounts and
there ks an ntention to setlle on a nel basia, o reakizo the asset and satils the
liabdity simultaneoushy,

Tangibie fixed ssseis

Fixed assets are recorded al historical cost less atcurmulalod depraciation,
Deprociation i provided o weite off the cost on a straight-kne bases over the
estimaled usaful sconomic life of the asset. The sconomic ves are as follows:

Yoars

Buildings an

Fumiture and sgquipmant 58

Vehiclas 4.5

Compuiers and communication equipmant = 35

Leasehold improvemenis Coniractual maturity, less than
of ezl 1o 10 years

Crher 28

Assats under construction ae nof depreciated, Depreciation of (hose assels will
bagin whon the related assels are placed in servica,

Fepaws and mainienance are charged to the profl and loss account
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h) Intangible assols
Intangible assets are recosded af histoncal cost less accumulaied amorization
Armoitization by provided fo write off the cost on a straighi-line basis. ovwer the
estimpled useful economic ife of the assel. The economec ves ans 1-6 years.

Inlangible assets wnder development are nof depreciated. Amorizabon of these
assels will bogin when the relaled assets are placed in service. Intangible assets
mostly comprise of software

i Opavating leases
The Bank enlers inlo operating lease sgreements a3 & lesses. The tolal paymenis
madi whdid operaling keases ane charged 1o the profit and Ioss sceount on &
sirmghi-ling basis ovar the perod of the lease

[} Amourts owed fo credit instituffons and o customers
Amounts owed bo credit institubions and 1o cusiomsens are inilially recognized al cost,
which amounts 1o the nisiationfissue procesds bess transaction costs incisved.
Subsequently amounts due are stated ol amortized cost and any difference between
nai procesds and the redemplion value s recognized inihe profil and lass account
e e pariod of the borrowings using ihe effechve wield method. if the Bank
purchases iis own dabl, 4 i remaved trom the balance sheel and tha difference
batwesn the carrying mmounl of & habsty and the cormideration pasd is included in
nal inbenesl income

ki Dividends and treasury sfock
Dividends on ordinary shares ae recognined in equity in the period in which they are
declared. Dévidends Tor the year, which se declsmed after the bance shoot dato an
Iroated 85 a subsaquant event undar IFRS 10 “Events afler the balancs shesi daie”

Whare the Bank purchases the Bank’s share capital or oblains rights o purchase its
share capital, the considaralion paid is shown as a deduction from jotal
sharsholders’ equily.

| Pravisions
Provisions ars necognized when the Bank has 8 present legal or constiuctive
obligation as a result of past events, it is probable thal an outfiow of resounces
embodying economiz banefits will be required |0 sofile the obiigation, and a miable
estimale of the amount of the obligation can be made.

mjForeign cormency transfation
Monetary assels and Eabilibes denominated in foreign curmencies ane translated 1o

Georgisn Lar of official NBG res of exchange at the balance sheet date.
Tranzactions denaminaled n foreign curmencies are reported ab the NBG rates of
euchanga al the dale of the fransaction. Differences batween the conractusl
euchpnge rate of a cerain rensaction and the NBG exchanga rate on the dabe of the
transachion are ncluded in fomgn exchange gain or loss. Any gains or losses an
Basels and Eabilities denominaded in forsign currencies arising from a changs in
official exchange rales are recognized as translalion gains of lnsses

A majority of the 2001 balance sheel consists of monetary ilems, some of which ane
denciminated in freely comertiie currancees. The Lan to LS doller exchangs rals
has declined by approximately 4% during 2001 from 1 975 to 2.06 (2% during 2000
from 1.93 10 1.975) See Note 23 for o summary of assets and linbiities
densminated in fresly comierible currencies.

- 4
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m} fncome and expenss rocogniton
interost incoma and expanse are recognized on an accrual basis, Commissions and
other mcome are creditad 1o inceme when he relaled transactions ar completed,
Mon-inleras! aaponses am recognized al tha lime the iransaction ocours

o) Taxation
The laxaton charge is calculated in accordance with the reguintions of Georgia and
5 based on the nesulls reporied in the profit and loss accounis of the Bank prepared
undier IFRS afber adjustmants for tax purposes. Deferred taxes ane provided on
temporary differences bebwesn the tax base of an asset or kability and its carmying
armount in the balance shest The fax base of an assat or liabdly = the amount
atinbuted fo ihat assel or habdty for B purposes

Georgia also has various operating taxes. which are assessed on the Bank's
activities. These taxes are ncluded as a companent of Non-interes! expanse.

pl Cash flows
The Bank considers cash, curmen] account with the NBG and due from credit
instiutions with maturity of three monihs of less when orginated 1o be cash
iaavalants.

(rrdenitionily biank)
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MNOTE § — NET INTEREST INCOME

Ned inferes! incoma comprises:
2004 2000
Interest income
Leans b cushomas 18, 760 10503
Due from credd insifudions .01 1,146
Dbt secimilies 15 ;
17,800 11,545
Interest expensae
femounts cwed 10 cUSIOmErns 3,243 2050
Amounks caed 10 credil msitubons 1 642 1,828
4,285 3,884
Mot interest income 12,815 T.768
MNoOTE 6 — RESERVES FOR LOSSES

The movement in the resenes lor mismesl sarming aasets dunng 2001 and 2000 was:

Loans ko Laans bo Talal
banks CUSIOMErs  roserves

31 December 1990 - 2,350 23590
Provisions charged o profit 25 2.507 2547
Recoveries s 1,08 1,468
Wi off of assels et e (2513 (2513
M Docemibser 2004 35 3853 BT
Provisions. charged to profit 47 3807 30644
Feddanas . 1,425 1,425
Wke ofl of assets - = (815 (418
M December 2001 az 4259 4 341

The movesnend in the reserves for oifes asssts and of-balance sheel risks during 2001
N S000 was

31 December 1258
Provisicra chaged 1o profil
Wite off of assets

31 Docomber 2000
Pionvisions chamged o profi
Winte off of assets

31 December 2001

Trading irvestmants  Investmeni  Other Odher risks  Total
socurities in asscciales  securities assels reseres
- 48 ; 3 51 9
A8 - - ¥ 4 422
(3e8) % - SIERERUAR R S
- = 12 85 125
: 24 750 186 20 1,184
= {7 - | 4 N Sy |
- B5 750 218 258 1,280

Resonves for lpases are deducied from e related assst Resarves for ofl-balance and
ofher risks ame recosded i linbilftes.
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NOTE 7 — FEES AND COMMISSIONS INCOME, NET

Fees and commissions received comprise;

T e T L e e

2001 2000
Comersion operalions 1,540 975
Cash operations 1,506 1,188
Setlleménts cperations 1,101 Tag
Guaraniess and Iotters of credd maged 381 KL, ]
Orfer 883 508
Fees and commissions recsived 5411 3,749 !
Fees and commissons poid comprise; f
2001 2000
Sotilemants operations 21 128 i
Cash operations 162 128 |
Conversion operations 57 iy
Guarsnisss gnd isfiers of credit rocoieed 28 120
har - B3 21
Foes and commEesaions paid 501 433 ?
Fees and commissions income, nat 4,820 3,327
NOTE B — SALARIES AND ADMINISTRATIVE EXPENSES
Solnpries and adminisifralive exXpanses comprises:
2001 2000
Saianes and other banafits 3,141 2022
Social security costs 945 [ira)
Salarios 4126 2,649
Caommunication and supplies B18 205
Oocupanay T23 455
Business develapment it 355
Prodessicnal senices 55 i
Oparating taxes an 182
Other 0T 101
Administrative expanses 3,453 2,140

The Bank does nod have penasan arangemanis separate from ihe State pansion
syabem of Georgia. The Georgian system requines cument contibutona by Tha
employer calculated as a percentage of curment gross salary payments: such axpensa
is charged 1o the profit and loss account in the period the related compensation s
eamad by the employea,
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MNoTE 9 — TAXATION

The provisson for profit tases compises:

2001 2000
Camrent tax charge 1,550 577
Taxation 1,760 498

Georgian legal enfifies musi individunily report taxable income and memit profit taxes
thereon bo the appropriaie suthonies. The tax rate for banks for profis was 20% in
2001 {2000 - 10%, as a result of concession due o forelgn investmeant in te Bank)

The affective profit taw rate diffars from the stofutony profit tax rabes. A reconsahation al
the profid tas provision based on statubory ates with the actual profit tae prosision

follcws
2001 2000

Profit belore taxation 6.258 4 162
Statutory tax rate 20% Rl
Theoretical profit tax charge at statutory rate 1.252 416
Hon-deductible eependibhesros 8 24
Change in unrecogmzed defemed tax assel (195) 185
Provision lor impasrment of oiher real estabe owned 14 .
Staff bonuses 115 -
Eflect of change in taxation rabe 53

Withholding and other tax provisions 41 -
Other permanant diflerencas - (130
Mon-taxable mcoms [1=1] {7
Profit tax provision 1,760 498
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| As a1 31 December 2000 the Bank's net deferred profit tax assats compeisad 201
| KGEL Deferred tax assels are the amounts of prof laxzes recoverable in fulure poriods

in respict of doductible tamponary ditferences.
2004 2000
Tax effect of deductible temporary differences
Prowision for losses - =}
Accrued liabilities 12 183
Depreciation =y 20
Gross deferred tax asset - 529
Unrecognized defermed tax assel - (185)
Deferred tax assoet o e e L
Tax effect of tazable temporary differences
interesi accrued . (133)
Deferred tax Hability = At (133)
Hat deferred tax assel - 201
Tax iabddies comprise of 413 KGEL cwrent tax kabilibes as of 31 December 2001
{2000 - nil)
Georgia currently has & number of laws rolasted to vanous taxes imposad by stale
gavammental authoritbes. Apphcable taxes ncluds value added tha, corporate income
tax (profita tax), one lurnover based tax, and payroll (social) taxes, together with olhers.

Laws related o (hase taxes hawe nof been in force for shgnificant periods, in contrast to
more developed marke! economies, Therefore, implementing regulations are ofien
unclaar o noneéxisient and few pracedents hava been esiablished. I creakes {ao rsks
in Georgia substantially more signelicant than typecally found in counines with more
developed lax sysiems,

Manageman! balieves that the Bank |s in substaniud complianes with (ha lax laws
affecling iis operations. The local tax inspectorate has checked the Bank's 2001
operabions in 2002 and has not found any violations of the tax code or any other
applicable laws. However, the risk remasns (hat relevant authorities could 1ake differing
positions wilh regard 1o interpredive issues

S

——— e
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NOTE 10 — CASH AND DUE FROM NATIONAL BANK

Cash and dug from Nabonal Bank comprise:

2001 2000
iCash on hand 50540 5,048
Curren? accounts with NEG 1,345 2,082
Reserve with NBG 1087 7637
Cash and due from Hational Bank 17,885 14,767

The National Bank of Geongia requines credit institulions {o maintain cash deposit
(resarve) with the NBG, the amount of which depends on the level of deposits attracted
by the credil institution. The Bank's ability lo withdraw such deposit is not restricted by
the statudory legsiaton

Reserve calculated on the basis of NEG requirements as of 31 December 2001
compaised §.927T KGEL, Reserve maintained by the Bank as of 31 December 2001
exceded rgdquaned kvl by Sd44 KGEL

NOTE 11 — DUE FROM CREDIT INSTITUTIONS

Due from credit insiitutions comprisa:

2001 i)
Curment accounts 15,528 13,556
Time deposiis - 53r
15,526 14,093
Less — Resevves for losses (E2) (35)
Duse from eredit instifutions, net 15,444 14,058

Dwe from credit instfutisns incdude 204 KGEL. which ane blocked under Letiers of
Credit and Guarantses (2000 - 1,089 KGEL)

The Bank provides resenve for possible 10sses on the placements with banks in non-
DECD counirias 1o be equal to 2% of the value of such placemants as of the bakances
sheot dale.

In accordanca with tha reqguirements of IFRS 32 the Banlk estimaled fair value of thess

assels al 15,528 KGEL as at 31 December 2001 (2000 - 14,045 KGEL), The astimate

was made using the followsng methods and assumplions.

= For tha assets maturing within one month, the carmpng amound is a reasonabls
estmate of fair value,

= For the assets maturing m over ona month, the fair value represents e presant
vidlue of estimated future cash fows discounted at the average yeasr-end mankel
raters
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NOTE 12 — LOANS TO CUSTOMERS

Lo 10 cuslomers are made prncipally within Georgia and comprise;

2001 2000

Trading anlerprises 24,129 18,078
Consurmer 12538 10.073
Manufsciuring 14 3465 11.718
Services 7,802 £33z
Communications and ransportation 8,557 .
Paoraver ntlusiny 3.573 -
Real estals and construction 1,175 1097
Other B 644 7.783

78,782 57.082
Less - Reserves for loan losses _ (e25m) (3.852)
Loans to customers, net 72,503 53,230

In accordance with the requirements of IFRS 32, the Bank estimated fair vakue of these
assets i 72,701 KGEL as at 31 December 2001 (2000 — 53,982 KGEL). The estimate
wis made by discounting schaduled cash flaws of the individual lnans through the
estimaed maturity using prevailing market rates as al the respectve year-end

The Bank acoepled Ested and unlisied secuntias and othar proparty 35 collalerad for
cormmencial loans, which the Bank |5 not permitied 1o sell of re-pledge in the absence of
defaull

The Bank's koan portiofio has been extended to the following types of enlempses:

001 2000
Privile companins B4 226 47 008
Indrviduals _ 12m3a 10,073
Loans fo customens 76,762 57,082

MNoTE 13 — AVAILABLE-FOR-SALE SECURITIES

Available-for-sale equity Instruments consist of the following investments staled ai cost:

2001 2000
Associzles carried ol cost 2.520 13
Diher aquity imvestments 4815 1427
7.135 1,440
Less — Fesarves for impaenmeant [FE0) -

Equity instruments £, 385 1,440
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As al 31 Decembar 2001, tha Bank, has imesimants in tha folicwing non-conscleated
subsidiaries, associnies nol acoounted for under the equity method and ofher

investmanis available for sale.
Namae Bank Total Carrying Principal activity  Country
holding shareholders' value of
N " funds of invesies |mvestmant

TEC Broker LLC 100% 20 20  Corporate finance  Georgia
JSC Centralury Univermagi 2% 800 2500  Retail Georga
A5 Bank of Georgia (unauditad) 1% a7 2801  Banking Georgia
JSC Mecrofinance Bank of

Georgia (unaudied) 17% 22.704 1893  Banking Georgia
Gther = 121 Georgia

il —

7,135

For associates accountad for under the equity method see Mobte 14,

The investmands in non-consolidated subsidiaries and certam imvesiments n associales
disclosed above are accounbsd for using ihe cosl method, The Gnancial results of these
subsidiaries and associades represent the amounts mported in theer unaudisd siatulony
financial stajernentd ma i the most recen year-end on or before 37 Decembar 2001
Thve investment in TBC Broker LLC has not been conscldaied with the results of the
Bank a8 the effect would nol matestally alter the Snandal position of the Bank as al

31 December 2001 or the resulls of its operations or cash Aows of the Bank for the year
then ended.

Thee imnzsiment in J5C Cenfralury Univermag has nol been conaclidated wiih tha
results of ihe Bank as the control is inlended to be lemporasy becauss the subsidiarny is
acouired and held exclushialy with 8 view 1o (ts subssqusn] dispoesl in he near fubune.

The egusty instrumenis dechsed above (incleding non-consolidaled subsidianas and
associates not accounted for under the equity method) are carmed at cost, because
thay do nat have a guoted makel price in e active markat snd otfver methods of
reasonably estimating fas value arg wwodkable due to the absence of comparable
quoled companies and the Bck of relisble Infarmation for discounied cash flow
analysis. N & alio currenily nol possible 1o calculate ihe range of estimates within
which fair value of the equity mivestments s highly hely to e,

o o
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NOTE 14 = INVESTMENTS IN ASSOCIATES

IFvesiminis i Sssocialed accounted for under the eguity method comprss

31 Decomber 2000 and 1999 144
Ak b 4
Share of loss of associabes (207
Wirile-offs {rl
31 Docember 2001 i
Reserve for Impaimignt
31 Docombaer 2000 and 15589 4
Charges for the yens 24
Write-offs. Sl T
M Decembar 2001 &5
Het value
31 Decombed 2004 ]
31 December 2001 336
As al 31 December 2001, the Bank has fallowing equety irvestmants in assotiabes
sccounted fof under equity method:

Mame Bank Total shareholders'  Carrying Principal Cousntry

holding % funds of invostes vl of acthity
inwestman

J5C Uniled Fmancial Plastic cands Geotgia

Corporation 5% 580 196  Processing

Insurancs Holding S0 550 110 insuranco

UFC intsrmaticnal Lisnibed 08 4TS G5 Plastic cands Wingin |slands

= Processing
1,260 &
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MNOTE 15 — TANGIBLE FIXED ASSETS

The movements of tangible fixed assets during 2001 and 2000 wwene as follesys

Land and Fixtures

Assels under  Total

buildings and construction
equipment

Cost of acquisition
31 December 1899 2,438 1,064 a5 1,537
Additions 73 470 138 678
Dusposals {35) {106} - {141}
31 December 2000 2,476 1,428 170 4,074
Additions ame QB 678 2,160
MMsposals / fransfers - (38 {170 (205}
31 December 2001 2,972 2,375 ETE 6,025
Accumulated depreciation
31 Decomber 1999 195 362 . 557
Change for the year 236 £58 404
[uspasals - {5) . (5}
31 December 2000 M 618 . 1,048
Charge fior the year 112 2 . 474
Dxsposals - (28) (28)
31 Decembser 2001 543 545 1,492
Het book value
31 December 2000 2045 813 170 3,028
31 December 2001 2,429 1,426 678 4,533

I 2000 & acrmirdairatve busding of the Bank in Pob suffered subsiantal damages.
Under an sccelerated mathod for depreciation, 144 KGEL (73% of the tofal cost of the
building) was recorded as an additional depreciation charge for the year

fintentionaly blank)
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NOTE 16 — INTANGIBLE ASSETS

The mavements of intangible assets during 2001 and 2000 were as follows:

*

Other intangible
assots

Cost of sequisition

3 Decembar 18949 118

Additons 100

Disposaty {2}

3 December 2000 236

Additions 274

3 December 2001 510

Amortization

31 Docember 19594 24

Charge for the year 56

Disposals d

31 December 2000 B0

Charge for the year 55

31 Decombor 2001 178

Book values

31 Dacember 2000 158

31 December 2001 3

MNOTE 17 — OTHER ASSETS

Othver Bssels comphisn

2001
Other real estate and assats owned 532 a2
Prepaid operating taxes 353 432
Prepayments 276 -
Trade debiors 247 -
Cidsr s j | 274
1,638 Tid

Less — Resarve for impaimeent (218} (32)
Other assots 1,423 706

fintantionatly blmnk)
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MOTE 18 — AMOUNTS OWED TO CREDIT INSTITUTIONS

Amounts owed o Credi Insbiubons comprise

2001 2000
Barrowings from nfernatonsl credit instiudions 15221 17,071
Time deposis from olher banks 10,237 -
Cusrign SCoounts 491 203
Amounts owed o credit institutions 25,949 17,274

In @ocordnnce with the requirements of IFRS 32, the Bank estimaied fair vaiue of thaese
liabilties at 32, 736 KGEL as &t 31 December 2001 (2000 - 19,233 KGEL). The
sslimals was made using the same methods and assumplions a8 for amounts due fnom
credil instibdions (see Mole 11)

Al 31 Decemiber 2001 loans from ofher banks inclede 15,221 KGEL (2000 - 16440
KGEL) borrowings from DEG, Shore Bank, Woekd Bank, IFC and EBRD

NOTE 19 — AMOUNTS OWED TO CUSTOMERS

Amounis owed fo cusiomens comgrise

2001 2000
Current accounts 25 572 24121
Time deposils and saving accounts 44 526 29,366
Amounts owed to cuslomers 70,0408 53 487

In accordance wilh the reguiremants of IFRS 32, the Bank estimaled fair valus of these

Eabilites 81 82,575 KGEL as at 31 Decemiser 2001 (2000 - 52,852 KGELY. Tha

estimate was made using the following methods and assumpbions.

=  For m@biliies maturing within ane monih, ha canrying amount is 8 reasonable
eslimale of fair value

«  For the labiities maturing in over ong month the fair value epoesents tha
presenl value of estimaled fulune cash lows discounbed at the average year end
kel rates for anch type of nstremeant

NoTE 20 — OTHER LIABILITIES

Othier kabdlies comprise;

200 2000
Accrued expanses 55 231
Sundry crediors 207 -
Oiperating taxes payabla 125 -
Drhar FiF 26
Dither liabilities 1,258 542

Accrued expanses includs 64T KGEL amployess’ bonuses for 2001 disbwrsable in
2002.
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NOTE 21 — SHARE CAPITAL

The share capital of the Bank has been contributed by sharsholders in both Georgian
Lari and foreign currencies and fixed assets. Shareholdors are entitied 1o dividends and
capital distributions in Georgian Lari. As at 31 Decamber 2001 and 2000 shares issued
and pulstanding comprise;

Common shares
MNumber of KGEL
.3
31 December 1500 30,000 3,000
Contribaded in fareign currencies 4 540 464
Reserve capitalized 15,360 1,536
M December 2000 and 2001 50,000 £,000

NOTE 22 — CASH AND CASH EQUIVALENTS

Cash and cash equivalents as at 31 December 2001 and 2000 as shown in the cash
fliow staterment comprised:

2001 2000
iCash and cunen] account with KBG 17,858 14,787
Dwse from cradit instiutions:
= Current Sccounis 15232 12 487
= Tima deposits with matusity less than threa
monis = 537
Cash and cash equivalents 33,087 7,17

NOTE 23 — RISK MANAGEMENT POLICIES

Managemeand of resk is fundamental 1o the banking business and s an essential
element of the Bank's operations. The main risks inherent to the Bank's operations are
those redated 1o credit exposunes, liguidity and market movements in interest rates and
forgign exchange rales. A descripion of the Bank's risk management policies in retation
io those sks follows

Credit riak

The Bank is exposed 1o credi risk which is the risk thal a counter party will be unable to
Py amounts in full when due. The Bank structures the levels of credit risk it undertakes
by placing limits on the amount of risk accepbed in retation to one barrower, or groups
of bafrowars, and ko indusiry and geographical segments. Such risks are monitored on
a revohing basis and subject to an annual or more frequant review,

Exposure lo credi risk is managed trough regular analysis of the ability of barrowers
and potential bommowers fo meet interest and capital repayment obligations and by
changing these lending limits where appropriate. Exposure fo credd risk is also
manaped in pan by oblaining collateral and corporale and personal guarantees,
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Credi-related commiments ensurs thal funds ane avaiatie 1o a cusiomer as equined
Guaaniess and standby lethers of credi, which represant irevocabie assurances tha
e Blank wall make payenenis in e avent el & cusiomer cannol meet ils obligations
b third parties. canny the same cradil ik ae laans Documentany ond commenial
lethers of enedi, which are wiitlen undesiakings by the Bank on behalf of 8 cusiomes
mushoiizing 8 T paly to draw drafis on She Bank up o o stipuiatied amaoun undaer
specific berms and condilions, are Feguently fully o partially covered by b funds
deposied by cusiomers and tharefors bear no crodit risk.

Wétih respect 16 uRdisen losn commilrments the Bank & polentially exposed bo the credi
risk equal i the [oial amoun of such commimeants.

Ther gecgraphical concendmadon of monelary azsets and Babilities Tollows.

200 000
Georgia  OECD Other Total Georgia  OECD  Other Total
nan-0ECH non-0ECD
17,865 , « 17885 14,767 . = 14,767
1412 10,965 AT 15444 1548 11,508 504 14,058
Te.508 2 J TEE03 2334 # ) 5,230
30 : - 6388 = 1440 - 1440
88,165 10,965 067 112197 BB4S 11048 S04 B340
1,788 24,151 10 25948 199 17078 . 17.274
54,178 . 5,820 .ol 42 472 55 53 487

a2

B 2415 590  seper  _ 4sen 17  sois  o7mn

(12086)  [2863) 640 _ 0874  (725)  [4st1) 2rw

firsgnimady blank)
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Currency risk

The Bank = axposed to effects of fuchwiion in the prevailing forsign curency
axchange rales on s financial postion and cash fiows. The Board of Direciors sols
lirriits on ihe level of exposure by currencies (primanly US Doltad), by branches and in
tolal. These Emits also comply with the méndmum requiremeants of NBG. The Bank's

axposurs 1o forelgn cumency axchange rabe risk follows,

2001 2000
Georgian  Foraign Total Georgian  Foreign Total
Lari currencies Lart CUrrenches
Assols
Cazh and dus from NEG 14 500 3,365 17 BBS 11,803 2084 14, TEBT
Credil instifutions, nat 144 15,300 15, 444 - 14,058 14,058
Logns o cusiomens, mist 233 72,270 72503 518 52718 53230
Investment socunitios, nis 6,385 - 6,385 1,440 - 1,440
All pther assels 6,605 18 B G223 4 187 . 4 18T
27 867 00,853 118,820 17,945 68,737 BT 682
Liabilities
Credil instiuipng 325 25624 25,940 . 17.272 17,274
Cusiomers T 83,081 70,008 5,830 47 B5T 53 487
All other liabdties 1,587 334 1,831 577 - STT
E 933 89,038 87,978 6,409 64929 71338
Net balance sheot position 18,928 1.814 20,842 11,538 4,808 168 344

The Bank has exiended leans and advances denominaied m foreign currencies.
Although these loans are generally funded by the same currencies, their appreciation
againsl Georglan Lar can adversely affect the bomowen' repaymant ability and
iherafone increases the Bkelihood of fulure loan losses,

Liquidity risk

The Bank = exposed fo daily caBs on ils available cash resounces from, current
quidity managamand with the objsctive of ensuning thal funds will be available ol all
times to honor cash flow obligations as they become due. The Bank's Assets and
Liabities Management Commatbes sats limits on the minman propomion of matunng
funds available 1o cover such cash outflows and on the minimum level of iMerbank and
oiher borrowing facilies that should be in place to cover wiihdrawals af unexpected
levels of demand.

{imtentionatly blark)
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The mctusl matsities of monetany sdsets and kabilitles as at 31 December 2001 and

2000 fnliow
2001
On Lossithan 1tod Imonths 105§  Ower Owerduse  Total
demand Imonth  monihs  to1year  years 5 years
Aszels
Cash and due from NBG A, Gl 10871 - - - - . 17,865
Credd inaféulions, mel 15 182 24 28 + & - e 15 404
Loans o customers, nel - 24 950 8418 24921 14633 14 L 72,503
Irvesimant securibes., ol : - - - . B, 385 - 5385
11188 15,854 B,646 24,131 14,623 6,398 3 12187 |
Liabdlities
Crmdil instituticns 450 10,834 a3 £ 160 9.130 468 . 25,948
Cusicmsers L] LTS 8038 11,874 1,071 11 : Tl hee
44826 15703 8772 16,068 10,201 479 - B 04T
Net position (22,5440 20,164 HEI l.l.'li_ﬁ & el 58300 158 16,150
Accumisated gap {22,640 (2 4T8) (2, 605) 5430 92472 15,792 16,150
2000
On Less than 1ied Imonths 108 Ovesr Creordus Total
domand 1 month  months  to 1 yoar  years & yoars S
Angois
Cash and due from NBG T.130 T.837 - - - . - 14 76T
Creas mablubona, sl 13,528 530 - - . . = 14,058
Longens boy evisionmers, neld - 9.5 11,538 15056 14,067 . 1,807 53,230
inestment securities, nel - - - - - 1,440 . 1,440
20,658 17,63 11,936 18,088 14,967 1,440 1.807 83495
Liabibities - x ™ - 1
Cradil iveiiusons 189 BET - 2,782 0.6a7 A TED - 17,274
Customern 336603 2,717 7,368 8,490 218 - - 53487 |
__ 33,8832 3574 7,363 2 12282 2 9885 3,768 = 70,761
Met position (13.224) 14,087 4, 567 1774 5,042 [2,328) 1,807 12,73
Accumilated Gap [13.224) 833 5400 B 174 13,256 10,927 12,734
interest rate risk

Thea Bark is axposed 1o the effects of fuguabons in the prevailing levels of marked
inberesd rabes. on &8 financial position and cash flows. Inferesi rale risk is measuned by
i excteend to which changes in market interast rates impact maigins and ned incoma,
Tia the extent tha barm siructure of Interast bearing assets diflers fnom fhat of kabilties,
nel inlerest income will Incresse of decrease as a resull of movements in indores rates.
The Bank's expecied repricing and matusily dates do ot differ significantly from the
coniroct dales, which are summarieed in the liquidily risk tabla above.

inberesd rabe rigk is. managed by increasing or decreasing positons within mils
speciied by tha Bank's management. These lmits resing the poteniial effect of
movaments in inledest rates on interes! margin and an e value of imenes)-sonsitive
assels and labdtes.




FINANCIAL STATEMENTS 3] DECEMBENR Ja0)

The Bank's interes! rate policy is reviewed and appeoved by the Bank's Assets and
Liabilibes Management Committee The Bank's average efactive interest rates as o
31 December 2001 and 2000 for monetary financial instruments foliow,

2001 2000
Georglan  US Other Georgian  US Other
Lari Dollars  foreign Dollars  foreign
currancies currencies
interest earming assets
Cradit mshitutions 4.50% 3.10% 4.14% 5.60% 5 00% .
Loans 1o customers 3015% Z3.06% . 24 005  26.80% 30.00%
interest bearing lnbilities
Cradit inslitutions 7855, B.30% - 10.30% & 5O
T.10% 8 10% T80 T.00% 8.10% 12.50%

NOTE 24 — RELATED PARTIES
Related pariies, ns defined by IFRS 24, are those counberpanias that represent

{a) enterprises that direclly, or Indirectly theowgh one of mose intermediaries, contbrol, o
are controfed by, or are under common oonirod with, the repodting enderprise. (This
includes holding companies, subsidiaries and fellos subsidianes),

ib) associales — antedpaises in which the Bank has significant influence and which is
naithes 8 subssdany nor 8 jodnt venhee of the irmesion;

(e} ndividhenls owning, directly or mdirecly, an intenest in tha voling powed of tha Bank
thad grves them significant infeence owver the Bank, and anyone expected 1o inlluence,
or be influenced by, (hal person i their dealings with the Bank;

(d) key management pergonnel, thal is, those persons havng authonty and
responsibility for planning. directing and conirolling the activities of the Bank, including
directors and officers of the Bank and ciosa memibers of the famibes of such
indhiduals; and

(&) enterprisas in which a subsiantial intenest in tha voting power is owned, direclly o
indirectly, by any parsan describad in (c) or {d} or ower which such a person is able 1o
exarcise significant infeenca, This inchekes anterprises owned by direclors or major
sharaholders of the Bank and enterprises that have a member of koy managemant in
comimaon with the Bank.

In considerning each possible reiated party relationship, attention is directed to the
subsianca of the relakonship, and not merely the legal form. As at 31 December 2001,
tha Bank had 1,375 KGEL {2000 - 1,448 KGEL) of transactions outslanding wilh
redaled parties.

jintantionatly bank)
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Thess ransactions oomprse:

2001 000

Ralated Percentage  Total asset or Related party

party an normal liability transactions

transactions conditions  category, gross
Loans 1o Cusiomaens, gross 1,128 100% T e 1.446
Amounts due 10 cusiomers 122 100% 70,068 .
Professional senices 382 - 545 .
Chhar provision 181 - 204 -
Commitmenis and guaraniees given 124 100%: 6,582 -

Lomns Lo customers consist of B03 KGEL koans fo privale enterprises and 328 KGEL fo
imdnncuals.

The percentages indicated above represent the percentages of related pares
iransactions thal have basn emared into under normal commencial and banking tarms
and conditians.

As at 31 December 2001, members of the Supenssory Board owned 30,420 shanes -
60 84% (12 920 shares — 65.84% in 2000) of the Bank

Also as af 31 December 2001, members of the Supefvisary Board and Managament
Boards had 263 KGEL (2000 - 1,082 KGEL) of loans dus to the Bank.
NOTE 25 — FINANCIAL COMMITMENTS AND CONTINGENCIES

&) Credil related framcial commitmants
The credit related financial commitmants a8 at 31 December 2007 and 2000

COmpriss;
2001 2000
Guaraniess 2,850 2. 7580
Undrawn loan commitments 2158 2,088
Letters of cradit 570 3E6

In the normal course of business, the Bank makes commitments 1o grant loans at &
specified rabe of interesi during & fied penod of time, Some of the Bank’s loan
coniracts conlain confingent clauses thal sel oul carain fubwre conditions undar
which the unused portion of the hoan can be drewn by the bormower, As ot

31 December 2001 such undrawn loan commitmants amounted to 2.850 KGEL
(2000 - 2 750 KGEL) and were hald off the Bank's balance shool under the
provisions of IFRS 37 “Provisions, Contingent Liabiities and Contingent Assets”.

The Bank's Management evaluated the likelihood of possible losses arsing from
credit relabed commemenis and concluded thal a proviskon of 52 KGEL was
necessary as al 31 December 2001 (2000 - 55 KGEL).
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b} Operaling lease obigations
In the normal course of business, the Bank enters into operating lease agreements
Fufure minimum paymenis under non-cancelable operaling leases amo as follows:

2001 2000
Wot kater than 1 yenr 167 a3
Later than T year and not later than 5 years 455 281
Later than 5 years 5115 181
1,055 555

&) Legal
in the ardinary course of busingss, the Bank is subject 1o legal actions and
complaints. Management believes that the ullimate liabiity, if any, ansing from such
actions or complaints will nol have a malerial adverse effect on the financial
candifion or tha resulis of fufure epembons of the Bank

NOTE 25 — CAPITAL ADEQUACY

The National Bank of Georgia requires banks lo mainiain a capital adequacy ralio ol
15% (15% for 2000) of risk weighted asseis. As al 31 Decembar 2001 and 2000, the
Bank's capital adequacy ratio on this bases exceaded the slatulory menimum.

The Bank's international risk based capial adequacy ratio as al 31 December 2001
and 2000 was 22% and 25% respectively, which exceed the minimum ratio of B%

recommended by e Basle Accord.
The ratio is calculated in accordance with the rules set forth by the Basle Accord, using
the followang risk weightngs:
Weighting __Description of items
0% Cash, amounts with NBG and claims on the Govemnment of Georgia
denominated i Georgian Lar and funded in Georgian Lan
20% Due from DECD credit institulions
20% Due from non-OECD credil institlutions maturing withen one year
100% Loans o cusiomars
100% All other assels
Off-Dalance shed #ems
0% Undrawn loan commitments maturing within one year
20% Guarantees issued in favor of OECD credd insfilutions
B0% Uindrawn loan commitments maturing in over ong year and all standby lefiers of
crisdlit isswed
100% Al pther guarantees issued
1% - 5% Foreign axchange contracis
0% -0.5% Interest rate contracts

Capital is calculated as the total of restricied and unrestricted components of equity,
plus the Bank's general resenves for loans losses, fo the extent that these general
reservas for loan losses do nol excesd 1,.25% of risk weighlad asséls.

(end)
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2001 Fyemls Benbeps mobnln bab b Badsmamaant, bmdpmlnbs mo qrosel goemoasmgdol asgstmemiibs,
mag grmnamabin BmBbabmhabnb bathobibob gatagnba Do BmBbabghgaol boddmagtnt
290pmigbgiol dOMmMdEMBNm nim FodmEayamn.

Lafignls goemnammadol gablvBol B70maa, BomBs FacthBamnbambs Bgiamdad
e JrnegBams thampgBmdob rhped mmol FabinaBo posgybs gogothmmgbol bagnmbn,

With the aim of improving quality and volume of services TBC Bank's
Madzaladevi, Borjomi, and Poti branches were expanded in 2001,
Branches positive results and constant customer base growth put the issue of expansion on the agenda,

TEBILISIIanE2ntan

CENTRAL BRANCH BI6&AME %N DSNENER
11 Chavchavadze Ay., 350078 Thilisl, Georgin  balamoyrmm, miamobo 3B00TE, aalaasdnl 32011
¢ Tel ; F+995 330 220 681, 291 653 @afonFax; 9095 321 Z20 406,
E-mad: i comgs  wwewibchank com ga
Tebex 212004 TRCBC GI
SWILET TBCB GE 22
MNADZAL ADEVI BRANCH  B3d3MM I SRS
108 Dadian Av., J00080 Thillsl, Georgia  Lajamoumem, mbomobo 3B008T, pomnabol 228, 100
Agom.Ted ; (+885 32/ 696 BEY, 656 488, qafonFax: M+995 32/ 698 121,
[E-mail: nadralademnifibcbank.com.ge :
YVERA DERFARTMENT Il 33EIMTaREIEY il
18 Malikishvili Av.. 380078 Thilisi, Georgia  Ladsmmagmm, mbamabn 300070, Bymndnfgnmeh o 18 - :
A Tal : o005 320 232 AT, majloiFan: /¢85 320 253 957,
E-masl: nadzaladavBibohank, com.ga
MTATSMINDA BRANCH  BOSGEIIEENL SRCNIEN
1 Rustavall Av. 350005 Thillsl, Georgla  Lafathogymm, odngmedo 300005, droboaymmol: gobh. 1
o Tel: [+895 32/ 923 6TOT 1T, gofoniFax: /+095 33 623 672
E-mail: mtatsmindaf@ibobank. com.ga

REGIONS A BNMED N

BORJOMI BRANCH aM&ErmeL- SnsSnacm
121 Rustavell Str., 383720 Borjoml, Geargla  LaJsfmanme, Seofymdn B0, thaboagomel 1121
o= Tel : F+885 33 822 515, [«505 2671 210 02, g jbnFax: (+005 32/ 922 515,
E-mail: bofjomifibchank com ga
FLUTAISI BRANGCH  JI0RMLAL SNE0MTN
2 Agmashenebell Sq., 3B4000 Kutalsl, Georgla  bojomemgmm, Famonbe 34000, sedsByBakeal Bromaba 2
A Ted  F+ 085 234/ 441 38, 012 17, majbaiFax f+005 231) 41135
E-mail: kutaisifithcbank com.ga
RUSTAVI BRAMCH  &ILMa3n SHERE
16 Gagarinl Str.. 300040 Rustavl, Georgia  Lajatmospsmmm, fonagn 380040, gagattnlicl 116
eem Tl [+8a5 24 152 251, 182 926, qadon/Fax; [+095 247 152 251
E-mail: nistavi@ibcbank.com.gae
POTI BRANCH  SM3INL A S
13 Lagranzhe Sir., 334600 Poll, Georgia  bajomonynmm, qym 384600, mroghabayl 113

m..l'ﬁ{ oGRS 20 0 42, M1 44, qajbaiFax +O05 203 257 B0
E-mail; pethiitbchank. com.ge
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