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BRIEF HISTORY OF THC BHANK

December 17,1552
Foundation of the Bank
May, 19094
Ganaral LiceEnss
Junm, 1956
Firsl intermational audil - Cooguers & Lybrand
August, 1906
Firal credil agreament beteesn TACES and TEC
Eank
Dacembar, 1006
First credit ing agreement with Eurcopean Bank for
Reconstruction and DevelopmentiEBRD) - LUSD 3
n1|ﬂ
February, 1997
World Bank cradil line - USD 1 min
February 26, 1998
IF G erpdil fna - USD 3 miln
March 17, 1998
Apreamen] befwean EBRD and TBL Bank - Lelier
of Credit Suppon Progect - USO Z min.
Apeil 16, 1998
DEG cedil line - DEM 3 min
Fubruary 2, 3000
The second DEG credii line - Eurn 2 min
May 28, 2000
Investimeant of IFC and DEG in THC Bank's capital,
with participation of 10% sach

Seplermbes, 2000
Firsl inlarmational 'I'Fﬂil"lg h"' Thampaon Finsmnsial
Bankwalch. TEC Bank is the only Gearglan compa-
vy 1o obiain a raling.

April, 2001
TEC Bank's asgels axceed GEL 100 min

May &, 2001
TBC Bank is a foundar of Gaorgian Pansion dand
Insurance Holding

fugust 16, 2001
IFC cradit line - LIS 3 min

March, 2002
TEC Bank becomes (he larges! bank of Geargia;

Jume 13, 2002
THC Bank is nominabed as he bast GEEITEI.'!FI
Company

Septembaer 3, 2002
TEC Bank is nominaled among (he Sihe Bas
Banks of tha Year® in tha annwal rating of tha
“Banker® Magazine of the Financial Times Group,;

Drocombor 2002
TBC Bank becomas the winner of EuroMarkat
Fonem-2002 award

May 23, 2003
Eﬂ-l"l"ll:-.ill"l}' “Soroa Invasimeant Capiial MH"'HI;EI'HEI"IIZ"
ecomes a shamehoder of JSC THC Bank, wilh
25% sgudly parlicipation,

Seplember 9, 2003
TEC Bank is nominabed amang lhm “ihe Basl Banks
of 1hi Yaar™ in tha aansal r."llin!_; of tha "Bankor”
Magazing of (ha Fnantial Timas Gaoup, for thin S8t
ond lime In a aw

Decamber 5, 2003
A 2 miiion EURD and 3 million USD worth swap
agrearents ae reached babwesn TBC Bank and
IFG

Dcambar 19, 2003
Agraamant & signed babwesn TEC Bank and EBRD
on allocabon aof & million USD worlb credil line

March 4
ArmiEncan fmEgazing “Glabal Finance™ manlions TEG
Bank amang the hest banks worldwida agrarating an
fthe forespn mxchange

Jduly 29, 2004
THC Bank opens & naw (Gih regicnal) branch in
Batumi, Adiaria

Septermnbear 7, 2004
Mew results of he annual EIEI'IMI"IQ I'FI'IiI'IQ of 1he
“Financial Temes Growp” are announced - TRC
Bank is nomanated among the “the Best Banks of
the Year”, for the thind fime 0 a ro

Septembar, 2004
Thd gpraeit wdluriag aof cradil portfolia of TRC Bank
axcaids 200 millicn GEL.
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TEC BANK NEW HEAD OFFICE
HISTORY OF THE BUILDING

Tha buliding locabed al T Mardjanishyvili Streot in Thilisi
will howrse the haead office of the Joint Stock Cormpany
TBC Bank staring end of Februany 2005. Thiz struciure
is the one of the most prominent archilectunal landmarks
ol the Modermial slyle in Thilisl. The e of Modarmiam
wias introduced into painling and architectune in the lale
18h cantury,

Initialty the building belonged 1o the Economic
Associniion of Officers of the Cavcasus. in 1910 the

Azsaciplion cpanad & lender for the concaplual design
of the building. The tender conditions wan published in

mﬂmmmmmm
who resided in Thilisi al the Bima.

The constrection of this building is also related 1o ihe
narn of a well-known Itakan archilect Angels Andreclalf
who owned a slone cutting and pofishing fachony whens
takian craflsmen dressed imported Ralian marbla.

The construction of thae building wenl on during the peri-
od of 1911-1913, Alexander Rogoisk was nol able 1o see
his work completed and died i 1912 of o discase, Tha
grand opening book place on the 30th of June in 1913,

During the Soviet period, namedy, during the1020s the
Economic Association of Cfficers: of the Caucasus was
transformed inlo co-operalive associalion named
*ERCOP®. Afterwands, since May, 1834, it was home to
the Thilisi Central Department Siom and opearabed in this
capacity untl 2002, The bullding was in a stabe of il
repair and quite dilapidated wuntil renovation work started.

REHABILITATION OF THE BUILDIMNG

Tha design for s refurbishment! modem adaplatsn and
partial moonstruction was developod by architect Gaga
Kiknadze of ARS| shedo, as crdered by TBC Bank.
Enginearing part of iha project was dona by
EALAKPROEKTI. The building has 4 stones, wih a
basement Boor and has three domes. is fscade i lay-
ishly decorated. The following arftworks ane integral 1o
the bulding: three large mirmors encased in massive
wooden frames, bwo Chinese vasas of 120 em haighl
and the brass sculptune of Diane, the antigue hunting
Goddass. Many of these artworks suffered substantial
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damage over the yesrs and TBC Bank has financed (heir
restoration and has returned them 10 1he Eulding,

Ther rechahditatlion work started in Sumemer, 2002 by thi
Lid "Mshensbeh -B67; the top foors of bath wings of fhe
bulloing were not the par of ine inidial cesign and were
added an dufng the 19608 Thase Aoors wishi dismian.
et and rarmoved, while the mewly rocled wings of the
building hawve been resiored o il 28 original features

The structure and fouwndation of building was reinforced
basad on the recommendalions aof M Botitute of
Saiarmic Sability, Besides, all the roofing was raplacead
wilh an sxact repiica of the old rmofing material, including
manufscturing and assembling 8 new cover for the
domas. Not only wern the same kind of malenals used
b bring ke back 10 this buliding, bud also the ofd tech-
nigues wara agpliad i the randvatiin work

The canbral intarior stairs, which are the ona of tha maosl
notable pars of e bullding's architecture, had been sig-
I'Iiﬁ-l'_"EI'I'":.I' I:IENEQEI:I prios 1o e S8 of reconsinecibon
and mequired rofudsshmant of G staeclune o5 well o6
decoratsns, The slaimcasas has been rasioned bo Hheir
initial shaps and form
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T perdormance of TRBC Bank lor
2004 has bean refleched in M-
ous mancial and non=fnancial
achievements. This has furthermmang
sirengihened the leading postion of
THC Bank on Geargian banking
markel and has significanly
irmgrowed e image of (he Bank
amang the ivlernabional bngndcial cre
cles. Currenlly, TBC Bank siill
remains the largest commarcal
bank in Georgia, and 5 he second
in Caucases by the finsncial par-
lafTramta,

Dusring tha last wear the assels of
TAC Bank have incraased by S0%
and have mached 382 millon GEL
Thee cradit partfolls has increased
up 1o 227 million GEL. which mads
46% growth as compared o sl
vear. TEC Bank profil made 15 mil-
lion GEL by the and of tha year

Last yaar, TEC Bank has rociived Beo most importan
intermabsonal recognilions

In Septamber, “Financis! Times Group® snnounced new
resalts of the annual banking rating - TBG Bank was
again nomanabiel amang e " he Best Banks of the
Yaar®, lor the thard lima ina raw. For Bhe Brst bme TRBS
Bank joined the most impartant annual bankeng rating in
2002, whan TBC Bank was alsd nominalad among "the
Best Banks of the Year™

Besides, American magasng "Global Finance® has
defined tha r-il‘.ll'lil of the best banks worldwide for Q-
atig on the foregn exchange. From Gadngia, TBC Bank
has bssn announced among the besi &1 banks

Af the and of 2004, Inlemational financial Comporation
decided io aflocala subordinated kean o TBC Bank in
e amaunt of 4 millign USD. The loan was invesied in
iy Bank aopaty, Thes was e sl precedant of alleca-
o ol subordinaled oan by mbemabonal insblubons o a
commearcial bank i El:ﬂ:lrglﬂ

Huch type of invesimend is o iolally new inanceal insto
mand ior the U..'II'Ihlﬂg gacior of E-uwgia 11 will enabla &
TBG Bank to be even mare aclive in mplemenlaton af
its. devalopmen] strategy on the marked

11
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Last yoar TEG Bank has achioeed partcular sucoess in
ilarms of card business. As compared bo the previous
yaar, the number of Bsued Visa cands has increased
iwoicld, Besides, the acquining license recesvied from
Viza Inlemalanal has enabiad the Bank o doubls the
msmber of outlels with the iarmanals for plastic cands, by
ihe ened of Ehe yoar,

In 2004 THC Bank has seecpssiully continuod s sirabe.
gy in terms of development of ischnalogical banking
producls. This (8 B mednd foF tha Bank o gal dasar 1o
the customer and o give himbher opporunity o save

tirme and Garry out banking transactions wilhoul going to
the Bank.

Two niéw sarvices of TEC Bank - deposils cash and utds-
ty paymants thiowgh AThs were imparant in this
respect. The wo servicas are absolule novelties for tha

Googian markad.

Ag for the brench network of TBC Bank, 1ast yoar wie
have added one mone negional branch i i§ - al the and
of July THE Bank opaned branch in Batumd. Within the 5
months of Hs axislence the Branch has asswemad Sericus
posilion on the regional markel

Frgortant Shoges Mo Dian made in s of impEove.
mant of sakes syslem of TBC Bank and estabishment of
efficient retationship with ks cllents, In thes term, ntnodus-
tion of Cusiomar Ralatonship Managamaend Moduls -
Microsoflt GRM was particularly important. This was a
movelly for the banking sacion ol Euurgin

The corporale social responsability sl rermasns Gn irmgoe-
{ant aspect of e activity of cur comparry, During the kast




Lifadnannls pabbepynnennas, Mesdyengy Smeme
Brnaddn Ralmazamats g gmernbbnal afidsemgapnabn
e dadab gabbm@ageendal bepeaes® g o
Btk by agFimgtdn. fagle 3nhebng, mygese faliaSla,

mdnenliagy owdobin 826 g0 28 LMool j46 Sndaroagl,

gLk Fgbespal gl Endoemn s aabls paentSglaem
addarria WEmrmgAadal gamadrial. 2004 Fyrb
amdiengeags Bebs Benpddn moliygbememe Madghiedy
el aebbmfgnamads, sdalamab, endaln a6 53

riadqyfiedy sbacn gridgemgagnabio dfmddag Badmnbign.

fignBoranly gabla gmofigiom bobabafmmmma, fied
AAlahipaenn Bagee Bafdsdaloea aym 3 Bafigm
el Bab galsamgnls, sfteligm ol mdlabnsdaliongalan,
fmammpday Rggha Babnb nbggldngngamss 5 fakama.

Ladghlanm ma bamabogggm gmddabos “gondnan Smmmgnfip -

B, ﬁmﬂm enntkhlin EJE‘]HL'. Em&hﬂﬂn&m?ﬂﬂl:
el wogyndbos, 2004 Byenls byfnevbogema s gaba-
(3. ngn sdgafiag dphady smanenl ngagydl
bamabmgaam dabasity petnmyatol Gopmmmdnk

ok g,

Baridabmnemn Beonly g ablageomiada dabariby byso-
mirgeen denbaggngdol gad yyemtigba dgdeen “madala
eratabzda”, Bmbnemagy fgnbds Bab 3da 2003 Bepala Goby-
sl qnlaﬂdﬁn&-. “mandnlia ;r_;mﬂinﬁanh' afaignnalin
Ao gebgménk domngam, 24 Ermnb gebdagrmmbata

b Besbgm dabutfiby 10~ ganborfps Bowemesba bogy-
nbnbiae gafng sdadel Jogpprmda,

awdnlia baﬁdn B LUFC-als a.dunm
50% -0l Beyrridgenb. 2004 Bl gablagrobadn gamd-
Bugms o8 pBlabasBn Bafovgemn 306 proilsd el Mamgs-
Brrda o yrvagemengretio Aelibadagbel bagaemmda,
BEadgBgommgaboa, Gl dofiggmag Lafarmggememin,

UFC-3 @ndmgs bgfamgegadn Bodafino debampdol 3md-

Labigbaby mo, mobaba 32 goof gmeg, mingddgdae

shagma gadal Imbid Brfdnbamgln mafinfas, Amiigmmas

o dafamadals Breghols balmagngda gaahbng,

el byl s 3B 253ngnm o paadode geoelbns
2005 Benabogrbagy. moRbigipdgomn 3050, ob bifode

anay Fedlpeng Banbie jeldsbned Ralmayamnda, o'bigh-

Joeyrgl mababa Babnl 358ard Baslladipdodh o
Bafi e oo oty Eﬂ'h““ﬂ sl Faghn
Lk penBhogrb gafarmgdl gafmen.

aab@abip, mabein gndy
mobolin Bab ok ki bogSdn

year, TEC Bank has actively continued implementation
af the slralagy, established wilhin he sl few years. Tha
sirategy anvisages mplementation of long=term projects
in social and cullural areas, 1L s Our aim 1o Sere Solu-
thon of specific and particulady important prablems with
all the respurces aliocated by the Bank for this purposs,
n 2004 we have conlinued implementation of a numbar
of projects staried during the pravious years. Besidas,
TBC Bank has commenced few new long-lermn projects.

W is particularly joyfid for us fo mention that the st year
was successhul nol only For the Bank ilseff, but alss for
e oompaes el hive been estabished wilh thia Bank
iFaEirments.

Tha Geargaan Pansion and Insuranes Company "GP
Halding®, sstablished with THS Bank parlidpation in
2001, has grown significantly in 2004, Curently if ks o
the third posltson on the hsurance markal by the sales
WOlLIrTIES,

"TEC Leasing® rmamaged o assueme signficant pasition
on the markel during the a5l year. The compamy was
foundad by TBC Bank ai the end of 2003. Due o one
wesar opadation of "TEC Leasing”, B volurd of telal
leasing deals on lhe marke] has ncreased by 156 mes.

Currantly TBC Bank owne 50% of UFC shares. The
numbar of ATKs united under the company has
incraasd byo-Told during tha yiar 2004, 1 is noleworthy
thal UFC was the first one in Georgia 1o acquire cerifi-
cade for servicing chip cards, and, togethar with TBC
Bank, nslalled new typas of post-tarminals, serving lhe
chip cards,

TBG Bank has set quite ambilious plans for the year
2005, | am sure that the sirabtegy chosen by our compa-
iy will ansurd tha furher succass of TBC Bank nat anly
Iocally, but oulside our Slale as wall.

Wakhimng Bulskhnkidze

Presidant
JSC TBC Banks

13



BEASaA 65IANEN H004 ANNUAL REPORT

LM = 0AIM LaddML Bldmdalh

BT bIbR D [magsemmiariy)
BYEA0 RITIHND

B30 bbbdeddd

WIBCL AVASSILMED (IFC)
a5 BINBAN (DEG)

33508 RSAALMALT (SIC)

20AIISMAIEN,

JobSaBS BIObANINGD (3 baggbdn)
33585 Dadddd | a3y bogabin)
L5033 ANLJSSNID 3oy bogabaen)

SNMAHAN HLEIENIHTINEN (geyzg-26iyhogyhiin)
J9EM 200D IOT0 (gnpyg -y boggnbin)

SIS D TR IEN BIEI XA IoEN,

B3N SIAMERIDS — larqgnbor yrdabonk

magdgmmday
bR FAdId] — L gFgmades Gadafdadsbdnk

Amfieilin
383 BIVHENE] — rofinpargenn Lallliah=stinl

Fela
i SN daudidid] — Babobnls
3999 IARNSTINEN — Farf yodnbanl Laflakmfinl
aelin
BIEM BHLISSBIVEN — poynmamdals Ladlabeol
ohela
@AINM BMRIMITN — Lagensderdhobe Lagnbable
rBlgndiadndoeb mfaantiambols Lallabmfink mmtimb
B0 R6s SME0NdD — Fmdlebrafiqlabe mo bafnbink
gafa d#ﬁhn:ll:'naanwn rdlrgenls qyreilbeinbolia

ma
babmgamrgdabonad ohmag@membok balakral

Odd FOMTETIBIOCN — Jemabin rffin Bafampdols bad-
babryfinl Sypfmbe

sexfingbanh gabigrgaegdol gefiebe

0B BIOEN — aqnbnlgyagymema bablaSmagmel
')

DM SDBIEINAD — aqoBnsbans Mgleyladal fafogel
Lafiakrgtials Smembn

ANMAAN JA3I0ET — yeboblomfin Fel grdols Hsherals

b aBlabm®al mmSmbn
006 BID0R] — bamdgfiaggnm fnd, jgdnk Ryl
LaBabapinl mygyshiembn

SUPERVISORY COUNCIL MEMBERS:

MAMUKA KHAZARADZE (Chair)
BADRI JAPARIDZE

DAYID KHAZARADIE
DOUGLAS GUETAFSON (IFC)
MARTIN MAINZ (DEG)

MURAT CAVUSOGLU (SIC)

MEMBERS OF THE BOARD OF DIRECTORS:

VAKHTANG BUTSKHRIKIDZE (Presidant)
PAATA GADZADZE (First Vice President)
ZEZVA TSISKARISHVILI (Vice President)
GIORGI ASLANIKASHVILI {Vice President)
VANO BALIASHVILI {Vice President)

EXECUTIVE MANAGEMENT:

GIVI LEMONJAVA - Chairman of Audit Commiltes
ZURAB CHARBADZE - Hoad of Gredit Deparimant
TEMUR JAPARIDZE - Head of Logal Service
IRAKL| KEAKABADZE - Head of Treasury

VAZHA BERIASHVIL] - Head of Markaling
Departrmanl

HINO MASURASHWVILI - Head of Sales
Dapartment

DAVID TSERETELI - Head of Departmant for
Relations with the International Financial
Institutions

KHATUNA LOBJANIDZE - Head of Service and
Quality Management Depariment

MaLA DEIRKVELISHYILI - Head of Image
Formation and Public Relations Departmant

EKA VERULASHVYILI - Head of Plastle Cards
Departrmant

SOPHIE JUGELI - Head of Planning and
Managerial Accounling Depariment

IRMA DVALI - Head of Administrative Deparimant
LELA SANTELADZE - Head of Human Resource
Management Deparimant

GIORG KVACHADZE - Head of Financial Risk
Managamant Dapartmani

TIMATIM IAMAMNIDZE - Haad of ODpacalional Risk
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Managemenl Department

CavID KUTALADZE - Head of Financial
Accouniing and Reporiing Depariment
VARHTANG KUPRASHYILI - Head af IT
Dragarimeant

LASHA IMASHWILI - Haad of Intarnal Audit
D g rlmeni

DaVID KALANDADSE - Head of Logistics
Depariment

BRANCH MANMSEMENT

LEVAN BURDILADZE -Director of Vake Branch
FURAB FOLOLIKASHYILI -Direcior of Mtatsminda
Branch

MING OKHAMASHWIL] -Diractar af Vara Brangh
IRAKLI UGLAVA -Direclor of Nadzaladev Branch
OAVID KURTANIDZE -Direclar of Samiakha-
Javakheti Regional Branch

LURAR ABASHIDLE ~Direcior of Kvamo Kartli
Regional Branch

GAGA SOGEUA -Director of Telavl Branch
KHYICHA SEBISKVERADZE -Director of Kutaks]
Branth

DAVID UEHEMVANI -Directar of Pali Branch
OavID GIGALA - Director of Batumi Branch
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OB 250 BOE B
SIAN3IEMN BBIRINM
TBEC BANK SHARE IN MARKET BY ASSETS

%

OMIANLNO AJEJ0L BOSN 23%54%]
EIAMBN&IB00L @NeIEINm
TBC BANK SHARE IN MARKET BY DEPOSITS

MINSNLN 3060 BOEMN BdhdA b
LaSIR0AM JMSEBITNL BNLIRIND (EANERY)
TEC BANK SHARE IN MARKET BY LOANS
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BOTEAED BXEMLIIE 00 Lem T8 m0
TOTAL INCOME STRUCTURE

1. bedfmpnbdm d8mbagapma T0%
Interesi income

2. BAnbme bagmielnm Bn8mbageen 20%
Met fesdcommossion income

3. bbga bamdgFagem dplabagengde 10%
Other operating income

Bnbma Smpqda jodngomy ROE 29.0

Blnfims Bmpads sddnandhy ROA
eaagfiggal gmomngngbdn

LEVERAGE

{Average assets / Average equity)

Lewverage

4.8
8.1

= ——

EREERES

.

g im0

BOEMNED B IIB00 LS T8 M
TOTAL EXPENDITURE STRUCTURE

1. LadfimynBidm bofiggdn
Interest expense
2. bgbbal

.ﬂ? : m paba jafianbok
Lg:rmn proviskon

3. dgilmBamal
Salaries and employment benefits

4, Lbgs spBebabdMeprnmn go
Lamdngagom bafig nbo
Administrative axpansas

5. pggmnba ma 2BmEgnbagnab
mm
Dapraciation and amartization

b. Libga ag@nggdels Fobyfign
Dithar Provision (rovaersal)

33%

14%

18%

4%
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ASSETS STRUCTURE TOTAL EQUITY & TOTAL ASSETS

paliedudemrmn smals pmifinhida /I Tousand GEL

1. Bampn @ @5 g 21.2%

Cash and due from o 1.4
Mat Aiank of G Hmmhdﬂfiqnﬁw 61,402

2. BmanbngBigdn bbga a6 1980k Bnafia 15.2%
Due from other banks i'rﬁ”‘",mw,, N

3. babgmdbngm mabnsbn JaMmarmpda 0.7%
Government ireasury bills

4. baygmedym dmfileaon 54.2%
Loans and advances (o
Customers

5. aBggb@nangde boBgbeadm odadecdn  29%
Invastmant securities

6. dofinmagn badnoaegbgbo 52%
@ ajdmggdn
Tangible fiead aasets and
intangible assats

7 Ui oo 0.5%
Dither as=ats
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TREMD OF INTEREST INGOME AND EXPENSES

aolmlisbagmns ol mefiadBs | In Peousand GEL
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o ./
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RTINS0 LEATIETSD
LIABILITIES STRUCTURE
badsmpyabim Eyimlagsen EER I
inieresd inpomn
badfimygbim Bafgcnbn 11.091
Intarest pxpanses
1
Lt e TR
2 LIQUIDITY
Bobmisabmmns s s | I Mousaed GEL

1. goevmpbraergdgde Lo ySgmndem 12%
nBl@n@mBabnl BnBafin
Amounts due 1o credil inslilulions ik
2. Genenbrigbotiny obgofintgbo 5% i
Current accounts & saving deposits i
3. amncbn ppdmbaggde 2%
Time deposits 1 ! ! ! 1
=00 2001 o 2003 200
4. bibgs goeampboengdgbe 2%
Other Rabdities B g’ addeyts / Liguid sesets
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Mk 0L0 32640 FINANCIAL TIMES GROUP-L
SLMTENML BTG L2 IIMILM 2363380
AINENE3EN BIENBIR 3ILEIE EHLIBIES @Y

004 Brors 7 frweibigebin gk anondls
m‘r%h} bodah g

TEC BANK WaAS ONE OF THE NOMINEES AMONG
BEST BANKS OF THE WORLD FOR THE THIRD
YEAR RUNHING

On Saptomber 7, 2004 new resulls of the annual bank.
ing rating of the “Financial Times. Group® weno

mer Boregezersdy announced - TRC Bank was again nominaled amang
ikl
wﬂmﬁﬁl oo Sk Sgbalion “the Best Banks of the Yaas", for tha third tima in & raw.
. o On annual basis "Financial Times Group™ reviews bank-
gerbigbdey mandl arfrmda Mhmm‘ ing sectors of diffarent countries and announces the rat-
W Mﬁﬂ boesagh fievpoor “’EL"’““E ST ing of the best banks. The first time Goorgian banks
m‘ﬂ E;ﬂmmwm josngred they sonbest in 2002, when TEC Bank was also
der gy um_,wﬁ.mw*w nominated among “the Best Banks of the Year®,
”E:;,J,:m;, Far the third year TEC Bank traditionally
e stays in the “Financial Times Group™ rat-
oo sty Bgmon, Hmmmm&?;
afam sl T i known institutione an
el (Financad Times ﬁm Deutsche Bank, UBG, JP Margan, Bank

b
3 Beoiqalin” (JP MG, ok g B I

.'hﬁ..u -. i gla

Hﬁm.ﬂﬂwlmm
Credilansiall, otc. Thés yaar tha intema-
A D tional oxperts have roviewod the banking
secior of 140 countmes of which, beside
TBC Bank, 132 banks were nominabed
a5 the “the Best Banks of the Yoar®.

The distinguished succassiul functioning
of TBC Bank ranks it among he mosi
highly growing financial institulions in
Eastern Ewope. it took the Bank esiab-

el Py, Eshed in 19592 only ton yoors 10 become
o, FIZ Bl g Beabiyu, tha largast bank in Georgia, with the
| share of 29,5% in the otal assals and

" wmgw “1': Group) ;W
%E@ﬁﬁm

W A v L e ik g AP
ﬂaﬂm&ﬂuﬂﬂ

38,3% in the tolal deposits of the coun-

try. TBC Bank operation demonstrates
sorious growth of the Bank in terms of business funding,
high level risk-management and well-dnersified invest-
menl® - wrote “Financial Times Group®™ Magazine
(Boplember, H004).

*Financial Times Group™ and its magazine “The Banksr®
has boon implamoenting exclusive banking ralings since
ihe year 1908 and ks the mos! compealent malitule in the
fisld, worldwide. The mentioned rating is not simply clas-
sification of banks, The crganization & porsonally
involied in the selpction process of aach panicipant of
the contest, based on their major financial pedomances,




MNE0LN 33EA0 TIHEIT 35 "Global Finance™
Ly DG S B0 AN TS D b

2004 Bryeels codindan B0 18a Jomag e LapSmadefinkm
smasfighals SnsmBas — algfie gends gohsmas “Global
Finance™ biagsceads pagamonen esdqfanglal
BailrgBadn Blegmmenh e jpmglim Babjpdb Gmdal
Ls Jarfmanenmmal ownBala Babgn masbabyena.

“Fobal Finance"-nb HwandinEadn eendnkn ik g0 Brbams

“ﬁnaﬁ?ﬁ aoifl-sli-Ba-lin | 1, Cmprnk Aakye
a4 anfi-sli-Ba-ln L n
(Deulsche k), "ba-gb-dn Jofinds” (BHP Fgﬁt‘ﬂ:hl],

= :.ﬂﬂhﬂnﬁ-aaﬁn {JP Morgan), “boma
afrmia” (CIOGUOLD), "848, agfns
JFadebbdeed” {B;ﬂﬁwm
Cradilanstall] ma bbgda,

mrFibacen "Global Finance” yeg b
o gbBagenb o aedmogengbls

epbeil

Jgals
ks raart. Lafarenggaene 2 gaesigel
sFgapsde Jofggrasg 2004 el dmby-
ey bevge endnlan 368 g0 Bormgemned &1
Fraghols b ggmagbm daligtals Angdn
mababenms.

Perst

“Global Financa" s 5dlagfabds 2004
Bgesl bagsmrmden spgemnmn rdzfise

E&ﬁﬂﬁ-ﬂh BBFamalarmn Sabgada
gl W;jngﬁrqaﬁ dgnlifagenale
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TEC BANK HAS BEEN NOMINATED AMONG THE
BEST BANKS BY THE "GLOBAL FINANCE™ MAGA-
ZINE.

TBC Bank has achisved one mone intemalional recogni-
thoan In 2004 - of all the (Seorgian banks Amearican maga-
Fine "Global Finance™ mentionad TBC Bank amang tha
biesl banks woarldwide aperating an the loreign

axchangs

n "Global Finsnce® magazina rating TBC Bank has
joined swuch famous foreign instilutions as (HSEC),
(Deutscha Bank), (BNP Parbas), (JP Morgan),
[Cigroag). (Bank Ausira Craditansiall) and olbes,

O annual bass "Global Finance® mag-
azine sludies and reweals the bacl
banks oparaling an lha Toraeign
exchange by coundries and on regional
lavel, Geomia joined the rating in 2004,
while TEC Bank was nominaled among
61 besl banks worldwide.

In 2004 experts from *Globad Fnance”

‘ have stucied operatons on forsign
r axchangs from 70 eountries worldwids,
1 In 2004, 24 new counbies jpined the

conlas! - mostly ram Canbral and
Easlem Euwrope, as well as Maddle
Ea=L The contest has revealad the
besl banke from &1 countrias, Ineluding
4 Gaargla. And the axparts nominaled
Ll == b TEC bank ax the besl oparalor on foss
&ign sxchangs.

In the process of selection and identifi-
cabion af the basl banks, apecial allanton was paid 1o
the quality of oparalion of forsign exchangs transactions
with application of alecironic meang. The indicator of for-
eign exchange frmnsaciions, market share, limits of
scales of carmying oul FanSactions, CUSKOMET Service,
compalitive prices and innovalive lachnologies waera alss
amang 1he key crilana,
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TEC BANK GAING INTERNATIONAL RATING

On Seplomber 13, 2004 the intermational rating company
FitchRatings dafined TBC Banks rating. TBC Bank was
the first Georgian bank lo be awanded an infermational
rating by iMernalional raling company, Tha lirel prece-
dend of rating @ Georgian company was in 2000 when an
inemational rating company Thomson Financial
Bankcwatch awarded an international rating 1o TBG Bank
Sinow than TBC Bank has boan reguiady racaiving an
infermational rating, awarded by Fitch Ratings in follaw-
ing yoars. In 2000-2001 TEC Bank's rating was defimd
&8 "CCGT slaning from 2002 Filch Ralings has
incrmasad TEC's rating ta "CCC+ "

Accarding 1o Fitch Ratings, TBC Bank is still profilabla in
spite of decroasing interesl ralos and comparatively high
oparatisnal axpanses. Tha increase of oparation sspans-
6 if Gausel by increass and expanson of business and
by depreciation of fixed assels, On the ather hand, com-
mission revenes have increased ai the expanse of lang.
o seald opbralicnd. Inbenesl ralas may have & lendandy
1o decreasa furthes on, due 1o developmant of crodit

markiot, which will consequendly affect profabdlily,

According lo the conclusion of Filch Ralings's exparts,
TBEC Bank's fnanciad resources &ne rather diversilied &s
comparad with other banks fram tha CIS countries.
According to Fitch Ratings TBC Bank has a good reputa-
tion in Goorgia and 5 percoived 85 an apolifical, inde-
panddant bank,

Fitch Ratings pays attention to the fact that despite its
business relainship wilh iMernalional companias,
embassies and NGOs, TBC Bank s orenlad at funding
of small and medium size busnassas, roiall activitias
i bracling projscts,
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WITHIN OME YEARS TIME TBC LEASING HAS
ACQUIRED IMPORTANT POSITION ON THE LEAS-
ING MARKET OF GEORGIA.

Al the beginning of the year 2004 TBC Bank eslablished
a leazing company “TEC Leasing™. Within one year of
functioning the company has aquired significant pasition
an the leasing markel af Geangia. Duning the year 2004
lhe iodal voleme of leasing deals has increased 15 fold -
by the end of 2003 the indicator was 200 thows USD,
whiler currently it excesds 3 million W50,

The rmaain servies provided by "TBC Laasing” is a finan-
cial leasing - e lnasing company purchases (ha fosd
sgsels selected by & cusiomer and transfers the asest io
ther customer for use, in the exchange for manthly pay-
mmmhﬂlmﬂlﬂumuﬂmm
Casslomad bacones owner of the subpect of leasing,

Besidas, “TEC Leasing® offers s cusiomars “easing-
lease back®. This is an cpportunily for companies bo free
thee funds inwested in fixed assets and bo Gl in its working
capital, This prosguct envisapes purchase of cusbompms'
aquipmeanl by “THEG Lenasang”, whils The cusbomer keeps
using the equipment, and after full payment of the leas-
ing valug, the cusiomar gels back the Swnershp fighl

Tha inilial statulory capilal of "TEC Leasing” was 1 mil-
lion LSO, Due to the high development rate of the com-
pany, TBC Bank ook decision to incmease the capital up
ta 2 millian LSO in Bay 2004,

Lig b dale, "TBC Leasing” has funded 75 projects for
purchass of vadous equipments, with the total value of
ower 3 milon LSO, “TBG Leasing” & omanted at fund-
ing of small and madium size companios with e
proagpects for devalopmant,

The minirmum funding amount is 15 thousand LSO,
while leasing {erm lucluates babween 1 and 5 years.
Cuslomer caries oul repayment on maonthiy basis, with

aqual payments.

I September 2004 “THC Leasing” ssgned agreament
with “AgVANTAGE" on cooperation for funding of the
Cisslomer companies of the menlioned program.
"AgVANTAGE" i & LISAID funded pregram, which sims
al fadililakon of the growth of the expod of Gaargian
agricultural producis,

27



2e M iy

J2036&I3a00L 8M3LobTAIB
CUSTOMER SERVICE

G40 Jha3&ANDN 2004 ANMUAL REPOHT







JEMIBGIZMNNE MDA EY

EET:W Bl ﬁhiwﬁbﬁn:i% 326 yob finget
Rooriegs blion mm’w}am

Eﬁﬂ"éw f‘ﬂummﬁu #ﬂ:raﬂw

i -
488 Maob 326 gob gnbs Bofacydeb
tm**:rcr Mw:ﬁ&wﬂrﬁwﬂ-

Bahbam iuﬂﬂﬂ.ﬂ,ﬂ” ; =

i ader, S Lot b Bdesgho
SSEG S
200 snienlen 3B b nb By aby ey
ks bobdygfiol pefigfagab s
byennbia, gesbls Baby

» Bgbabadnbog, brbigBal gabpfiaged
m»hfm ﬁﬁﬁwﬂﬂ
awnawrypen awBaiifmbenl Bebgs
BmBabergedol dgmagen grbablafe dedglel daggdel

aobla, pymindne Sbody
hwe sgprsby, bafafmgaeemls g
. e bl
melympge. b

st e ‘m*ﬁm&w
Moo Nrsilits

2005 Byenbs paemng amﬂﬂw
ety Ry fonch 8o
mhﬂm e 2ot 30 Bt

bosbengbols Gy,

& BEASaA 65IANEN H004 ANNUAL REPORT

CUSTOMER RELATIONSHIP

in 204 TBC Bank has taken some rather significant
measures in larms of sales of banking prodects. We
harve carmied oul special events with the punpose 10 pro-
mobe nenw banking products, have inroduced cross-sall-

ing sysiem and, most importantly, have started applica-
tion of Cusiomar Relationship Module (Microsalt CRM).

The yoar 2004 was remiwkabie for the Bank in terms of
introduction of new technological products. Slarting fram
September the 15t the Bank custorners can use Visa
cards for satlerment of wlility payments and depasiting
cash on accounts. Advertising action was carriad oul last
Fall with the purpose 1o promobe the new prodiscts.
Dwring the aclion the Bank stafl has dinectly informaed thio
cusiomars about the new technological praducis.

The yaar 2004 was also signeficant for the Bank in
respect of infrodocton of the cross-seling system. Any
staff membes of the Bank can ba involved in the cross-
splling process. The sysiom has increased not only tha
sales of the Bank, bul has also given opportunity 1o the
stall mombers lo paicipate in sales and lo receive
financial bonenss for it

TBC Bank was the firsf one o introduce Cusiomer
Ralationship Managemani boduls - Microsolt CRM on
ihe Georglan banking market. [t i a liconsed software,
which will carry oul soltware suppord for the Bank sales
system. Tha software is a data-base of ihe current and
potential cusiomens, ensbing the Bank o contnol the
activitins of sales managers, to have its cuslomeans under
consiani attenlion, thus increasing thair loyalty to the
Bank,

It Is nateworthy to mention the Viea card New Year Gift
Fesiival. hald by the Bank for the New Year. This was a
present for the owners of the TBC Bank Visa cands.

In 2005 we will actively continue working on arrange-
menl af vanous special events wilh the purpose o poo-
maoba the Bank prodsct, so that the Bank cusiomens e
always informed aboul the novelties in the Bank.
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PLASTIC CARDE

The year 2004 furned oul b be quite successiul for he
Bank In termma of development of card bussness. Tha
quaniity of the cards issued has increased bwo-fold, as
compaead o the previous yedr, while 1he manthly
lwmover in the Bank and ATMs has sxcesded, respec-
tively, 2 mifan and 5 millian GEL

Dwring the previews year, TBC Bank has expanded ils
AT netwark Sagnificantly -curresndly, (he Bank customans
can use 12 ATMs. In 2004, TBC Bank was the first ona
by nbradiice beo mevay Bypds aff sedvicas - dagasiling cash
on the accounl and selflemant of ||Ii|i|.':.| paymants
taugh AThE

I Spring 2004 TBC Bank has received acquinng licenses
from Visa Intemational and from Movember has actively
slartad axpansian of sudlats, with terminals far wse of
plastc cards. By the end of the year 150 additional out-
lats hava jainad the netwark. Thel lerminals sarva bolb
Reasigreard and Wisa cardds, Tho numbss’ of sach oubliss
will fis® up fo 700 durng tse year 2005,

Last yamr TBE Bank has become the first bank in
Geargin serving chip cands throwgh ATMs and terminals.
A% T the emission of cands, the Bank is planmng &
slart emission of chip cands staning from ihe 1 guarier
2005,
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INFORMATIONAL TECHNOLOGIES

Segnificant sleps have been tken by (ha Bank in lenms
of technacal and funclional Emprovement of the axisling
softiware system. New softeame modules have been
dovalopid and introducad, B axesling onds have bean
improved. The maniioned messungs hive mcreased (he
leval of avlomabon of the business-procoesses in he
Bank,

The infemel banking syslem has been elaborated in
respect of the plastic cand transaclions. Mow | is possi-
bie 1o purchase tslephons card, of 10 satlle ulility py-
manls and carry oul intemal ransfors with plastic cands

The Bank has develpped the following new modulas:
acquring system for plastic cards, statistic module for
financial senvica, siaff lesting module for the Human
Resource Departmanl. 'Wa hawe also developead solk-
warg module for ensumnoe of compliance with require-
manls for ihe anti-money Iaundering moasures

ATM natwork of the Bank has bean axpanded. Currently,
ih Bank ks op-arabing 12 ATMS produced by Garman
company Wintor-Miadad, O mora ATM will slart opér-
aling in the near future. Besides, 11 now AThMs have
bt rdirnd, of which 3 will b installed in tha rigitns
The Bank haes indroduced the servics of seitiemonts of
wlility paymants and 56 callad “snvelope deposiis® (cash
depasiting) system throwgh AThs. This will enable the
Bank customars o camy oul the mentioned iransaciions
o AThis.

In Z00a ther Bank has confimesd i process of salection
of the banking software. Highly qualifsed experts of tha
Hank ave camed oul detaled siedy of (he sefbwane pre-
sanbed by three foreign companies. The scope of work
and budgel necassary for introduction of the sysiem has
bpan dafined. Introduction of the modem banking sofi-
ward will assis] the Bank (o upgrade and oplimizo (he
effeciently of the axstng and niw busingss-procosses of
iha Bank, (o slaborals tha canbralized conirol and analyt-
il sysioms, as well 3 o improve the quality of cus-
iomar sarvica
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GREDIT PORTFOLID

Tradidionadly, credit portfoso still remains a priority and
stralegic ansa for TBC Bank, Cradit activities play signifi-
cant role in the process of dynamic growth of TEC Bank

The Bank objactive - 1o ensure maxrmuem sabsfaclion of
oapr curstaemars and the sirategie segmant of the Bank -
madi a basis for development of the Gredit Policy of tha
Bank. Special attention was paid al improvement and
edaboration of the principles for crediting retall business-
5. Expansion of the commadity and morgage loan seg-
menl has become partseulsty impodant. Credilng proce-
dures have been simplfied, crediting principles have
been comparatively iberalized and morigage koans have
baan made mare scesesible for & wider spaetum of cus-
tomer, due io consideration of demand of the Bank cus-
lomars,

Developrment of the Bank on the retail business sechor
had trvorable effiect on the indicators of the eredit pario.
lia. During the year 2004 the quantity of the loans Esusd
1o individuats has doubded and, the end of tho year, by
ha volume of the customans and morgage loans has
exceaded 16 milion LSO, with the growih rale of
approximabely 103%

In 2004 TRC Bank slarbed wiorking on introducton of a
i product - credil cards, which will be another novelty
for the Bank clients and will facifate incroase of B
level of their satisfaction. Development of retail Loans
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2004 Bemals g abilasmmmdada, InSqamag b ol
nledyrfinadng galhads bagfioedn dnfidgaeds 200
dngarnb el gwdﬂﬂﬂ s a:hﬁmﬁ'nﬁmﬂr- 125 fince-
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AMEBIICNL LESDIEDIAR Bimd N0 8NeIEI0m
LOAN PORTFOLIO BY SECTORS

1. godtirda 34.8%
Trading enterprises

2. BamBmyhs 15.0%
Manufacturing

3. prenliBosin B.4%
Pawn loans

4, baBmdbBafgdenm 13,78
Consumer

5. Brdlsbmida 12.7%
Services

6. 886 3cmbe me pdfagn Jrbigde 4.9%
Real astate and construction

7. gBaSpadngs 5.6%
Energy

8. Bdnfly dmgbggmmda 1.9%,
Heavy industry

9. yeo@qbo jaggnndo 3.0%

10. mabamfighn Lggfmgdn 0.5%

Other
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2004 Bemals gabBayrmmbadn gamBymibms Mmafalaea will remain particularty important for TBC Bank in the
ghegbageyrgs @2 sofaghanh baalba, 3abbme- coming years.

Gegenms baySagndm 2 Ly

%ﬁm: sl dabatle, Drastic orientation of the Bank on business loans has
Ewﬁ:'; dnma BjeBnbindn resulted in succeshul growth of the credd portfola of the
ganbys JaRbmBaganb Bank. During the year the portfolio of business lans has
2004 2 b wmaammmmnmusn,qwm.
B ot e Eo e IR e O e Parallel 15 increase of Bhe porticlic, the dvarsdication of
Bempymenedod E96-l g smas lﬂ!dqﬂif;fil ’::F‘l' ihe boarns by business sochors B also noteworthy.
HW::WWEJ Bam Dwring the year cartain measures have been taken with
Emmmha% ihe purpose o activale crediling of corporale secion naw
afsdneqagnabn banbig-lnmnm d &n, pricing system has been established for businass loans,

inlerest Ates have been significantly reduced on bath
short-term and long-term loans, credit lings and gver-

IMAHETICNL LEMHTIA TS BIEDIE TN LILBIANL
AMEIEMBMN A0LIRIOM
LOAN PORTFOLIO BY LOAN AMOUNTS

1. 1000 maabmy Up to 1000 GEL 0.3%
2. 20000 mofabmg Up to 20 D00 GEL 56%
3. 20000 - 50 000 morabmy 20 000 - 50 000 GEL 51%
4. 50000 - 100 000 gafiadgy 50 000 - 100 D00 GEL 7.3%
5. 100000 - 500 000 ensisBpy 100 000 - 500 000 GEL 3 5%
6. 500000 - 1000 000 moisdmy 500 000 - 1 000 00D GEL 27.7%
7. 1000 DOO - 3 000 000 emamsBmy 1000000 - 3 00O 000 GEL 17.4%
8. 3 D00 DD enaiby Bndn Over 3 000 000 GEL 3.0%
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Bo ol s 3 medm 3 It Hemy Is ‘hfima, dralts; risk weighling lechnolgoies have been developed

Jn&m::ﬁh Hagtamnn by mafagn dabalasmnabeopde and eredil personn has been specialized by seciors;

ma badfrnaghde gebajagenadol dgidefipiel Bobeak- increased levals of authorzation have been established
MJHLWWM deabeabals e with the purpose to take quick and fexitle decisions with
:l'?ivavaq'g i S T Eaﬁammﬁﬂhlmnaﬁ conmsderation of cuslomer damand

dnadarfam: o L jSnmaden Jespmafn pol qenabsfeenfemdaly

s lbatipih. Fram the year 2004, with consideration of farsign risk

insurance in favar of the customers, TEG Band has
actively staried cradiling in naticnl cwrency, By the and
of the year 2004 the loang msued in nations! cumrendgy
ancesded 20 millien GEL and was charactenzed with

increasing rends.

Dwring (he yaar 2004, for the first Gme n e Bank hisio-
ry, the lotal credit partfolio excaeded 200 million GEL
and made 125 million dollars in eqguivalent. The volume
of credit portiolio during the year made 48 milllon US0,
or has ncreasad by B6%.

Cwiring tha year 2004 ihe software sand the Bocoomting
level of the Bank has improved, The specialization of
credit officers has been reflected in the software.
Consaequnitly, the mischanicm of intemal control has
been upgraded and lime ol the personnel has baan

Eaved,
LB B % LGS s ™) During the year 2004, we have Increased the average
SuRJa0lL 8NeIR30m tarm of the portfolio. The volume of the loans with over &
LOAN PORTFOLIO BY ORIGINAL MATURITY year term has sxceeded B8%, Long-larm loans ane par-

tcularly conveniant and popular with 1he cusiomers. The
loane enabla them io carry oul long-tenm investmant

projects.

M iz nodeworthy thal paratied to growth, the high quaity of

1 credit partiolio has also bean mainained. This indicates
high techologies of risk management and highly qulified
riak-managemant in the Bank,

The grewth of the volume of the Bank credit portfolio,
high qualitadive indicators of the portlolio and the frend of
3 decreass of the inlerest rales prove the correct direction
af Bhé crandit aclivities of the Bank and faxibillly af e
Bank eredit palicy in lerms of the markst deweloprment,

1, 06 eggfmg UplGmenth 32881  14%
2. 612 myydpy B-12monthe 44505  20%
3, 12-36 aggigy 12-36 months 16,462 7%
4. 36 bganm  Overdyear 133.580  50%
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Ve BRANLH

Samilar fo the prewicass years, TBC Bank Vake Branch
hirs again payed :igl‘lll’ canl ok N Strengineming of the
leaddeng posiben of THE Bank i lhe banking ayslam of
Gaeoegia

Tha yaar 3004 was rather suceasshd for the Branch: i
has strengihened 15 posibon on the BEnped segmeant and
increasod its morkel share

Tha acten work carried oul with the PUrpoess o aliract
sirplagic clants, parmanant GoRoEM On IMprovement o
1ha saryecs -!'I:J:Ih[:.' penievad (he resguensd resull n 2004 -
ihe assots of the Vake Branch have increasaed by 35 mil-
lion GEL, credit portlolio - by 3T million GEL, folal
deposils - by 54,5 million GEL, and the net aamings - by
4.8 million GEL. Such dynamic mcrasss of the inancial
mdecalors defntily spaaks for successlul opedation of
ther largesl branch ol the leading Geongian Bank

TBC Bank Vake Branch also stands oul Tor novelles
introduced during the year 2004, including direct involve-
mianl of increasing numbar of $all members in the sales
pnGCESS Nas first baan stared y Voke Branch, and has
further strengthoned the position of ihe Branch on the
revlmil segmeant

Due 1o the boyalty of our clonts. mone aclive work on the
market and high quality senice offered 10 our clents, Bhae
Vaka Branch will furtharmane strengthan s lsading posi-
tion in the Besd Boank of the counlry
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@aariliglngesh 2 Beanl aegneny gafeds gy 10
remenba erafiol deygeerdal L pRgeede Jofdggeel
B oo smbndis, Biobms fmpgds g0 | Snaperid marils
avaieegs. omeiloans Inbagrmesn Lublegbob Brry-
ot g F GeeemB ot gapoadacida,

2ol goeanegon gatn yafie JedgBnb byadybantsmyal
abn @ mergl s exrmpBes Ladndbdafgdeos g
ndewma gt mogSnmndaiedn, gremarnl dadaesds jenn-
E@nl sBaymeanensday s Baliongal Badbndarrntin jmd-
mestiignls 496 mfhogb@ntgdmen,

HI0A Baesly medalin Bol s BBy bamegbam gapgmih-
@ badimdodariabem ga ndemg, i babbgdob dnmemds-
B, am'!l.uli ﬁﬂaﬂ-ﬁ“ L'.al.'.hnl.l- Eadlu&la.:rﬁﬁn Eﬂuﬂﬂ-
43, hig 3ama, BB badimpabde gabagagangde. 5
pgenengds gofink gnesnamnb b Rgmedm dmdameal
Bepatn snbaha. ondnbin 346 jn Snpingag sbgppbl
Jendetiol desmbevgfiok shagna’bly, Bladednlag, 205

Byl gogag pom prdaSgagmyds bybbel agmyda ma
aanagmada Bobn Gribabmfgda.

avdrlrcs Bl 5oz oGl BrmBbatmfiaBsd
— b gmdagal Sellygeatenn sbgandhy eabbal S abel
Ligfignlds jogan tgfe asgomanes geesagnnl Babbm-
hny geongbghgal dafigmat oSmngfmmda. dam 24
Il mafidl apemesiadin Bdabilng® g donen
abgafndby mebibol dafeba bolbol malegeHem op
Badlonnls paliabrigamag,

&34 ATOE

VERA BRANCH

‘era Branch celebrated is second anniversary wilh 10

million GEL worth credil portiolio and ret eamings aqual
b 1 million GEL. The wilume of the atiracked funds has
doubled and has excesded 9 million GEL.

‘iara Branch was esfablished for serving individuals. The
siralegy has proven mght and currently, the Branch is the
laader in consurmad and margage ending. Branch work
it oreniad al customer satisfaction and creation of mas-
maim comfort for them,

In 2004 TBC Bank has significantly improved the condi-
tihs of consumar and mongage loans. Bolh B mx-
i woheme and tarm of loans have increasad. Inerest
rates have decreased. The changes have also reflecied
in ke nereans of (he eradil porfala of the Vara Bruneh,
TBC Bank caries out constant analyses of the demand
ol its elienls, Eﬂuaqunnuy. in the year 2005 ha
process of cradiling will be simplified, whila the cosl of
service will be reduced.

Tha nisnw lachnalogical product aof TBC Bank - dagasiling
cash on Atctun] throwgh ATMsa, has furthes simplified the
process of redaticnehip of the larget cusiomears with the
Branch. They can deposit monsy wilh the pumpase o
repay loan or incregse (heir bedance any Bme, round e
chack.




:
1 ETSaN AERNSNEN MO0 AMMUAL REPORT
A, . A

dmMaBaNeE0L BOEMEN

anndalin B il BenaBBebgnb mpnmnsess mdammalals
By aebmaghpbaem e, agancogpboyrdogab
avﬂqlu}ﬂn‘nﬂ'ﬂu. |n:\.d-'w\.15d‘_| |-""H'|:|n¢u-l‘i-ua|—_|:u| Ay EI.1D'|.||":|.
E—H']-':mbﬂfl-na-a vl erahu;.-?m'.n:. [ '{I"'L"'._I?F""
doffeplanlssmands, Mimdgrmmas mggnlandngg b b Mol
oy Jogmadnls 08 Balngnio, 2002 Benob mybolngmad g
o gaafibing 24 basamshe Bedbabafiabal noblfn bab-
Al = Batimlin -,

ﬁ-ﬂ;lﬂ .'|h.1-;r-|"| Sl'rﬁﬂ.'tﬁlub’.l .fra,:rr"mﬁ‘-rm.. aﬂdWﬂﬁ:
pebbefinngenge, Holbne domaandng bagfaadm dewid-
gl 1 Ok - a0 "h-l“‘-up-a-:-a_\ﬁ-'--'.b&&h. aab-dqn:-.]:rﬁn:u
mpoly gabBagremdadn gremnarmh Radrryyamedms Lida-
dngrgfin baySmendim Indfidm e o Jerogbdiga,
Femligenoabagy mapgaBacons afdnemgsmnabn

st Sl ia

ﬂ-;n.:-ﬁarl-g-w'\-'\.l lﬂﬂ:—'u-:-ﬂl}. H]JJJJ. i‘lrla_--!flﬁ ﬂl.'u:l_uu&.'.ﬁl
enndinbin Bab gl IFnefindalam pemag Mfigda afmbgémesn
Jenghdatal jdaprmaegdnh Tomdngn sdatenpia e
Bamanls Snhbgb- smblrpedagngdol gabggs, Hag

st pobbrfipnaesmata 2005 Baymbag.

GodaSaEI3N0L DNENHED

Badogmamngnt gnemnagmn, gnbablofin Bafggbodenpials
Gobgmaner, andobe 3bgal Fegnm Sgm&g meoneen
ainganlsda, 2004 Boeeb Bolsn addngaBn b, 1%6-nm gantba-
@ i 19,6 doemembn enafin 3emanba. bl deagel
ameeesnl beyfagedm Jofidggaes 19,2 Sneomb
::-anlﬁ-"a H-naqglﬂa-, b-—l-:;u- qnlﬁ%ﬂ,ﬂ:ﬂa 5,:] ﬂlﬂr_ﬁn-!l
pmafil, Mgy Snbadalinbop 5,8 mo B2 B%-nab bfigal
greondibeiradila

Basdapssgmagnh gynemnnen pennbaath boagabedl aandala
Sabgnk eoosn ok yaaee Megraddl. geceerl
L'i;]lﬁﬂﬁ\.l-ll'ﬂl mauzﬂ::‘l"llaﬁil |ua:|.1n':|-|1-1¥11-a|.lb-a-n|_-:ul dl'a-
dsbania, ibgsmalibgy dademghal saba pofa Inmiala,

MTATSMINDA BRANGH

TBC Bank Miateminda Branch = sduated in the central
par of Thilisi. From the very beginning the Branch was
aisenied on sandang e oempanes snd indhdduals, with
the offices concenbrated in this part of the city. From

June 2002 the Branch has been operaling rownd the
clock sErnce cendre i Ranked™ Hotsl

During the year 2004 Mtatsminda Branch managed io
activale scecants ol about 40 new companies. As 5
mesull, the credil portfiolio of e Branch has increased by
1008 Diuring the pasi pedod the branch has established
a slable credil porfolis and clisnlela, and is planning
bong-tenm mdationship with fham

As in case of TBC Bank as a whole, permanseni
upsgprasdiy af the: lawel of satistacton of cignts and ofiering
tham business-consutialions slill remains a lop prioly
for Mtatsminda Branch

NADZALADEW] BRANCH

Nadraladew Branch is the second branch in Thilisl by
financial indicators. In 2004 the assals of (ha branch
have increased by 6.1% and made up 1o 1906 million
GEL By the and of B yias the credid portialio of the
Bramch has reached 19,2 millien GEL, the depasils - 5,7
millian GEL. with the respactive growth rabe of 5.8 and
828 %

Nadraladevi Branch offers s chonts naardy a B prod-

wcts of TBC Bank. The clents of the Branch ane medum
and largs sipe companies, also individuals with diflaren

levals of incorme,
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SAMTEKHE-JAVAKHET! BRANCH

Far the T years of iis existence, Samiskho-Javakhedl
Branch has been olfering highly-quaified and efficient
service 1o the financial estabishmants, legal anlites and
individuals of the region, The year 2004 was very suc-
cessfil and significant for the Branch - the voluma of the
cradit portiolio of the Branch has increased by 100%: the
accounis of legal entities and mndividuals have also
incréasad drashcally,

Cwring lhe last year, Samtske-Javakhati Branch has
fundad high-seasonal small and medium size business-
es objects, which (ecllitates development af tourism both
in the Region and Geofgia as a wihohe,

Samiskhw-Javakheli Branch conbributes a lol to avery
achisvemen] ol TEC Bank. A= a rezull of ihe Wesiam
Union research camied ouf in 2004 the Branch was the
firsl ane by the service gqualily,

The siralegy of Samiskhe-Javakhab Branch is directed
at maintenance of long-temm relatonship with igs clients,
a5 wall as aftracting the potential customars in the
regions and estabEshmeant of lang-tarm and stable rela-
tipns=hip with them.

KVEMO KARTLI BRANCH

During the year 2004 Kvarno-Karlli Regional Branch of
TBC Bank has traditionally mainained the leading post-
ion on {he local market. By the end of the year, the
share of TBC Bank Branch s Kyvemo Kartli Region hag
raachad 43°9% an the credid market and 35% on iha

deposil rmarkel,

The posltive processes planned i the aconomy for the
wiar 2005 will probably have favorable affact on regional
lewval, sinte lags indwaleal companss are losalad n the
region. The mentioned trend will increass the credit mar-
ked of the region and will assist furiher active develap-
mani of Kvemo Karili Branch on ibe kecal markel.
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KUTAIS BRANGH

in 2004 the Mational Bank of Georgia has nominaied
TBC Bank Kulaisi Branch as the best bank of Imaral
for the Tourth year running. This has strenglhenad the
stotus of the Branch as leading banking instiution in

Imereti Region.

In 2004 the share of TBC Bank Kutasi Branch in the
iotal credit portiolio of the region was 24 5%, while tha
sharo i deposits was 45%.

Dwiring the kasl year Kulaisi Branch has complated for-
mation of service cantre for individuals on the first floor,
This has snabled the Branch o divide cusloman by seg-
ments and, at tha sama time, 1o improve the senvice

qualdy.

TELAVI BRANCH

3 years have passed sincs tho establishmont of TEC
Bank Tedand Branch, | constantly masntains the positan
of lepding bank on The regional markat.

Tolavi Branch offars full package of products of TBC
Bank o its chienis. The research thl has besn camied
out indicalos that the service boval offored by TEC Bank
Tedavi Branch i much highar a5 comparad 1o tha oo of
compatilor banks in the regian.

Durirg thie yiouee 2004, i cfisde potholio of Tolaw
Beranch has increased by 18%. assets - by 29%,
doposits - by 98%, and not samings -by 63%. By the
ot of B woepe, B shang of TBC Bank Tokawl Branch
credil portfcio on the regonal markel mada 46%. whila
thi shard of Sopadils wis TN,

During the year 2005 TBC Bank Tolawi Branch is plan-
nang dragtie growth of Branclal ndicalors at th expango
of upgraded sandoe quality and product Nexibility, as well
&5 redesign of the vinery funding profects in terms of
gimglificaton of thair conditiong,
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POTI BRANCH

Year 048 umed owl 1o be quibe swocessiul for Podi
Branch - the tolal aeseds of the Bank has significantly
increased as d b v prévious year and
exceedid B million GEL. The wvolume aof credit parifalia
made over T milion GEL.

Far the fifth year ihie Branch i= stably maintaning leading
pasiticn an tha fagi miarkat and offars the Bank cus-
bomers full package of banking products and high-gualty
EaTViCE,

BATUMI BRANCH

TBL Bank opened a branch w Balurm in August 2004,
Starting from the first day, the Branch has basn offering
its customers the full package of banking products of
TBC Bank {axcepl far cash coflection, which we ang
planming o inbroduce from the second quarer aof 2005).

The siralegic segments of the Branch are the corporabe
chents mnd average sloe ompansss functoning in the
ragion, Wilhin tha 5 months ol its functionsng, tha Batumi
Branch has achieved significant success an tha regional
marked in terms of reaching 1he set goals. The comps-
ance rale with the planned wolume of the oredil portfalic
was 320%, while the same Indicator for deposit was
200%,

The research carmed out in terms of conswmer segment
of B regicn made il clear thal establishmend of 1he
Eranch has iniroduced significant novelly on the kocal
banking markat in barms of effickent and high-guality
BEMVICE,

Baturmi Branch plans the 120% increase of cradit and
deposit portfolios dwing 2005, which will respectivaly be
reflected in increase of eperational revenues,
Comphkance with the sat plans will enable the branch to
assuma the leading posiban in the Banking System of the

region, which is guile possible within the next one year's
tim, due to the patential of the Branch.
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In 2004 THC Bank has continued impéementation of its
stradegy in larma of social oblgalions and has become
even more aclive in developmant of its pubdic activites.
In paricular; in 2004 TEC Bank made significant offon
mnsd allocaled malensl redonces o suppord cullure snd
groups of people in hard social conditions.

THC BANK HAS ESTABLISHED ANNUAL LITERARY
AWARD “SABA™

In 200 Eee Bank confineed e tradiion of holding an
anrwal liberary award “Saba®, which was first estabished
at tha beginning of 2003, Every Spring, this award vall
evaluale lilerary process of the previous year and dislin-
guish the best works by the Tollowing nominations:

The best novel of the year

The besi collection of posm

The basi piay

The bas! prosaic work

The best Merary cntic

The besi iransiation

. The besi debul

. Awvard for the special conbifbtion o developrmisn
ol Geodgian ltarabures

B Eh e b b

Dher lounders of "Saba® pasnd are - Asseclabon of
Writers “Gaorgian Pan-club®™ and newspaper “24 hours®

A competent jury compesing of T persons will revoal the
best works of ha year.

The sacond “Saba® awand ceremony vwas hald on Aps
27, M4 - inemational book day. The winnam recetved
special prices and monelary awands - in the amount of 2
thousand GEL in the first ¥ nomnatons and 5 thousand
GEL im the iast nomination “for the spacial coniribulion o
development of Geongian lieraduns®,
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"GEDQRGLAN HOUSE- MUTSO"

mmmcmmmdmmmﬂmmmm
= Mutso™ together with company
"ARCIS Hutmllmﬂtlwmﬁdﬂ—ﬂagnnl
Khevsurati, with about 30 ciladels houses, four lowers
and sepulthres. For tan cenburies now, Mutso has baan
pratically deseried by ihe local population. This hisloric
ensembde (s falling down, iIncreasmgly, morne and mone

frawn yoar ko year,

Physical restoration, as well as assumption of ouristic
functian 1o the localation, is azsential for Mulss, as an
unigue ensambbe.

Tha objectve of the propel "Georgan house - Mulso® s
te Familirizm the public with the gorge, 1o promate and
rehabikiate (L Architeciural sxpedilion was anganized
under the iniiative of TEC Bank and company "ARCI.
Thee conditaon of [he ciledets was assessed Rnd recon-
slruction project was developed during the sxpadition, In
2005 we are planning lo implament the neal stages of
the project.

RESTORATION OF ARCHITECTURAL MONUMENTS

In 2004 TBG Bank has completed restoration of Focal
gaing an Tar faw years ihrowgh TBC Bank heding.
Curranily. the monasiery is fully resiond,

Focal monasiery is siuated near Southem border, close
by it Pirivvani Lake and is maslly sufrounded by non-
Geargan poputalion, The clergymen warking in Lhe
monasiery have lo deal wilh quits tough cimatic and
social circumstances. So, resloration of the monastery
by TEC Bank has also provided the clengymen warking
in the Monastery wilh basic living condilions. For this
purpose, TBC Bank carrias out relevant aclions on par-
manant bags, which is parbculady imporlant from Stale
and Mational wiewpoint.

Construction of bell-lower for Svatilskhovell Temple in
Miskhela i another nobesorby project, In 2004 TEC




MraLO S350 SdmdIEI50 30THEGIEN
LWERIAMBOM R35I3RISIATOS RakISAIZIL

2004 Bgenls swndinbn 336 g0 addyrafag sbmpngengbos

Babgn bemgnacmog
Sendlg dndimdgdol Bfmby dapyngBdgdel psbe Lalyme-
pyeben gebilmendaangdl, meaybelgngal,
Btpn o B doan 8 payfbogedals g by

m&ﬁpﬁm,'w Ly, ey e
gapegboee babmpageplob” gnbeblgffn grbrfcs
FasligpgBnly bagfmadrnbe rfigabrbagmns.

la'brry sprentulonal enndialin Bl pols Joeflbbrentfioalo
arsdneraegnabos. Lgfentrgen Seefgadore g grbara-
WW asbbmymgengdes maggadnenn

& PN JESIANEN 3004 ANMUAL REPORT

Bank contributed significant funds for the construction
mnsd e conslruclion will conlinua in 2005,

From the restoration projecis implemenated wilh panic-
pation of THC Bank we would alds like bo menlion
restoration works of interor of Thilisi State
Conservaioire, alse TBC Bank funded. The project was
complated in 2004, In 2005 TBC Bank will parbeipate in
funding of reconstrection works for Thilisi Thaartre for

Musical Comedy,

TBC BANK PATRONLIZES “THE SOCIETY OF
PEOPLE DISEASED WITH MULTIPLE SCLEROSIS"

In 2004 TBE Bank was vary acthvely invohved in process
of material support of people dseased with multiple scle-
rosis. Starling from 2003, TBC Bank has become a par-
e and financlal donor of “the Soclaty of peopls dis-
oEsd with multiphy sclerosis”,

Tha goal of tha Sociaty is to provide free madical ald,

mants, e, uummm:mmmm

Pamnars of TBC Bank in iha “the Socialy of poopld dis-
iAgad wilh multiphs SCBrOSIE" am Ty mbEmationn
crpanizations. TBC Bank views its cooperation with the
EBocioty as 2 long-lerm. Malorial support and spacific
measures & planned for the year 2005,
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B R THE

TEC BANEK FUNDS STUDK OF DISABLED CHIL-
DHEN "ART-HALL"

"Art-hall® is a child creative siudio, opanaling for faw
WHArS arid ur'HinH hlillll.ir'l chuldrass, chitkdran disansad
wilh dizbabos and disabis children, Thera are thaatrical,
musical, fine arls, elc. circdes, as wall as news-paper and
radio staton funclioning @ e siudis.  The goal of the
"art-hall” is bo devalop adisfic rmsourcas of disabled chil-
dren, o provide them with education in an and o alfer
psycho-social rehabiiiaton

In 2003, TBC Bank stanad active cooperation with “ari-
hall* and ils financial suppor. The inancel Support has
continued in 2005, The hends provieded by the Bank have
bean used [0 58 up an afice and o carry oul vanous
events and actione, arganizad by “ar-hall”.

The inlention of TBC Bank in this prodect is to contribule
b incmased involvement of disabled children in public
aciivites, o create conditions for their rehabllilaticn and
libaration fram peyehological barars

23
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Profit & Loss Statement {Cummulative)

Inevest Imcome 16,746 I ) 1435590 106544

Inerest Exponses 11,078 o) 1% 42,040 30,964
et Interest Incomse 25,470 1m) 34 101 550 75579

Noninserest Income {met) 16,534 Innd 130 IR | 46473

Admmninatne Eupense 17382 1y T 97 514 [T |
Nel Noninterest Income -RES) ™ i MATT -33.621
[ Tutal Operating Income 53,181 % 3% 106948 15Lebb
Tasial -ﬂpﬂ'lﬂl! Expenss IR ART e 2 139576 110,408
Frofii befare Lowes T4 R T S 67,073 41,158
Provision o Losses 5,343 = 15 34,445 29,102
Profit before Taves 19,471 P 1 AL617 13,15
Taxes 4, 14% A% 4% T T 1648
ort Profis 15523 il 161 PNl . 40H)
Balance (End of Period)
Cash 12 1 et 117,856 5,651
MOsTD 94 5 T4) Fi it 1A F
Diealing & |mvestmens
Eﬂmmlgm 2677} 4 [N B 48 sa.w]

Poetfistios 1,272 m 374 000,720 659, 448]

Lo I Repeives. .1%,554] 6 9%, G0SEE[ 45034
Net Portfolio 115,717 I T v T
Iovesiments 0452 1% A% EARE 23,479
Fined Assets 0,541 el 29 102,198 &1,658
Otther B.259) 1574 2% 46,553 18194
Total Asscls 195,424 2% M 154,757 1148303
Bank Theposiis 3,147, i 13% i ik 5,937

Cuirrent Deposits 101,931 2 3 44528 29T

Drmmassl Depunsits 75,664 =y [T 140,467 4,503

Time: Degrsis 104,651 T i 331,257 22es9e
Total Depuaits 18156 3% a3 916251 63399
Borrowings 28,410 1o 1 e
Other 20,347] 4% iR 46,90K] 26,561
[ Total Liabilitics 334,161 m By L5006  9ie145
Total Capisal &1 .260 2% 2% e R
Twinl Linbilities & Cuploai Izl s B 1545, 744] 1,154,260
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Zlf ErnsT & YOUNG

Ell ERNST & YOUNG » Emst & Young Audit, LLC  w B0b 366ba g6 ooy samodo

Leselidze Street, 44 L Jotfengaenes, 0105 mdogmabin
Thilisi 0105, Georgia sogbgerndab afle, 44

Tel: 995 (32) 75-1064 S 995 (32) 75-1064
Fax: 995 (3X) 751066 e 995 (32) 751066

REPORT OF INDEPENDENT AUDITORS

To the Sharcholders and Board of Directors of TBC Bank Group -

We have sudited the sccompanying consolidated balance sheet of [3C TBE Bank and i subsidiary (collectively
refermed toas the “Group') as of December 31, 204, and the relaied comsobidated satements of income, changes in
sharcholders’ equity, and cash flows for the year then ended. These financial statements are the responsibility of the
Group's manegement. (ur responsibility is to express zn opinion on these financial statements based oo cur sudic,

We conducwd our sudit in accordence with Iniernational Stendards on Aodedng, Those sexndards require that we
plan and perform the sudit to obin reasomable assurance about whether the fnancial smtcments ane froe of
material misstatemnent. An audit incudes cxamining, on & test basis, evidence supporting the amounts and
disclosures in the financial satements. An audin o includes sseasing the accounting principles used and signdficam
estimates made by managemend, as well as evaluating the overall fnancial smiement preseniaton. We believe tha
oar audit provides a reasonable basis for our opinion

In our opinion, the consolidsted finandal statements referred 10 sbove present faldy, in all materdal respeets, the
finsncial position of the Growp as of December 31, 2004, and the results of its operations and its cash fows for the
year then ended in accordance with Internasona) Financial Reporting Sandards,

April 15, 2005
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Drovwvnber 3L
N 2 MR

p— iy
Cash wmdd cash cquivalengs ] 3,154 SE. 181
Mornemims dhae fromm orecht snaoimnnne 5 LCTCY | 11 FHil
| ivedmchit soidfahes 0

availalide ferwals -_I'H' l'l‘l"'

bbb ity b TH [ fe2
|asans o ustremeTs ¥ 3.2 504 | 46 4=
el IPRELIETEnas. 1 e H AP
Dhedeiral b ssices 1} 1K
Invresamicnes in awsciaics o] oon-comsolidand sehaichanes L T3} TET
Prospsewny sl exquipsmamst 12 A1, 145 108 508
I nzaniille asagts 1% W7 ey
I Mbed giices 14 1061 (L]
Toaal asscrs Ty KLATS
Liahilitics

Tenies ot [0 Crechl ansei st 1% b e L 1% 572
At nisrts ardread ho cusbisc 1% 2R4AT (RE R ]
Tax [inhilizies I 143 %1
Praw pasns 17 B3 554
bt hakmlines 14 Al Ll ]
Toaad liabilithes AW 215,715
Sharchaldders cquiey
Slearr i apiial 1K LR £ 1R88
e labetin winally |1.lui i |Jrr|l.1| i 718 4. T8
Reserves 1,277
Fcraimed CRITIETS 45 T 33510
Toal shareholders’ equiny 61,361 45 5%
Tl liabilithes wnd dharelolders” equiny M 261,574
Financial comamitmeens and contingencies 1w 22 I8 ]

Signed and authodzed for release on behall of the Board of the Group:

I Posinion:
Vakhiardy Butskhnkidze General Dhrecior
Varn Baliasheilh Deputy Generul Dhirector

fprl 13, 265

The .m‘-u.mlrhm;.'}r.; madey ,m-.r.ru " .Ilh'."r.q.l"d."pll'l' of fhese _.'.Trr..-.l.l.f..'f.r.‘;n'.-m.l.n'r.




COMNBOLIDATED STATEMENTS OF INCOME

Sl ErNnsT & YOUNG

Feuws ennced Devember 3
Nofes 2 208

Interest income
Loara 3L 27032
Credit inaina oo 2325 2335
Serurities 24T 1978
37 o2 0342

Inscreat cxpense
Diepssits 5,681 9422
Berrrurwings 1,410 1,553
11,091 10,775
Met interest income 2550 )
Imgrirment of interest exrning wscts i1 4 T4 3,959
Pee and commdision income 12458 10,065
Fie and commission cxpense 1,624 1,450
Feta wil cosmmbisbons 10,874 BE18
Gaima less losses from availsbie-for-mle soourtics, oot 3498 .

Galon leas bosscs from foscign cummnces:

- dealing, net S4TT 2752
- manslation differences {4)595) (200
Share in losses of ssscciaes [r.". 1] 30
Ohther incoene 1,069 ThE
Mon ihtenal fneame 5 558 2 501
Salarics and oeher empiover benoiin 20 5 862 817
Adminimrative and operating expenses 20 6,265 3,992
ighion mrsd wresrmsEtcn 1213 1,508 1,315
impasnmens and provisions (reversal) 1 563 113
Mon lntesat cxpensc 18,42 18,247
Income befare income lix expénss 19,558 14577
Income fax expense 9 &N BRG
Net income 15,747 140

The axcompaanying moler form an infgral part of these financial statements.
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CONSOLIDATED STATEMENTS OF CHANGES 1M SHAREHOLDERS EQUITY
For the vears ended December 31, 2004 and HW13

{Thousands of Georpian Lard)

Aukclrforsd Hradigrfon oo
gl fer Hetodoeed! T sdpeedfedibrs
S copaitnl  capairad (L T pLry
December 31, 3002 5 i 2 98 23 04EH - o 46
i hr-l'.l-l'ur.lnl'-_u'ul'u iH5 Y SR
1 Rvadcnads L L
Nt (ot S Sy SR ... ‘ 13491
Decomber 31, 2003 5. 5R5 &, 715 18539 r 45639
Revalustios, oed of rax 1. 27T | 27T
Drvadionads 1, 1, 30F
MEr I 15747 15747
Diecemiber 31, 2004 LY 4. M8 49 G 1,277 61,360

Tl mevomsparamag weder fomr ann infepral fuard of e fmenaaal solemmeni,
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CONBOLIDATED STATEMENTS OF CASH FLOWS

For the years ended December 31, 2004 and 2003

(Thousands of Georgian Lari)

¥ endodd Decommber 3.1
Nofes 21 200
Cash flows from opersting activities
Interest pecenved 36,658 J1B98
Ieterest pald (11,587) (11,943
Fees and comméssions received 12454 10,065
Fees and commissions paid {1,524} (1450
Realised gaics loss lossss in forcign currenccs 5477 1
Onher opersing income 1,358 102
Saluries and benefin (9,BEZ) (7817
Administrasive mnd opomting cxpeosc |t 255 35,975
Caah flow from nctivities before changes in
operating ssscts and DEATT 19,564
Miwf.ﬁr-nﬁ afenning aunnit
Cibligmiory rescrve with NBG {4,733) (5,908
Amonanty due from credit inssiputioss 24, 485) (1,604)
Loars b ouEtomery (70,595 (50,088
Other sssets @59 B311)
Nt imersase [ fdvernasy) in epweraitng Babiksier
A craced b ceeclin insmieaBoes 18452 23613
Amounms cwed b0 customers 0B, 543 59 890
Other Hahilities 1,600 |
Met cash flow fromn epemting sctivithes before income tawes el 15 20150
Corporste income tax paid {4,042) (1,585)
MNet caah fow from operating actbvithes 40,776 18,565
Cash flows fooen nvescing activiiics
Prarchases of isvestenens ecurities {1 260 25
Proceeds rom sale of imeesimicn: soourides 4 05 .
Mot trestineats in ke 3195 -
Purchase of invemments in affilisres - [y
Proceeds from subaidianies 1215 1
Purchuscs of propory and equipmens (9,340) (3,288)
Pusrchased of Iatangihle sssets {382 43
Cash flows from Anancing scdvides
Capital contnbuticns - 2 B0
Divicends paid {1,300 {1,000)
Met caah outflow from fnencing actlvides {1,300 1,802
Bzchange rates ebanges effect an cash and cash equbealonta {5.71H) 501
Met change in cash snd cash equivalents 25,0035 13,504
Caah and cash equivalenia, beglnning 58,18 A A6TT
Cuah wnd cash equivelents, ending 4 B3, 184 58,181

The amompanying motes forme an integral part of thesr fimancial statraents,
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{ Mhewsawals o Corargtan Lari)

1. Principal activities

|5 THC Bank {the “Bank™) was formed on December 17, 199 aa g joent sinck company ander the lows of
Crenggin. Stock of the Bank b non publicly wrsded. The Bank possesses pemeral banking boense 85 frm the
Murional Bank of Goonga CNEGT), pramod on Jenuany 20, 1993, The Bank®™s reggaeend begal addeess 0 121
Rusesveli Sereer, 3HITH Borjomi, {renngis. The Bank b the lerges bank in Geonpa in cerms of wotsl sssems caboulaned
unider kocall secountng mdes.

The Circmp scoepes depenais from the pubie amd rakes lans, trenafess paymems in Ceeona snd cheoad, evchanges
cunencics and provides commerdial amd mvesoment banking scrvices o o commercial and romil cusomemn. [
pruan ofFece i6 i Thalisl and it has ten branches in Thilisi, Rustivn, Boatmisi, Pots, Borsoo, Basimn smd Telsw.

The prewented finencaal stilements contian the sooounis of ihe Bank and i subsidisey = |50 THC Leasng
feollectively referred s as the “Croup™,

As of Docembser 30, 2004 aned 2003, five share boddens ararmod H2300 of the outstarding sbhascs.

As of Decomber 3], 200840 and 2003, members of the Supervesosy Baoand controlled 42,032 shares, T806% of the
Gromp. The Group had an avermsge of 460 omplovecs during the year (3003 = 390 and 5040 cmployees st the end of
JNH CARES = 430

1. Basis of preparation

Creneral

These cormedsdated Bnancial sistemends [heronadwer “finenoal starememis™) have boen preparad in socondance with
lntermutional Firancal Repomiog Scndards (CIFRST) wioch comprise sasndands and imerpresanons. approved by the
Imicrmtwnsl  Accounticgy Sordamis  Board, and Iniometonal  Accounticg; Soindands (fIAST) and  Sanding
Inierprewtons Commince micrprewtons 5C") approved by ihe Inermsgonl Acooenong Samdands Comminee
ihat sermmm i effect. These foancisl skifeienis are presented in thenmargds of Ceompan Lan (SGELT) unles
cthoraiss indcared, Transacoons in aarmencies ather chan the Lan are tested as ransactions in forsgn cumencies,

The Bank and its sabsadiany e mogmimed 8o mamtain cheir records and propene it frmancal statomends for mogulanony
puirposcs in Creongan Lan b scoosdance with [FRE. The financial starements ate prepated under the bistoncal coa
comrrendion modificd for the measuremont at fir value of fimancial avscos and hahilioes held for mding, as wcll o
revalustion of propemy

T1'|i; rTpaErETm ol |-:r|.'lni,-|;.l st T IOIaTs FMSNageang o make cabimaes JI'H,! ARALITITEH TS than JI'I':[I::
eepwirtod aftwsiits, These cvrmmates s hasol on infoematien avalible o of the dasc of the Aranctal satcments
Actual s, thenefome, could Effer fnom those exmmaims. The most ssgnificant esiEmuans wich eogand po those
financul statements eelase o the impatement of ks, as dsewtsed in SNobes 7 and 11,

Assiciases accounted fof under egquin methond

The I'l'ﬁn.rir“ drioscatea g aecesariae] for wnclor ERpity myi thesh

20
Associaies I % FATir D ol Al in
J‘Sll': I paiesd FFenancusd l'_.'_|-|'1;|-_|-|1|;|||.|1 435 (rl,-urF.l.l. "'u.—llll'ql.'rl.l.'irr 1z, Mastw caml hq!hTrll‘rr 12, e
L precessing 197
1505 GPIH ¥ | Lreuanza Ay (m, 2y Permion &nd My W, J007] XI5
IFuraneT
UFC Imicmmiioonl | smied AP Vengin Manch 21, Plase: cands March 20, 157
|alaruls L1 [EresTsg M|
Tl sssociaies A5
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2AHIN
Associsses Holding. % County  Daeof Indimtry  Daeaol Share in
m acypuisitio FE
J5C Tieieed Firancial Coeporstion A¥h  Gromga Ecpunhll H-u:-m. September 12, 154
1997
J5C GFIH s Gecapin Hqu_:m] l'muﬂ Dy D8, 2004 111
insucno
UL lesssnational [lmied AP Wirgin Mlwech 21, Plasise carels  Muech 3, 15%
lifanuls 2001 penceaaleg 201
‘Total pasocisies 604

3, Summary of accounting policies

Prindples of consalidstian

Subsidiarics, which anc thoss entitios in which the Geoop has an intorost of mone than oo balf of the voting rights,
o plserwise has power 10 exercise oontred over i operations, ere consolidaied. Sobwadiseey are consoliduned from
the daic oo which control b sransforred io the Group and we no longer comsolideced from the dete thas conirel
ceases. All inger-company tramssctions, balsnces and usrealised puies oo trinssotions berween. the CORTpRnEy
e climinsted: anmaleed lodier ars iso chminated unlca the naaction provides evidence of an Sapainncas of the
asnet iracidemed. Wheer necessiry, scooanting polices fior sibsdiaries have been changed to easare consistency with
the policees sdogied by the Genoup,

As of December 31, 2004 the Group cocaralled anly one mesdal mebwidiany:

2004

P——— Holding. % Coumgy Dakof Inchmtyy
fcewprenfon

J5C THL Lessing 100%  Georgn Scptomber 28, 2000 Fiomnce lome

This subakliary wes nog consolideted in 2005 becase the effict ol non-consolidition s Enmanerial

w-ﬂmimmm% TE'_‘lmlﬂl.l.Eﬂum'nﬁ-ﬂn.lp
Sniocial swiements a & whale and thesefors, this sebeddissy has oot been comolidased. Met mssen of
TBL Beoker LIC s of December 31, 3008 comperissd 30 GEL

Becogeiten of Ansncisl [nstrements
The Group mecogrizes fmancial sssecy s Habdises an i balance sheet when, snd caly when, it becomes & party o

RCTmIE.

Mmﬂhﬂ&lmﬂmﬂhumiq&ﬂhﬂhﬂ:ﬁﬂﬂﬁtkl%
enfarcrable dght o met off the recognized amousts sod thees s an inbention to settle oo & oot beass, o pealies the

nmer and seoie the Eshiliny mifmareoualy.
Finsnoal sesets and HabiEtien are imitially mocogeined ot ooet, whick i the fair valor of concderstion ghen or
reeived, hddﬂ.lqunﬂd’ujmmfllnmnﬂ.mmﬂrﬁqp-whl_dll

mesvarement of these mcos wee disclossd in the resportve scooumming podicies set oat below.

Cash snd cash equivalents

Cash snd cash equivalents are rocognised snd measared wt the fair valuc of considerstion rocoived. Cash and cuh
comsin of cash oo band, arounes doe from NBG - eocluding oldyguory reserves, and dus from credic

inasitutions thas mutoee within aioety days of the date of odgisstion wad e fee fram contresual sncemboasces

Amouni due from oedit institutions

I the posmul coure of busleess, the Grroup malnsaion cuerest sceoanis of deposin for vidous perlods af dme with
other tmnks. Amouns dee from owvds imdudons with & fissd Eetuzity e e sohsegeestly memsured st
umarized cost using the effecrve ipserem method. Thoee thar do st lhave fived maneines sre comied o cose
Ameissts dae from crnds inats tons v camied ne2 of sy allowsncs for Enpeismess.
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Investment secmrities.
Thr{ih:T el fhewl its L% Ififny P CabEgmarica:

jpomitve indoot s the shibity o bk to manrnicy sre clasificd as hold-ooemammey; s
& Secumtion that are et clasagficd by the I'.'-1u.1| a held--makansy o iradng are snchudicn] in the erelabic-
o -aude pucern fisbine,

The Group classibees. investment seoantees depeachng apon the inges of rminsgemnent af the time of the ponchae,
Shares of sssociares anad subshlisres hold by dhe Groap exchishely with & view w0 thdr futuge dispesal are als
classifica] @ avalable-for-sale, lnvoement seourites am inltially rcopnised 0 sccomlanoe with the policy statnl
b il subseupiently re-measured using the Bollossing policies:

i ekl s mnaruriry levesmes seounnies = @ amorised oo asing (ke effeooye insesesr maethod. Allowance e
EnjuEncel b catbraied on b cise by die sl

L Avelalle-for-sale ievesrmnent securines are subsequently measoeed ar Gy value, which is ogual w the marke
wahut 54 i the halaner abaied date, Whean kel secuntes widh fued maraness afe nos-rarketablde of fne matkat
mfommateen i avadable for similas imsaramenis, fair vahe has been esumamad as e disgosmes] funsse cush
flevrs. wikng curreen Insercet Fasr. Mon-markershle securitios that o nos have fiaed matusie s asicd o oo,
Less alliswamoe For demunundan: in vaber wnless theee se other sppropriase and workatss methods of resscsnabdy
enmmasing their Fair value

Craiew arad bosacy aniaieg from changes i ke (28 valor off svalable-for-asle inveammens securites aro poognised
N IDCTETRE ENICTITETT 88 Fl.inl-]ﬂ.l-]i-.ln. Frosms ovadahle-foralke secunnes inoihe Il'nnd thar Ehrclunpr PRI,
When the securites ane disposed of or impained, dhe relaed scoumraland fair vabee sdpanmens & iscluded in
thr siatcmani of i 3 jruma s limacs freem svmlable §imr-aale wrunses.

In 214 the Gievnip approved change o0 the scoounting cutirmain «of the fair value of de Giooup's smociements &n
AFS sorumees. As appased o 2003, whis the cerping valee of the investmenss was coqual 1o s hissoncal oost,
doe 1w the liewer level of Bouidiey snd maensity of mades for thene sbares. |n 304 the Grosp perfomsed o
market revahianors of s coEmumen s nt'!ﬁ'. Hank llffdﬁu’q because 1 b h;u::l.;rmtlir eraslee] = Thiblia
Sanck Farhenge diing 20 snd bl fiir rarkes quonsons. The seln of valudon wese econded i the
lin!up'l oEne wabcrnerd for e et endend [ecember 31, 2004,

Lisams bo cumsboomers

Loane grantnd by the Ceronpe by provinng funeks directly s the Beeresser sre casrpumnand as e ongnmated by b
Copoup and wr imoally recogmierd in sconadence with the proognison of fmancisl imstramens podicy. The deifiorence
Taetnieed the iairiinall aount of comisderisn gven and (he fale valie of loans s a2 ieher than marke) s s
recogmiars] in the peosd dhe bomn, s sl @ inviisd wooogreon of loses o cussmees e Gair vahie n dhe s of
nooime. Losins 1o cusimens il fiscd masuriie ae sulnapiently measaiel @ amonisal s ey the elfiove
interess smevhod, These dhar do nos bave fied mamurioes are comed a0 cose. Loans. w0 commmen se camsed net of
any allcmenee [ impairment.

Laanes are placeal oo nooeecenasl sy when fell peymens of principal o imores i modoube (8 oan wish prancigal
anad ineerein urgakd for ar lese auy dove end vhe eredn mak ssae di over ARG, Whes o boanm i plaeed o8 nos-seepaal
wtaqus, creeractual inferess ineeme oot weegriard inothe finamcial saemenn, S ooncaconsal lnen may be oeased
1 Bceriis wens when peincspad snd anrerear amnanes eonirecrailly dise ase resscnasby ssvared of repaymens wahin g
resncuable perod,

Finamoe leases and Income recogmition

Uiy piception of fnance ease the Giemip peooede the nel imdedtient i legees, wchich comiae of the wm of ke
mimenum fease e paymens, Lo the engoirmeed residual valoe fpross invesrmens in beise] less the unearned
{Emaner kease fnoome. The difforenee betwoen the grms ienesimont and it frrcacnk value i focrndod o1 uncarmcd
(Eance besse imcome. Fimence lease inoome conalss of dhe smomeston of eneamed minoe besse inoome.  Fimsnce
leaie Ecoenc i Feogknnd basod on @ pancm eeflecting conuant petods fate of reoom oon b Bel s
asiirsasnding in pespeect ool the fimance lease.

Cugnied brase paymsenies i 81 the halinee abeet date gre clasified s bease payments seconvalile in the soocampaiming
tabange shayns
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Inreption of the lesse
The: dair of Enccpiion of the ks b consideied 5o be the h-ul'ﬂ::lr-m of commisment, i carticr, For

purpcses of this deflinicon, & commioment shall be i wrideg, signed by the pundes o the tracsaction, snd shall
spectfically st fosth hpﬂﬁmihmifwﬂmmmmm i e negetiasd,
such o preliminary sprocment of commitment doo pot gulify for purposes of this definition,

Assets purchased for leasimg parposes

The Giooup mconds capinal expenditeres. rolated i accpisition of eqdpement mbject to leasing as "Assess panchased
hhﬂm’hhuiumnhumuuﬂhmu rewdy for o and being
sl erred

Sculemenis on axets purchased fior lessing parposes are secognined when the Company has & peesent legal or
consEuctive oblipiden a3 & reiult of past events, asd B b probable that as outflow of meccmes embedyisg
economic benesis will be required o setide the obligadon, snd a refisble estimate. of the amount of the obligetion can
e mmade

Chperating leases

Lesases of nssets wnder which the dais and rewands of cenentip are effecdvely retsined with the keasor sre classifed
a3l ppersiing leses, The Giooup b the lessee. Lease paymenis under operting leaies o eeognined s expenscs oo s
simadgii-Ene basis over the lewse rrm and Incloded inio sdmingvirative snd openicing expenses.

Tamstisn
The: canmnt s B chape i akubnd in soornoe with the mpulstions of Goonga. The poncal o e wa
2P in 2004 end 3003

Deferned brooene tazes ase proovided for ol tomposwry diffenences arising betaoen the tax: hasis of assots and lubiite
asnartizaton or the bailal recognition of en amet or Babilicy bn o trasssction that b not 8 bosinen combisation sad,
ax the fime of the taeactios, effects neithes the sooounting peoft sor teshle peofis or los,

Defermd inceene iz asct e moopnizsd for all deductible empory dffoono, cryformnd of umaed ax
sty sl mnomed e losses, 1o the cxiers thaa it is peobable thar wxable peofit wll be orilahle ageive whick the
deshuesthle tenporry differenced, carry-Farwind of wrused v et iad unussd s losscs e be wilieed.

mmmdMMu_ﬂhm-hﬂmm&mMMEhm
thuat it b oo longer probeble that seffiden: mzabls poofit will be availsbic o allew all o pans of the defermd oo
tun st i be wtilized. Dedereed income tmn aed Tabilisies. are messsred ar the m e cthat pe expenied o apply o
ke period when the ases is realeed or the labdlny by settled, based on wex peees (ond o bews) that have been ensced
of iukbitistheely caacked at the balance theet dase.

Greoepia aleey bas vasioes opersting s that sre ssscased an the Goosphs scshities. These meen are lncladed a1 a0
oomponeot of sdminismetive wd opomsiog expenes,

Ierveptonints L6 st

Icvimaces: @ soceind compaiin, (groonlly Erostsoass of botwoon 200 © 5% 6 0 conspany’s ooquity) whem
the Gevop exeedses ggnificant imfloence, are soconeed for using dhe equity method. Equity scoounsing is
sl when ke wﬁwﬂ&:whuwm&‘ﬂdﬂmmh
G has incaived obligasons or gusteniced ohligations in repect of the sssociaied anderiaking,

Alowanes for impairment of fineneisl ssests
The Giomip catabilishes allowances fiof impairent of fineaciad asscth when i b probablc chae the Giroup will nod be
nble 1o colloct the prindpal snd imicrest scooeding: 1o the contrscml 1o of the eelaied loans forsed, held-to-
sy secarities and eber Anenciel saseey, which wre carsled @ comt end amarized cont, The wllewsnces for
i of finencial asets ape defiped wa the difference between carrying smounts and the present vubee of
Fuibse cask fom, Mmmﬂhhﬂpﬂuﬂﬂﬂl&uﬂdnﬂ L
ingeovat tase of the femncil Evrement. For insthamens that do not ke Seod st cxpected fotum

The allewances am bused on the Giroup's cwn lom experiencs wie] mansgement's judgrmens w1 the boeed of kowses
ket wrilll ot lileedly bee recognized from sssets in each coedin disk categoey by refiesence o the delht servios capabdiey
and pepaymesn hisioey of the bessower. ‘The illowssees for inpalement of Snaselsl ssscts in the

finacciad siwioment have ben determined oo the bass of exissing eoonomic and poliical condidons. The Grosg in
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mel b oo o predcr whar changes i cosdinoss will mke plaoe im Croonge and whar effioo such changes magho
bawe lnﬂ\rnlﬂ.'.l.u.]. ol the alliraarces 'I-II'IrI"'-.I.I'l'l.'l,'l'I.: P rmm.l] EWECTE BT r'I.I‘I‘I.I.l'I_']"I'HI.‘-i

Chamges in sllwsnees are reponee in dhe smirmen of imcome of the reliosd period When w0 saer B oo

wodlperable, it is wamrn off sgens the rolamad dloeanes for ey n; if che sl irmpairmane subsguuendy
deoreses due moam even secomeg it the wrie-doan, the peveral of the relared allowance i eredied 1o the
welanld i J nt aif 1 | avwcty mn 13 seatrrrent oo inmiene

Property and equlpment

Property sl piperens e carmed o hososncal e evalored cost e acoumstates] depeociaton ol amy sccamulsing
e (or dirsenon i vehee, Deprecsanon of assern umder commruonion wnd tlvse mon placed in service
cormamences from the daie (e siscts ane femly fie cheir interadal ime. Deperociathon o cadailasnd on o straighi-line
st coer the ndlimanng esmmaaed ascful e

Youis

Phuikkengs MY = M

Fumstun: sl eopuijpreens 58

Wehicles 4-5

Casmigrmiters il oorTtisuratii cupl P LB

Lraschaodd smiperrmenis Lontractaal prtesd, up oo 14
Vel

ik r |

The carmying smoinm of propery sed opepment sse revicwod o1 cach balasos shees dsie 1 paci whother dhey s
receded in esgess o their mecoverabsy snoumas, amad where carrong valees esceesl this esmmasal eooverable
i, aiscts ane wisen oo, Dmpairment b soogniieal @ the sesperee perod and B inchalad i alminsemive
and aueratieg expensce. Auets under consmuction s mod depreclatnd. Depreciation of thest ssscts will bogn when
thee relased assons me pacd in service,

Im AXH the Cemap approved change in in socountng i repect s velsanon of the Gowp’s properry and
oupiipenees ~ specifically, for the ngkinge. Stsning fom 30 dhe Group values i Indllings uskng ndependen
wpprnial versua hisronos cost. This change i selaed oo hiseoncal Feor dhar smosr 5l bealidengs of che Crarosge have
been scguiresd in 8 perod when cither nos-marker comSrion dorsrared in Georga o the Basoncal gmr wis
imnpacrmd by hypeninflason. When an iwm of propeny asd rquipmens b revalusinad, the ontire dass of propeny asd
oquiperees o wioch that paroulsr sssce belongs, is povaluaned. The incresse in the seer’s cormng amoune sa 8 ressb
wil ey abaaten n ermdnrd |h:rr|£:r b EXRIY — FEACTYE £ rrvaluaam ol [Ty sl CLUIFTTRETIL Furtsr devahustnm
ol the assees in dobiited oo che reserve @ntil it i expieed. Foacosire docreases invalue of che sssen are ddchited s the
ii'r"url"l e viatroraeert an bsscs s cdvaluatnm :ll-]'mq'rﬂy arad ETpIIATC N I dhe vadus ool the (inmp"‘ iy
and cquipmeng inorcasos subscduem m d owigingd dovahsstion, imcroests ane reconded in e Ginoap's income
umrerneny unl che pror loases from devalusnon ere expisvd. Further ineveasss in value sre again recordad na the
mrarrvr for mraluznon of JErCETTy wruf TE[UiWTETTIn

Camin pelaimd B TR anl vl are chaneed when cemed and eeludal i abninisersior anl I TALIg]
cxponscs, wress thoy qualify for caprnlimson.

Intangible ssseis

Irtaeygble assets echike brenses, compusers sofeane amd inemally genemed mnaghle assen., intrgble macs e
recorded 4 hismorscsl coar es socwmulewed smompaion. Amoeaestion B provided ae smonise the con on 8
szraight-ling basis cver the exsamated wseful coonomic ife of the ssse, The peonomec s nge fom one o e
hiz 118

Amounts owed o NBG, credit institetions and cosiomers

Armresunts irand "":]'H.i. ereudn enibatins ard cushenem are |r|.||.un'!. 'rm';run." 11 acermdare s wirh FEETRTACKNL el
firmanszal mmtrameniy pdicy, Subsggueently, smoaints due am stasod 38 seriiend coml snad amy S between et
privaieeds aral the redemsgion vahue w fetognieed i de detemesd of o cver e e i Bie Taoerowisgs weiiig
the sifecinn intered mibesl, I she Cirvup paichases it omam dilbs, 0 v reenind from the bulanos shoet amd the
dhilfciene lutween the carrving amsuit of (ke lalaling ard tdhe codanl i puibil b iedig I i el wnlerest

T,

Provishomns

Pevwrinioms wre roorgmined whben ke Ciroum hui & peeiene lggal or conaenaesve ohligason o 4wl of past cvenm,
and i is probable that an el of resoances embodying eeoncemic benefies will be resquined m sende the oblgation
miul 5 relatile enimarr of the oblsgaion cen be made.
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Retitement and olber benefit obligations

The Groap dom not hawe sny pension armngemens. soparsie from che Stee ponsion wystem of Geogga, which
q&qmw htqiquﬂhuﬁnﬂutpﬂ:ﬂﬂ#ﬂw ﬂqﬁuﬂqlnqh
qﬂ:iﬁpﬂhhﬂihmwuﬂm:ﬂmhu’;ﬂmhﬂw

Shase capital

Share capital is reoognived i cost. Share capiml comriboied in e other than cash s smoed o the fir vahe of
such masess o the dare of poneribanion. Tresary soock is secosded ot cose. Gaiss and kosses on sades of wewmry sock
aie chasped or condited io additioenl pudd-in caginal,

Contingemces

Contiegent labilithes are oot tatogideed In the Baanctal Rasemenss uslens it |3 prohable thas s cutfiow of maounte
will be reguired o setile the obligution and a refiahle estimate cun be made. A contingeni asset is pot recogeized in
the financisl semenns ot disciosed when sn inflrer of economic benefin is prokable.

Incomne and expmse recognition

Ipsesest income wnd expense sre recogriesd on e aocrusl basly caleolared using the efecive imeresr metbaod, “The
pecoypition of conmachal lwron Bxome b suspended when Jouns beoome ovesdoe by imote than nlscry do,
Ipserest mcome Enclodes coupon income exmed {recebeed and scoroed)] oo investeent and mding seoaftes snd
discous accretion. Commisgons snd other incomee wre recogresed when the rdued taesscions are compleied.
Lois oeiginasion e fof loins lswed o cantoses, whes gaaficans, dre defemd (ogether with related Eroct o)
wnd recognized & g0 sdjustment to the baane efecive yield. Noo-inienest expenses e recognieed st the Gme the

Fareign cummency traralation :

Foseige cusresey tmemactions aee aocoted for st the esclangs rues prevalling i ghe due of messsction. Monessey
ety snd labdbios denominesed [ foscigs curendics ase eranslated bno Geoggas Lard as offici] NG cxchange
mars &t the balsnce sheet dame. Craine snd Josses pesclting feom the tranalstion of foreign cusrency mansactons are
reeoyrized b (he pmement of Boome = gain loa losses from foreign osrendes (randlasion)),

Differences berween the commceal exchange mie of 0 corsn cenaction end the NBG exchange e on the due
of the sransecthon art [mchudes] In gaing leis lonses from fosclpn cumeacies, The offical NBG eechasge mses at
Dwoember 31, 2004 and 2003, were LA2S wnd 2075 Geongian Lad m | USD, respactiely.

Dividiends

Dividends on andinary shanm are pecognized in equeity in the pedod in which they s declaed. Dividends for the
year, which are declased after the balance sheet dure, wre erested oy o sulbsequent sveny pader [FRS 10 “Eyents afer
the balsnes shact dase®,

Cash and cash equivalents

P i d
Cash on hamsd 2361 17,808
Cureesst pnd deposit accoussts with the MBC 13,835 4 208
Cash and cash equivalents 1,154 58,181
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Amounits due from credil instilulions

Yz due Srwm e ool Inamunens CHETA

S LU
Cbsligm iy peserve wail WHC IN.TTE 250
Lawares wsunl oo oty credie s 24, TR LR
Cibacr armemines By bl 2 EAT
L LEE28
Lews < Allwances For impairment AT (45
Aimaids due iroemm coodi nstliakons 53681 313,180

T -u]i‘.Fqll:n fowrvy wwith M0 FEprCRoniy dsTemindy depamiiond wath MG relating o datly soiicmenes anad ofhor
i, Coedit instoutons e fequired wo meinsin e Eneresr coming cash depoait (olilgaicey reserve] with the
rulil, ehe aendoum of whech depends on the level of Paals argraciad by ehe craalin inansuiem, The Crpistip s aluhiry fo
wrihcdiao wsth |1||-n|.1 s el pesdtrs e by the stasoioey keplalasuon

Eihaer ammominidn inchede 5 444 DL whsch gie bocked wrdkior Laoiters of Caechi aned Epearaadocs (HE - ) P3RY

Invesiment securities

‘allahic-for-ule socuritios compisc

2ar e
Cosporany shares . T -y
Avadlablefior-sale securitics T Al 1

Availelic-fop-sale ivesiEnc s i fofporale shienes ualude the Lapoups srvevement i (50 Bank of Goonga casmed al
75560 CelEl. As Hir as shiees of |50 Bank of Georgsa are sctvely thisded on bocal sbock enchirge, thi investme et of
e Litungh b Cartsid ap Lt value afsphrieg e woghicd mveegdt micket guoied pide Tof ehe shapgs of |50 Bank of
Lrovspia gflocene om s hoval mearker ad of Disceiates 5], N0

Hekl-fiv-mailisfiey secudibei CaRmiae

S Pyl ey
E.umﬁ‘r & reredradl {T.nnlri'“ Nawidrad
i E e [ ST g
Trramury halls of the ."|-1|r|.|-.n':| e Frenaray 2T 2 N7 & B T118
Iidewicst pades dnad masanty of these seounfees e s followss
2 2
£ iy W Malrnity
Trrasure balls o i Mangsery o6 Fonamer 1 986 - 54 oLE ] 45 - 55% Skl
Loans o customers
LinEdii 10 CiEi T CCHTIP A
i LT ST
Limisfys Iy Cumii it st Il 54214
[ Wopmlridin -l.-l-lf? I:'H.Il!_
LET AR 1846082
Lewi = Alowance (for oo impai e 1 50T i T)

Laoams to custnmers SR e 0 i kbl
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As of Deoomber 31, 2004, the Group had » concenowton of losrs eepresemed by 47266 GEL due from o
hﬂuﬂ{l‘l“u‘mﬂl‘mﬂ hu.wﬁﬂ}ﬂm—ﬂl'ﬂﬁlﬁhmumm ud'uul.;u-llnu
portolio)l An allewsnce of 3000 GEL (2003 — 5,361 GHL) wea made sgeiowi chess loams.

Loz have becn extended 1o the folowieg ppes of castoenen:

L i
Privain commpamnics 168 596 131,064
Individusls S8R0 25,088
LinEns {5 £ LS DTS 1_11'.“ Hlﬁ'ln

v e i
Treading enterprisen 9,100 48529
Mk e A 2072
Pawn lodsu 1%,152 19072
Comwamer 1938 16,767
Sexvices 18 835 12,665
Beal spmee gnal conarnacnon 11002 535
Heergy 12,710 B30
Heswy bnelnirry 4311 4,688
Croenmusicasinn T2M 130
Oxher 1,110 10,805
Logns to Customems ZET AR 156,152
Net investments in leases
et irvestments in lease coampeised the following st December 311

IO e 1L
Ciroas imvcatenent in leaie 4,519 z
Less: Unesrned france lease incoene 1 434 -
Mot investment in keases 3,193 -
Leas: Alorrenee fof ompirrmedl ﬁ -
Met investrnents ln lesses =

Ay of Deoemiber 31, 20, concentmation of imvestrmencs i free largest kessooy compeised 1,604,547 GEL, or 38% of
toeal jreds imveptreenss in leases end fmance inccene recehred Broen the invenmenss ia e lumpen lemees comprised
170409 GEL or 4074 of toml fnsnce inoosme from lease

Theee {5 £o opaaasiond mehaal vl tolased 1o bease contrect cxinting & of Deesmber 31, 2004, Poter minteamn
lemse paymenns o be reoeived for the e years following Decersher 31, 2004 are disclosed beloe

2004 203
Whikw | year vy =
From 1 t2 5 yosn & 128 -
Miwe chan 5 pears &5
Mlinkmmm lrase paymenis reocivahle 4518

The difference between the gross irvesoment in ke snd the pet investmenot in lesses reporsenis uoesmed finance
inceene Greoas Ivwenenese in leises an of Deceraber §1, 32004 [s payable 1o the Greoup in the fullowing cusresvies

|

UsD
EHUR 1505
Giross levestment b leases 4,519 -

s
-
=
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9, Taxalion

T e o P T S T R

0 T
[ el fry changer § ks 111
Praow pewhnd tsnstion 1415
Charger in delerrod tax dsacts [oT 4] ]
Léss = effecy of fived assens pevsluanos recorled in Euy L% 1]
Ivcosnee taw expremee 1R i,

veowpiam legal enemes musg indbviiually sopon eoble eecene and emer pedin teves choresn s the apess arg
L I Ll Bl I Fals et | | Preopn
QUM ae] NEN biof enfiln coher (P o) FIEE seusines wes AN T he taa e (of s

pthaodines. 1k i ESE B

VNN O WIS e s 1P

Van asacin swul hakslenrs corsips oof e frlliraang:

ZEER 2an
Ireleered lax adssts - (L]
D fesred v Balallany in
Csrwesnr ey, ladalry X% L)
Tumal tax lishilities 143 6]

The cHoive imtome B rade chifon (mem the saduicony income fon e, S rocoicdisiion of ibe ifoome fa cafoine

Iniciend il nREPioaty Fabes with wcrual b s Solloes

NI i

Incmns befare 1ax 19,548 14377
Srann Ty fEn e o i
Theoretcs] income tes cxpenss &t ihe stsnanery rie Amz2 2ETR
P farmads txvstion 1403
Iicawtsr poesves] it vl Eatrs 1M [TRE)
[ hangs in unsecopmesed bffered @y assen 135 15}
P dimhictible expendinanes

thany i if

sl inmuscs ] 4
Llnher LB )
Imcomic fay cupemse A A

T0
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Mmmﬂmuﬂmﬂ,m

i) e o
Tas efect of deductibile unfuurm
Contractaal introrit oo sconued B 533
Allowsnor for lown impairmont 19 253
Inwesmmneny in sssocsies 1% 185
Provisans IE !ﬂ
lﬂwﬂﬂ
Dither asseta 5 A
Gross defrmmed tax msrts L] 1,106
Unsrecognived deferred i assets [EBE) 551}
Dheferred 1aw asser 6T A5
Tax effect of woshle semponury differenoes:
Allraance foe m .
Prspoity and equipmem 430 10
Mt brvcisment i boioc F N
Deferred tax Habdliny 637 o]
Dicfeseed tax asset (Habiliy), net (19 525

wmm;wamm»mmwummwwm
wathorities. Applicable taxes inciude value sdded i, profit tx, @ oumber of samover based tames, and social e,
mp.-:hﬂuﬂ.uﬁm. wmﬁmummhmmm

custoina i curpency comtrol matien) am aebiect io moview iad isvestigition by a nurmber of suthadties, which e
enabded by low 10 impose exmremnely severe Snes, penalties and interest chorges. These fucty coeate s disky in
Grevepris schatareialy more significans than typécally found is conesries with mose developed tis sysiema
H-ﬁmhﬂhﬂ thut the Gereg s in subsrends] complisnce with the o laws afferving [ opersticas; howeres,

e=nab thae pelevant sushostien could ke Effering positona with el o inlemqethe suc
Investments in assoclates and non-consolidated subsidiaries

levesimnents in sssochine and nos-coniolkbned mbalarks conpelie

el 2
Sutnddiarics 20 530
Associated cempaniey &5 M
&7 1,84
L — Allerermnecn far dimirection s vahe 35 {137
Investments o maoclaes and non-consoldsied submbdlodes 33 ST

P thee fuull lise of sssocinms please wefer o Mowe 2

Iovestmenis in pon-coosatidabed subsidisnes comprses. ireesament in THG Braker LLE Q0 GEL). The Crooap has
st consolidared chis imvesmment a8 che fnancisl effect is insmarerial oo the Groap o o whole. Tevesenes in the TBC
Broler [1C b stated 0t conz.

™
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Allowandes for losses and provisions
The oy 6 alkewancos fof mpuirmient of sricnest cerrmg isscis, wene @8 folloss

Ao o ceeedit o evestmennds  [oves 60

Errerfras o Ay feora PR TR Fovad
Dheveimlses Y1, D00 g4 i (T i 14
€ harge i2i LR 3550
W e -dfy . (1,238 (1.238
Revomesics I 45723 1 Il'_"_
December 31, Hind ALY = AnTE 10,017
U hudpe (neviraal) ] LR 4,74
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Draging M02 the Group dissolved i subsbdery e scguised jm peoperty and equipment thar consisted of the
Cestral Stede bullding in Thilel In 2003 the Gooujp had wtdted

beailding im cerder o trensfer Gooup’s hesdquermen. In 2004 the: cxpitsl recocstrooton process was stll in progeess.
Tﬂu&pﬂjﬂuﬂﬁumﬁﬂhm!&pﬂﬂﬁﬂamljﬂmﬂmﬂ
“Aisheocheli™ LLE, a rsmd party ss disclosed im MNoar 23,

Duaring 2004, the Group engiged an independenr sppeabial fem o ofioe oo the fier market vados of the Geosp's
buaildings. The resalting revalusgion of 1,558 GEL is moonded, net of tax, in ibe revahistios reserve b shareholders'
equiry. The hisnsrical oost of lend end beildegs s of Decermsber 5, 2004 was 1,981 GEL

Intangible asscts

Tumnl’lm.ufbkml.unm

Decemmber 31, 2002
Diecember 31, 2004

Decrmber 31, 2003
Decombeer 31, 3004
Mt book valee

Diecermbes 31, 2004

Mo

5

;
BREezsskd
EEBlenessld

HRTE

Mocrand expenscs imckads GRL 4,102 of sconex] cmplayes boamscs for 2004 snd 2003 Q2003 — GEL 1,765}, Among
themm, homses payable 1o memnbers of the Board of Direcines. fior 2004 compriee GHEIL 1,730 (300 - GEL 1 357
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15 Amownts owed to credit institutions

Mamamarny crweed oo ereehit ioinetiona oomprss
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establish fumemiin cipieal sdoguacy fasds, Crroup ettt b ool b TR that pay yiedatsens o thoee Beeten
d oiverann hane ooourerd

Includee] it tirne Sopaies 18 & balanoe of GEL 5473 (AO08 - ml] with g Goorgaai bank = TS0 Cairg Plaak

16, Amounts owed bo customers
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17, Frowisions
Provizions g of December 11, comprised:

Provislems for puarsnsees ased exediy peleied crenmismenn
Provisions

3 '
bl

18, Share capital
Mumberof  Mominal Toeal

whares AFNHIE L
Conombsied in GEL 3847 100 185
Diecember 31, 3003 53 84T 100 L L
Contsibwted in GHL - - a
Decembes ¥, 2004 530 I

Shars capitad off the Group wm conimibiesd by the bamckalden in Goomgean Lasis amd US Dodan aad they wx
eniztled in dividends and any capsial Sistribiion in Georgian Laris.

The Sharcholders’ Meeting in Muy 200, declured dividends based oo the finencial mesuls for the pear ended
Dievcemnber 31, 2003 Tiotal declared dividersds that wese fully paid bn M, and wealled GET. 1 500,

Mo cheeges o shase capinl of the Geoup oooarmed in 2004,

19, Commitments and contingencies

Oipersiing emvirenment

Geougian contnues 0 endego subsmnsial polidos], sopoomic and socsl changes. As an smerging marker, Geompgis
dioes not posess § well-depeloped business snd regmismery infrasrmomer: thar wosld penerally exis in & mose Eamer
swiket cooncey, Parthermars, the Goomgaen Govemment baa not 7ot fully Enplenonsed the neforms neccmary 1o
creain banking, jodicial, westion snd regulsiory wpsemas thas usually exist i1 moro developed markens. As o remaln,
cpenmtions in Georgla Ervolve ks thet s B gplcally seochsted with these In devdloped madken Soch dils
peruist in the cermot esvironment with pesehy that pchede bet s pot limived 1o, & curmeocy that is oot Eeely

The Group omald be afferied, for the foreseeshle furre, by these nslo wnd et consequenoes. As o resalr, there aze
significent oncensintes thar may wiect fusore operations, the recoverbility of the Grroup's sssens, 1 the abiliny of
the Group to malnsis of pay i debis s they madune. The accompunying foancal susemens do not inchude oy
sdjusimeniy thet muy resulr from the foture cheification of dese unoeminges. Such sdjosimen, if woy, will be
seported in the Geoup's Gnanclsl stateenesss |n the pesiod when they become krowe sod eatlemable.

Legsl

1a the ordinary comnie of lnaison, the Gionp b wchiost o lgnl sctioe end complaiab. Mansgement bobiores Bt
the ultdmeie Eshility, if any, ansing froomn ssch sctiom or compluists il pot heve o matecial sdverse effect oo the
finsencis] eveliion o the sescln of fatuee opemtions of the Geoop.

TS
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Risk management policies
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cuatimeo habi and wshiect & shual of o [Eogent oo,

wuﬂﬂﬁwwwﬂﬂidﬁiﬂqﬂmﬂmﬂmu
moct inforest and capital ropaymnt chisgetons and by changing thess kending limits when spproprisic. Hapowas @
credin misk in also managed in pasr by obining collaers] smd corpomie and percnal gnermees.

Concemtmadon
The geographical eoncessrmdion of Gaoup's sssets. end labillises b et ox b

s 200
T O Other
- -
rpceln  OECD  (ECD Toia' Fecepla  QECD  OECD Tofal
Amsers:
Cashs and cash equindenss 5p7I7  XEIT4 153 3,184 BoT6 35566 4% 588
Crediz bnnirations 55,145 . & 55 L | L RTLY 2537 = 33,180
Imrestmont socurnbes:
. llu'.l.l.hh-ﬁu-l:l]-: 7680 . . TAED rra . - o
N imvonmeno in lease 3098 z . ¥ ] = - - =
Logns v conomers X0 . - IV 144 480 . = 146 AB0
Other ancta EE = = A2 I.EE = = lyﬂﬂ
M0 BRI 478 Miwn pr=aAr 49 IE1LATE
Liashilities:
Duue 1o coedit tnniratioss BTl M7 i4 39505 4640 14,730 2 132
Druc i customen TR ETH . - JB4ETA 152080 - = TSR080
Oty liahilinien E_.E1 X : EEI ﬁ” 3 x :-I-I-H
- L . A nees
Maddoct rak

The Ceroap twhes on expoere 1o marker Aiks. Marker fdks srie fcen open positioss in insesest mre and corency
prachucts, all of which s cposcd o pracnl snd specific madke Povercnss, The Grosp managed Farkss dil

With respect 0 urdnrem losn commiments the Coroog is potentially exposed m loss im an smoant el o the ol
amcant of sch commismen




FENIAN abbahlan S04 ANNLAL REPORT

Ciremey risk
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Fair values of financial instrumenis

The flleraing dnckwure of the cotimmied Gir valoe of Brancil issnimeis o sede 5 seonlanee il the
ey of 1A% 33 “Finandal Instremenss; Eischmume and Presontaton”™, Faa vakes s slefined av the amesant at
which the insenemesn ool he exchanged in o currens rrrasoion berween kniwledgeible willing parries on e’y
betigrihy comulions, aibaer Bl b Bonecd nrl.l.rt:ll.l.llun wale. A6 e peselily' cailalde market i ek @ LII'FEI.I.I." ol ihe
Conoup'y fimencial imetruimenss, judgment s secesiany i anmcing o B valoe, based on coreeet economie corcitioem
sl the speciile dils eneilusabie o the instrusnest. The exsimases presented hetein sre st necessanly indiessive of

the amemints the Lipoup could tralor im0 o8 matket cuchange from the aale of i full boldings of o partooalas
LI Fu B e
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pneonher of key marsgemrent in comimen with the Groop.
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