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About the TBC Group

We are a leading bank in Georgia offering a broad range of products
through our extensively developed retail, corporate and SME banking
business lines, with a wide presence in Georgia and an expanding
network in the region.

The Group’s Net Profit
Established in 1992, we have grown into one of the
largest financial institutions within a decade. At our 4 9
19th anniversary, we maintained the largest share of G E L l I I
(31.8%) of the country’s retail deposits, 23.8% market
share in total loans and 24.7% market share in total
deposits. We also enjoy the strongest brand, the best

customer experience and a good reputation. Retail Banking
17%

by business lines

Corporate Banking
59%
With 45 branches throughout Georgia, we serve
500,000 clients in all business lines.

SME Banking
Four multilateral organizations such as EBRD, IFC, DEG 24%
and FMO, along with JP Morgan and Ashmor Funds and

Georgian individuals hold a majority of our shares.

Retail Banking

We are one of the leading banks in the Retails Market, offering a
full range of products through our most effective branch
network and diversified electronic channels. In 2010, we
achieved growth of 35.9%, reaching 23.2% of the retail loan
market share.

Taking advantage of a strong brand and our unique and
memorable customer experience, we are the leading bank in the
retail deposits market. In 2010 we grew by 27.0% reaching 31.8%
of market share.

Note: Market shares are NBG based.
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Corporate Banking

Corporate banking is the core business line of the bank-holding
49.0% of the total loan portfolio. We are the first choice bank for
large corporate customers and possess strong expertise in all
industries and tailored financial solutions. Along with our SME
Business, we have achieved 18.1% in deposits and 24.2% in loan
market shares.

In 2010, we experienced impressive growth in Corporate
Deposits which grew by 64.9%. Similar performance was shown
in Corporate Loans where we achieved growth of 20.9%.

SME Banking

We are one of the leading banks in this sector, providing effective
financial solutions and a diversified product range in most
regions of Georgia. We see SME as the core for the country’s
economic development with huge growth potential; hence, we
tirelessly develop new solutions to always exceed our customers’
expectations. In 2010, we achieved a loan portfolio growth of
72.5% and a deposit portfolio growth of 48.0%.

Subsidiaries

TBC Kredit (earlier SOA Kredit) — TBC Kredit is a rapidly growing
financial organization operating on the MSME market in
Azerbaijan. After its successful start and impressive results in the
first years of operation, TBC Kredit became one of the key MSME
lenders in Azerbaijan. Targeting private MSME enterprises,
mortgage and retail banking markets, TBC Kredit's loan portfolio
almost doubled from GEL 16.7 ml in 2007 to GEL 33.8 mlin 2010.

TBC Invest - TBC Invest is a wholly-owned subsidiary of JSCTBC
Bank operating in the Israeli market. TBC Invest's mission is to
attract foreign deposits from Israel with the ambitious plan of
expansion through establishing subsidiaries in targeted
countries worldwide.

TBC Leasing — JSCTBC Leasing was founded in January 2004 by
TBC Bank and immediately began its operations. It started with
GEL 2 min assets. In 2005, EBRD marked its presence in the
company’s equity by purchasing newly issued stock, accounting
for 9.94% of the total shares. TBC Leasing remains one of the
leading companies on the market, recently holding 42% of the
market share. The company targets SME enterprises and offers
different leasing products tailored to company size, as well as
industry-specific requirements to provide flexibility and a high
quality of service.

' The Corporate market includes Micro, SME and Corporate loans/deposits
Note: Market shares are NBG based.

Our aspiration is to continue sustainable
growth, to maintain the current status of a
major financial institution within the
country and to serve as an example in
commitments towards social and
environment values. We are dedicated to
the goal of standing among the most
credible financial institutions in order to
further promote the international image of
Georgia, and the Caucasus as a whole.

The TBC Mission Statement
We create new opportunities for the
success of people and businesses.

Our Vision

Through the best employees, strong
branding and superior customer
experience provided via innovative,
multichannel facilities we will:

« have the largest franchise of medium
and high-income retail and SME
business segments;
be the core bank for large corporate
businesses;
be the leader in the Non-Resident
deposits segment;
be the bank of regional importance.

S0
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2010 Performance highlights

Profit before tax Total Comprehensive Income

GEL 59,638 K

GEL 50,252 K

Loan Impairment

67% down

Group profit before tax Total Comprehensive Income of
up by 945% from 2009 GEL 50,252 K, 1587% up from 2009
ROE (Return on equity) CAR

Loan impairment of
GEL 31,320 K, down by 67%
from 2009.

C/I (Cost to Income)’

Improved return on average

shareholders’ equity of 14.0% in 2010 30.3%in 2010

Total Assets Gross Lending

Capital adequacy ratio reached

Cost to income without provision
decreased from 57.9% in 2009
t055.1%in 2010

Customer Accounts

Total assets of GEL 2,268 m,

Loan Portfolio of GEL 1,548 m,

30% up from 2009 32% up from 2009
Net Operating Income m GEL* EPS
2009 M 20
176 2010 327

'2009 data excludes extraordinary income
“ Net Operating Income after Provision

Customer Accounts
of GEL1,365m, 38% up from 2009

Total Capital m GEL

327

377
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Group Chairman’s statement
Mamuka Khazaradze

111 am especially proud of the fact that TBC Bank’s results exceeded
those of the dynamically growing Georgian banking sector.”/

Success is not new for us, however 2010 was distinguished by
significant achievements.

The banking sector is the first to react to any positive or negative
event in the country. Accordingly, all parameters in Georgia
indicate that after-crisis stability has been achieved: total
deposits within the banking system increased by 38.9% and in
absolute numbers, have exceeded the volume of deposits before
the crisis. This took place in line with a 6.4% growth of the
country’s GDP. More importantly, the growth trend is being
maintained.

| am especially proud of the fact that TBC Bank’s results exceeded
those of the dynamically growing Georgian banking sector.

It also makes me proud that for our institution, success has
become a tradition. Hence, my team and | always meet new
challenges with hope.

Results of 2010

In 2010, TBC bank experienced major achievements, which was
expressed in the increased market shares, as well as in
profitability. In spite of strong competition, we maintained and
strengthened our important position on the market, which was
as a result of an appropriate strategic focus, adequate risk
management and managerial consistency.

Retail deposits grew by 27.0% and corporate deposits by 60.2%'.
Similarly, our total credit portfolio grew significantly, by 32.4%.
TBC Bank has maintained leadership on the retail deposits
market; where 31.8% of the total banking system’s deposits come
to our bank.

Most importantly, in 2010 we achieved the biggest net income
indicator in the history of the bank, which was more than GEL 49 m.
Consequently, this year’s overall results provide me the basis to
be sure that we will maintain this trend into the future.

Closer to our clients
2010 was the year of significant challenges for many of our clients.

In such situations our responsibility is clear— be

there at any time where and when our clients need us. This
aspiration brought many clients to TBC Bank in 2010. With our
timely help, many businesses grew in income and sales.
Certainly, their expansion is the basis of our success, especially
when it comes to financing medium and large businesses.

' Corporate deposits include SME business line.
Note: Market shares are NBG based.

TBC Bank’s approach is not only to disburse enough loans but
also to give timely business consultation and to help businesses
in choosing the right strategy. | personally received gratitude
from many of our business partners for such an approach. | am
proud of it and grateful to each TBC Bank employee, for whom
such aspiration has become a professional habit.

Closer to our society

Whatever success we achieve in our business, | feel truly proud
when we can share this achieved welfare with our society. We
understand the requirements of our society and consider them
as our social responsibility. Each year, TBC Bank implements
many interesting projects according to the requirements of
society. What makes me especially proud is that this direction has
become one of the strong characteristics of our brand.

Over the last few years, many traditions have been established. |
always talk about them with pleasure, but now | would like to
focus on three of them: TBC Gallery, which has become one of
the cultural centres of the country; the annual literary
competition Saba, which is very prestigious in Georgia and is
referred to as the “major literary event of the year” and finally, the
internal social project “TBC Bank’s employees for TBC Bank'’s
employees” - this project is an example of how social
responsibility has become a personal principle of each employee
and how we support each other.

The main power of TBC

The basis for any historical result or future success is innovative
people. This is true for our institution as well, at its every level, in
branch or head office, in top management or supervisory board.

In 2010, a new member, Eric Rajendra joined us on the
supervisory board, which was very timely with regards to the
creation and execution of an appropriate strategic vision. He has
sufficient experience working in developing markets. | would
also like to mention a new member of the bank’s management
team, Giorgi Shagidze, who joined us from Barclays bank and
holds the position of the bank'’s financial director.

The slogan “Right people at right places”is not sufficient for the
success of the institution. It is important to motivate each
employee so that they can realize their true values. TBC Bank’s
approach is to distinguish and appreciate innovative and
especially energetic employees, retaining such employees is our
constant mission.
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Members of Governing Bodies

Supervisory Board

Mamuka Khazaradze
Chairman of the
Supervisory Board

Mamuka Khazaradze is currently the
founder and Chairman of Lisi Lake
Development. Prior to that, he was the
President and founding partner of Borjomi
Beverages Co.N.V. He is also the founder
and partner of the Georgian
Reconstruction and Development
Company. Mamuka contributes to the
foundation of the American Academy in
Thilisi, where he chairs the Supervisory
Board.

Mamuka has chaired the Supervisory
Board since the establishment of TBC Bank
in 1992.

Badri Japaridze
Vice-Chairman of the
Supervisory Board

Badri Japaridze was formerly the Vice
President of Borjomi Beverages Co.N.V. He
currently chairs the board of TBC Kredit
and TBC-TV. He is also a member of the
Board at Georgian Reconstruction and
Development Company, American
Chamber of Commerce in Georgia,
Geoplant and Borjomi Beverages Co.N.V.

Badri Japaridze holds the position of
Vice-Chairman of the Supervisory Board
of TBC Bank since its establishment.

David Khazaradze
Vice-Chairman of the
Supervisory Board

David Khazaradze is General Director of
the cardiosurgery clinic Open Heart and
Director of Wine Company Tiflisi Marani.
Moreover, David was an assistant at the
department of Skin and Venereal Diseases
at Thilisi State Medical University, General
Director of Alma Plus and a member of the
Thilisi city Assembly.

Since 1998, David Khazaradze holds the
position of Vice-Chairman of the
Supervisory Board of TBC Bank.
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Eric J. Rajendra
Member of the
Supervisory Board

Eric J. Rajendra has extensive experience in the financial
services industry where he has served global clients in
North America, Europe, Latin America, and Asia/Pacific. For
his role in financial services he was named in Consulting
Magazine’s global list of the Top 25 Most Influential
Consultants. Eric has diverse managerial experience; he has
served as an executive at Chemical Bank, Equitable Life,
Wells Fargo Bank, and American Express. He is currently a
senior advisor at the World Bank Group’s International
Finance Corporation where he has been working since
2005 as a Board director and Consulting Advisor for
financial institutions on selected emerging markets. He also
leads major strategic initiatives for the firm.

Eric J. Rajendra joined the
Board in 2010.

Steffen Suhany
Member of the
Supervisory Board

Steffen Suhany is currently the Head of Portfolio
Management at Deutsche Investitions -
Entwicklungsgesellschaft mbH (DEG). He has held a
number of high-level financial roles throughout his career,
including Investment Manager at Commerzbank AG. Prior
to that, Steffen was a credit analyst at Commerzbank and
earlier held the position of Credit Analyst and Account
Manager at Landesbank Schleswig-Holstein (today: HSH
Nordbank AG).

Steffen Suhany joined the
Board in 2007.

Mike Hesketh
Member of the
Supervisory Board

Early in his career, Mike Hesketh was MIS Analyst at
Merchant Banking and Analyst/Associate Banker of the
Czech and Slovak Team. A few years later he

became Senior Credit Manager and later, Acting Director of
the Portfolio Review Unit. Since 1991, he has been working
for the European Bank for Reconstruction and
Development. Currently, Mike is also a Senior Banker at
Financial Institutions Bank, leading transactions and
providing guidance and coaching to junior colleagues on
problematic transactions.

Mike Hesketh joined the
Board in 20009.

Emil Groot
Member of the
Supervisory Board

Emil Groot was employed at the Ministry of Foreign Affairs
doing research on several African countries and the
Netherlands. Later he was an advisor to the Nicaraguan
Investment Fund. He then served as the manager at a small
scale enterprise department responsible for all the FMO's
Micro, Small and Medium Enterprise (SME) investments
world-wide. Emil has extensive experience in the financial
sector, he has served as a Financial Sector Specialist, first in
the Asia Department, then in the newly-created Financial
Institutions Group. He now works at the Special Operations
Department (Distressed Assets in FMO's investment
Portfolio).

Emil Groot joined the Board
in 2009.
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Management Board

Vakhtang Butskhrikidze
Chief Executive Officer

Vakhtang Butskhrikidze became CEO of TBC Bank in 1995
and has dedicated his career to JSCTBC Bank’s
development since its early stages. He has extensive board-
level experience and is currently a member of the
Supervisory Board at the Association of Banks of Georgia
and the Georgian Stock Exchange. Vakhtang is also the
Chairman of the Financial Committee at the Business
Association of Georgia.

Paata Gadzadze
First Deputy
Chief Executive Officer

Paata Gadzadze has been the First Deputy CEO at JSCTBC
Bank since 2001. He first joined TBC in 1994 as the Deputy
CEO. Before joining TBC, Paata was an assistant to the
Minister of State Property Management. He also served as
the CEO of Georgian Pension and Insurance Holding.

Giorgi Shagidze
Chief Financial Officer

Giorgi Shagidze joined JSC TBC Bank as Chief Financial
Officer (CFO) in September, 2010. Prior to TBC Bank, Giorgi
worked across the financial service sector for most of his
career. From 2001-2005, he was the CEO at Thiluniversalbank
and afterwards, was appointed as deputy CEO at the
People’s Bank of Georgia. After obtaining his MBA degree at
Cambridge Business School in 2008, he joined Barclays
Bank and held the position of Operations Executive for

2 years.

Vano Baliashvili
Chief Operating Officer

Vano Baliashvili joined JSC TBC Bank in May 1999 as the
Head of the Internal Audit Department. Currently he serves
as deputy CEO and Chief Operating Officer (COO).




TBC Group Annual Report, 2010

17

@95 mmMondogsbadg
396950 @oMgd@meal
8moraneng

@go mmmonJoxsbodgd mndabo 356390 dndomds 1993
Bgemb, 8mamob 3mbaznadg @o0bym. 8abo goMagHmma
3Ds @0d0b0dn gho-gHma yzgmadg ©absdoMo s
LB gMgbma: Mab3gdol JoMmgol g3smEedgb@nb
a@mmbob 8maanmyg, 9g8mga — g3 s3g6@ab
agmmbo, Imgg0569300 0030bo Mababaab msgstio
3@3obBHYmgdgmo oMyd@men, dmmmb 30 — madabo
35630L a9bgMommyo ofmgd@mmob Imsmaamyg s

0L 3900l JoMmgol ofgd@mdo.

o008
892230bgogbggbo
3969080 @oMgd@meal
8moeaomy

1995-97 Brgddo 856058 8gmzgnbgoba3gbo agm
bagdsmamggmmb babgmdBogm badgmb 8MBgggmo.
d980am3, 3oL Lbgomabbgs 0sbs8rgdmds 9383 93H™3als
3563000069805 s Mg 3mMBLEMJ(300L 856330. BsG0s80
®080b0 3563L Jg@mws 2007 Egemb, banbggb@oom
L8356 3M s gdol EMgJGMMs. 53¢sdsm ngo
08000 356300 3 969G oM gdGmMab 8mowanmy,
®080b0 m0obabgal badgmgsmynEgm Ladgmb Bgzmo s
®080b0 3M90G0L badgmgsmynGgm baddmb Bgzmons.

60bm Boby@sedgoma

39690 @oMgd@meol
8maeaoery

606m 3aby@odgamal, Bmamez 3563060 JoMag@s,
©0bym cmdoe 3m8ds6 330, Babsbbyn sbaema@ngmbals
3mb0(300006, Bobag BobobbayMa sbomababs o
053933300 09356085376@0b YROMLL Mobsdgdmds
8m3ygo. 2000 Byl 0go madoba 563 gmgPocs,
039393005 ©5 3MbGEMmmal ©g3s6@sdg6@adn
8969%9M0b 3mba300Dg, bemmm 3magosbgdoom o3
93560289680 N@H™bo gobos. 2006 bemowsb 6abm
8sbyMadgzammo modabo 356330 Lzsmm badsobgm
303G gdol bgmddmgabgmmadl.

©0M9JEmEOmS Lodgm

©0M9JEmEOMS bLadgm sbmM(309mmgdL 3630l ymggmemoy® 3969%3968L.

©0M9J@mMns Ladgmb BgzMgdo 560sb: ggbgMmamumo omMgd&mcn,
39bgGomyfo ofMgd@m@ol 3nofMggmo Imapanmyg s 39bgHameyin

©0fgd@mmal dmagomaado.

6936980 0603696056 5 Mo30bBRMEYd0s6 Lodgmgamym®gm bLadgmb
8096. abobo M3653gdmMdadg 0603bgd0s6 dodlbod8 mmba Bemal gowao.
Bom0 gxmgdsdmbomagdolb bggMm gobabsdmgmgds ewgdmmo

bgmdg3Ommagdoo.

L0

0

€0

70

S0



18 TBC Group Annual Report, 2010

Tea Lortkipanidze
Deputy Chief Executive Officer

Tea Lortkipanidze joined JSC TBC bank as a cashier in 1993.
Later she was promoted to Deputy Risk Management
Director. Tea also served as the CEO at TBC Leasing. Her
current position in TBC Bank is Deputy CEO/Risk
Management Director.

Mariam
Megvinetukhutsesi
Deputy Chief Executive Officer

Mariam Megvinetukhutsesi was a state Advisor at the State
Council of Georgia from 1995-97. She held a number of
positions at the European Bank for Reconstruction and
Development. Mariam joined TBC Bank in 2007 as the
Director of Investment Banking. Currently she serves as the
Deputy CEO at JSCTBC Bank and is a member of the
Supervisory Board of TBC Leasing and TBC Kredit.

Nino Masurashvili
Deputy Chief Executive Officer

Nino Masurashvili began her career as a financial analyst in
the Financial Department. Later, she became Head of the
Financial Analysis and Forecasting Department at
ThilComBank. In 2000, Nino joined JSC TBC bank serving as
manager in the Planning and Control Department and was
later promoted to Head of the same department. Her next
position was Head of the Sales Department. Since 2006,
Nino has been serving as the Deputy CEO of Retail banking.

Management Board

The Management Board carries out day-to-day management of the Bank. The
members of the Management Board are: the CEQ, First Deputy CEO, Deputy
CEOs (Directors). The members are appointed and dismissed by the

Supervisory Council.

The directors shall be appointed for the maximum term of 4 years. The scope
of authority of a director is defined by a contract entered into with them upon

appointment.
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TBC is majority-owned by international financial institutions:
International Finance Corporation (IFC), European Bank for
Reconstruction and Development (EBRD), Deutsche Investitions- und
Entwicklungsgesellschaft (DEG) and the Netherlands Development
Finance Company (FMO), holding collectively 55% of the bank’s share
capital.

10% is owned by foreign private financial institutions: JP Morgan and
Ashmore Funds.

35% is owned by Georgian individuals and management.

[, Ashmore Funds 5.00%

11.48%

L0

0

€0

70

S0






®0d0bo ganyob 6@0@60 oﬁaoﬁman, 2010 Baqm

21

LB®SG a0

396900 patgd@mmal dodmbomas

2010 Bgemo Rzgbo 85630bmgol abgmagg @absdogncn
Bom3s@gdom s LEMosgn bHom bobosmmgds, Hmameiz gb
3M0Dabadogem 3gGomodn agm. 3godHmd, LEmMgw gbss
aobaymo Bemob domogatn 3ggan(3, Mm3gmas Brob dmemml
3M63698m Bobsbbym 3sRz9695mgdda godmababe:

Brob dmemmb m0d0bo gangob 680bws 8mggds8 49 Joemomba
a0 3go@anbs; bybbgdal 3m@mERgmo 32.4%-0m gondoMws,
bmmm ©g3mbo@gdol 3mGGggma — 37.8%-00m. 556300
RINM0 59@03980L Imznmmds 530 Boenombo moGom
330boM©s, M3 30.5%-056 DAL 60dbagL.

58 g0bsbbyMo Jombg3qd0l gMmagzemo oabEMMgdss ab
LogPMIBMEObM 80 gdgdo, HMImgdas M0dobo 35633
3Ly Bgmb Booem. 3gMdme, bagHmedmmabm bafmgo@obam
Loog 96@m3 Moody’s madabo 356 30L g3mbadgdals
amdgmgansbo Mgn@nban qEbmgm goma@oedo 2 baggbamom
— B3-000b B1-3g s0domms 0 65630 obsblyyo
8gMomdab 3Mmabmbo dgomsbs, Hmam® s ,bEsdoma@o®.

Financial Times Group-obs ¢gMbsmds The Banker modobo
35630 bogomnggemman ,,6emals bagy3gomgbm 856300
35bobgms. EBRD-03 30 00d0bo 35630 godmoazbos
Logogtm m3gMs(30980b og30656Lgdsdn 2009 bemals

439modg 079G 0 3563500 boJoGmnggmmao.

2010 Bemob 918603369mm3569L0 Losbemyg agm mmosmm@Hmdals
3Mma®adolb abgMags - 93896000 m0dobn 56 30L Smart
Club, ®m3gmda(z 356 30L mmosy®o 3mmogb@gdo
35693605600696 s 0b0bon, Bggnmgdmogo Lodsbgm
3m3Laby@mgdom Lofmggdmmdal Lobszgmme, 55630La56
53589800 bahndMaw nmgdgb Smart Jnmgdl, Hm3mgdbacs
398093 356G bom®m Mmdngd®gddn, babnMmggm bakmdmgddy

Smart Club-ob 6936g0bmgol badsbgm doMomom go3gomgdam
o0mmgqe 3960dgblL, 356330 agHmzar @absdmabs, oy
>0gdem bbbl sbamon, sdsGgdamoa batgqgdgmoa dmsdgl!
356> 530bs, Smart Club magobo Bg3Mgdabogals

LobE 3G MoE s6YmdL Lbgaabbgs gobasMmmmd

09b3 BN mMbobdagdgdl, Gm3mab doemgomgdbss
35630La06 LakmdMom nmgdgh. dgogase, Bemol dmmmbogal,
©5bgM3300056 7 m30b mogzdy, Smart Club ¢339 55 sl Bg3mb
59600569305, gma 3mogb@ ol JogH dmbdsmgdmmo
36mE9d@gdab Ladnsmm Mommgbmds 2.3-0s6 2.7-3wmy
350DoMs.

3oMomygmn@a, Azgb od@ommaw 3dmdsmdmam sMbgdema

36mEd@goob 3odxgmdglbgdsbs s sbamo 3GmeyJ@gdab
obgMagady. Bemol go63sgemmdada 8mdbdamgdgmlb mo

sbamo 3MmEd@n 3gzmegabgo: mndabo 3emo@nbeydo —
qdL3nBagFa dosFsma mndabo d5630b 303 3mBbabaEgdols
3m096@9d0bmgal s 8bsdsma ,hgdn Bnboba® — sbomn
B0 G030l sbsdsma, Hm3gmoag 3mIbamgdgmb
0gb35M9ds a530Dbyma© gogHmamb cmsbbs ymggmmgon o
©365Dmyggdal baboon.

2010 Brmob abobyobowsb, Jgggsbsda gzmbmBagnma aomgdmb
35185%m5Lgd0b gomgamabbabgdom, madabn 356338

3555 0Mo ©53M g0 900l 3mmn@03s, 9&o3mdMngow
dgomdomos 30mmdgdo bgbbgddg s, 3Gsd@ognmaw, bybbal
5090l yggmodyg dom@ogo 3Om 39 nMs s dsbamdy
80603syfo LadHM(396@™ 3obs 3390930 dgbmagads
3m3dbdsmgdgmb.

©odmemb, Rgg60 3mB3s600l GMownonmo gobynmmds -
3ME3MEsG oo bmznsmgma 3sbmbobdggdmmds. Azgb
308594mdm, HmB8 m0dobo 35630 ymzgmmzgalb gsdmaomRgmes
®530b0 domao bmznsmMa 35Lybabdggdmmdam s domby
5d@0mn dmmzgabgmdom bLabmasmgdMog s bmznsmy®
Lygmgddn. (3bo@ns, gb Bodsmmymgds 2010 Bgeba(y
3MomM0@ @ ma ngm Rzgbmgab. Jgbadsdabe, gobam Bgmb
R3960 356 30L 8ngF dzgmdmddgegdadg onbatmxs 800 somsbo
oo,

2011 Bgemb Bgqb od@oMo gogeadgmgdo 530bsblbn®
5 0bLEGNGM(EOMbomME gobgomsmgdsb... oxyd(ss, o3
y39mox3mab dgbobgd 39 Losdmgbgdom BmanmbEmmdo
Byb@ow gMmo bemab 3g8ga, 86306 2011 Beals
3bgamndal 339Mmgdnsb!
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Strategy
Chief Executive's Review

111n 2010, we were as successful and rapidly growing

as we were in the pre-crisis years. 7/

In 2010, we were as successful and rapidly growing as we were in
the pre-crisis years. The bank’s success was reflected in specific
financial indicators at the end of the year:

The Net Income of TBC group at the end of the year was GEL

49 m; total loan portfolio increased by 32.4% and the deposit
portfolio by 37.8%. Similarly, total assets of the bank increased by
GEL 530m, constituting 30.5% growth.

Confirmation of these financial achievements are underscored by
the international acknowledgements TBC Bank has received in
the past year. This includes Moody's, an International rating
agency, which upgraded TBC's long-term foreign-currency
deposit rating from B3 to B1; and has changed the outlook of the
bank to “stable”.

Financial Times Group and magazine The Banker named
TBC Bank as the Best Bank of The Year in Georgia. EBRD
named TBC Bank as Georgia’s most active bank in trade
finance in 2009.

The most important news of 2010 was the launch of the new
loyalty program —-the Smart Club. Members of this club

are loyal customers of the bank who receive additional Smart
points for using bank services. The smart points are then
exchanged for desirable gifts in partner stores and service
providers.

As a result, each purchase made via bank card or funds saved in
the bank or a loan, bring additional benefits to the members

of Smart Club. Moreover, the Smart Club systematically organises
several exclusive events for its members, who then

receive the tickets for these events as a gift. Seven months after
launching the programme, Smart Club already has 55 thousand
members. The average number of products used by each
customer increased from 2.3 to 2.7.

Over this period, we were actively working to improve our
existing products, as well as creating new ones. During the year,
we offered two new products to our customers: TBC Platinum, an
exclusive card for the clients of TBC Bank's VIP service and
Deposit My Goal, a new accumulative deposit, which helps
customers save money for a specific purpose via monthly
installments.

From the beginning of 2010 and due to the country’s improved
economic climate TBC bank gradually began to soften its terms
on credit products. This was exemplified by TBC Bank'’s simplified
new procedure on the issuance of loans and having the lowest
interest rates on the market.

And finally, the traditional value of our company — corporate
social responsibility. We are proud that TBC Bank has always been
outstanding when it comes to its strong social responsibility and
active participation in the public and social sectors. Certainly, as
always, this direction was of a high priority for us in 2010.
Accordingly, our bank spent GEL 800 thousand on charity
activities.

In 2011 we actively continued financial and institutional
development... However, | will speak with pleasure about
this in exactly one year, from the pages of bank’s 2011
report.
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Business Review
Corporate Banking

3MO3MESG 0o badsebjm dmBLabaMmgdal ©g3sMGsdgb@Go
mM096@G0Mgdggmos dbbgomo 3md3sbogdals, sbggzg
bobgmdbogm s bLagHmadmEabm MEMgsbnds309dal
Ladgb@dy. Lbgowabbzgs Lg@mMab 3mEEBmgdL JoFmazgb
393mEomo NgBG™bo 356306 980. abobo IMIbIsMgdmgdl
MB0gg@bamm 8mBLabymadol 1bg396 s sdmgzqb
3mmgqbogm HRY3938L dabBybal ognbsblbgdals

LEOYJG Mol dgbobgd.

2010 Bemob dmmmbogol 386 30L 3mE3mEs@ommo
3m096@9dab Magbzds 1571 3goanbs.

3ME3mEsG0nmo 3mMGHgmob pomgdgHzgdob ©mbgd
23.5%-©56 15.2%-8009 onboo.

©93mb0@gd0b 3mEmEGRgmo gondeMos 64.9%-0m),
Bogbgsgsm bLadmm396@m gobszggoal 0.5%-0m
dgd306gdaba.

3ME3mEsG oo bbbgdab LodobEm Bagmo 1.5%-0m
350D s 24.2% Jgoanbs, boem 3m@E3m@s@ommo
©93mD0@gdob LodsdEm bomds 18.1% 83°Q6“6°1-

2011 Bgemb 85630 og@ogMoe gosg®dgmgdl gmm3m@sgogmoa
Lo d@™MENb s 3MYENEGgdL, Moz Brmab oMzgm m3993d0
30dmgmnbs 30y 3. 35630 393353L 30dmoygbmb gobrs(3g0b,
96963980300, bmggmol dg@mbgmdols 3Gmoyd8gdals
3500393539300, 06x3MobLEMNJGNMOL s gogMmds-
8m3babmgdab Lgd@mmgddn sMbgdmma dgbsdmgdmmdgda.

' 35Do60 dma(3e3L B0gcm, 8306, Ledysmm, sbggg JMBImGa@amem bgbbgdlb/og3mbodgdl
3960d365: 35DG0b Bogngdo 8m(398mmos Lgd-0b LB 6B E g0l dobgywgom.

The Corporate Banking Department is focused on the large
businesses segment, along with state enterprises and
international organisations. Various sector portfolios are
managed by experienced Senior Bankers who provide universal
services to their customers, including professional advice on
structuring the fundings of businesses.

At the end of 2010, the bank’s corporate clients’ base exceeded
1,571.

Despite the high growth in corporate portfolio, the provision
level in 2010 dropped from 23.5% to 15.2%.

Similarly, in spite of the 0.5% reduction in interest rate p.a., the
deposit portfolio has grown by 64.9%.

The market share in corporate loans increased by 1.52% YoY and
amounted to 24.2%, while the corporate deposit market share
reached 18.1%'.

In 2011, the bank anticipates a further increase in lending in the
corporate segment, which has already been proven in the first
few months of the year. The bank also plans to explore the new
opportunities available in the healthcare, energy, agriprocessing,
services and infrastructure and trade sectors where there is high
growth potential.

" The Corporate market includes Micro, SME and Corporate loans/deposits
Note: Market shares are NBG based.
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Lozomm bodsob zm dodommyemgds

Sbomn 3Mmemd8)qo0

sbsdomo ,hgd0 Jabsbo®

2010 bgemb 0030b0 356335 @g3mDGgdal Jgboyy googsmommgs
o 3mIbIomgdgmb 3owgz gfmo s6sdsta — ,Ag80 Bobsbo®
Jgbmoagobs. gb oMol BH@a© 5658M0l Bon@mbabgmds,
3oz 8906536 9L Lodmamgdal sdmgal, dgegmmagmb
®abbs 3mb Mg mmo 80bbabomgal s 58 80bbals
5036083690 babgmo mgommbgg @osM ol sbadomb: dog.
B30 3567565, Bgdo dabs, Agdo gobscmmgds s ..

»$930 80B3b0" sbgMa30L EMNESE dornsb dm3mamymon
3MmE @0 gobes. 53 Imababymgdoo 1339 0bafMggdms

6 503085 55805685, beaenm Brrol dmmmbasmgal ,hgdo
80Db0b” 3mMHGBgm8s 10 omombo mamn dgomanbs.

®060b0 3moB0byyda - bodo badsbgm
36Mm9 40 ghm domomdo

aobaym Bgmb 0080bo 856335 msogobo VIP 3emngb@8gdabogals
394860 sboma, gdbzmnbon@o @aDsabab, RodnGa g30bs
3560m0 ,0080b0 3@ nbydn”, HmIgma(y 59Mc0sbgdl
gfoMmnma© 3 bbgesbbgs badsbzm 3Gmond@L: dsmsma
3abob 305 by gMgoa@m dofmemb, dgdbsbzgem sbsdamb o
803@0bomg obgstndl.

@080b0 3mo@0bydn bGsboMGMmo bszMgwoodm
doMamnbogab gad8momBgss Mbogomama mgabgdoo — dafomdy
@b g omgdam badmb ymzgmmganmsm gMazbgds
domomo badmm39b@m Latagdgema.

335b056, doMsmnl Igmmdgma s38mIsGnEam brgds 3ods
3ma@nbyd 3emmdob bggho, Mo 3oL Jgbadmgdemmdsl
3dmygl, 0baMagdemmb dMsgomo gobrs jmgdoo ©s
130658gbmdgdom Jomgma dbmggmomb obdGedom, Jgdwya
bzgMmgdda: babEMdmmgdo s JPMMEMEqda, sg0s
383560930, 8mg doymds, godaxgsbbomgdgma bds-
Loembgdo @s 3Msgamo Lbgs.

30968 9d0b comosmnMmdols 3Mmamads
®0d0b0 35630L Smart Club

2010 bemob 9360d36gmmgabgbo 3Mmgd@n, Mmdgmo(s
08000 356335 Bobogyco 30mgdab bgadgb dyg
3565bmM (309, MmmosmnG™dol 3Hmamsadols
3dmgddggdss. Smart Club - sbg 9bmegds madabo
35630b cmmose@o 3mngb@gdal 3emmdl, HmImal
B9369d0 Rsommba 561056 9.6. dmbybgdals
3MmaMsdado.

3Mmaodalb goMamgddo, 3mdal Bg36gdn, doMamowo
Lodsbgm dmBLabyMgdam LoMagdmmdol bobs(3zmmme,
35630b356 LohRm Mo nmgdgb Smart Jumgdl s dom
9393 3oMGbom® mdngd@gddn, babymzggm
LoRgdMgdDy (33em00b.

Jdgogase, Smart Club-ob 6936gdobogol badsbgm
35M0mM0m 3539090 mommgnm d96sdgbl, 356 3d0
©oaMmM30m ©bsDMalb 0o smgdgm Lgbbl sbaema,
3358 gd0m0 bomagdgmo dmsggl.

Smart Club-30 356930056965 3gdemoas bgdabdng®
30D 36 306, GmBgemoas 9339 Lofagdmmadlb mndabo
356 30b 8m38LabFMgdom, 56 bLyGgomon o43L asbogl
@080b0 356 30L 3mBb3scgdgmoa. ngo doomgdlb Smart
Club 85600b, Mm3gmdg s brgds sgHmgarma
Jmgdob otazbgs s 398wy, dscmn gobsmmgds
3oM@bome 8oobngddn.

530096037 3GmE9 80 batg gdemmdal dgdmbgzgzsda
bgds Jnmgdal gom@doggds s aoboddaggds.

Jgbodsdobaw, Moz 8g@0 MmN J@0o bamagdmmadl
3096@0, doo 3g80s @agmzama Jumagdol
omEgbmds.

©335@9d0m, 3edab 8@ om bg369dL Brol
356803mmdado 35630 3gHomemmow nb393ws
3bmgmom 30bm3mgdogMgdbs s g94bgmabon®an
3ommzgal 8mbymdam mmbobdngdgddy.

53 &030b gLy Doggddg dmbabgggn, 35630l

358 gd0m0 bakmdsfns 3emmdab Bggmgdobomgab.
356 530bs, EAMEsM™, Smart Club sbymdl
L3gEodEYH 57(3090L, Bl BoMmamgdda dob
693690L gdmggom Ladmamyds, Lbgssbbgs
309489330 Joommb gdbgmbonco goboszmgdgdo.

5bobndbsgos, HmAd 3oMzgmo yzgmadg sb3Gsdaymo
3mmgd@o bmzosmam Jugmgdda LBm@go Smart Club-b
m303806Mgds. 3gMdme, Smart Club-ob 356 3396 @0
Facebook-%g 30Mggmo yzgmadg sd@onco Jotoma
396 g39M©0s, HmBgmB8sz 1339 200 s0sbdg 8g@n
3560 305gM0565. Mm0dabo ngm 3oMggmo 35630,
Gmdgemo(s sbg 9gd@orcow s mMMogobsmy®o Bmmdoo
353mRbs bmznsma® JLgmdo.

65(3 399bgds Smart Club-ob 60%69b-3ggagdb:
56903300056 7 m30b mog3by, Smart Club ¢339 55 sl
B936b 99M005690w@s. gfma 3mogb@al 8mb3stmgdamo
36mMd8 g0l badnsmm Hommgbmds 2.3-0sb 2.7-3wg
350DoM©s, brem 3s630bs@do 3mngb@gdol
dogodgnmmdab 3shgzgbgdgmo 5%-0m gondomws.
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Retail Banking
New Products

Deposit My Goal

In 2010, TBC bank introduced an additional type of cumulative
deposit — My Goal. Customers can save money for a specific
purpose and provide a specific name to the deposit i.e. My Car,
My Apartment, My Education and so on.

My Goal has become a very popular product. Six- thousand
customers have already used this product. At the end of the year,
the portfolio of My Goal was GEL 10m.

TBC Platinum -
Three products in one card

Last year, TBC bank introduced the new TBC Platinum visa card.
The card is exclusively designed and equipped with a microchip.
It is a combination of three banking products: high-class Visa
credit card, savings and current accounts.

TBC platinum differs from the standard credit card in that it
possesses unique features. High interest is accrued on any
positive balance of the card each month.

When the cardholder becomes a member of Visa Platinum club,
the membership enables the cardholder to enjoy various
benefits and discounts around the globe. For instance: in hotels
and resorts, airlines, travel, spa centers and many more.

Customer Loyalty Programme
TBC Bank’s Smart Club

In 2010, TBC bank launched an extremely important
project for retail the segment- the Smart Club customer
loyalty program. Members of the club are involved in the
so-called Bonus Program.

Club members receive SMART points for using regular
bank services. They can exchange the points for gifts in
partner stores and service providers.

As a result, every purchase made via bank card, every
savings account and every loan brings additional benefits
to Smart Club members.

All existing and potential clients of TBC Bank can join
Smart Club. They will receive a Smart Club card.
Customers can use the card to accrue points and redeem
them in various partner stores. When the customer uses
several products, points are doubled and tripled.

Accordingly, the more products customers use, the more
points they receive. Throughout the year, the bank
invited active members of the club to various events,
including worldwide movie premiers, as well as a number
of club-exclusive events.

These exclusive events are the bank’s additional presents
to the club members. SMART CLUB also carries out
special campaigns enabling club members to benefit
from exclusive discounts from various merchants.

SMART CLUB is associated with the first and the largest
project in social networks. More precisely, SMART CLUB’s
fan page on Facebook is the first Georgian fan page, and
it has attracted more than 200 thousand fans. TBC is the
first bank to have such an active presence and original
appearance within the social network.

In terms of SMART CLUB'’s business results, 7 months after
its launch, SMART CLUB already had 55 thousand
members. The average number of products used by each
client increased from 2.3 to 2.7. Similarly, the degree of
customer attachment has increased by 5%.
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2010 Bmob obobynbowsb, dggysbsda g3mbmBozn@a ascgdmb
3018%mdgLgdal gomgamabbabgdom, madabin 356330

3955 0mMo 0536 700E7d0L 3ME0B03d ©d g@e3mdFngsm
Jdgomdomos 30mHmdgdo bgbbgddg. Igbsdsedabsa, 2010 Bgemo
358m@Bggmo agm babgbbm 3GmEnd@gdab odz0gdab
LodMmsgmoam. Bemob 456353mmd30 onggads s
306bmM(309ms Lybbgdol 4 Jbbgomon 39335605, BMBemals
BoMmamgddo modabo 356385 m3bomgdgmb dodbodsmaMac
903500560 30GHMBgd0 s Jomormm bszMgoo@m dsbsmdy
Loy 3gogbm Ladmm(396@™m aobszgzgomgdn dgbomagsdo:

Labbgdals 3od3sb0gdo:

-8 Bodago biyyMgomgdal sbGmgdal 396!

53 30835600b ggomamgddn modabn 356385 onbym SALE-54(30s,
m3gmoz gmobb3mdos bs 3Mgoo@m 3Hmoed@gddy
306mdgdol 35856039355 s 03mmg M, LadmbIsgdemm
©5 53@mbgbbgdal BEemom@o go6s 339009 1%-06
Bobrogmgosb;

RELBRNINYA — 538 mNEWS-930 000d0bo d5630b356!
39935600b gomamqddo 538 mImygemmagdds, bbgs

390935098036 gPmew, Joomgb 0%-05b0 53&masb350gds ©
53&™M033mMEG 0 g5bzomgdom;

— ®060b0 65630L 5-356b 33ma30060 Lgbbgdo:
d@mIdH00sb Mm0dabo 356335 5-3oMb 3gmagnsbo Lgbbgdal
353995 ©30bym. 30Mz9mom JoMmornm dobamdy, 456335
8m3b3amgdgmb dgbomogads bgbbgdo 1-mg0860 Lodgmagscmm
39Fomeom s 1 pmgdrog 3ged06s bybbab go3930b ™.

RELENLMINA — 13679 (39096@™ 306mdgdo s dogbodsmmn@so
3350 bLadHm396@m aobszggoo:

0939939630 0030b0 356335 IMBBBsMgdgemb bosbomBemm

LRy dotn gogzgme: 9369 (39096@™M, 1 basmsdwg dgedsoms
LodmbIoMgdemm bgbbob go3930b MM s 3060848530y

©0b0s Ladmm (3968 m gobsgzgmgda bgbbgddy. 39Mdme:
03mmg s —11%, Lodm3bdsGgdmm s 53&mbgLbbgda - 15%. 3
308356000 dggasm, ®0d0bo 35630L bazomm bsgMgooGm
3mMEGRgmo 09398096380 64 b motno gsobasMs.

obg39 39bbmA (30gm©s 0%-0560 LEGogn 4563500909500

3730900 ,9m0@ gmgd@®mmbadLLs” s 3039398
»37030em30", 3Mmaods ,3mB304 8 gMgda yzgmob”.

30D boMmydal BgbBnzsmo

Lo gMgEo@ ™M 3OmENJ@gd0b 9430900l 3sMomgmuMsc,
®080b0 356330 Bomds@gdom gobbm(z0gmms 30bds
do6omgdob 3093 9Mmo BgbGngsmon, Bmdgmos bymb

35b6bs 3@ gdyma s4@ngmdgdom ©s 3Mndgdals

Mgy gmHmzbgdom godmombgmms. mMn dmagsmo 3Gadob
3565, Mm3geoacs 1 Jommomb bLAsME Jymob s ,m3b6gdal
Jomoddo® 2- 353006 Lag DAL gmmabbdmds, 100-3s
3580M%39899m3s 0030b0 35630basb Foomm sshggmmgdMogo
3M0Dgdn: Mak book Pro, iPhone 4, iPad, com3m@sb gonhgto,
LaboRdig gonhgmgdo Bomabagddo: ,gmad) gmgd@®mbodbo®,

»bgmBo®, ,3mmg 39, ,oMgbo® s ,39698mbo.

30D daMamgdab ggb@ngsema 3 0g398d9Mb onbym s

31 00636058007 gogMdgmes. Jobdo sg@mBo@ o
8mbobomgmdms m0dabo 35630L gnbs doomgdal yggmes
3g3mmdgmo, GmIgmds(z 93 3gMomedn dafsmom
35bobmM(309ems 8060343 5-momnsabo 3gbadgbo bago@mggmml
bogogmm s 8mBLobyMgdalb mdagd@gddn, o6 068 gMmbg@no.
Ro@omms gdbzmmn oo ogd09d0, Hmmalb gomamgddo
®080b0 356385, 30Ds daomgdal 8gmmdgmagdl, Bsmsbogdda
L3gosmNFo Gobeszmgdgdo, goboMmmmd (3968 Mgd3n

©335@ 90000 @A™ ©s b3gnsmyHo dgmagsdgdgdal
3omgboata dgbmagsde.

B0dogncMo 306550L bs 3G g0 m
dmabobymgds

2010 Beoob g06853mmdsdn yumoemgds gm8mdmes, Mmamm(s
L3P gEoG™M 3MAEEGBJmab baabbolb gondxgmdgbgdsl, abg
Lagomm 3mAHG Gl 8mzmmmdal 860336gmmz6 DMwsb.

356395 LogMdbmdmMa© gosydxmdgbs bszMgoodm
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Retail Sales

Given the improving economic environment, TBC bank increased
its retail lending and has gradually relaxed its credit-eligibility
requirements. As a result, in 2010, the bank provided a great
variety of loan campaigns. Four large campaigns were planned
and implemented during the year. The bank offered customers
advantageous terms and the best interest rates in the Georgian
market via these campaigns:

Loan Campaigns:

(@ETnaTeEN[e[alNIN 8 Steps Towards Your Dreams
With this campaign TBC Bank began softening terms of credit

products and offered customers 1% sale on mortgage, consumer
and auto loans;

CEITCETIINPH AutoNEWS from TBC Bank
With this campaign, auto fans received a 0% installment car loan
and installment car import loan together with other benefits.

5-Star Loans from TBC Bank

TBC Bank began disbursing 5-star loans starting in October. For
the first time in the Georgian market, TBC bank offered
customers loans with a one-month grace period. The bank
reduced the time needed for loan disbursement to one day.

Unprecedented terms and the lowest interest rate.
In December, TBC Bank gave a New Year's present to its
customers: it reduced the loan disbursement time to one-hour
and decreased loan interest rate to the lowest point possible,
specifically- mortgage loans 11% and consumer and auto loans
15%. As a result of this campaign, TBC Bank’s retail credit
portfolio increased by GEL 64m in December.

The bank carried out 0% fast installment loan campaigns in Elit
Electronics and hypermarket Goodwill. The programme
Computers for All was implemented as well.

Visa Card Festival

Alongside the loan campaigns, TBC Bank successfully carried out

an additional Visa Card festival. This year’s festival provided

special activities and diverse prizes. Two main prizes were: 1, 000,

000 Smart points and a tour to Dream City for two people. In
addition, up to 100 winners received wonderful prizes from TBC
Bank: Mac Book Pro, iPhone 4, iPad, a voucher to Lopota, as well
as gift vouchers for stores like Elit Electronics, Swatch, Voulez
Vous, Address and Benetton.

The Visa Card Festival began on December 3rd and lasted until
January 31st. Each holder of a TBC Bank Visa card who made a
purchase of at least GEL 5 at a Georgian merchant or on the
internet automatically became a participant of the festival.

TBC Bank carried out exclusive campaigns for TBC Bank's Visa
cardholders and offered them special discounts in stores,
additional time in entertainment centers and a calendar of
special offers.

Credit service for individuals

In 2010, TBC bank concentrated on both significantly increasing
retail portfolio and improving its quality.

The Bank made loans more available to the public by notably
improving the terms of credit products. Interest rates were
significantly decreased and terms simplified. These changes
stimulated the retail financing of individuals.

The bank launched new and improved existing portfolio
management tools, which resulted in improved credit risk
management. The improvements enabled the bank to identify
and limit the financing of risky segments.

In 2010, TBC bank concentrated on the reduction of overdue
debts. The Bank continued restructuring the loans of the clients
with financial difficulties. The volume of overdue debts
decreased significantly.

As a result of implemented changes, in 2010 the bank generated
high-quality credit portfolio that would consequently earn high
revenues.
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SME
SME Sales

In 2010, TBC Bank'’s priority on the SME sector was to increase the
deposit and loan portfolio as well as service quality. The bank
worked in two directions to achieve these goals: first, the bank
focused on increasing customer loyalty and second, it actively
worked on new client acquisition.

As a result, the number of SME clients increased by 25% and the
volume of funds was raised by 48.0%.

Last year was successful for SME financing: In 2010, the credit
portfolio increased by 72.5% compared to 2009. In 2010, the
bank actively worked on improvement of its credit portfolio
quality, resulting in the significant decrease of overdue loans.

TBC Bank also actively worked on increasing service quality and
client satisfaction levels. Every small and medium enterprise has
a personal service manager in the bank that helps them solve
existing issues and consults with them on bank products.

The bank concentrated its effort on the improvement of remote
channels. By the end of the year, the number of legal entities
using internet banking increased by 77%. The share of
transactions made via the internet in total transactions increased
significantly, from 40% to 77%.

TBC Kredit

TBC Kredit (earlier SOA Kredit) is a credit organization
which has been successfully functioning in the banking
market of Azerbaijan for more than 10 years, starting
from 1999. The company has much experience working
with various types of loans, including microfinance, SME,
consumer and mortgage lending. TBC Kredit
shareholders are TBC Bank (75%) and Shore Bank
International, USA (25%).

2010 has been successful for TBC Kredit, as the total
portfolio has grown by 19.4% since the beginning of the
year. It is important to point out that the company’s new
microfinance business-line grew significantly during the
year and reached 219% growth by the end of the year.

TBC Kredit decreased its interest-rates for mortgage
loans. It has the most attractive terms in the market. In
2010, TBC Kredit launched a new product — travel loans.
The product was specially designed in cooperation with
various travel agencies to promote affordable vacation
travel.

TBC Kredit has ambitious plans for 2011. One of its
objectives is to increase total loan portfolio to USD 30m,
which means 58% growth in comparison to the 2010 year
end results.
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TBC Leasing

There are only three leasing companies operating on the
Georgian market. TBC Leasing (TBCL or the Company),
has a leading market position with a 42% share of the
lease market.

TBC Bank and the EBRD hold 90% and 10% share in the
company respectively.

The company ended the year with total assets of 18.4 m GEL.

During 2010, TBC leasing had two major priorities: first, to
improve the portfolio quality, which had significantly
deteriorated after the 2008 crisis and second, to improve
its sales in specific industries, such as the printing,
medical and transport sectors. The company
strengthened its asset management function.

TBC Leasing together with an international consulting
company prepared a strategic project to identify
opportunities in the market and set priorities for the
following years. The changes in the tax and legal
environment were initiated in the end of 2010. Those
changes are significant for further development of the
Georgian leasing market and therefore TBCL.

In 2011, the company plans to introduce new products,
increase new business financing, establish good vendor
programmes and create additional value to the
customers as well as shareholders. The anticipated
changes in the law will enable full recovery of the
company in the post-crisis period and create a basis for
growth and success.
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Social Responsibility

TBC Bank distinguishes itself by its social responsibility. Since it
was founded, the bank has stood as one of the best corporate
citizens in the country. TBC Bank has not only actively
participated in various charities, cultural and social projects but
also been a founder and initiator of many projects.

TBC Bank, as a company with a strong sense of social
responsibility, has responded to each and every important
problem or issue in the country.

Our company supports and implements projects in social and
cultural fields that are results-oriented, focus on long term
development of those fields, and projects aimed at retaining and
protecting social, cultural and national values.

This strategy is implemented in the following directions:
= Social programmes;
» Renovation of historical monuments;
«  Culture and Arts;
»  Charity organization TBC Fund.

In 2010, our bank spent GEL 800, 000 on charity. We continued
our projects in the social, cultural and public sectors and paved
the way to several long-term projects. More precisely, TBC Bank
spearheaded projects such as the annual literary competition
Saba, which TBC Bank founded in 2003. Today Saba is the most
prestigious literary prize in Georgia and the Saba Award
Ceremony is the major literary event of the year.

TBC bank also took on the project aimed at financing the
renovation of Mukhranian Bagrationi’s stable in Mukhrani village.
Under the financing of TBC Bank, the natural cover of lori groves
are restored and conserved. In the framework of the project, a
special incubator will be constructed, where unique species of
birds will be cultivated.

In 2010, the bank financed the protection and restoration
of the following historical and architectural monuments:
* Purchase of a cathedral for the United Kingdom and
Ireland eparchy;

* Reconstruction and the refurbishment of Phoka
monastery;

* Reconstruction and the refurbishment of Gudarekhi
monastery;

»  Purchase of bells for Ruisi-Urbnisi monastery;

»  Construction work of Virgin Mary Annunciation
Monastery;

= Refurbishment of the Saint Barbare monastery;

»  Construction of the church in Tianety and Pshav-
Khevsureti eparchy;

= Construction of the Virgin Mary Cathedral in Poti;

«  Construction of St. Nikoloz church in Lagodekhi.
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TBC Gallery

"'\ cycle of exclusive music

events began in the TBC Gallery.’

TBC Fund

By hosting over 40 cultural events last year, TBC Bank successfully
continued its tradition of being one of the most important
cultural centers in Thilisi.

Among those events were presentations of new books, movies,
audio discs, exhibitions of paintings, photos, and various
performances. Currently TBC Gallery is one of the most active
and prestigious galleries in Thilisi.

Since December 2010, a cycle of exclusive music events began in
the TBC Gallery. Every month throughout the year well know
artists will host an event. TBC Bank will exclusively offer access to
these events to its VIP and Status Customers.

Founded in 2008 and with the purpose of helping the
victims of the August 2008 war, TBC Fund continued its
active work during the year. In 2010, the following
projects were implemented by the Fund:
» Supporting musical education of internally
displaced children in Tserovani;
» Vocational training for internally displaced young
people in Tserovani;
» Healthy Generation in Tserovani, financing sports
facilities;
> Integrated classes in Tserovani school;
= Provided guardianship of two, physically injured
children;
> Support of Akhalgori Culture House;
»  Psycho-social support of internally displaced
young people in Tserovani.

Total budget of projects implemented by the TBC Fund
constituted GEL 213 K.
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Financial Review

The TBC Group delivered a total comprehensive
Income of GEL 50, 252 Kin 2010 which is

an increase of 1,587% (2009: GEL 2, 979 K) from 2009.

Net Interest Income”: Net Interest income has increased by GEL Net Non-interest Income

11,013 Kand reached GEL 162,814 K. This increase was due to

the growth in Interest Income which has gone up by GEL 17,312 48,532
K to GEL 271,805 K. The biggest contribution to the net interest

income came to Corporate Loans where the group has achieved 33,153

significant growth. Similarly, we saw an increase in Interest
expenses which went up by GEL 6,300 K to GEL 108,991 K. The
reason for the increase can be explained by the growth in the
deposits portfolio which was growing rapidly in 2010.

Net Interest Income 2009 2010

162,814

The other major driver to the increased net profit was the decline
in assets provisions, which have decreased by 62.3% to GEL
35,312 K(GEL 93,575 K in 2009). The decrease in this parameter
was reflected in the improved NPL ratio (PAR 90) which
decreased from 2.6% in 2009 to 1.6% in 2010 and NPL coverage

151 801 ratios which increased from 586.5% to 671.1% in 2010.

2009 2010 NPL Coverage ratio

High growth in net interest income was driven by the effective
interest margins in 2010. Although there was no increase in 800% 671.1%
Spread and NIM in 2010, we almost maintained the same rate of 586.5%

10.2% in Spread and 6.8% in NIM on Earning Assets. o 3172

400%

230.6%
Net Non-Interest Income": we have experienced a similar 200%

performance in net non-interest income which has also
increased by GEL 15,379 K reaching GEL 48,532 K.

0% T T T 1
2007 2008 2009 2010

' One-off discount income from prepayment of borrowings in 2009 is excluded from the calculation.
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NPL Total liabilites
1,890,509
4% -
3.6% 1,411,277
3% 2.6%
2% 4 150 1.6%
1% -
2009 2010

0% T T T 1
2007 2008 2009 2010

Balance Sheet:

Assets: in 2010, Total Assets reached GEL 2,268 m, which is
30.5% higher than the previous year’s figure. The largest
portion of this significant growth was attributable to the
increased loan book which has gone up by 32% to GEL
1,548 m (2009: GEL 1,169 m). As per industries, we have
seen the biggest improvement in Corporate and Mortgage
Loans which declined after the world economic crisis and
the August War in 2008.

Total Assets

2,267,781

B Total Assets

1,738,020

2009 2010

Liabilities: In 2010, we saw a major increase in liabilities which
have risen by 34.0% and reached GEL 1,891m. Similar to the
assets, the largest contribution to the growth was made by
Deposits, where the Group has achieved growth of 37.8%
reaching GEL 1,365 m in 2010 (2009: GEL 991 m). The biggest
growth came in the Individual and Trade and Service Sectors. As
a result of the increased Deposits portfolio, the Group’s Loan/
Deposits ratio has decreased from 118% in 2009 to 113% in 2010.

Apart from TBC Bank which is the largest contributor to the Net
profit, we have seen significant financial performance
improvements of our subsidiaries, in particular, TBC Credit which
is the Micro finance organisation in Azerbaijan. In 2010 TBC
Credit’s loan portfolio has grown by 26.5% to GEL 34,951 (2009:
GEL 27,622 K), the increase in the Loan Book was reflected in the
Net profit where TBC Credit achieved 116% growth reaching a
net profit of GEL 331 Kiin 2010 (2009: GEL 153 K).
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Capital

In 2010, total capital of the TBC Group reached GEL 377,272 K
which grew by 15.5% compared to the previous year. The main
driver to this growth (99% of total growth) was netincome in
2010, which was GEL 49 m.

As of December 2010, total regulatory capital reached GEL 480m,
which grew by GEL 39 m (8.8%) during the year.

The TBC Group's Tier | Capital was GEL 344 m at the end of 2010,
which had also grown by 18% during the year.

Risk Weighted Assets
480.1 B Total Regulatory 1582
441.2 Capital '
M Tier | Capital 428
1,154
2009 2010 2009 2010

Risk-weighted assets followed a similar trend in 2010, which had
experienced growth of 37%. This growth is a result of a
significant increase in the credit portfolio.

As a result, as of December 2010, Tier | Capital reached 21.8% and
Total Capital 30.3%. These indicators (as in 2009) are significantly
higher than the limits set by the regulator, where Tier | Capital’s
adequacy coefficient should not be less than 10% and Total
Capital adequacy should not be less than 15%.
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Risk Management &
Corporate Governance

Risk Management

In 2010, TBC Bank took important steps towards improving risk
management systems: risk appetite levels were revised; tools to
control compliance of business objectives with these indicators
were designed. The company and the sector ranking system
were renewed.

On the basis of the system, loan pricing principles were revised.

The credit portfolio monitoring system was improved for retail as
well as for SME loans.

For the purpose of sound liquidity risk management, the bank
has implemented the Maturity Mismatch Model in accordance
with BIS Principles (Principle 5), introduced appropriate Stress
Tests, 'What If' Scenarios and developed a Liquidity Contingency
Plan.

Policies and procedures for Interest Rate Risk and FX Risk
management have been updated to align them with the current
reality of Georgia and its banking system. Human Risk Indicator
systems were established.

Today TBC Bank has a well established risk management system,
which ensures identification of significant risks, the
determination of risk appetite levels, and ensures that business
processes are carried out within these limits.

The organizational structure of the bank makes risk management
function independent of business directions. Compliance of risk
levels with planned indicators is systematically monitored by risk
the committee.

Corporate Governance
Statement of Compliance

As TBC is incorporated in Georgia, we comply with the Corporate
Governance Code for Commercial Banks adopted by the Banking
Association of Georgia in September 2009, which has been
drafted with the guidance of the International Finance
Corporation (IFC) and is based on international recognized
principles of good corporate governance.

Leadership
The governing bodies of the Bank are: the General Meeting, the
Supervisory Council and the Board of Directors.

General Meeting of Shareholders
The General Meeting is the supreme governing body of the Bank.
General Meeting:
« Elects and dismisses the members of the Supervisory
Council of the Bank;
= approves the reports of the Supervisory Council;
« approves annual financial statements submitted by the
Board of Directors;
» decides on the remuneration of the Supervisory Council
members.
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Supervisory Board

The Supervisory Council of the bank, consisting of seven
members, supervises the activities of a bank. Members of the
Supervisory Council are elected by the General Meeting for a
term of four years. Certain shareholders shall have the right to
the extent provided under the Shareholder Agreement to
nominate the members of the Supervisory Council and have
such nominees elected as the members of the Supervisory
Council.

Day-to-day business of the bank, executed by the management
board, is based on the policies approved by the Supervisory
Board.

The Supervisory Council:
= appoints the General Director and other directors of the
Bank;
« creates the Audit Committee and any other committees
at the Supervisory Council;
= approves establishment and liquidation of the branches
of the bank.

Management Board

The Management Board carries out day-to-day management of
the bank. The members of the Management Board are: the CEO,
First Deputy CEO and Deputy CEOs (Directors). The number of
the members on the Board of Directors at any time is determined
by the Supervisory Council, provided the number of directors in
the Board shall not be less than 3. The members are appointed
and dismissed by the Supervisory Council. The directors shall be
appointed for the maximum term of 4 years. The scope of
authority of a director is defined by a contract entered into with
them upon appointment.

Committees

The Audit Committee is independent from the Management
Board and directly reports to the Supervisory Board. The
committee assists the Supervisory Board in overseeing the
quality and integrity of the Bank’s financials, its compliance with
relevant laws, regulations and other requirements.

Other committees: the Credit Committee, the Operational Risks
Management Committee and the Assets and Liabilities
Management Committee (ALCO) report to the Management Board.
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