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mniSvne B ovani TariRebi

1992
17 09399896L ox3dbes Lagzom Lbsbmasmmgds “mo-
Sabo d5630”.

1993
350bdn @0dabo ds63L Bogbags Logmsdmmabm m3gms-
(30900b Bo3mgdols mo(396D0s.

1996

0360Ld0 Ro@sMms 3oMggmo LogMmsdmmabm smo@m-
o dg8mbdgds “Coopers & Lybrand’-ab 80ge.

5330b@m3dn TACIS-bs @5 0080l 3563 dmenl goggme-
3d 3aMggmo bsgMmgon@m bgmadgzmymgds

0939939630 m0dobo 356335 @bym 306y s Ladgs-
mm 30bbgbob ©axbsblgds. goablbs gzmmaol MgzmbL-
GMJ300bs s go6z0meMgdals ds630L (EBRD) 3ofggmo
Loggo@m bobo — 3 Jomombo 533 EmEso.

1997
®gdgMgomdo  g3s0blbbs Bbmggmom  sbgal  bsgMgma@m
bobo — 1 domombo 833 EmEscn.

1998

®gdgM35emdo gooblbs bsgMmmsedmmabm bagabablbm gme-
3mMsznob (IFC) bsgMgmo@m bsdo — 3 Zomombo 33
M0, Mmdgma 3gmeg dodstomo oym 33067 ©d
Ladgsmm d0bbglob EexnbsbLgdsdy.

17 3508 m0dabo 3563Ls @s EBRD-b dmtnl gopmcdms
bgdggmmgds Lagdofmggmmda “s3Mgmn@nggdal bgm-
d936gymda 3Mmgd@olb” gebbmmsngmgdal memdsdyg, 2 do-
mombo 533 Mol mEgbmdom. 3Gmgd@n gbdstmgdmms
Logomoggmmdo gogMmdol asbgznmamgdsls.

16 3ol aoabbbs g9M3060al 0bgzgb@n(sngdabs ws
39630m0Mgd0L  3m335600L (DEG) Logmgoogm bobo — 3
doemombo 39M3sbmon dofgs, Gmdgma(s 3306g s badyys-
mm 30Bbgbols 3s630m8Mgdsl dmbdames.

1999
17 5330b@mb EBRD-ab “s36g0@nggdal bgemdgdbymadn

3Mmgd@ob” msbbs gonbamms 2 oemomba 533 mensfoo.
5350006, EBRD goMmsb@mMom omas 00dobo 3563
3otggmo 3msbal 3563930L B0bsdy.

850L30 @0d0bo 356335 FmBaBaemgmMds doocm ,Lbsdstmgg-
mmb 803Mmbagabsbbm 35630L" (mg39bmgmo “36m36ig-
©0@35630") ©3md6gdsdo.

2000

2 ;gdgMzamb a9Mdsboal 0bggb@0(30g80bs ©s gsbzams-
6980b 3m835600b (DEG) 80g® c0dabo 386 30bogals dmbos
Bgmmg  Laggo@m bobolb — 2 domombo g3dmb gsdm-
4megd.

26 350bL  bLagFHmsdmEabm  Laggabsbbm MBS0
(IFC) o 39M35600b 0b3gL@030980bs > gobgnomatigdals
3835605 (DEG)  mndabo 3s630L og30980b 10-10 36m-
(39680b dxmmdgmbo gsbobgb.

Lgd®g8dgdn Thomson Financial Bankwatch-8s m0dabo
3563L Logmomadmabm Gga@nban 8nsbags. gb oygm Jom-
oo 3m33s60nbsmgal bagHmsdmmobm Mgo@nbgal do-
Boggdob 3atiggma dgdmbzgas.

2001

8 850LL M0dobo 356385 ImbsBomgmds Bnocmm bagdstimgg-
mmb badgbbom Lasdmggzm dmmmabgal (GPI 3mernb-
30) ©53ndbgdsdo. GPI 3mmmnban 30Mzgmo Lawsbdmggam
3MB83s60ss  Logstmggmman, GmBgem8sy dmdb3amgdgeml
badgbbom abmzgzs Jgbmsgads.

16 53306@mb goablbbs LogMmsdmEnbm bsggabsbbm 3me-
3msz00b (IFC) bsgMmgon@m babo — 3 omombo meatin.
58 LogMgo@m bsdab geMamgddo mndobn 56385 0d3mag-
3000 ©53M0@gd0l 3HMaMmads gooRSMMNM3s.

2002
356806 mndabo 5630, BabsBLFn  BoBRzgbgdemgdals
Bobggz00, bogdsMmaggmmdn yggmadg 8bbgnema dsb30 gobes.
13 0360LL go8m3(398mmds “Georgian Times -0bs s 3ot~
39806gmmo 33mg3980L 3mB3s6os “ammdol” BogH cndabo
35630 2001 Bemols Lamzgogbm JoBomm 3mB3sbns ws-

bobgemes.

IMPORTANT DATES

1992

1999

On December 17, Joint-Stock Company TBC Bank was founded.

1993
In May, TBC Bank was granted a license to conduct international

transactions.

1996
In June, Coopers & Lybrand conducted the first international audit.

In August, the first credit agreement was made between TACIS
and TBC Bank.

In December, TBC Bank launched funding of small and medium-
sized business. The first credit line of the European Bank for Recons-
truction and Development(EBRD) — USD 3 mln was opened.

1997
In February, the World BanK’s credit line of USD 1 mln was ope-
ned.

1998
In February, the International Finance Corporation (IFC) opened

a credit line of USD 3 mln which was again directed at financing of
small and medium-sized business.

On 17 March, an agreement on the implementation of “Letter of
Credit Support Project” - USD 2 mln was signed between TBC Bank
and EBRD. The project was supporting development of commerce
in Georgia.

On 16 April, the German Investment and Development Company’s
(DEG) credit line — 3 mln German Mark was opened, which was
spent on development of small and medium business.

On August 17, volume of EBRD’s “Letter of Credit Support Pro-
ject” increased up to USD 2 mln. In addition to this, EBRD became
a guarantor of TBC Bank before the first class banks.

In May TBC Bank participated as a founder of “Microfinance Bank
of Georgia” (nowadays “ProCreditBank”).

2000

On February 2, the second DEG credit line — Euro 2 mln was ope-
ned for TBC Bank.

On May 26, International Finance Corporation (IFC) and German

Investment and Development Company (DEG) became the holders
of shares at TBC Bank, with participation of 10% each.

In September, the Thompson Financial Bankwatch awarded TBC
Bank an international rating. TBC Bank was the first Georgian com-
pany to obtain the international rating.

2001
On May 8, TBC Bank participated in the foundation of the Geor-
gian Pension and Insurance Holding (GPI Holding). GPI Holding is

the first insurance company in Georgia offering its clients pension
insurance.

On June 13, the publishing-house “Georgian Times” and the Mar-
keting Research Company “GORBI” nominated TBC Bank as the
best Georgian company of 2001.

On September 3, TBC Bank was nominated among the world’s
“Best Banks of the Year” in the annual bank rating of the Financial
Times Group’s magazine “The Banker”

In December, TBC Bank was awarded the Euromarket Forum-
2002 prize.
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3 Lyg@gddgmlb c0dabo ds630 Financial Times Group-ols
J@bsen  “The Banker™-olb  ymggmbmoq® badsobgm go-
&0bgdo dbmgmomb “Bemals bagggmgbm s6393L” dmols
©sbsbgms.

0939939630 00dabo d563L g3MImMaegM0056980b RmELy-
3ol (EuroMarket Forum-2002) 36g30s d0sboges.

2003

23 3s0bo  3m33sbns  “LodbMgo-smdmbagmgm  gg@m3als
39630056930b BMbE0” @0dabo 35630l sgzoems 25%-0bs
3gmmdgmon gobs.

9 bgd®gddgmb mndabo 35630 Financial Times Group-obos
J@bsen  “The Banker™-ob ymggmbmoq®m badsobgm go-
&0bgdo dbmgmomlb “Bemal bagggmgbm s6393L” dmols
3gmmgo @sbsbgmes.

5 0939939606 ®03abo 3563Ls ©s LagMmadmmabm Laga-
636Lem  gm@3mEs300L (IFC) dmenl gogmmdos bgmdgs-
Gmemgds Mabzgdalb abmggzol memdsdy — 2 daemombo
936m ©s 3 dommomba EmEso.

19 ©9393396L @0dabo 356365 s EBRD-b dmal go-
Bm@ds bgmdgz@mmagds 6 domombo 533 @mmsmals
™gbmdal bs3Mgadm babolb god8mymeaal msemdsdy. gb
0ym 3afggmo 0bggb@oazns bagsmggmmlb 3m3gHomm
Lgd@™®3a 2003 Bemal “goMgdal MHggmemoob” dg-

dga.

2004

056300056 Gb730mbatigds sbym 3m33sbas “mndobo
m0babads”, HmBgmoz ®0dobo 356335 osxdbs. bLog-
3056mdab ©3bygd0sb 1 bemal magdg “madobo mababg-
35" Lagomomggmmb bamobobgm dobasmdg LgFHombyma
3mdo300b ©5353985 dgdemm.

3om@3dn 33gMngnmds Fu@bsemds “Global Finance” oo-
dobo 35630 Lagam@m m3gMs3ngdal dsbatmdy dmgdgm
3bmgmomb bamzgogbm 356398L dmenl ssbabgms.

7 Lgd®g3d9MaL MBbEMEBAn ,,8350696dm @50dlL gfm3al”
(Financial Times Group) ymggmbmo&o badsbgm Hgo@ab-
30l dggagdo gsdmsboms, Lowsi bmggmomb ,,6mals
Lo ggmgbm 356398L” Bmeal bgmodgw 0339 dgbedge
©3babgmEs m0dabo 35630.

2005

03635030 LogMMadmMabem  Laggnbsbbm  gME3mMMs(3053
(IFC) 0080bo 35636 4 3orombo 533 menamol megbmdals
bgdmMEobaMgdamo bgbba gsdmmym. gb agm bLajsGomgg-
mdo bagFHmsdmEnbm 0bbEGGNEb dogh m3gMsommo
35630bsmng30L  LydmEEabomgdnma  bgbbol  gsdmymaezals
369396000

26 ogdgMgomb gooblbs m0dabo 3s630L sboemo Lomsm
mgobo.

1 850b0@sb @0dabo 356335 n3mmggna Lgbbal Bsgbo-
oo gows 20 Brmsdog asbots, Mo Logdotomggmml
Ldob3m  Lgd@MEbmgal Mggmen o  bodoxl Bom-
3mo@agbms. 35659y Lodofmmggmmdn bgbbgdal dsogbods-
M0 3onsbmds 10 Bgmo ogm.

27 agmoblb IFC-3 3 3omombo 593 mmatiol mmgbmdals
LogMgoGm boba gablbbs 3m33sbas “@adabo mnbabal”,
3ol ©s8x37dbgdgmos madobo ds63a. gb IFC-als 3o~
390 0639L@ 03055 Lagofmggmmb bamababam Lg@me-
do.

LgJ®gddgeda Financial Times Group-3s ymggmabeog-
o bddsbgm Mgo@nbado bmegmoaml ,,6emol Lagzgogbm
3563908L” dmab 339 Jgmabge ©ssbabgms madobo dsb-
Jn.
26 LygdBg9dgMb m0dabo 356335 ©d ggm3al Fg3mbL-
GPdoobs s 3sbgomatgdal 3s5633s (EBRD) bgmo
3mabgmgl bgmdggemmgdsl 330609 ©d bLadgsenm dad-
Bgbob  aNBaBLYdL  3MmaMmedsdy. Labgmdgzmmmgdm
@36bs 10 oemomb 533 mmamlb dgomagbws.

md@m3dgmdn s3gM0gmmds g@bscmds “Global Finance”
@0d0b0 83630 Lagam@m m3gMa30930b dabstdy dmddgm
bmggmomb bagzgogbm 8s6393L dmenl 339 dgmego
osbabgms.

7 bmgddgmlb LogHmedmMabm  bafgoBabam  Lasggb@m
FitchRating-3s 00d0bo 3s630L Ggo@obgn gosmdxgmdgle:
35630b aMdgemgsmnsba Mgo@nbgo “CCC+7-sb “B-“ om-
6937 3o0bsM®s, beagmm dmgmgzansbo Mgo@nbgo — “C”-
56 “BY ombgdrg. aMdgmgsemnsh 3gMb3dgd@ngada 35630l
Bs Jgnebs, Hmamiz “bEedocaymo”.

2003

2005

On May 23, The company “South-East European Develop-
ment Fund” became a shareholder of JSC TBC Bank, with 25%
equity participation.

On September 9, TBC Bank was nominated among the “the
Best Banks of the Year” in the annual rating of the “Banker”
Magazine of the Financial Times Group, for the second time
in a raw.

On December 5, a 2 million EURO and 3 million USD worth
agreement on risk insurance was signed between TBC Bank and
the International Finance Corporation (IFC).

On December 19, an agreement was signed between TBC
Bank and EBRD on allocation of a 6 million USD worth credit
line. This was the first investment in the Georgian commercial
sector since “Rose Revolution” in 2003.

2004
Since January, the company TBC Leasing, founded by TBC

Bank, started operation. In a year, TBC Leasing was able to hold
a substantial position at the Georgian leasing market.

In March, American magazine “Global Finance” named TBC
Bank among the best banks worldwide operating on the foreign
exchange market.

On September 7, results of the annual banking rating of the
“Financial Times Group” were announced - TBC Bank was no-
minated among the “the Best Banks of the Year”, for the third
time in a raw.

In January, the International Finance Corporation (IFC) gran-
ted TBC Bank a 4 million USD worth subordinated loan. This
was the precedent of allocating a subordinating loan to a Geor-
gian commercial bank by the international institution.

On February 26, a new TBC Bank’s Head Office was opened.

Starting May 1, TBC Bank increased the maximum term for
mortgage loan up to 20 years. This was the revolutionary step
for the Georgian banking sector. Prior to that, the maximum
loan term in Georgia was 10 years.

On July 27, IFC allocated a 3 million USD worth credit line for
the company “TBC Leasing” founded by TBC Bank. This is the
first IFC investment in the Georgian leasing sector.

In September, in the annual bank rating, the Financial Times
Group nominated TBC Bank among the world’s “Best Banks of
the Year” already for the fourth time.

On September 26, TBC Bank and the European Bank for Re-
construction and Development (EBRD) signed an agreement
on financing small and medium business. Amount under this
agreement composed USD 10 million.

In October, the American magazine “Global Finance” alrea-
dy for the fourth time named TBC Bank among the best banks
worldwide operating on foreign exchange market.

On November 7, the International Rating Agency FitchRating
improved TBC BanKk’s rating: bank’s long-term rating was raised
from “CCC+” to “B-” level while the short-term rating was in-
creased from “C” to “B”. In the long-run, the bank’s growth was
assessed as “stable.”

banki ganTavsda ne-20
saukunis dasawyisSi

Thi B isSi aSenebu il
unika Bur SenobaSi,
romelic galaqgis
argiteqturull

Zeg N ebs ganekuTvneba da
ronl is rekonstuqciis
proeqtis dafinansebaze
bankna 6 mi B ioni aSS
dolari gaiRo.
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erTi weli axal ofisSi

®0d0bo 83630L  Bobsdogdatyg
sbgomndn sbabagh 08 1 Bemals
JEmbogsl, GmIgmoaz  Rzgbds
3M3356053 sbarn mazabdo gos@s-
o, Bggbogolb gb, asfizgmemo
o35mbadMobom, Lag@edm Bgema
ogm — obsm mxabdo  modo-
Lo 356335, €8603369mmm3569L0
Bo635898980L  Bombggobosb
gfmsE, sbama  860d3bgemm-
ds dgadobs. dgbmds, GmBgma(s
®530b0 3o gd@nEmo  wo-
90mmadoo bodmMns mda-
mobdn, gobrs gMmab dbtng mo-
©gfn Jomommao dsb3zolb menbo
©5, 833bmsb gMmsw, J3gybol
JIGIOImo > bydmgsm-
906030 (3bmzMgdal gMm-gMma
8603369mm3560 (3968 0.

30g35R605, BM3 Msbsdgotim-
39 39630 oM Mbod ngsMamgdm-
b 8083056550bmz0l dbmEme
BobsbLyEn dmababyMmgdobs s

33508030900 gmblygmée30g-
dab 30693000 — MomgmE Ss-
8056, 306(3 356301 3g00emgd3n
3mbgogds, ds630 abgo gsbgy-
mdq3ba(3 bws bmsgabmdogl,
o3 93 53056980L 63630156
OEN0gOHNMdsL  dsmogol  dod-
bodsmmoe  Labamggdemmlb  ©s
Lobosdmzbmlb gobrnb.

B3960 80Dsb0s, mndobo 35630l
gmggmo LEBFMabogol, odbgds
b R3g60 3mdbdsmgdgmo o
o6, Bzgbo maabo gobogl sw-
a0mo, bas ob donmgdl gbog-
G036, Lyeeg® @ bdgegd-
G bosdmazbgdsl, Jgbgds
068> gam@aBgm > Lodm-
a50mMgdM0g M0Mgdymgdgdmab.

ams  odnbs, R3zqgbn  byco-
300, J39956530 8mgdgon ym-
390 Bamds@gdmma  3m33sbos
35mEgdmos 0gmb o3 g39y60b
JO@GIOIme @ ghmgbgero

©06 989 gdgdals L6034 dm
35@oMgdgmn  ©d  ad(339em0.
dmbseyma  goMm, MM m0do-
Lo 3s630L gMm-gfMma dmogtn
©3356sbnsmgdgemn @30bgds
dobo  Lmgnseama  3sbyboba-
3g0mmdss.  sbaemds  dgbmdsd
53 30dsMrormmagdoo sbaemo dg-
badmgdmmdgda 2033066y,
(3 380dOmMd Bo63s@qdmmowm
a5dmg0ygbgo gobmemo 1 Bemals
356353mmdsdo.

Losdm3bgdnc BoMB3manwagbm
356dsbogmo Bemolb sbgstndl —
o bgdmos 0dabn ds63d0 s
Mo BabsblbyyMn s 3Moxgnbsb-
byeo BombBgggdo 3Jmbos Rzgbl
abol 2005 Bemol g563550mm-
b5d0.

393J39 bYBIMOII

bs3gmz3emytigm
bs3gmb cr5330m3sMg

ONE YEAR IN THE NEW OFFICE

The TBC Bank report we are
offering to your attention re-
flects the chronicle of one year,
which our company has spent in
the new Head-Office. To certain
extent, this year represented an
important stage for our company
- besides the significant achieve-
ments of the bank in the new offi-
ce, the company has also acquired
a completely new importance.
The building, unique for Tbilisi in
terms of architectural value, has,
on one hand, become the Head
Office of the leading Georgian
bank, while, at the same time,
has turned into one of the most
important centers of cultural and
public life in Thbilisi.

To our mind, the modern bank
should not only limit itself to ren-
dering financial service and quali-
fied consultations to its clients — to
each person, entering the Bank
building, it should offer the values,
which will make the person’s con-
tact with the Bank as comfortable
and pleasant as possible.

It is our purpose to make TBC
Bank the place where each visitor,
regardless whether it is our custo-
mer or not, will get esthetic, spiri-
tual and intellectual pleasure, will
be in touch with the cultural and
public values.

Besides, it is our vision that it is
the obligation of every successful
company in the country to bear

and protect the cultural and natio-
nal values of this country. In this
regard, I am proud to mention,
that its social responsibility is TBC
BanKk’s one of the strongest traits.
In this connection, the move to
the new building opened for us
new opportunities, which we have
successfully used last year.

It is my pleasure to offer to you
attention the report for the last
year. It reflects the events taking
place in the Bank, as well as finan-
cial and non-financial achieve-
ments of our team in year 2005.

MAMUKA KHAZARADZE
Chairman of Supervisory Board
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SarSan Tibisi bankis
aqtivebi 52%-

iT gaizarda da

596 ni Bion Hars
gadaallarba. 369

mi Bion Baramnde
gaizarda sakredito
portfeli, rac wina
we I Tan SedarebiT
74%ian zrdas

gu B isxnobs.
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52% and evceeded 556
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28 369 millisn GEL, o
by 74 %.

ﬁ};'f'?-’r"f?‘._r"";fff Annual Report 2005  Bemergo s6asndo
warmatebebis well'i

2005 69em3s jowgg geobgm - L9d®g8dgMdn “RBo0bgbdem @o0dlb  Hgo@nbgda,  MmamMiz  “Bemab

8356565 01030bo 85630b gsbzncmsmg-  3t3d>” (Financial Times Group) boygggogbm  JoGorgma  dsb30”.

3ol bBMBggnal Jstogdaemmads o
399987935, 38 Bgemb B39685 3m3-
336058 300093 G™M 3503y565 ©
395dmngs emowgfn 33630b 3mbo-
(30990 35%5M %g.

1339 4 Bgemos, modabo 5630, do-
Gomd0 Babsblma 35hg9bgdmagdals
Bobggnm, yzgmodg 8bbgammo  gm-
3gmEogmo ds63ns bagdstmggmmdo.
Bemob dmemmb 00dobo d5630L dmag-
358 31 Boemomb oMb go@osgsmds.

2005 Bgmb o0dabo d5630L Boge
Bombgmmo dgogagdo dMogem ofs-
R0bsblym  BomBo@gdadaiz  snbobs,
mdmgddoz  00dabo o6zl 300093
OBROM 363G 30Ed mogMolb 3m-
Bogogdo bagstrmggmmb badsbzm ds-
Bordy o 860d36gemmaba s83seems
35630L 93@™M0G G0 LagMmsdmein-
b boggnbablbm Biggdda.

gmzgmbmommo Ladsbim Hgo@obaalb
993900 go8ma3boms, bawss 8bm-
gemomb “Bemols Lo 3gogbm 8s6398L”
dmM0b  Dgndge ¢339 dgmobgo
ababgmes  m0dabo  s630. Rggba
3m33s60s  gfmsgdmos bagstmgg-
mmEsb, Mmdgmai 2002 Bemowsb
©egdeg 98 o5@mMGGIdae Mgo-
Gobgda  Lobgmegds. 83 gormomb
80boggds  bogds  LagMomaedmabm
9db39GGme %3YBL  3obyza@oe-
mgdom, Mmdgmoi  oB3sbgdlb oM
Bom@m 3563980L 5absbLme 8oRzg-
Bgdmgdl, 36339 0bxm@mBszamon
&9d6mmmangdabs@dn dsma abmgs-
3onm dogmdsl s, sbgzg, do630L
LGEIGIRN™  3obgnmamgdsl  a-
dgmgansh 3gMb3dgd@ngsdo.
@080bo 35630 Fgmaby bgmos

bgoodge Lsbgmemgds s@badbym

gL o60b dbmgmoml 65894356 be-
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THE YEAR OF SUCCESS

The year 2005 was another proof
that TBC Bank has chosen the right
and efficient strategy for its develop-
ment. This year our company has yet
again strengthened its position of the
leader bank on the local market.

For four years by now, TBC Bank has
been the largest commercial bank of
Georgia by the major financial indica-
tors. The profit of TBC Bank by the end
of the year exceeded 31 million GEL.

The achievements of the year 2005
have not only been expressed in finan-
cial performance of the Bank - they
have strengthened the leading position
of TBC Bank on the local banking mar-
ket as well as its reputation among the
international financial circles.

Last September “Financial Times
Group” announced its annual banking
ratings and declared TBC Bank among
the World’s “Best Banks of the Year
already for the fourth time. Ours is the
only Georgian company that has been

nominated in the prestigious rating star-
ting from the year 2002 and to present.
This award is granted based on the deci-
sion of a group of international experts
which evaluates not only financial resul-
ts of the banks, but also considers their
innovative approach to Information Te-
chnologies as well as their strategic de-
velopment in the long-run and aimed at
strong positioning at the market.

Already for the fourth year, TBC
Bank has been nominated as “the Best
Georgian Bank” in the mentioned ra-
ting. This means official recognition of
our Bank among the World’s leading
banking circles, as the successful Bank
in compliance with the international
standards.

Another success of our company was
reflected in the fact that International
Rating Agency FitchRating improved
TBC Banks rating from “CCC+” to “B”
This was an important achievement,
not only for our company, but for the

whole Georgian banking sector since
before 2005, no other Georgian Bank
has received “B” rating. The mentioned
upgrade of TBC Bank rating indicates
the solid profitability, capitalization and
asset quality of the Bank..

Besides, the American magazine
“The Global Finance” in its annual bank
rating “World’s Best Banks in Foreign
Exchange Transactions” nominated
TBC Bank as the best bank in Georgia,
for the second time.

The fact that during 2005 the Bank
has attracted financial resources in the
amount of 45 million USD speaks for
recognition of TBC Bank by the inter-
national institutions and their trust to
our company.

Last year important steps have been
taken in terms of improvement of sa-
les systems and development of custo-
mer relationship. Precise and detailed
segmentation of the Bank customers
has been carried out. >




Annual Report 2005

Bemomy@o 36356030

e

7 <

90@0bgol  s3scmgds  doonn-
0gdb Rggbo ds630L Bysm dmBag-
3056mdady, 3o30@omadazosbs s
5g@&nggdob batabbdy.

356s 53abs, 3dgMognmds gme-
bomds “Global Finance” bogaa-
&M 35(33m0m0 M3gM(309d0L Bam-
dmgdadn  3bmggemomb  Lamggogbm
3563900b  Mgo@nbgn  asbLadbmzMs,
Lo, dbmggmomlb by ggogbm
356390L  dmeab, Lagstmggmmosb
Bgoadgo dgmeigo ©ssbabgms moa-
dobo ds630.

LagFmsdmmobm  0bbBndmEgdal
dbM0sb 00d0bo  dsbzal  Smostg-
dsbs > 8ol 8n8sti Bromdsdy 8g-
&Y39mgdb ob xod@o, Gm3d 2005
Brol go6353emmdadn Aggbl 3s630l
8096 8mbogmm odbs o330 45 8o-
mombo 593 EmEamalb  mEgbmdol
x0bsbLbgMn Mgba@bo.

356356 LyFomdmemo bsdoggdo go-
50@ad M0dabo 33630l asyozgdals
LobLEdab Eabggbabs s 3mngb@gd-
236 gPhmoghmmdgdol asbgomstg-
3ol dodsmorgmgdoom. dmbos 35630l
3mB8b3sMgdmagdol dabBo ©d w©g-
Gomgto bgadgb@s(sns. mommgmm
193396096 PYPHPagEHDMBSL Mgl
339 9g9bsdsd0bo Ladbabymo 3mo-
gL, o3 8maggdLb Ladgamgdal,
QBOM N3go ©8306sbmm s gogs-
sbomodma Bggbo 3emngb@gdal m-
obmgbgdo s 39343650 58 Immbm-
36909 dmmggdmmo mebsdgommgg
Ladsbgm Mm@ J@gdo.

2005 Bgemb Bomds@gdom goa-
dgmes mndobo 33630L LGGSGgans
&9gbmmmangn  badobgm  3m-
©1d@gdolb  asbg0mamgdol  dndot-
oqegdom. 83 gbom Rggbo  3ma-
35605 (30000m3L  3ogLndsmm M

doobemmgogl 3mngb@b, dabzgb dsb

3gbodmgdemmds, ©obdmamb pMm ©s
dmgbomo bLadsobgm dmdLabyMgdgdals
Ladmomgdoo dgngddbsl 3MIxmEEo.
88 mz5mbsdEboom, 360d36gemmmzsbo
Losbrg agm @0dabo 35630 sbaema,
sg0mmdmogn  dsdMabogol  nbm-
3530960 bgfgabo — o3@mIdG o
3M3Nbamfo gs@aMa(3bzgda.

@0dabo  35630bmg0b  Jo63sbg-
@0 Bl 3603369mmm3s6 Losbemgo
30d5Rbos Lgbbgdals
dogbodsemyco  goab 20 Bemodg
3odMEs.  Jofmorgma  3sbMabagal
ab bogdomm  Ggzmmeysonco  go-
o6y39@0mgds ogm — 35630 Bogo-
s 60b3nsb  gomsbyzg@omgdsdy,
323> 939(300RbGMR  3Mdger-
35000560 bgbbgdo xg6 3ogg Log-
dom doeammolgnsh g3mbmdozn®
356g3m3o.

3Omgd@o (omboba Botdadgda-
@@ Jdgndmgds dgebogl, Mowash
a3mogggeo  bgbbolb  smgdolb  dg-
Lademgdemmds dogzs badgsmm g-
Bob mpcm 898 BomBmBaragbgmb,
65353 3o bogmaasbmgfgdm 3o~

03mmg3eo

m3380L 3om3x%mdgbgdalb dgbadmg-
demds Bobygs. 93 goabyzg@nmgdal
dotmngdmmdals ©053LEYMYoSS
a3mogggio dbgbbgdmagdol Gomwg-
Bmdob  ©absdoMn  Dss, Gmdg-
@03 dmmm 399880 ag0gbocws.
aots 530bs, 3304Mmd, Bzgbo gb
Badogo LabaMggdmm agm dormnsba
LadoB3M Lgd@MMEbmgabs(s, Mowash
3mBmg3b6m 9@s3dy  sozMgn@gdals
3505 bbgs 306398853  gobotiogl,
653, Lodmenmm %5880, dmaBbdstg-
dmabogob s bodsbzm dabmnb asob-
30m3Mgdabogals 960860d36gemm-
3650 s@gdomo dmgmabss.

3dbge Bgemb 00dabo 356335 bg-
Gomdgm Boda@gdgdlb doscmbos bo-

damamg d0bbgbdn. 860336gmmaba
353boMgm 03 bogsdtm mdagd@g-
dab MomEgbmds, Lawsz sbgsmad-
LBmEgds  Fgbodmgdgemas  3rsb-
G039 dsGdmno.

3mobBognco ds650mgdals dsbatn
Logofoggmmdn 537595 dg@nco
356300006930b 3oDd0s o 8ol Lig-
8omm oo 3mBgbnamo gsshbas.
3mabigogndo  dotomn  Jomggmo
dmabIsgdmobogol mobosmsb ws-
333000600905 56 oMGm Mmame(3
bbb aobogdals  Ladmamgds,
oMsdgm — Gmamtiz bagsgmm o
3m8LabmMgdob  mdogd@gdda obgs-
03LBmMgdab  0bLEGEMIg6E3. o3
L3mMBbIsEgdmm Rggzol gobogomes-
90mo Rggbds 356335 sMsgMon
sg(300 gobabmMzogmes Semabi@ogmto
doMamgbdno 3basM0dbBmMgdal bo-
memomgdob abom — gb oym 30be-
0bbgomgboalb xgLE0gsma, g0bsb
basbsbenm 53gbGogsmo — “@uen-
60-2006"-0b Log byl go00853730.
Jdggasm, mgabsmgal Lsdstomgg-
mmdo  asbbmMz0gmgdgmo G Mab-
Bogd30900b 60% ULBmGgo @0dobo
35630L dotsmgdao bogds.

Rggbo 3m33sbns  33mog  MAgds
dogsemn  bnzosemgtin  3abggbola-
390mmdol 8dmbg  mMasbabs3naw,
MmmBgma Ymzgmbmonmam  sgam-
0mggdl bmEgosmamo ©s bobdmgs-
©mMydM030  39@03mMdgdal  sMgemb
s 35L3Edgdl. gEommdm, yzg-
s Mgby@bo, Gm3gmbsi mndobo
35630 53 Fodsfommgdoo aonmgdl,
99LsbyMgdmEgl  3MbiMg@mo w©s
356Ls3mMgdoo @ emyto 3tm-
bg3980L gomagmab.

396568 3IGbMN3NII
39 bnwgbBn

By now service of the segments are
rendered by relevant service units. This
will enable us to carry out better analyses
of the demand of our clients and create
demand oriented up-to-date banking
product.

In 2005 TBC Bank has successfully
continued its strategy in terms of deve-
lopment of the technological banking
products. This is the BanKks effort to
bring the banking services as close to
the customer, as possible, to give him/
her opportunity to save time and crea-
te comfort through the flexible banking
service. In this respect, automated pa-
yment of utilities, was a significant no-
velty - product, innovative to the local
market.

Another achievement of last year
was increase of the mortgage loan ma-
turity period up to 20 years. This was a
revolutionary decision for the Georgian
market — the Bank took the risk to issue
unprecedented long-term loans in the

yet still quite high- risk economic envi-
ronment.

The project can definitely be eva-
luated as successful, since now more
middle class representatives have access
to the loans for improvement of the li-
ving conditions. The dynamic growth of
the number of mortgage loan borrowers
within the last few months is a proof
that the decision was correct. Besides, to
my mind, this step was very important
for the banking sector of Georgia as a
whole, since, as the next stage, the other
banks have also increased the loan ma-
turity periods and this is, by no means, a
positive event for the consumers and the
banking market.

Last year, TBC Bank has also achie-
ved significant success in the plastic card
business. We have greatly increased the
number of the merchandizes, where plas-
tic cards can be used as payment means.

The plastic card business in Georgia is
currently in the active development sta-

ge and has high potential. The Georgian
customers no longer use plastic card just
for cash withdrawal —they more actively
use it as tool for payment at merchandi-
zes. In order to develop this customer
habit, in year 2005 TBC Bank arranged
a number of actions for promotion of
plastic card payments. The actions were
Visa Disneyland festival, Visa New Year
Festival - trip to “Turin -2006 As a re-
sult, currently TBC Bank cards account
for 60% of the total card transactions in
Georgia.

Our company still remains the orga-
nization with high social responsibility,
annually expanding the field and scales
of social and public activities. It is our
goal to direct all the resources, allocated
by TBC Bank for this purpose, at serving
solution of specific and particularly acu-
te problems.

VAKHTANG BUTSKHRIKIDZE
President

Cveni strategiaa _
davafinansoT da
ganvaxorcie l oT

grze Bvadiani proeqtebi
sociallur dafull turis
sferoebSi, rome Bebic
mimarTu 0 ia sazogadoebis
fundamenturi

Rirebu Bebebis dacvisalen,
mwvave socia luri

prob B enebis gadalirisa
daeroviulli da
kulturulli faseu B obebis
ganviTarebisken.

Tt o ourn strategy to
fand long-tenm social
and caltunal projects,
oncented at protection
values, solution of acute
development of national
and caltaral values.
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Chairman
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Badri Japaridze Bob Meijer Douglas Gustafson
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BOARD OF DIRECTORS

Vakhtang Butskhrikidze  President
Paata Gadzadze  First Vice President
Zezva Tsiskarishvili ~ Vice President
Giorgi Aslanikashvili ~ Vice President
Vano Baliashvili ~ Vice President
Nino Masurashvili ~ Retail Banking Coordinator
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EXECUTIVE MANAGEMENT

Givi Lemonjava
Temur Japaridze
Gigla Jabishvili
Archil Chikovani
Lela Chincharauli
Natia Janelidze
Giorgi Kvachadze
Levan Tsakadze
Vazha Beriashvili
Teona Mikadze
Nana Morbedadze
Khatuna Lobjanidze
Eka Verulashvili
Sophie Jugeli

Nino Okhanashvili
Vakhtang Kuprashvili
Tengiz Tkeshelashvili
Tinatin Iamanidze
Irma Dvali

David Tsiklauri
David Kalandadze
Irakli Nadiradze
David Kutaladze
Lasha Inashvili

Chairman of Audit Committee
Head of Legal Service
Head of Corporate Lending Department
Head of Risk Monitoring and Management Department
Head of Retail Credit Risk Department
Head of SME Development Department
Head of Financial Risk Management Department
Head of Operational Risk Management Department
Head of Product Development Department
Head of Sales Department
Consulting Manager of Marketing Communications Department
Head of Service and Quality Management Department
Head of Plastic Cards Department
Head of Planning and Managerial Accounting Department
Head of Human Resource Management Department
Head of IT Department
Head of Treasury and Financial Services Department
Head of Settlements and Trade Finance Operations Department
Head of Administrative Department
Head of Department for Relations with the International Financial Institutions
Head of Logistics Department
Head of Software Development Department
Head of Financial Accounting and Reporting Department
Head of Internal Audit Department
BRANCH MANAGEMENT

Levan Burdiladze
Zurab Charbadze
Zurab Davlianidze
Gaga Gogua
Lasha Amaglobeli
David Kurtanidze
Zurab Abashidze
David Asanishvili
Khvicha Sebiskveradze
David Ushkhvani
David Gigaia

Director of Marjanishvili Branch

Director of Vake Branch

Director of Mtatsminda Branch

Director of Vera Branch

Director of Nadzaladevi Branch

Director of Samtskhe-Javakheti Regional Branch
Director of Kvemo Kartli Regional Branch
Director of Telavi Branch

Director of Kutaisi Branch

Director of Poti Branch

Director of Batumi Branch
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MNBOLE 30640
22.0%

TBC Bank
MOBOLE 30641
28.9%

mT Biani Semosav B ebis strugtura / TOTAL INCOME STRUCTURE
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6306@s bsgmBabom dg8mbagamon Net fee & commossion income 16%
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Interest income

73%

Other operating income L.
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mT Biani xarjebis strugtura

TOTAL EXPENSES STRUCTURE
LadMm(396@™m bafmggdo Interest expenses
Lgbbob dgbsdmm @sbszsmagdols Loan loss provisions
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42%
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Interest expenses
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42%

22%
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Depreciation and amortization

Other Provision (reversal)
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saprocento Semosav B ebisa da xarjebis dinamika

TREND OF INTEREST INCOME AND EXPENSES [

ba3m3g6@m 3g8mbagsema Interest income 54 386
LadMm(396@™ bafxgda Interest expenses 17 627
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Official opening of new Head
Office TBC Bank
26/02/2005
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LEVERAGE
(AVERAGE ASSETS / AVERAGE EQUITY)
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aqtivebis struqtura / ASSET STRUCTURE
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Loans and advances to customers

61,9%

Government treasury bills

Investment securities

Due from other banks

11,8% 0,2%

Cash and due from National Bank of Georgia

15,8% Tangible fixed aasets and intangible assets

6,2%

Other assets

2,9%
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9080bagolL saqbl.

®0d0bo  dsb3o 3oMgzgmo  Jot-
oo 3m33sboss,  Hm3gmbs(s

LogPmedmMobm batgo@abam
Looggb@mb dogM dogbogs Mgo-
B0bgo. 3ofzgmsm modobo 3563L
LogFmadmeabm  Mgn@aban 2000
bgmb LagMmadmabm bamgao®nb-
am 3md3sbos “Thomson Financial
Bankwatch”-8s 8nsbogs. 3sb dg-
dgg odobo 35630  Mgaymes-
nmoe  0mgdl  LsgBmsdmmabm
9080bal, MmImalb  Joboggds(s
8mBwg3bm Bmgddo FitchRating-
ob  8og® brgdmes. 2000-2001
Brgddo mndabo 356306 g0 0b-
a0 “CCC"-0on gobabsbdmghgdm-
©o, 2002-2004 Bmgdd0 FitchRa-
ting-3s omndobo 35630l Ggo@abgn
“CCC+7-8g gomdomes. 2005
Bmodrg “B-" Ggo@obgo oM 9o
Joorgm dsb3L o6 3gmbos.

banks “B” reitingil mianiWa

‘m0dobo  ds630b  Mgo@nbgal
33500mgds  domonmngdb  Lagem-
oggmmdn  bam3g@som  gocgdmb
3513x%mdgbgdabs s s dodaMdy
@0d0bo 33630L Bngf  smgabgdamo
30gb@ Mol 860d369mmgab  do-
BoDg, obggg do630b dgot dmBdag-
3056mdsDg, 3930@dmabs(305Ls  ©s
3d@0ggdab bamobbdg” — bomggsdas
FitchRating-ob as6(3bogdsdo.

Lafgo@abam 3md3sbonls g4lb3gm-
& dgxsbgdom, dmBsgardn mndo-
Lo 35630L Bgn@nbanl 3owy3 YBRO™
335mgdolb Bobsdnmmds dgadegds
0gmb bam3g@mszom gogdmb dg8co-
amdn gomdxmdglbgds, sbggg 6s630b
8mB8a93006mdab,  3930@amnba300l
©o 3d@nggdolb bamobbal dgbaomhey-
Bgds dabo LEMsgzn bMab Bmbdy.

FITCHRATING GRANTED “B” RATING TO TBC BANK

On November 7, the International
Rating Agency FitchRating improved
TBC Bank’s rating: bank’s long-term
rating was raised from “CCC+” to
“B-” level while the short-term ra-
ting was raised from “C” to “B”. In
the long-run, the bank’s growth was
assessed as “stable.”

FitchRating is among the world’s 3
leading rating agencies, granting ra-
tings to the leading financial institu-
tions and largest business companies
worldwide for almost a century now.

TBC Bank was the first Geor-

gian company to be granted rating
of an international rating company
“Thomson Financial Bankwatch’-
back in 2000. Since than, TBC Bank
has been regularly receiving inter-
national rating, by RitchRating this
time. In 2000-2001 TBC Bank was
rated “CCC”, in 2002-2004 FitchRa-
ting has increased the rating up to
“CCC+”. Before 2005, no other Geor-
gian Bank has received “B” rating.
“Upgrade of TBC Bank rating is an
indication of general improvement
of the operational environment in

Georgia and significant clientele of
TBC Bank on the internal market, as
well as the solid profitability, capitali-
zation and asset quality of the Bank “
— the FitchRating statement says.

According to the company experts,
further improvement of the operatio-
nal environment, and maintenance
of the profitability, capitalization and
asset quality of the Bank against its
rapid growth, could be pre-condition
for yet further upgrade of TBC Bank
rating in the future.

Tibisi banki Jurnallma “GLOBAL FINANCE”
saukeTeso bankebis reitingSi meored daasaxe la

2005 6emb 53960 39m8s gyeabsemds “Global Finance”
0930l gmzgmbmont  bsdsbzm Mg080bgdn  “dbm-
gemomb bsmzgogbm 3563930 bszsemm@m gsi3zemomn
m39(3(30980b 6363mgd5dn” cndobo 35630 ¢339 dgm-
M9 ©35bsbgems, Bmgmem bagstmoggemmdn bowzgog-
bm 35630.

Logoma@m  GMmobdagdzngdal doboMa 3Mod@0zm-
o yzgmedg oo Bobsbbyma  dabamns  BLm-
gmomdo. gg@bsemo  “Global Finance” ymggmbemos-
Mo  dgobbogmolb ©d 3sdmagmgbl o3  dobamdy
3mgddgm Laggomgbm 356398L GmamE3 J3gybgdab,
abg Gganmbamoa 8sb3Godam. bodsMmggmm o3 33emg-
30b oMgamdo 3oMggmow 2004 Bgmb 8mbgms, bmemm

®060b0 35630 Bbmgmoamb 61 4399460l Lazgomgbm
b563980b  M0gdo obabgmes. 2005 Bgemb  m0dobo
336385 93 smnaMgdal Fgmgo dosmboo.

“Global Finance”-ob gdb3g®@gdolb dngH Lagyzgogbm
3363980b dgMhggobs @s 3odmgmgbabsl asbbsgnmtg-
Sgmo  gateregds 9degse bagsmadm ad33meoo
m396s30900L gmgd@Ommbamo bsdygamgdgdom bom-
8mgdolb  boMabbl. 8603369mmasabo 30 gMamdgdos
bogoma@m GMmabbagd0gd0b dmsmmmdal 3oRz96989-
o0, Bomo 35Dsmdg, GMabbsg30980b gobbmm0gemyg-
bob sMgomols BoMamgdo, 3mogb@gdol dmabsbymg-
35, 8obgdol 3Mb3NEMgbG MMy s &gdbmemmangdols
0bmgs(30HMbs.

THE “GLOBAL FINANCE” MAGAZINE NOMINATED TBC BANK
FOR THE SECOND TIME IN THE RATING OF BEST BANKS

In 2005, the American magazine “The Global Finance”
in its annual bank rating “World’s Best Banks in Foreign
Exchange Transactions” nominated TBC Bank for the se-
cond time as the best bank in Georgia.

Currency transaction market actually is the largest finan-
cial market in the world. Every year the magazine “Global
Finance” studies and reveals the best banks on the coun-
try and regional basis. Georgia first became the subject of
this study in 2004 and TBC Bank was listed among the best

banks of 61 countries throughout the world. Following year,
TBC Bank gained this recognition for the second time.

While selecting and revealing the best banks, experts of
the “Global Finance” mainly focus on the quality of con-
ducting foreign exchange transactions using electronic
means. Apart from this, important criteria are volume of
foreign exchange transactions, share held in the market,
scopes of transactions, customer care, competitive prices
and innovative technologies.




Annual Report 2005  Bmogfn 363360d0

B N TpRE
M THE

“FINANACIAL TIMES GROUP”-1s saukeTeso bankebis
reitingSi Tibisi banki meoTxed dasaxe 1da

2005 6¢nab 6 bgg899396b cnmb-
©mbdn 338mMnGgdemo bsdsbzm
3mb3bob, Financial Times Group-ob
gmzgenbenogimn bsdsbzm MgoBnb-
30b 9093980 3o3mizbseos, bowsc
dbmggemomb  ,,6emob  bowz909bm
306398L” dmmnb Bgmodgo w339
Igmabgo  sbsbymms  Jsmorgemn
»01080b0 85630,

»B506963m »o0dlb ac30°
(Financial Times Group) o 8abo
Jebaro ,8563960“ (The Banker)
ymggmbmogmom goboboemagl dbm-
gmomb bbgs ©s bLbgs g3gybgdols
Ladsbgm Lgd@™MAL ©s bayggmgbm
3563900L Mg0@0bal saqbl.

33 3mbgnmbdg Jomormema 8s639-
dab  aobboemgs  3ofggma 2002
Bgmb 8mbs, Hmogbs Abmggmomb
»Bab b 3gomgbm 563980 dmmals
06000 35630(3 EdLObgms. gb go-
J&0 domosbs Jotormema bodsbgm
Lgd@mEab  LgBomdym  bsgHome-
Imabm BoM3s@gdem dgasebos.

2005 Bgemb bagHomsdmmabm gdb-
396M&gdolb dogc gobbomum o0dbs
3bmgmomb 138 g399460b Lodsbgm
Lgd@mGo. ,mgabsmzgol @madabo
bsb30  BoM3momagbl  LogdsMomgg-

mmdo  yggmadg 8bbgoen  3mBgH-

Bank of the Year 2002
Ceorgia

2002

Bank of the Year 2003

2003

@oge dsb3L, MHmImal Logdnsbm-
b 330R39693L 35630l LgHombym
sl 30Bbgbol  ©oxgnbsblgdal,
dsamo mbol Moby-3969%396@0-
Lo s 3oMasm oggMbogozamgde-
mo banbgg@nEom ds5%ab gyomboom.
aobgm Bgmb byFombdymo bodo-
K900 35050035 M0dabo dobzal go-
4oggdal Lab@gdalb abggbabs s
30968g0ms6 FmngHammdols Rs-
3mysmndgdal dodstmmmgdom®, —
BgeL gu@bomo “The Banker” (Lgd-
$933960, 2005 Bgemo).

Financial Times Group ©s 8nbo
J6bsemo “The Banker” 1926 bemo-
6 SbmM(309mgdg6 gdbgemndonm
LdS6 M B0 @0bagdL s 53 bggHm-
3o Bbmgmom 8sb3Bsdom yzgmody
3m339&g6&nH 0bLEGNGL bom-
8maa9bgb. gu@barma “The Banker”
dogemo  bmgmomb  bagabsbbm
6699880 3ME9mEyde @ grorgbe
330 g&0m bata gdemmdl. 350~
6963 m508L ge30b* (Financial Ti-
mes Group) ©gn@0bggdo dbmemme
3563980b goMsmm 3mobogogszos
36 3M0b. gb mEasbods300 3mbgnH-
Lda dmbsboemg yggms 3563L Moz
06hg3L, 9yMbmds s 8so doto-
®5© Bobsbby® 8sRz9698emgdl.

Geargia Geargia

Bank of the Year 2004

2004

3mbgnebo  bsdo  3d9@gamEnals
dabggno  aobaboemagl 356 390L:
M930mbsyo 6563960, bonbggl-
&oEom dsb3gd0 s Ggdbmemmaong-
d0. ,350696dm  @s0dl  gfm3ab”
(Financial Times Group) o ¢6-
bomob “The Banker” goemom 3bm-
gmomb  bbgs ©s bbgs d39y6gdal
Ladobgm 0bbGoGNEgdal Bombyzgg-
b0l m@o309mYMa d0sMgdss. o3
Komomb oboggds brgds bagMmes-
dmmobm g4L3gMGms xamgab go-
©oby3g@0mgdom, HmIgmo sxo-
LgdL ofs oM™ 3563960L dmeam
50bsbbn® 3shggbgdmagdl, sMsdgo
000350bB0bgdl  0bgmm@massommo
&9dbmemmaogdobsdn dsma abmgs-
30960 Joamdob 35B396989mb s,
3bggg, 636300 LGB gaom gsbgo-
®5Mgdsb, Mm3gmn  gomazmomos
aMdgmgonsh 3gmbdgd@ngsdg o
30Bbs@ 0bobogh dsbomdy dobzals
dmog® 3mbozombomgdsl. 3mbgnm-
Lda BamBa@gdolb gfm-gMomn g568-
Ladegmgma 3M0@gMondns dsbzol
LE®Gganalb s bGPl dg-
Ld53nbmds BsdMNL dmPsgsem gob-
30056 785b056.

Bank of the Year 2005
Georgia

2005

“FINANCIAL TIMES GROUP” NOMINATED TBC BANK
AMONG THE BEST BANKS FOR THE FOURTH TIME IN RUN

On September 6, 2005 annual ra-
ting results of the prestigious banking
contest of “Financial Times Group”
were announced in London and the
Georgian TBC Bank, already for the
fourth time, was nominated among
the world’s “Best Banks of the Year.”

The “Financial Times Group” and
its magazine “The Banker” annually
observe bank sectors of various coun-
tries worldwide and offer the rating
of the best banks. Georgian banks
were first considered in 2002 when
TBC Bank was nominated among
the world’s “Best Banks of the Year”
This fact was assessed as a significant
international success for the whole
banking sector of Georgia.

In 2005, international experts re-
viewed banking sectors of 138 coun-
tries. “Nowadays, TBC Bank repre-
sents the largest commercial bank

in Georgia. TBC BanK’s activities
demonstrate its significant growth
in view of business financing, high
quality of risk management and well-
diversified investment base. During
the last year serious steps were taken
towards perfecting TBC Bank’s sales
system and customer relationship,” -
says “the Banker” (September, 2005).

The “Financial Times Group” and
its magazine “The Banker” have been
implementing exclusive bank ratings
since 1926. They represent the most
competent global institutions in this
area. “The Banker”, being distributed
among the financial groups throug-
hout the world, enjoys the high re-
putation. Ratings made by the “Fi-
nancial Times Group” are not only
a simple classification of banks. It is
the organization, which selects all
the participant banks itself, based on

their major financial figures.

The noted contest assesses banks
according to three categories: re-
gional banks, investment banks and
technologies. Award granted by the
“Financial Times Group” and the
“Banker” is official recognition of re-
sults achieved by the banking institu-
tions of various countries all over the
world. This award is granted based on
the decision of a group of internatio-
nal experts which evaluates not only
financial results of the banks, but also
considers their innovative approach
to Information Technologies as well
as their strategic development in the
long-run and aimed at strong posi-
tioning at the market. In order to suc-
ceed in this contest, one of the most
important criteria is compliance of
bank’s strategy and structure with
market development in the future.
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IFC-i1s subordinirebull 1 sesxi - 4 mi Bi1oni
aSS dolari

2005 Bemob 0563560 bosgmosdmmnbm bsggnbsbbm
33mms305d (IFC) gowsbyzgdnemgds dnncmm mndobo
35630b5030b biydmmpnbomgdaemn bybbob 35dmymenls
05m35%g, BmIcemob 0639bG0Mg85(3 cndabn 356300 35-
30@scndn dmbs. gb agm bsgstoggemmdn 3mdgmzon-
@0 33630b3030b bsgmasdmmabm 0bbBodn@ab dngm
bydmmpobomgdaemn  bgbbob gsdmymeanl 3oMmzgema
369396@96Go-

IFC-ab LgdmGobomgdamo Lgbbal dmnmmds 4
domombo 593 @mmaMns, Gmdgmaz cndabo 35630l
Bomosbn 3030@omol bHEL 3mb3sMmms. sebndbyemo
0bggb@oEos Lagommggmmb Lsdsbzm bgd@mmobmgals
LEmmos@ sbamn BabsbbyEa 0bbGEMIgbEos.

LagFH@IMEbm boggabsbbm 3mM3mMsns (IFC) oo-
dobo 35630L gFom-gfimn yggmodyg 8603369mmgsbo 3o6-
&bomMna. 58 M0 0bbENEGENL M6533MMBmMBs ab-
gm 1998 Bemolb 0gdgMgamnmasb. IFC-0b 8ngMm mndobo
35630L 3o30@omdn asbbmM(309mgdmmBs 0bzgb@n30od
4 Bomombo 533 Mmool mEgbmdom @bnbggmym
@080b0 836306 godo@omal b, Modsz ds63L Ladgys-
mads 3obge 30gdamms magabo sd@agMmmds 306 s
badgamm daDbgbobs s BodogmMn 30gdab bgadgb-
&90dg. 030 m0dabo 3sb3L Eagbdams MBHm oo dm-
Gammdolb LagMgodm  3Mmgd@gdol  ©sxbsblgdsbs
9, 3o30@smab bMmab bafgdg, 35630l nbxmab@mand-
&asadn abzgb@nznal gobbmmzngmgdsdoa.

IFC SUBORDINATED LOAN -4 MILLION USD

In January 2005, International Financial Corporation
(IFC) took decision to allocate subordinated loan to TBC
Bank. The loan was invested in TBC Bank equity. This one
was the first precedent of allocation of subordinated loan
by an international financial institution to a commercial
bank in Georgia.

The volume of the IFC subordinated loan was 4 million
USD and it was used for increase of the total equity of the
Bank. The mentioned investment is a completely new fi-
nancial instrument for a banking sector in Georgia.

IFC is one of the most important partners of TBC Bank.
The cooperation of the two institutions began back in Fe-
bruary, 1998.

4 million USD investment into the Bank equity has ena-
bled the Bank to become more active on the segment of
small and medium size companies and individuals.

It will help the Bank to fund larger scale credit projects
and to implement investments into the banking infrastruc-
ture, at the expense of the increased equity.

EBRD-1s Tanadafinansebis programa - 10 mi B 1oni

13 0360bb 00d0bn 356385 o
336m3nb fﬂgdmb.b@!ﬂgdennbo S
3963005M960b 356335  (EBRD)
39593mM39b byemdg3memgds badags-
@m 3mdnb bybbgdolb 0563w03030656-
bgdob 3mmzmsdsdy. bgemdgsmameng-
3ob bsgdzgemdg, EBRD-35 ondnbo
35630l dngM Jsmormgen bsBsmImgddy
359990 bybbab 50%-0b 0530636-
bg3s 0530b 013357 socom.

36ma 580l 80bsbn agm m0dobo
35630bsmz0L 8ol BngM gobazgdo

asSS dolari

369008 9d0L  ImEmemmdal godm-
b badgmgdal dozgds. gb oym
Mbogoma@o  Lobolb  09653dHM3-
mmds, GMoeasb EBRD-3s 3ofgg-
mo© dmobobs modabo dsb3msb
9fmoE 3Mgodol go39dol Mob-
3oL gobostgds Jotaqm Lobam-
3mgddg ao393mma bgbbolb 50%-abs
©030656Lgdal aboo.

10 Boemombosbo mobsagznbsbly-
bl 3OmaMsdsd badmamgds dabgs
®0d0bo dsbg3l, bgma Jggbym be-

Jomnggmmdo Bomds@gdgmo 3gm-
dm 30dbgbob gsbgnmsmgdobsmgols
RBobobLy® Mgbymbgdbs ©s bom-
©odgMody bgm3nbabzomdmdols
3593xmdgbgdol gboom, 8sm dmMob,
>@bgdmemo  3m33sbngdal godM@O-
Lo o BmEgMmbobgdobsmgal. o3
Mgbymbds  Jomggem  dgbomdggdl
Loggomsto badergbogo Labbemgdal,
2JL3mEGELs s Bobsbogdbdm™Gm
bafxgdolb  ©3x80656Lgd0L  bads-
9o dob(zo.

EBRD CO-FUNDING PROGRAMME - 10 MILLION USD

On June 13th TBC Bank and Eu-
ropean Bank of Reconstruction and
Development (EBRD) signed an
agreement on a programme for co-
funding of medium size loans. Under
the Agreement EBRD will finance
50% of the loans issued by TBC Bank
to the Georgian enterprises.

The aim of the programme was to

enable TBC Bank to increase the vo-
lume of the issued credits. This was
an unprecedented type of coopera-
tion, since for the first time EBRD has
shared credit risk through funding
50% of the loans issued to Georgian
enterprises.

10 million co-funding programme
has enabled TBC Bank to facilitate

development of successful private
business in Georgia, through impro-
vement of accessibility of financial
resources and support, including for
growth and upgrade of the existing
enterprises. The resource enabled
Georgian entrepreneurs to fund their
own working capital, as well as export
and pre-export costs.
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EBRD-Is sakredito xazi -
10 miBioni aSS dolari

b99899336330 m0d0bo 35633 @5 g3t3m30b Mg 3mbLE M z00bs s 356-
30056980l 356335 (EBRD) bgemo dmsbgmgl bgemdgsmmmgdsl dznmg oo
bsdmsemm 30B69b0b ©5030636L780b 3mmgmsdsdg. bsbyemdgzcrmemgdm
09665 10 dagmomb 339 omemsmb dgs03960s, MGmdgemaz s@anemmdmngn
3069 3 bsdmsenm 30B69b0b ©05930656L39385b ImbIsmos.

®0dabo 83630L Bngf 8 3MmaMmadal GoMamgddo aszgdgmoa bgbbgdo
3mb3oMEs LabaMd3mgdal gomsnstamgdol, Bomdmgdal gogsmomgdal ©s
Lad@bago Ladmamgdgdol ©oBnbsblgdsl, 30 dmmalb — Lagsgmm 3ma-
3560980L LadMbago 3o3n@smol ©sRnbsbLL.

EBRD CREDIT LINE - 10 MILLION USD

In September TBC Bank and European Bank of Reconstruction and Deve-
lopment (EBRD) signed an agreement on programme for funding small and
medium size companies. The Agreement was signed for 10 million USD, whi-
ch will be used for funding small and medium size companies.

The loans issued by TBC Bank within the framework of the programme will
be used for financing re-equipment of enterprises, expansion of enterprises
and their working capital, - including working capital for trade companies.

EBRD-is sindicirebull 1 sesxi -
21 miBlioni aSS dolari

2005 6emob 20 ©9399396b on-
3abn 356335 s g3t9m30b Mg3m6L-
&Fgdonbs s  gsbznmsmgdab
356335 (EBRD) bgmmo dmsbgmgh
bobnz0Mgdgcemn bybbob bgemdg-
3gemgdob oMy > bodmsmmm
30%6gbob  ©330656Lg30b  Jbs-
sbosggmsm.  bobymdgzmmemgdm
056bs 21 doemomb 533 memsmb
933965, Hmdgemoi BsmImsc-
3396b 3659 dmb39mmymgznen Lgbbl
3 6ems8og 3500000,

EBRD-ab bgbbo A s B 6sBogmg-
dabaob  Jgoagdmes.  Lgbbob A
BoBomal  ao8mymezs 7 Bomombo
533 @mmamob mEgbmdoo dmbos
EBRD-0ob dog, bmmm Lgbbol B
BsBoemo 3mazogb 14 dnmombsdwmg

393 Emms@b ©s ob Loboozamg-
dmos Bbmgmomb dmbBobagg gm-
dgfogm  d5b3gdmab. 3Mmgd@on
2@dbE ML Bmbobogg  3m3g-
3ogmo 3563980l ©o0b@gMgLbgdals
35bMEsl Mmam@s madabo  ds6-
30U, 0byg Boemosbow bagdstmggmmlb
Lodsbgm Lg@mEal dodston.

30babndbagns, Hmd gb agm Lab-
©o306gogmo  bgbbolb  3ofggmn
36939609680 bagomggmmdo,
bosi  Imbsboemgmdsal  0mgdgb
365 dbmemme bagBmsdmEabm bo-
30b6s6Lbm  0bbGoGn@gdo, SM33gm
8bmgmomb bs8ygebo 3mBgH309-
o 3563930 (CITI Bank, FBN Bank,
Caixa Geral de Depositos, Moscow
Narodny Bank @s bbgs).

SYNDICATED EBRD LOAN -
21 MILLION USD

On December 20, 2005 TBC Bank
and European Bank of Reconstruc-
tion and Development (EBRD) sig-
ned a syndicated loan agreement
for support of funding of small and
medium size enterprises. The agree-
ment was signed for 21 million USD.
It is an unsecured three-year loan.

EBRD loan consisted of part A
and part B. Part A in the amount
of 7 million USD has already been
allocated by EBRD, while part B
includes 14 million USD and it has
been syndicated with the leading

commercial banks worldwide. The
project speaks for increase of inter-
est on the part of the World leading
commercial banks, not only in TBC
Bank, but in Georgian banking sec-
tor in general.

It is noteworthy that this one was
the first syndicated loan precedent
in Georgia with participation of not
only leading international finan-
cial institutions, but also of leading
commercial banks (CITI Bank, FBN
Bank, Caixa Geral de Depositos,
Moscow Narodny Bank, etc).

BBM&HISHENI0 / PHOTO-REPORT

3MbLyE338MA0ab b mgbGms
3Mb396@0 0ndabo 336330

Concert of the Concervatoire
students in TBC Bank
25/06/2005
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0080b0 35630 33m533(3 SbmA(309m9g8L 01530b bLBMGga03L, agmb bmzsGmma bsgsmmzgenmb bsdsbzm

35%3M %9 o Jndngsm 356530056mb smbgdmman 3MHmo§gda. Imdbdstmgdemabsmznb psbz960emn s
bsmnbbnsbn bymgobgdab Jgorszsgds 3s630b 3Mmammnggdns. 2005 bgemb cndabo 356385, 60bs Eemab
dbgszbsw, 3939680 gemgdEmbayen bsdsb 3m dmdbsbamgdsms smgsemab gosgommmgds B9 gsszgms. 360d-

369mm3560 6530930 g350300035 b 3t99008m 3 bsm3gMmszom 3mmong§gd0b 563960b 390bocrss.

1 350bo@sb  mndabo 35633
LagMgo@m doMdmgdal gs8mdggds
s0bym. 3oMgn LszMgoo@m obGm-
00l dm3b3sMgdmgdobscmgol mo-
dobo 35630l LosgMgoo@m dstomo,
3M0g@oggmor, J3eRm  JMyRedL
BomBmaragbl. 3Mgmo@ob asdmyg-
6935 6gd0b3ogen  BaDbmdM0omdac
dgodmgds.  860d3bgmmgsbos o,

sakredito baraTebi

Amd  bogMgo@m  doMomgdl o6
Bmgobmggds bObzgmymes.
bagMgLo@m domomgdals Bemono
LadMm(396@™ gobsgzgon 23%-ono.
535bmsb, domomb oggb 5 wmasbo
badgmagsmm 3gMomEo. 09y ©dZS-
006930 BoM3mImboesb 5 ©mg-
do 3mogbBo LEmmow ogsmaglh
bbb, Bsb 3GM396@0 o6 ©ag-

Mosbgds. ©3G30390gmo  bsjhg-
©o@m  @odoGob  gaMamgddo,
30g6@b dgmdmas s0mmb, ©oggs-
mmb s 398mgy bgmobms sommb
369©od0.

2005 bob dmembogol oodo-
Lo 35630L LogMgEo@m doMomoom

9339 2500-3g gmogb@o Lsmag-
dmmds.

avtomaturi komunaluri gadaricxvebi

Joomm  badobgm  LogMzgdo
LEgmos  0bmgson®o  bgfMgabo,
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NEW PRODUCTS

TBC Bank still continues to implement its set strategy - to be the innovator on the Georgian banking

market with continued process of product development. It is our top priority to always offer improved

and high quality services to our customers. Similar to the previous year, in 2005 the Bank has concen-

trated on expansion of the electronic banking services. Besides, significant steps have been taken in

terms of elaboration of credit and operational products.

Starting from May 1 TBC Bank
has been issuing credit cards. For the
customers with positive credit his-
tory the TBC Bank credit card prac-
tically represents a credit without a
set term. Credit can be used for any
purpose. Most importantly, no secu-

CREDIT CARDS

rity is required for the credit cards.
Annual interest rate of credit cards
equals 23%. Besides, there is a 5 day
mercy period set. If a client repays
the full credit within 5 days after the
credit occurs, the interest will not
be accrued. A customer may take

credit, repay it and than take again
within the range of approved credit
limit.

By the end of 2005, already 2500
customers have been using TBC
Bank credit card service.

AUTOMATED UTILITY PAYMENTS

Automated Utility payments, the
innovative service in the Georgian
banking sector is one of TBC Bank’s
most popular technological pro-
ducts, which has been introduced by
the Bank on the Georgian market in
2005. It enables a customer to give
order to the bank to pay utility and

other due payments from his/her ac-
count.

Thus, a customer does not have to
think about electricity, gas, phone
and other bills. He/she does not bo-
ther about these kinds of liabilities
every month. This obligation is now
carried out by the Bank - it auto-

matically transfers the due amount
from the customer’s account to the
account of a certain utility company.
The only thing a customer should
have is a TBC Bank account with
enough funds to pay the bills.
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VIP SERVICE

TBC Bank was yet again the first
one to introduce such service in
Georgia in 2005.

VIP service has been designed for
largest depositors and largest bo-
rrowers of the Bank, as well as the
celebrities of the Georgian society.

The TBC Bank new office enables
the Bank to offer its VIP customers
the service in the most comfortable

environment, in so called VIP servi-
ce rooms, where the customers can
receive all kinds of banking servi-
ces.

VIP customers have a personal
manager — VIP Banker - making
the service more individualized and
personified. This conditions special
level of service efficiency and confi-
dentiality.

UPGRADED INTERNET BANKING SERVICE

One of the most popular products
of TBC Bank, which is in use by over
5000 customers by now, has been
further improved and diversified in
2005. One of the most important
new functions is the option to make
tax transfers to the State Budget.

The mentioned service is particu-
larly important for the legal entities

and the staff members of the inter-
national or local organizations, whi-
ch have to personally make the tax
transfers under the Georgian Tax
Legislation. This new function of
the Internet Banking significantly
simplifies the tax payment process
and saves the customer’s time.

BI6HI3VAEN0 / PHOTO REPORT

3673 3653 emRs65330emabs
sbama Boabab 369b96@>300
080bo 356330

Presentation of a new book by the
writer Guram Dochanashvili in
TBC Bank

02/06/2005
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SMS SERVICE

TBC Bank plastic cards have become more flexible
and multifunctional after introduction of the SMS
service.

Starting from July 2005 all the new owners of plastic
cards can get registered for SMS service free of charge.
The mentioned service enables the owner to:

« deposit money on the mobile phone account;

o check the balance on the phone;

o block plastic card, or remove the block from the
previously blocked card;

« receive information about any transaction carried out
by the card.

LONG TERM MORTGAGE LOANS.

In the year 2005 TBC Bank has
taken a Revolutionary step for the
local market- for the first time in
Georgia the maximum term of mor-
tgage loan has been increased to 20

years. Prior to that the maximum

The updated conditions of the
mortgage loan came into effect on
May 1, 2005.

Along with the extended loan
term, the new conditions envisaged
decrease of the annual interest rates

Such changes in the requirements
for issue of the mortgage loans made
the possibility to improve the li-
ving conditions through purchases,
construction and rehabilitation of
apartments more accessible for the

term was only 10 years. to 14%.

middle class in Georgia.

TBC BANK’S TREASURY SERVICES.

In the Summer 2005, TBC Bank has launched a comple-
tely new, additional Treasury services for its customers.
Foreign Exchange has never been as profitable, riskles
and diversified in Georgia as it is offered by TBC Bank.
Treasury Services include:
» FX operations;
« FX + operations;

o FX Term Deals, including FX Swaps and FX Forward
Operations,
« FX Options,
« Insurance against Interest Rates.

The clients are served directly by Bank’s Treasury
department dealers ensuring the most timely and high
level service.
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The year 2005 was particularly
successful for TBC Bank in terms of
plastic card business development.
As compared to the previous year,
the number of the cards issued has
doubled and reached 50 thousand,
while the total turnover has excee-
ded 85 million GEL.

Besides, TBC Bank has expanded
its ATM network — by the end of

PLASTIC CARDS

the year, the number of ATMs has
reached 24, of which 25 ATMs are
situated in regions (Batumi, Kutaisi,
Poti).

In Spring 2005, TBC Bank has ac-
quired the license of general mem-
ber bank from “Mastercard Interna-
tional”. This will render the Bank the
chance to expand its services with
the help of the Mastercard product.

The year 2005 was also decisi-
ve in terms of development of the
acquiring (card settlement at mer-
chandizes) business. Currently, TBC
Bank service network covers 250
merchandizes in Tbilisi. Payment in
these merchandizes is possible with
Visa, Mastercard and American Ex-
press cards.

INFORMATIONAL TECHNOLOGIES

During the year 2005 significant
measures have been taken in TBC
Bank for technical and functional
improvement of the existing soft-
ware. New software modules have
been created and introduced, whi-
le the existing software has been
improved. The Bank has conti-
nued working on increase of the
level of automation of its business
processes.

In year 2005 the Bank moved to a

new Head Office, equipped with the
up-to-date standard telephone and
computer network. The IT service
of the bank has transferred the Bank
service centre and data base to the
new office.

In 2005 TBC Bank plastic card
embosser has been technically set up
for emission of the chip cards.

The Bank has continued expan-
sion of the ATM network - currently
there are 25 Wincor-Nixdorf trade

mark ATM.s functioning in Geor-
gia. The Bank is planning to order
more ATMs. Automated system for
monitoring of the functioning and
technical condition of ATMs has
been introduced. Currently, the te-
chnical staff of the Bank is in con-
trol of full real regime information
regarding the condition of the ATM
network and can take the immedia-
te relevant steps.
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Main International Correspondents
SWIFT _ TBCBGE 22 Address CHAVCHAVADZE ave 11
Telex - 212904 TBCBC GI TBILISI, GEORGIA
TEL: (995 32) 22 0661
FAX: (995 32) 22 0406
Bank/Account Address SW.LET.
USA
HSBC BANK USA
USD 000-305022 New York, N.Y. MRMDUS 33

USA

CITIBANK, N.A.

USD 36127097 111 Wall Street CITIUS 33
New York, NY 10043

DEUTSCHE BANK TRUST COMPANY AMERICAS

USD 04414200 60 Wall Street
New York, NY 10005 BKTRUS33

JPMORGAN Chase Bank N.A

USD 400950979 270 Park Ave. CHASUS33
10017 New York NY, USA

GERMANY
DEUTSCHE BANK
(EUR/USD) 9499096 Taunusanlage 12, D-60325, DEUTDEFF
Frankfurt, Germany
DRESDNER BANK
EUR 08 122 957 00 60301 Frankfurt/main DRESDEFF

USD 08 122 957 00/400

West LB (Westdeutsche Landesbank)

EUR 1191100000 D-40199, Duseldorf 1 WELADEDD
USD 1010119111 Germany
COMMERZBANK
USD 400886868900 60261 Frankfurt COBADEFF
EUR 400886868900
SWITZERLAND
SOCIETE GENERALE
CHEF: 08705 151088558900 Sihlquai 253 SGABCHZZ
EUR: 08705 151088558901 ZURICH
USD: 08705 151088558902 CH-8031 Zurich
GBP: 08705 151088558903 Switzerland
NOK: 08705 151088558904
CAD: 08705 151088558905
AUD: 08705 151088558906
NETHERLANDS
ING Bank (Internationale Netherlands Bank N.V.)
EUR 50909835 1000 BV Amsterdam INGBNL2A
USD 50000608 Netherlands
RUSSIA
ALFA BANK
RUB 30122810160000000001 27 Kalanchevskaya Str. ALFARUMM
USD 30112840300000001031 107078 MOSCOW, RUSSIA

INTERNATIONAL MOSCOW BANK

RUB 30101810300000000545 119 Moscow IMBKRUMM
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USD 008200007USD400302

ARMENIA

Prechistenskaya nab. 9

HSBC BANK ARMENIA

USD 001-182799-181

9 V. Sarkissian Str.
375010 Yerevan, Armenia
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SALES SYSTEM

In year 2005 TBC Bank stood out
for the high number of sales promo-
tion actions. The practice of carrying
out of different types of measures be-
came systematic in 2005. Implemen-
tation of special actions became in-
separable part of the TBC Bank sales
system, in the process of introduction
of new products, with the purpose of
its sales promotion. During the last
year the Bank has carried out pro-
motion actions for two new products
— credit cards and automated utility
transfers.

Credit cards and automated utili-
ty transfer service was a novelty not
only for TBC Bank, but for the whole
banking sector of Georgia as a whole.
Initially, it was the Bank’s intention
to create the products’ awareness and
to demonstrate their necessity to the
consumer, while at the following stage
the aim was their sales. Consequent-
ly, the actions of the both products
were large-scale, involving number of
individual measures.

Besides the actions promoting the
banking services, two TBC Bank Visa

plastic card festivals - Summer and
Winter ones - were held in 2005. Fo-
llowing the both festivals 77 Visa card
owners have received various awards,
while 2 customers have won the main
prize: in the Summer, the main prize
owner visited Paris Disneyland with
the family, while the second one has
attended the 2006 Winter Olympic
games in Turin, with a spouse.

The year 2005 was also innovative
in terms of sales of insurance servi-
ces at TBC Bank offices. TBC Bank
customers can buy “GPI Holding” in-
surance products at any of the Bank
branches. The insurance policies are
issued by the “GPI Holding” staff.

The cross-selling system introdu-
ced in 2004 has become more active
and large-scale - more and more staff
members have been getting invol-
ved in the sales process through the
cross-selling.

TBC Bank is planning to imple-
ment more actions in 2006. It is no-
teworthy to mention, that often the
actions will be held jointly with va-
rious leading Georgian companies.

ANB8N@HI3NAGNI / PHOTO REPORT
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Award ceremony of TBC Bank Visa
Card Festival “Visa - Disneyland”

28/07/2005
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CREDITING ACTIVITY

The year 2005 was yet another
year of success for the TBC Bank
crediting history. The credit portfo-
lio plan has been exceeded and its
volume made 206,1 million USD by
the end of the year. New clientele
has contributed significantly to the
credit portfolio growth.

Besides the growth of the portfolio
and improvement of the main bank
structure, crediting sector has also
undergone change in the year 2005.

In the Bank Branches corporate
banking teams have been set up with
the purpose to maximize the level of
customer satisfaction and to meet
their requirements on highest possi-
ble level. The goal of the corporate
banking teams is to offer corporate
clients full spectrum of the servi-
ces available in the Bank (different
types of credit products, insurance
of business risks and assets, salary
programmes, wide variety of opera-
tional products).

With the purpose of taking effi-
cient crediting decisions, credit

analysts in the Head Office have been
divided into the teams by industries.
Motivation of each staff member in
the teams is based on accumulation
of experience and knowledge in re-
levant industry.

In the Summer 2005, TBC Bank
and the European Bank for Recons-
truction and Development (EBRD)
signed agreement on co-financing
of the medium-size loans. Based on
the agreement, EBRD has assumed
the liability to finance 50% of the
loans issued by TBC Bank to Geor-
gian companies. The main purpo-
se of the programme was to enable
TBC Bank to significantly increase
the amount of loan issued to a sin-
gle customer. In July 2005 the Bank
issued the first loan under the men-
tioned programme - the loan in the
amount of 7 million USD was issued
to Ltd “Lomisi”, with the purpose to
fund the brewery “Natakhtari”. Until
now, this has been the largest ban-
king loan ever issued to a private
company in Georgia.

Last year, the volume of the loans
issued to individuals has increased
significantly. In 2005, the number
of consumer and mortgage loans has
increased by 156%, while the total
volume of the loans has increased by
72,1% (or by 16,4 million USD). By
the end of the year, the portfolio of
the mentioned loans made 39,1 mi-
llion USD, while the number of bo-
rrowers has exceeded 3 000.

Renewed crediting principles of
TBC Bank also account for such
abrupt growth of crediting of retail
sector. According to the new prin-
ciples, the maximum volume and
maturity of loan has increased; the
process of loan processing has beco-
me simpler.. . as a result, now it has
become much easier and more con-
venient for customer to take a loan
and generally to receive banking
service.

In 2005 TBC Bank started issuing
credit cards. This is the most con-
venient way of using loan. The card

issuing process is automated,
,’
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and this increases the level of satis-
faction of the borrowers. By the end
of the year 2005, 2,752 of TBC Bank
consumers owned the credit card.

It is particularly important to
mention that the significant increase
in TBC Bank has been marked in the
conditions of maintenance of high
quality level of the credit portfolio.
This indicates presence of efficient
crediting principles and credit risk
management mechanisms.

For 2006 TBC Bank is planning
further expansion on the segment
of retail services, through offering
high-quality service and flexible
terms of the credit products. At the
same time, the Bank will further ela-
borate the credit risk management
mechanisms, in order to maintain
the high quality level of TBC Bank
credit portfolio in the future.

“Information is power. It is a key
to knowledge and helps us in ta-
king the right decisions” - this is
the motto of the first Credit Bureau
in Georgia “Creditinfo Georgia”. It
was founded in February 2005, with
participation of TBC Bank. This is a

very important tool for development
of crediting of retail segment.

In 2005 TBC Bank credit portfolio
has increased by 84 million USD (or
66%) and made 210,9 million USD.
The growth rate was nearly identical
in 2004 (45%), yet in terms of volu-
me, the indicator in 2005 was twice
as much as the same figure for pre-
vious year.

In 2005, the volume of the loans
with 3 and more years of maturity
issued by TBC Bank has nearly do-
ubled. Commercial loans make over
70% of the loans with over 3 year ma-
turity, with mortgage loans coming
next. Despite the increase of long-
term loans, the structure of the cre-
dit portfolio in terms of maturity has
practically remained unchanged.

The credit portfolio structure in
terms of industries has not chan-
ged significantly as compared to the
beginning of the year. In particular,
trade still retains the leading position
(39,3%). Next come retail segment,
which has increased from 14,2% to
21,4%, food industry - 12,8% and
service -10,3%.

Loans between 1 and 3 millions
take largest share in the portfolio
(24%) and account for 29 borrowers.
Last year the quivalent indicators
were, respectively, 26% and 17%.
The number of borrowers with lar-
ger loans has also increased - at the
beginning of the year the Bank had
2 borrowers with the loans over 3
million, while at the and of the year
rhe number has reached 9.

Despite the portfolio growth, the
risk factor indicators, such as PAR
ALL/30 (overdue and 30 days over-
due) and share of overdue loans in
credit portfolio has practically re-
mained the same. The loan loss re-
serve remains at the same indicator
as at the beginning of the year.
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Exhibition of works by the artist
Geno Turkia in TBC Bank

27/12/2005
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MARJANISHVILI BRANCH

Along with a number of other no-
velties and successes, the year 2005
was remarkable for TBC Bank for
opening of a new - Marjanishvili
Branch. 10 months turned out to be
enough for the Branch to acquire the
leading position, not only among the
TBC Bank branches but generally
throughout the whole Georgian ban-
king system. As of 31 2005, the total
assets of Marjanishvili Branch made
144 million GEL, while the deposits
made 120 million GEL.

The cozy environment and supe-
rior interior of the new office have
enabled TBC Bank to offer high
quality distinguished service to its
customers. VIP department has been
established, separate operational
rooms have been allocated for the
individual and corporate customers
service. Operational service has been
prolonged- the Branch customers are
now served till 8:00 p.m. Besides,
the Branch offers its customers “GPI
Holing” insurance products.

Currently, Marjanishvili Branch
is active in further improvement of
the financial performance and new
achievements in the field of attracting
of more strategic clientele (large and
average size companies, international
and non-governmental organizatio-
ns), and target individuals, as well
as in terms of offering them the high
quality service and improved packa-
ges of renewed banking - insurance
products.

mTawmindis Filiali
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MTATSMINDA BRANCH

The year 2005 was rather success-
ful for TBC Bank Mtatsminda Bran-
ch. Despite the important changes
carried out in the Branch - the new
service specialization of the Branch,
replacements in the Management,
etc., the major development trends of
the previous years have been maintai-
ned and even further developed. This
had relevant impact on the financial

parameters and the annual plan of
the Branch has been exceeded.

In 2005, the Mtatsminda Branch
has concentrated its efforts on the
individual customer segment — as a
result the number and volume of the
mortgage and consumer loans issued
has increased significantly. Besides,
the Branch was actively involved in
the cross-selling process, has increa-

sed the level of the customer satis-
faction and has developed into a well
built coherent team.

In the future, Mtatsminda Branch
will adhere to its strategy - to main-
tain and upgrade the level of customer
satisfaction, attract potential clients
and develop long-term partnership-
based relationship with them.
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VAKE BRANCH

TBC Bank Vake Branch still re-
tains important function in terms of
strengthening of the Bank achieve-
ments and its leading position. The
goals of the Bank - to strengthen
and develop its activities on the tar-
get segments, attract new clientele
and ensure high level of satisfaction
on their side, have become the main
course for the Vake Branch in 2005.

Given the results achieved, we can
be confident in our assertion that
the year 2005 was quite successful
for the Branch.

Focusing on the strategic clients
and partners of the Bank, systemic
efforts to upgrade service quality,
offer of new products and services
— all these have been reflected in the
performance of the Branch.

By the end of the year 2005, the
Vake Branch assets made 149 million
GEL, while the total credit portfolio
made 149,3 million GEL. The total
deposits of the Branch are characte-
rized with dynamic growth.

By the end of the year, the indi-
cator reached 178 million GEL. The
net earnings of the Branch was 15,7
million GEL.

The year 2005 was particularly
important for the Branch in terms
of growth of the number of custo-
mers, using consumer and mortgage
loans.

A new product - credit card has
been introduced during the year.
The product has become very popu-
lar among the customers and by the
end of the year the number of the
individuals owning credit cards has
exceeded 1000.

Special novelty was introduction
of the institute of corporate bankers
in 2005. Highly qualified and com-
petent bankers with high position
in the Bank have been personally
involved in the process of customer
service, specific offers and compre-
hensive consultations in banking
issues.
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In three years after the establish-
ment, the Vera Branch still maintains
the leading position among the TBC
Bank branches, on the segment retail
crediting.

As compared to the previous year
the Credit Portfolio of the Branch
showed 131% growth in 2005. The
indicator was 21,4 million GEL at the
end of the year.

The volume of the deposits of the
Branch has increased by 17% and has

VERA BRANCH

exceeded 13 million GEL by the end
of the year. The Branch assets have
also increased and reached 21,5 mi-
llion Gel by the end of the year, which
marked 128% growth as compared to
the previous year.

The year 2005 was successful for the
Branch staff members as well - they
have received awards in the following
nominations: “the best quality team’,
“the best quality manager”, “the best
CRM software consumer’, “the best

cross-selling manager”

Currently, Vera Branch offers its
customers full package of retail ser-
vices. In 2006, the Branch is planning
to maintain the leading position in
retail service and to increase its fi-
nancial performance through the im-
proved quality and increased product
flexibility.
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NADZALADEVI BRANCH

In 2005, major changes have been
carried out in Nadzaladevi Branch
— it has changed the target segment
and has focused on retail service, ra-
ther than corporate service.

The Credit Portfolio of the Branch
has significantly increased at the ex-
panse of the consumer and mortgage
loans. In 2005, similar to other bran-
ches, Nadzaladevi Branch has intro-
duced a new product - credit card,

which has turned out to be very po-
pular and flexible for the customers.
Currently, Nadzaladevi Branch has
about 200 individual clients using
retail credit products, with the total
volume of credit balance about 2,5
million GEL by the end of 2005. The
indicator has increased by 132% as
compared to the previous year.
Time-deposits of the individuals
has increased by 49%, as compared

to the previous year. As compared to
the year 2004, the total growth of the
savings account and time-deposits,
both- individual and corporate —was
19%, while net earnings of the branch
has increased by 20%.

In 2006 Nadzaladevi Branch is
planning to significantly improve and
develop its position on the retail ban-
king product segment.
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KVEMO KARTLI
REGIONAL BRANCH

The year 2005 was very successful
for TBC Bank Kvemo Kartli Branch.
As compared to the previous year,
the profit of the Branch has increa-
sed by 7,1%. The Branch steadily
maintains the leading position on
the local market, with the deposit
share of 36,4% and credit share of
20%. The Kvemo Kartli Regional
Branch offers its customers the full
range of services.

Based on the Western Union sys-
tem research carried out in 2005,
TBC Bank Kvemo Kartli Regional
Branch has been recognized to be
one of the best in the country, in
terms of quality and volume and
has been nominated as a “Club 500”
member.
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TELAVI BRANCH

On the 4th year of its establish-
ment, Telavi Branch is still steadily
maintaining one of the leading posi-
tions on the Regional market. Telavi
Branch offers its customers the full
range of TBC Bank services. It also
remains the leader on the local mar-
ket in terms of the service quality.

As compared to the previous year,
in 2005, the credit portfolio of Telavi
Branch has increased by 55%, assets
- by 34 %, deposits — by 38%, and

net profit — by 16,5%. By the end of
the year, the share of Telavi Branch
credit portfolio on the Kakheti Re-
gional market made 53%, while the
share of deposits made 71%.

Last year Telavi Branch has intro-
duced a new product on the local
market — mortgage loan. Besides,
the number of the plastic cards sold
by the Branch in 2005 has increased
by 100% as compared to the previo-
us year.
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Kutaisi Branch is oriented at ser-
ving medium and small size enter-
prises, as well as individuals residing
in Imereti Region.

The financial performance of the
Branch has significantly improved
in 2005 - the credit portfolio has
increased by 10,3%, deposits by
47%. This growth had correspon-
ding effect on the net earnings of the
Branch.

For the past few years Kutaisi
Branch has been steadily maintai-
ning the leading position in the

KUTAISI BRANCH

banking sector of Imereti Region.
This has been acknowledged by the
Kutaisi Branch of the National Bank
of Georgia. Based on its annual re-
search of the regional banking sec-
tor, National Bank has awarded TBC
Bank Kutaisi Branch with the “Best
Banking Institution” status in years
2001-2004.

Western Union system has nomi-
nated Kutaisi Branch as a member
of “Club 500” for the fourth time
by now. The mentioned Club uni-
tes 500 best of the 160 thousand

Western Union operators throug-
hout the World. This was an impor-
tant break-through for the Kutaisi
Branch.

In 2006 the Branch is planning
to introduce new banking products
and to re-design its office. This will
enable the Branch to upgrade its ser-
vice quality and efficiency.
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SAMTSKHE JAVAKHETI BRANCH

Within 8 years of its existence,
Samtskhe-Javakheti Branch has been
offering high-quality and efficient
services to the financial institutions,
legal entities and individuals, as well
as the budgetary organizations on
the local market. The year 2005 was
successful and significant for Samts-
khe-Javakheti Branch - this year the

credit portfolio of the Branch has
increased by 152%; at the same time
the number of the accounts of legal
entities and individual has drastically
increased.

During the last year, Samtskhe-Ja-
vakheti Branch funded high-season
small and medium size business fa-
cilities, which will support develop-

ment of tourism both locally and in
Georgia in general.

The Branch is oriented at main-
tenance of long-term relationship
with the customers, attracting the
potential clients in the Region and
establishment of long-term, stable re-
lationship with them
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POTI BRANCH

The year 2005 was very successful
for Poti Branch. The total assets of the
Branch has significantly increased, as
compared to the previous year. By
the end of the year the indicator has
exceeded 10 million GEL, while the
credit portfolio has exceeded 10 mi-
llion GEL.

For the 6 years, the Branch has
been steadily maintaining the lea-
ding position on the regional market
and is yet again successfully offering
full package of TBC Bank products,
as well as high quality service to its
customers.
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BATUMI

In year 2005, TBC Bank Batumi
Branch has exceeded the targets set
at the beginning of the year. In par-
ticular, the compliance rate with the
planned volume of the credit portfo-
lio was 103%, the deposits - 379%, net
operational income - 141%, while the
same indicator for the net earnings
was 1254%.

The research carried out in terms of
consumer segment of the region made
it clear that establishment of the Bran-
ch has introduced significant novelty

BRANCH

on the local banking market in terms
of efficient and high-quality service.
During the year 2006 Batumi Bran-
ch is planning the 200% increase of
credit portfolio, which will respective-
ly be reflected in increase of operatio-
nal revenues. Compliance with the set
plans will enable the branch to assume
the leading position in the banking
system of the region, which is quite
possible within the next one year’s
time, due to the potential of the Bank.

ANBNAIINANI0 / PHOTO REPORT

39Logmb 6565 ©n3nGMnscnb
3Mb6396@0 0ndabo 356330

Concert performed by the
musician Nana Dimitriadi in TBC
Bank

22/07/2005
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For the whole period of its functioning, social respon-
sibility has always been particularly important priority
for TBC Bank. This is one of Company’s those traditio-
nal values, which, over the years, have become the de-
terminants of TBC Bank’s corporate credo and culture.

From the very first years after its foundation, TBC
Bank has been rather active in organizing charity
events and has been funding social, cultural and public
projects. During this period, TBC Bank has strongly es-
tablished an image of charitable company having high

Over the time, TBC Bank has formulated its strategy
in view of social responsibility that is shared and ac-
cepted by the Bank management. This strategy implies
implementation of such long-term social and cultural
projects, which are oriented at development of this area
in long-run, achievement of tangible results, preserva-
tion and protection of cultural and national values.

Below please find information on some major pro-
jects implemented by TBC Bank during the year 2005.

social responsibility.

INTERNATIONAL CONTESTS OF
MUSICIAN-PERFORMERS OF GEORGIA

In 2005 TBC Bank was one of the
organisers and general sponsors of
International Contest of Young Musi-
cian-Performers held once in 3 years,
which is organised by Tbilisi State
Conservatoire. Participants of this
contest are the best beginner musi-
cians from various countries world-

wide. Several winners of this contest
have already become international
level stars. The Bank has been acting
as the co-organiser and donor of the
mentioned contest since 2002.

Apart from this, since 2003, TBC
Bank, together with the Foundation
for Musical Contests, has become the

co-organiser of Republican Contest
of Georgian Musician-Performers.
The Georgian Musician-Performers
Contest is held once every four years
and aims at revealing young gifted
musicians and supporting their pro-
fessional development.
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ANNUAL LITERARY
AWARD “SABA”

On May 21, 2005 TBC Bank Head
Office hosted the third ceremony of
the Annual Literary Award “Saba”

In 2003, TBC Bank established a
literary award “Saba’, which is annua-
lly awarded in 8 nominations. During
3 years of its existence, award “Saba’
has become the most prestigious and
popular among this type of literary
awards.

Every spring, this award evaluates
literary process of the previous year
and reveals the best works according
to following nominations:

1. The best prosaic work of the
year

2. The best collection of poems of
the year

3. The best novel of the year

4. The best translation of the year

5. The best debut of the year

6. The best play of the year

7. The best literary critic of the
year

8. Award for special contribution
to development of Georgian litera-
ture.

Other founders of “Saba” award are
- Association of Writers the “Geor-
gian Pen-club” and newspaper “24
hours” A competent jury comprising
of 7 persons reveals the best works of
the year.

The “Saba” award ceremony takes
place every spring. Apart from special
prizes, the winners receive monetary
awards — in the amount of 2 thousand
GEL in the first 7 nominations and 5
thousand GEL in the nomination “for
the special contribution to develop-
ment of Georgian literature”

3639303 “bsdsb” sgamomgdab
(39698mb0semn m0dabo 336330

The “Saba” award ceremony in TBC
Bank

21/05/2005
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RESTORATION OF ARCHITECTURAL

In 2005 was completed restoration
and rehabilitation works of Tbilisi
State Conservatoire, the Bank has
been funding for the last few years.
By now, the building of Tbilisi State
Conservatoire, which is one of the
most outstanding architectural mo-
nument of Tbilisi, is fully restored.

It is noteworthy to mention the
construction of bell-tower for Svetits-

MONUMENTS

khoveli Temple in Mtskheta, for whi-
ch TBC Bank contributed significant
funds in 2004-2005. Last year, TBC
Bank continued funding of Focal
Monastery Ensemble. The restoration
works which have been underway
for few years, were initiated by TBC
Bank.

In 2005, through TBC BanK’s fun-
ding, the Museum of famous Geor-

gian artist Lado Gudiashvili was re-
constructed. Opening of the museum
is planned for 2006.

Last year, TBC Bank funded res-
toration of the living ensemble for
Georgian nuns in Bethlehem (Jeru-
salem), study and salvation of an an-
cient Georgian archive in Istanbul, as
well as support of other cultural mo-
numents.
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TBC BANK HELPS THE PEOPLE WITH
MULTIPLE SCLEROSIS

In 2005 TBC Bank has been very
actively involved in the process of
providing material support to the
people diseased with multiple scle-
rosis.

TBC Bank started implementa-
tion of this programme in 2002. Sin-
ce than TBC Bank has been acting
as an official partner and financial

donor of the “Society of the People
with Multiple Sclerosis”.

The goal of the Society is to pro-
vide free medical aid, treatment and
rehabilitation to the people suffering
from multiple sclerosis. Through the
Organisation, TBC Bank provides
free medical consultations, diagnos-
tics, medicines, etc. for the socially

vulnerable patients.

Partners of TBC Bank in the
“Society of People with Multiple
Sclerosis” are several international
organisations. TBC Bank views its
co-operation with the Society as
long-term and will it continue in
2006.
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CULTURAL AND PUBLIC
EVENTS
AT TBC BANK HEAD OFFICE

Opening of a new Head Office of
TBC Bank at the beginning of the
year 2005 has significantly expanded
the possibilities of the Bank not only
in terms of upgrade of the service
quality and introduction of the new
services.

It has also enabled the Bank to
take more active role in social and
cultural spheres.

In the period of April-December,
2005 the building of TBC Bank Head
Office, which is among the most va-
luable architectural monuments of
Thilisi, hosted about 40 cultural and
public events.

Including presentations of new
books of the outstanding Georgian
writers, exhibition of the Georgian
classical artists, scattered in private

collections, concerts of famous mu-
sicians, etc.

Now, visit to the TBC Bank office
has become pleasant and desirable
even for the part of society, which
does not traditionally use banking
services.

It would not be an exaggeration
to say that for the last one year TBC
Bank Head Office has turned into a
kind of cultural hearth and holding
book presentations, creative eve-
nings or personal exhibitions has be-
come quite prestigious here among
the artistic circles of Geogria.

ANBN@HIN@HGNI ; PHOTO REPORT
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Presentation of folklour disck in
TBC Bank

23/06/2005

55






TBC BANK GROUP

Independent Auditors’ Report
and Consolidated Financial Statements

For the year ended 31 December 2005

57






TBC BANK GROUP

TABLE OF CONTENTS

STATEMENT OF MANAGEMENT' S RESPONSIBILITIES FOR THE FREFARATION
AND APFROVAL OF THE CONSOLIDATED FINANCIAL STATEMENTS

INDEFENDENT AUDITORS' REFORT

CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005:

Conedlidated Incurre statermert
Conedlidated Balarice sheet

Conedlidated Staternent of changes in equity
Conedlidated Staterrent of cash flows

Nutes tu the consdlidated financial statermerits

Page

60

61

62
63
64
65 - 66

67 -102

59



60

STATEMENT OF MANAGEMENT’S RESPONSIBILITIES FOR THE PREPARATION
AND APPROVAL OF THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005 OF TBC BANK GROUP

The fullowing statement, which chould be read in conjunction with the independernit auditors’
respornsibilities stated in the independent auditors’ report set out on page 2, is made with a
view to distinguishing the respective responeibilities of meanagement and those of the
independertt auditurs in relation tu the conedlidated financial stetements of TBC Bank (the
“Bank”) and its subsidiaries toygether referred to as the TBC Bank Group (the “ Group”).

Mariagemernt is resporneible fur the preparation of the conealidated financial stetements that
present fairly the financial position of the Group at 31 Decernber 2005, the results of its
uperationg, cash flows and changes in equity for the year then ended, in accurdance with
International Financial Reporting Standards (¥ 1IFRSE™).

In preparing the coneulideated financial statermenits, managermernt is responsible for:

*  selecting suitable accouriting principles and applying therm coneisteritly;

. miaking judgerments and estimetes thet are reasongble and pruder;

. stating whether IFRS have been fullowed, subject to any misterial departures disclused
and explained in the consdlidated firancial staterments; and

. preparing the consulidated financial staterments on a going concern basis, unless it is
inappruprigte to presurme that the Group will coritinue in business for the foreseeable
future.

Mariagermernt is alsu respornsible for:

. designing, implementing and maintaining an effective and sound systerm of internal
cortralg, throughout the Grou;

. mintaining pruper accourtting records that disclose, with reasonigble accuracy at any
time, the financial pusition of the Group, and which engble therm to ensure thet the
conedlidated financial staterments of the Group curmply with IFRS;

. taking such steps as are reasonably available tu them to safegyuard the assets of the
Group; and

. detecting and preveriting fraud and other irregularities,

The conedlidated financial statermertts for the year ended 31 Decernber 200% were authorized
for iscue on 18 April 2006 by the Managerment Buard.

On behalf of the M anagement Board

1/!//] M

General Director Deputy Genera}ﬁ)iréétor
Vakhtang Butskhrikidze Vano Baliashvili

18 April 2006 18 April 2006
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INDEPENDENT AUDITORS' REPORT
Tu the Sharehalders of TBC Bank Group:

We have audited the accurmpanying consolidated balance sheet of Juint Stock Curmpany TBC
Bank and its subsidiary (the “Group”) as at 31 Decermber 2005 and the related consclidated
incarne staternent and staterments of cash flows and changes in equity (the * consolidated
financial staterments”) for the year then ended. These consulidated financial stetermernts ere the
responeibility of the Group's mianagement. Qur responsibility is tu express an gpinion on these
coneulidated financial staterments based on our audit.

The previous year's conedlidated financial statements were audited by a different auditar,
whose upinion dated 15 April 2005 was unqualified.

We conducted uur audit in accurdarice with International Standards on Auditing. Those
Standards require that we plan and perform the audit to obtein reasonable assurance about
whether the consulidated financial staterments are free of material misstaternent. An audit
includes exarnining, on a test basis, evidence suppuorting the amounts and disclosures inthe
conedlidated financial staterments. An audit also includes assessing the accourtting principles
used and significant estimates made by menagerment, as well as evaluating the overall financial
statermernt presentation. We believe that our audit provides a reasoniable basis for our upinion.

In our gpinion the consdlidated financial staterments present fairly, in @l material respects, the
financial position of the Group as at 31 Decermnber 2005, and the results of its gperations, and
its cash flows for the year then ended, in accordance with International Financial Reporting
Standerds.

Deloctte £ Touke

18 April 2006

Member of
Deloitte Touche Tohmatsu

Audit.Tax.Consulting.Financial Advisory.
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TBC BANK GROUP

CONSOLIDATED INCOME STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005
(in Georgian Lari and in thousands)

Interest income
Interest expense

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

Recovery/(provision) for impairment losses on interest bearing assets
NET INTEREST INCOME

Gain from the sale of available for sale securities

Net gain from the revaluation of available for sale securities

Net gain on foreign exchange operations

Fee and commission income

Fee and commission expense
Dividend income

Sharein losses of associates
Other income

NET NON-INTEREST INCOME
OPERATING INCOME
OPERATING EXPENSES
OPERATING PROFT

Provision for impairment losses on other and off balance sheet
transactions

INCOME BEFORE INCOME TAX
Income tax expense

NET INCOME

On behalf of the Management Board

8, 26

2005 2004
54,389 37,082
(17,627) (11,091)
36,762 25,991
7,047 (4,704
43,809 21,287
1,161 -
- 3,498
5,740 782
14,211 12,498
(2,224) (1,703)
14 288
(14) (38)
1,296 1,069
20,184 16,394
63,993 37,681
(25,422) (17,560)
38,571 20,121
(58) (563)
38,513 19,558
(7,314 (3,811)
31,199 15,747

Vakhtang Butskhrikidze

Vano Baliashvili

17 /] f/, 4
General Director ~ / / Deputy Genera}ﬁ)irector

The notes on pages 8 to 43 form an integral part of these consolidated financial statements. The Independent

Auditors Report ison page 2.



TBC BANK GROUP

CONSOLIDATED BALANCE SHEET
AS AT 31 DECEMBER 2005
(in Georgian Lari and in thousands)

ASSETS:
Cash and balances with the National Bank of Georgia
Loans and advances to banks, net
Derivative financial instruments and spot contracts
Loans to customers, net
Net investments in finance leases
Investments available for sale
Investments held to maturity
Investments in associates and non consolidated subsidiaries, net
Fixed assets, |ess accumul ated depreciation
Intangible assets, net
Other assets, net

TOTAL ASSETS

LIABILITIESAND EQUITY:

LIABILITIES
Loans and advances from banks and credit institutions
Derivative financial instruments and spot contracts

Customer accounts
Provisions
Incometax liabilities
Other liabilities
Total liabilities
EQUITY
Capital
Reserves
Total equity

TOTAL LIABILITIESAND EQUITY

On behalf of the Management Board

Notes

10
11
12
13, 26
14
15
16
17
18
19
20

21
12
22,26

23

2005 2004
94,373 75,966
70,466 66,899

2,985 -
369,404 212,396
8,367 3,098
203 7,680
7,088 2,677
843 733
36,671 20,195
346 367
5,765 1,961

596,511 391,972

98,528 39,505

1,592 -
380,270 284,873
1,001 875
7,703 145
7,539 5211

496,723 330,609
10,100 10,100
89,688 51,263
99,788 61,363

596,511 391,972

Vakhtang Butskhrikidze Vano Baliashvili

717 ,/é'f] f/, 1
General Director ~ / / Deputy Genera}/Director

The notes on pages 8 to 43 form an integral part of these consolidated financial statements. The Independent

Auditors Report ison page 2.
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TBC BANK GROUP

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2005
(in Georgian Lari and in thousands)

Note  Share Share Investments  Fixed assets Revenue Total
capital premium availablefor revaluation reserve Equity
salefair value reserve
reserve
31 December 2003 5,385 4,715 - - 35,539 45,639
Revaluation net of tax - - - 1,277 - 1,277
Dividends - - - - (1,300) (1,300)
Net income ) - - - - 15,747 15,747
Gains on revaluation of
availablefor sale
securities - - 3,498 - (3,498) -
31 December 2004 24 5,385 4,715 3,498 1,277 46,488 61,363
Share capital
increacas%/(decrease) of:

- ordinary shares (641) - - - - (641)

- preference shares 641 - - - - 641
Revaluation, net of tax - - - 8,726 - 8,726
Dividends - - - - (1,500) (1,500)
Net income - - - - 31,199 31,199
31 December 2005 24 5,385 4,715 3,498 10,003 _ 76,187 _ 99,788

On behalf of the Management Board

Vakhtang Butskhrikidze Vano Baliashvili

17 ,/4/-] f/, 1
General Director ~ / / Deputy Genera}ﬁ)irector

The notes on pages 8 to 43 form an integral part of these consolidated financial statements. The Independent

Auditors Report ison page 2.



TBC BANK GROUP

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2005
(in Georgian Lari and in thousands)

CASH FLOWSFROM OPERATING ACTIVITIES
Interest received
Interest paid
Fees and commissions received
Fees and commissions paid
Realized gains less losses in foreign currencies
Other operating income
Salaries and benefits
Administrative and operating expenses

Cash Flow from operating activities before changes in operating assets
and liabilities

Net increase in operating assets
Obligatory reserve with the NBG
Amounts due from credit institutions
Loans to customers
Other assets

Net increase in operating liabilities
Amounts owed to credit institutions
Amounts owed to customers
Other liabilities

Net cash flow from operating activities before income taxes
Corporate income taxes paid
Net cash flow from operating activities

CASH FLOWSFROM INVESTING ACTIVITIES
Purchase of derivative financial asset
Purchases of investment held to maturity
Proceeds from sale of investment available for sale
Net investment in finance lease
Proceeds from subsidiaries
Purchases of fixed assets
Purchases of intangible assets

Net cash flow from investing activities

Notes 2005 2004
53,038 36,628
(15,129) (11,587)
14,211 12,498
(2,224) (1,703)
6,210 5,477
1,054 1,356
(14,200) (9,862)
(10,144) (6,190)
32,816 26,617
(11,056) (4,733)
83 (29,199)
(149,214) (70,599)
(384) (959)
57,813 18,432
94,196 98,943
(727) 1,600
23,527 40,102
(2,290) (4,042)
21,237 36,060
(1,147) -
(3,978) (1,260)
9,344 4,205
(5,076) (3,193)
- 1,215
(7,636) (9,340)
(85) (382)
(8,578) (8,755)
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TBC BANK GROUP

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2005 (Continued)
(in Georgian Lari and in thousands)

Notes 2005 2004
CASH FLOWSFROM FINANCING ACTIVITIES

Dividends paid (1,500) (1,300)
Net cash outflow from financing activities (1,500) (1,300)
Exchange rates changes effect on cash and cash equivalents (597) (5,718)
NET INCREASE IN CASH AND CASH EQUIVALENTS 10,562 20,287

CASH AND CASH EQUIVALENTSAT THE BEGINNING OF THE
YEAR 10 78,468 58,181
CASH AND CASH EQUIVALENTSAT THE END OF THE YEAR 10 89,030 78,468

On behalf of the Management Board

Vakhtang Butskhrikidze Vano Baliashvili

117 /é/] f/, 4
General Director ~ / / Deputy Genera}ﬂ)irector

The notes on pages 8 to 43 form an integral part of these consolidated financial statements. The Independent
Auditors Report ison page 2.



TBC BANK GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005
(in Georgian Lari and in thousands)

1

ORGANIZATION

Joint Stock Company TBC Bank (the“Bank”) isajoint stock company, which was incorporated in
Georgiaon 17 December 1992. The Bank is regulated by the National Bank of Georgia (the “NBG”)
and conducts its business under the general banking license number 85 granted on 20 January 1993.
The Bank’s primary business consists of commercial activities, trading with foreign currencies and
originating loans and guarantees.

Theregistered address of the Bank is 121 Rustaveli Street, 383720 Borjomi, Georgia.

The Bank had 667 employees at the end of 2005 (2004 - 500).

As at 31 December 2005, the Bank had the following shareholders:

Shar eholder 2005 2004
Owner ship Owner ship
interest, % interest, %

International Finance Corporation 31% 9%

TBC HoldingsLTD 25% 25%

Liquid Crystal International 20% 20%

Deutshe Investitions and Entwicklungesd | schaft mbH. 10% 10%

David Khazaradze 6% 7%

Badri Jafaridze 5% 15%

George Kekdidze 2% 2%

Mamuka Khazaradze 1% 12%

Total 100% 100%

The Bank is a parent company of the banking group (the “ Group™) which consists of the following
enterprises consolidated in the financial statements:

The Bank owner ship
interest
Name Country of incor poration 2005 2004 Type of operation

JSC TBC Leasing Georgia 100% 100% Finance leasing

JSC TBC Leasing (the “Company”) was established on 22 September 2003 by the Vake-Saburtalo
Regional Court of Thilisi, Georgia, registration number 5/5-115. The Company’s principal activity is
providing finance leases to companies within Georgia.

Theinvestments in and the operations of another 100% owned subsidiary, TBC Broker LLC are
immaterial to the Group financial statements as a whole and therefore, this subsidiary has not been
consolidated. Net assets of TBC Broker LLC as at 31 December 2005 comprised GEL 20 thousand.

These consolidated financial statements were authorized for issue by the Management Board on
18 April 2006.
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TBC BANK GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005 (Continued)
(in Georgian Lari and in thousands)

2.

BASIS OF PRESENTATION
Accounting basis

These consolidated financial statements of the Group have been prepared in accordance with
International Financial Reporting Standards (“1FRS”). These consolidated financial statements are
presented in thousands of Georgian Lari (“GEL") unless otherwise indicated. These consolidated
financial statements have been prepared under the historical cost convention except for revaluation of
fixed assets.

The preparation of consolidated financial statements in conformity with IFRS requires management to
make estimates and assumptions that affect the reported amount of assets and liabilities and the
disclosure of contingent assets and liabilities at the date of the consolidated financial statements and
reported amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates. Estimates that are particularly susceptible to change relate to the allowance for
impairment losses and the fair value of financial instruments.

Functional currency

The functional currency of these consolidated financial statements is the Georgian Lari (“GEL").

SIGNIFICANT ACCOUNTING POLICIES

Basis of Consolidation

The consolidated financial statements incorporate the financial statements of the Bank and entities
controlled by the Bank (its subsidiaries) made up to 31 December each year. Control is achieved
where the Bank has the power to govern the financial and operating policies of an investee entity so as

to obtain ben€fits fromits activities.

Where necessary, adjustments are made to the consolidated financial statements of subsidiaries to
bring the accounting policies used into line with those used by the Group.

All intra-group transactions, balances, income and expenses are eliminated on consolidation.



TBC BANK GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005 (Continued)

(in Georgian Lari and in thousands)

I nvestments in Associates

An associateis an entity over which the Group is in a position to exercise significant influence, but not
control or joint contral, through participation in the financial and operating policy decisions of the

investee.

Theresults and assets and liabilities of associates areincorporated in these consolidated financial
statements using the equity method of accounting except when classified as held for sale or available

for sale (see below).

Investments in associates are carried in the balance sheet at cost as adjusted by post-acquisition
changes in the Group’s share of the net assets of the associate, less any impairment in the value of
individual investments. Losses of the associates in excess of the Group’ s interest in those associates

are not recognized.

Thefollowing associates are accounted for under the equity method:

2005
Associates Holding, % Country Date of Industry Date of Sharein net
incor por ation acquisition assets

JSC United :
Financia 43% Georgia 12 ngge;nber Pl:i,rﬁrd 12 ngge;nber 498
Corporation ocessing

Pension and
JSC GPIH 20% Georgia 8 May 2001  insurance 8 May 2001 326
UFC International Virgin Plagtic cards
Limited 40% Isands (UK) 21 March 2001 processing 21 March 2001 137
Total associates 961
2004
Associates Holding, % Country Date of Industry Date of Sharein net

incor poration acquisition assets
JSC United
Financia 43% Georgia 12 September Plastic Card 12 September 389
Corporation 1997 Processing 1997
JSC GPIH 20% Georgia 8 May 2001 Pensionand 8 May 2001 325
insurance

UFC International Virgin Plagtic cards
Limited 40% Islands (UK) 21 March 2001 processing 21 March 2001 137
Total associates 851
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TBC BANK GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005 (Continued)
(in Georgian Lari and in thousands)

Recognition and measurement of financial instruments

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

Financial assets and liabilities areinitially recognized at fair value plus, in the case of afinancial asset
or financial liability not at fair value through profit or loss, transaction costs that are directly
attributable to the acquisition or issue of the financial asset or financial liability.

The accounting policies for subsequent re-measurement of these items are disclosed in the respective
accounting policies set out below.

Cash and cash equivalents

Cash and cash equivalents include cash on hand, unrestricted balances on correspondent and time
deposit accounts with the National Bank of Georgia with original maturity within 90 days, advancesto
Banks in countries included in the Organization for Economic Co-operation and Devel opment
(“OECD"), except for margin deposits for operations with plastic cards, which may be converted to
cash within a short period of time and Government trading debt securities denominated in Georgian
Lari. For the purposes of determining cash flows, the minimum reserve deposit required by the
National Bank of Georgiais not included as a cash equivalent due to restrictions on its availability
(note 10).

L oans and advances to banks

In the normal course of business, the Group maintains advances or deposits for various periods of time
with other Banks. Loans and advances to Banks with a fixed maturity term are subsequently measured
at amortized cost using the effective interest method. Those that do not have fixed maturities are
carried at cost. Amounts due from credit institutions are carried net of any allowance for impairment
losses.

Derivative financial instruments

The Group enters into derivative financial instruments to manage currency and liquidity risks.
Derivatives entered into by the Group include forwards and swaps.

Derivative financial instruments are initially recorded and subsequently measured at fair value which
approximates the fair value of the consideration given, with their subsequent re-measurement to fair
value. Fair values are obtained from the interest rates modd. Theresults of the valuation of
derivatives are reported in assets (aggregate of positive market values) or liabilities (aggregate of
negative market values), respectively. Both positive and negative valuation results are recognized in
the income statement for the year in which they arise under net gain on foreign exchange operations for
foreign currency derivatives.



TBC BANK GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005 (Continued)
(in Georgian Lari and in thousands)

Originated loans

Loans originated by the Group are financial assets that are created by the Group by providing money
directly to a borrower or by participating in aloan facility. Loans granted by the Group with fixed
maturities areinitially recognized in accordance with the policy stated below. The difference between
the nominal amount of consideration given and the amortized cost of loans issued at lower than market
rates is recognized in the period the loan is issued as an initial recognition adjustment discounted using
market rates at inception and included in the income statement as losses on origination of assets.

Subsequently, the carrying amount of such loans is adjusted for amortization of the losses on
origination and the related income is recorded as interest income within the income statement using the
effective interest method.

L oans to customers that do not have fixed maturities are carried at cost. Loans and advances to
customers are carried net of any allowance for impairment losses.

Write off of loans and advances

L oans and advances are written off against the allowance for impairment losses in the case of the
uncollectibility of loans and advances, including the repossession of collateral. Loans and advances are
written off after management has exercised all possibilities available to collect the amounts due to the
Group and after the Group has sold all available collateral.

Non-accrual loans

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

Allowance for impair ment losses

The Group establishes an allowance for impairment losses of financial assets when thereis objective
evidence that a financial asset or group of financial assetsisimpaired. The allowance for impairment
losses is measured as the difference between the carrying amount and the present value of expected
future cash flows, including amounts recoverable from guarantees and collateral, discounted at the
financial asset’s original effective interest rate, for financial assets which are carried at amortized cost.
If in a subsequent period the amount of the impairment loss decreases and the decrease can be rdated
objectively to an event occurring after the impairment was recognized, the previously recognized
impairment loss is reversed by adjusting an allowance account. For financial assets carried at cost the
allowance for impairment losses is measured as the difference between the carrying amount of the
financial asset and the present value of estimated future cash flows discounted at the current market
rate of return for a similar financial asset. Such impairment losses are not reversed.

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



TBC BANK GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005 (Continued)
(in Georgian Lari and in thousands)

The change in the allowance for impairment losses is charged to the income statement and the total of
the allowance for impairment losses is deducted in arriving at assets as shown in the balance shedt.
Factors that the Group considers in determining whether it has objective evidence that an impairment
loss has been incurred include information about the debtors’ or issuers’ liquidity, solvency and
business and financial risk exposures, levels of and trends in delinquencies for similar financial assets,
national and local economic trends and conditions, and the fair value of collateral and guarantees.

These and other factors may, either individually or taken together, provide sufficient objective
evidence that an impairment loss has been incurred in a financial asset or group of financial assets.

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

I nvestments held to maturity

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

I nvestments available for sale

Investments available for sale represent equity investments that are intended to be held for an indefinite
period of time. Such securities areinitially recorded at fair value. Subsequently the securities are
measured at fair value, with such re-measurement recognized directly in equity, plus accrued coupon
income. The Group uses quoted market prices to determine the fair value for the Group’s investments
available for sale. If such quotes do not exist, management’s estimation is used. Interest earned on
investments available for saleis reflected in the income statement as interest income on investment
securities. Dividends received areincluded in dividend income in the income statement.

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



TBC BANK GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005 (Continued)
(in Georgian Lari and in thousands)

Fixed and intangible assets

Fixed and intangible assets are carried at historical cost less accumulated depreciation and any
recognized impairment loss. Depreciation on assets under construction and those not placed in service
commences from the date the assets are ready for their intended use.

Depreciation of fixed assets and amortization of intangible assets is charged on their historical cost
and is designed to write off assets over their useful lives. It is calculated on a straight line basis at the
following annual rates:

Buildings 30-50 years
Fixture and equipment 2-8 years
Intangibl e assets 2-5 years

The carrying amounts of fixed and intangible assets are reviewed at each balance sheet date to assess
whether they are recorded in excess of their recoverable amounts, and where the carrying values
exceed the estimated recoverable amounts, the assets are written down to their recoverable amount. An
impairment is recognized in the respective period and is included in operating expenses. After

the recognition of an impairment loss the depreciation charge for fixed assetsis adjusted in future
periods to allocate the assets' revised carrying value, lessits residual value (if any), on a systematic
basis over its remaining useful life.

Buildings held for use in supply of services, or for administrative purposes, are stated in the balance
sheet at their revalued amounts, being the fair value at the date of revaluation, determined from
market-based evidence by appraisal undertaken by professional valuers, less any subsequent
accumulated depreciation and subsequent accumulated impairment 1osses.

Any revaluation increase arising on the revaluation of fixed assetsis credited to the fixed assets
revaluation reserve, except to the extent that it reverses a revaluation decrease for the same asset
previously recognised as an expense, in which case the increaseis credited to the income statement to
the extent of the decrease previously charged. A decrease in the carrying amount arising on the
revaluation of such land and buildings is charged as an expense to the extent that it exceeds the
balance, if any, hed in the properties revaluation reserve relating to a previous revaluation of that
asset.

Depreciation on revalued buildings is charged to income. On the subsequent sale or retirement of
arevalued property, the attributable revaluation surplus remaining in the properties revaluation
reserveistransferred directly to retained earnings.

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

The current tax expenseis based on taxable profit for the year. Taxable profit differs from net profit
as reported in the income statement because it excludes items of income or expense that are taxable or
deductiblein other years and it further excludes items that are never taxable or deductible. The
Group’s current tax expense is calculated using tax rates that have been enacted or substantively
enacted by the balance sheet date.
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TBC BANK GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005 (Continued)
(in Georgian Lari and in thousands)

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying
amounts of assets and liabilities in the consolidated financial statements and the corresponding tax
bases used in the computation of taxable profit, and is accounted for using the balance sheet liability
method. Deferred tax liabilities are generally recognized for all taxable temporary differences and
deferred tax assets are recognized to the extent that it is probable that taxable profits will be available
against which deductible temporary differences can be utilized. Such assets and liabilities are not
recognized if the temporary difference arises from goodwill or from the initial recognition (other than
in a business combination) of other assets and liabilities in a transaction that affects neither the tax
profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part
of the asset to be recovered.

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

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

Deposits from banks and customer s

Customer and bank deposits are initially recognized at fair value, which amounts to the issue proceeds
less transaction costs incurred. Subsequently amounts due are stated at amortized cost and any
difference between net proceeds and the redemption value is recognized in the income statement over
the period of the borrowings using the effective interest method.

Provisions

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

Shar e capital and shar e premium

Share capital is recognized at cost. Share capital contributions made in the form of assets other than
cash are stated at their fair value at the date of contribution. Share premium represents the excess of
contributions over the nominal value of the shares issued.

External costs directly attributable to the issue of new shares, other than on a business combination,
are deducted from equity net of any related income taxes.

Dividends on ordinary shares are recognized in equity as a reduction in the period in which they are
declared. Dividends that are declared after the balance sheet date are treated as a subsequent event
under International Accounting Standard 10 “ Events after the Balance Sheet Date’ (“1AS 10”) and
disclosed accordingly.



TBC BANK GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005 (Continued)
(in Georgian Lari and in thousands)

Retirement and other benefit abligations

In accordance with the requirements of the Georgian legislation, the Group withholds amounts of
pension contributions from employee salaries and pays them to the state pension fund. This State
pension system provides for the calculation of current payments by the employer calculated as a
percentage of current gross salary payments to staff. This expenseis charged in the period the related
salaries are earned. Upon retirement all retirement benefit payments are made by the state pension
fund. The Group does not have any pension arrangements separate from the state pension system of
Georgia.

Contingencies

Contingent liabilities are not recognized in the consolidated financial statements unlessit is probable
that an outflow of resources will be required to settle the obligation and a rdliable estimate can be
made.

Contingent assets are not recognized in the consolidated financial statements but disclosed when an
inflow of economic benefits is probable.

Recognition of income and expense

Interest income and expense are recognized on an accrual basis using the effective interest rate
method. Interest income also includes income earned on investments. Other income is credited to the
income statement when the related transactions are completed. Loan origination fees, if significant, are
deferred (together with related direct costs) and recognized as an adjustment to the loan’ s effective
yied.

Fee and commission income

Fee and commission income includes loan origination fees, loan commitment fees, loan servicing fees
and other fees. Loan origination fees are deferred, together with the related direct costs, and recognized
as an adjustment to the effective interest rate of the loan. Whereit is probable that a loan commitment
will lead to a specific lending arrangement, the loan commitment fees are deferred, together with the
related direct costs, and recognized as an adjustment to the effective interest rate of the resulting loan.

Whereit is unlikdy that aloan commitment will lead to a specific lending arrangement, the loan
commitment fees are recognized in the income statement over the remaining period of the loan
commitment. Where a loan commitment expires without resulting in a loan, the loan commitment feeis
recognized in the income statement on expiry. Loan servicing fees are recognized as revenue as the
services are provided. All other commissions are recognized when services are provided.

Foreign currency translation
Monetary assets and liabilities denominated in foreign currencies are translated into Georgian Lari at
the appropriate spot rates of exchange ruling at the balance sheet date. Foreign currency transactions

are accounted for at the exchange rates prevailing at the date of the transaction. Profits and losses
arising from these trandations are included in net gain/(loss) on foreign exchange operations.
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TBC BANK GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005 (Continued)
(in Georgian Lari and in thousands)

Rates of exchange

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

31 December 2005 31 December 2004

GEL/USD 1,793 1,825
GEL/EUR 2,125 2,485

Offset of financial assets and liabilities

Financial assets and liabilities are offset and reported net on the balance sheet when the Group has a
legally enforceable right to set off the recognized amounts and the Group intends either to settleon a
net basis or to realize the asset and settle the liability simultaneously. In accounting for a transfer of a
financial asset that does not qualify for derecognition, the Group does not offset the transferred asset
and the associated liability.

Restatements dueto the changesin IFRS

Certain restatements have been made to the consolidated financial statements as at 31 December 2004
and for the year then ended to comply with the changes to IAS 39 “Financial Instruments: Recognition
and Measurement”. A gain or loss on an available for sale financial asset should be recognised
directly in equity, through the statement of changes in equity, except for impairment losses and foreign
exchange gains and losses.

The amount of adjustment of the fair value of investments available for salein the consolidated
financial statements of the Group for the year ended 31 December 2004 amounted to GEL 3,498
thousand.

The cumulative effect of the adjustment of fair value of investments available for sale recognised in
the revenue reserve in the consolidated financial statements of the Group as at 31 December 2004
amounted to a positive valuation of GEL 3,498 thousand.

Balance sheet/ Income statement item Amount as per Amount as per
the previous current report
report

Revaluation reserve for investments available for sale
as at 31 December 2004 - 3,498



TBC BANK GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005 (Continued)

(in Georgian Lari and in thousands)

4. NET INTEREST INCOME

Net interest income comprises:

Interest income

Interest on loans and advances to customers
Interest on debt securities

Interest on loans and advances to banks
Other interest income

Total interest income

Interest expense
Interest on customer accounts

Interest on deposits and loans from banks and other credit

Total interest expense

Net interest income before provision for impairment losses on

interest bearing assets

5. ALLOWANCE FOR IMPAIRMENT LOSSES

The movements in allowance for impairment losses were as follows:

31 December 2003
Provision

Write off assets
Recoveries of assets previoudy written off

31 December 2004
Recovery
Write off assets

Recoveries of assets previoudy written off

31 December 2005

2005 2004
48,661 32,284
938 2,048
3,382 2,325
1,408 425
54,389 37,082
(12,344) (9,681)
(5,283) (1,410)
(17,627) (11,091)
36,762 25,991
L oans and Net L oans and Total
advances invessment advancesto
to banks in finance customers
|leases
345 - 9,672 10,017
- 95 4,609 4,704
(28) - (255) (283)
- - 1,076 1,076
317 95 15,102 15,514
(317) (95) (6,635) (7,047)
- - (280) (280)
- - 553 553
- - 8,740 8,740
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TBC BANK GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005 (Continued)
(in Georgian Lari and in thousands)

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

Other assets Associates and Total
non-

consolidated

subsidiaries
31 December 2003 179 137 316
Provision 243 1 244
Write-off of assets (173) - (173)
31 December 2004 249 138 387
Recovery (158) - (158)
Write-off of assets (264) - (264)
Recoveries of assets previoudly written off 218 - 218
31 December 2005 45 138 183

The movements in impairment losses for off balance sheet transactions were as follows:

Guarantees
and other
commitments

31 December 2003 556
Provision 319
31 December 2004 875
Provision 216
31 December 2005 1,091

In accordance with the Group’s internal guidelines, loans are written off if overdue more than 150
days.

6. NET GAIN ON FOREIGN EXCHANGE OPERATIONS

Net gain on foreign exchange operations comprise:

2005 2004
Dealing differences, net 6,210 5477
Trandation differences, net (470) (4,695)

Total net gain on foreign exchange operations 5,740 782
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7. FEE AND COMMISSION INCOME AND EXPENSE

Fee and commission income and expense comprise:

2005 2004
Fee and commission income:
Cash operations 3,357 3,175
Settlements 3,277 2,500
Foreign exchange operations 1,485 2,585
Documentary operations 1,365 1,108
Other 4,727 3,130
Total fee and commission income 14,211 12,498
Fee and commission expense:
Correspondent bank services (464) (451)
Documentary operations (278) (79)
Settlements (238) (161)
Bank cards services (155) (110)
Foreign exchange operations (60) (118)
Other (1,029) (784)
Total fee and commission expense (2,224) (1,703)
8. OPERATING EXPENSES
Operating expenses comprise:
2005 2004
Salaries and bonuses 15,201 9,862
Depreciation and amortization 2,173 1,508
Communications and supplies 1,588 911
Occupancy and rent 1,505 1,563
Business devel opment 995 1,175
Professional services 615 1,056
Trangportation and vehicle maintenance 342 344
Operating taxes 296 325
Provision for penalties for the incompliance with the Anti Money
Laundering Law reporting regquirements 902 -
Other 1,805 816
Total operating expenses 25,422 17,560

The Group does not have pension arrangements separate from the State pension system of Georgia.
However, Georgian Pension and Insurance Holding (“ GPIH") —alocal commercial pension fund
serves employees of the Group at standard terms. The Group serves as an agent. At the employees
standard contractual request, the Group at predefined portion of each employee’ s salary, based on the
pension agreement between the employee and GPIH, transfers the amounts to GPIH.
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9.

INCOME TAXES

The Group provides for taxes based on the statutory tax accounts maintained and prepared in
accordance with the Georgian statutory tax regulations that differ from International Financial
Reporting Standards. The Group is subject to certain permanent tax differences due to non-tax

deductibility of certain expenses.

Deferred taxes reflect the net tax effects of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for tax purposes.
Temporary differences as at 31 December 2005 and 2004 relate mostly to different methods of income

and expense recognition as well as to recorded values of certain assets.

Temporary differences as at 31 December 2005 and 2004 comprise:

2005 2004
Deferred assets:
Contractual interest not accrued 2,775 1,600
Allowance for loan impairment 460 190
Provisions - 875
Intangibl e assets 285 470
Other liabilities 1,185 -
Deferred assets 4,705 3,135
2005 2004
Deferred liabilities:
Allowance for impairment - 1,005
Property and equipment 6,465 545
Revaluation of fixed assets 12,505 1,600
Net investment in finance leases 95 35
Deferred liabilities 19,065 3,185
Net deferred liability (14,360) (50)
Net deferred tax liability at the statutory rate of 20 % (2,872 (10
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Relationships between tax expenses and accounting profit for the year ended 31 December 2005 and
2004 are explained as follows:

2005 2004
Income before income taxes 38,513 19,558
Statutory tax rate 20% 20%
Theoretical tax at the statutory tax rate 7,702 3,912
Tax effect of permanent differences (412) 229
Change in valuation allowance 24 (330)

Income tax expense 7,314 3,811
Current income tax expense 6,633 3,486
Deferred income tax expense 2,862 645
Effect of fixed assets revaluation recorded in equity (2,181) (320)
Income tax expense 7,314 3,811

2005 2004
Deferred income tax (liabilities)/assets
1 January (10) 635
Increase in deferred income tax (2,862) (645)
31 December (2,872 (10
Income tax assets and liabilities consist of the following:

2005 2004
Current income tax liability 4,831 135
Deferred income tax liability 2,872 10

Total incometax liabilities 7,703 145
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10. CASH AND BALANCESWITH THE NATIONAL BANK OF GEORGIA

11.

Cash and balances with the National Bank of Georgia comprise:

Cash on hand
Balances with the National Bank of Georgia

Total cash and balances with the National Bank of Georgia

Loans and advances to banksin OECD countries

Less minimum reserve deposit with the National Bank of Georgia

Total cash and cash equivalents

LOANS AND ADVANCES TO BANKS, NET

L oans and advances to Banks comprise:

Loansto Banks
Advances to Banks
Other amounts

Less alowance for impairment

Total loans and advances to banks, net

2005 2004

31,221 32,361
63,152 43,605
94,373 75,966
35,485 32,274
129,858 108,240
(40,828) (29,772)
89,030 78,468

2005 2004

923 24,782
67,658 36,990
1,885 5,444
70,466 67,216
- (317)
70,466 66,899

Movements in allowance for impairment losses for the year ended 31 December 2005 and 2004 are

disclosed in Note 5.

As at 31 December 2005 the Group had restricted deposits totaling GEL 1,885 thousand related to
guarantees and letters of credit (31 December 2004 — GEL 5,444 thousand).
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12.

13.

DERIVATIVE FINANCIAL INSTRUMENTS AND SPOT CONTRACTS
Derivative financial instruments and spot contracts comprise:

31 December 2005
Net fair value

Asset Liability
Foreign currency contracts
Forwards 1,593 1,592
Hedge Instruments
Interest rate cap 1,392 -
2,985 1,592

In order to manage therisk of floating market interest rates on funds attracted from International
Financial Institutions, the Bank has concluded two Interest Rate Cap agreements with Commerzbank
for anotional amount of US $ 4,000 thousand and US $ 19,000 thousand. The upper interest rates on
floating USD-LIBOR-BBA concluded by both parties were 3.5% and 4.25%, respectively. The fixed
amount of premium was US $ 251 thousand and US $ 383 thousand, respectively. The hedge
instrument has been revalued in accordance with the quoted market prices of similar hedge instruments
as at the year end.

LOANSTO CUSTOMERS, NET

L oans to customers comprise:

2005 2004
Originated loans 375,036 225,548
Accrued interest income on loans and advances to customers 3,108 1,950
378,144 227,498
Less allowance for impairment |osses (8,740) (15,102)
Total loans to customers, net 369,404 212,396

Movements in allowances for impairment losses for the years ended 31 December 2005 and 2004 are
disclosed in Note 5.

As at 31 December 2005, the Bank had a concentration of loans represented by GEL 58,038 thousand
due from ten borrowers (15% of total gross loan portfolio), (2004 — GEL 47,266 thousand due from
ten borrowers (21% of total gross loan portfolio)).
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2005 2004
Analysis by industry
Trade and service 181,245 107,008
Real estate and construction 58,114 10,997
Manufacturing 57,107 33,726
Cunisumer 28,954 29,681
Fawn luans 17,874 18,988
Curnmunication 17,660 7,172
Energy 12,326 12,601
Heavy industry - 4,274
Other 1,756 1,101
Accrued interest incume on loans and advarnices to custormers 3,108 1,950
378,144 227,498
Lese alowanice for impairment lusses (8,740) (15,102)
Tuta luans to customers, net 369,404 212,396
14. NET INVESTMENT IN FINANCE LEASES
Net investmert in lease comprised:
2005 2004
Grust investment in finance leases 11,543 4,519
Lest unearned finance lease incume (3,176) (1,326)
Net investmernt in finance leases 8,367 3,193
Lese alowance for impairmerit - (95)
Net investment in finance leases 8,367 3,098

Certain leases receivable as at 31 Decermber 2005 were pledged as callateral fur a loan ubtained from
the International Finance Curpuration. The amourit of net investiment in finance leases pledged under
cullateral comprised GEL 2,140 thousand. (31 Decermber 2004 — niil).

The minimum lease paymernits due frum customers under finarnce leases as st 31 Decernber 2005 and
31 Decermnber 2004 are ss fullowe:

2005 2004

Within 1 year 649 326
From 1 tu £ years 10,894 4,128
Mure than £ years - 6t

Minimum finance lease payments receivable 11,543 4,519
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15. INVESTMENTSAVAILABLE FOR SALE

Investment available for sale comprised:

Equity securities

Total investments available for sale

2005 2004
203 7,680
203 7,680

As at 31 December 2004 investments available for salein equity securities included the Group’s

investment in JSC Bank of Georgia carried at GEL 7,556 thousand. Those equity securities were sold

in May, 2005 and the gain from the amounted to GEL 1,161 thousand.

16. INVESTMENTSHELD TO MATURITY

Investment held to maturity comprised:

Promissory notes of Thilaviamsheni Ltd
Treasury hills of the Ministry of Finance

Total investments held to maturity

Treasury hills of the Ministry of Finance

Total investments held to maturity

2005
Nominal Value Carrying value

5,288 5,050
2,072 2,038
7,360 7,088
2004
Nominal Value Carrying value
2,907 2,677
2,907 2,677
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17. INVESTMENTSIN ASSOCIATES AND NON CONSOLIDATED SUBSIDIARIES

Investment in associated and non consolidated subsidiaries comprised the following as at 31

86

18.

December:
2005 2004
Held Amount Held Amount
% %

TBC Broker LLC 100% 20 100% 20
JSC United Financial Corporation 43% 498 43% 389
JSC GPIH 20% 326 20% 325
UFC International Limited 40% 137 40% 137
981 871
Less alowance for impairment losses 138 138
Total investments in associates 843 733

Investments in non consolidated subsidiaries comprise the investment in TBC Broker LLC of GEL 20
thousand. The group has not consolidated this investment as the financial effect isimmaterial to the
Group as awhole. Theinvestment in TBC Broker LLC is stated at cost.

FIXED ASSETS, NET

At cost
31 December 2004
Additions
Revaluation increase
Disposals

31 December 2005

Accumulated depreciation
31 December 2004
Charge for the year
Eliminated on disposals
31 December 2005

Net book value
31 December 2005

31 December 2004

Land and

Fixture and

Construction in

L . Total
buildings equipment progress

5,581 6,869 12,337 24,787
12,916 5,239 3,954 22,109
10,907 - - 10,907
(130) (1,266) (14,473) (15,869)
29,274 10,842 1,818 41,934
1,159 3,433 - 4,592
352 1,715 - 2,067
(130) (1,266) - (1,396)
1,381 3,882 - 5,263
27,893 6,960 1,818 36,671
4,422 3,436 12,337 20,195

The Group's buildings were revalued based on an independent expert’s appraisal in December 2005.
Thefair values of revalued items were determined directly by reference to observable pricesin an
active market and recent market transactions on arm’s length terms.
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19.

20.

Had the buildings been carried under the cost method the book value would be GEL 18,367 thousand.
Thetotal revaluation surplus net of tax recognized in equity amounted to GEL 8,726 thousand. The
gross carrying value of fully depreciated fixture and equipment still in use comprises GEL 606

thousand.

INTANGIBLE ASSETS, NET

At cost

31 December 2004
Additions

31 December 2005
Accumulated amortization
31 December 2004

Charge for the year

31 December 2005

Net book value
31 December 2005

31 December 2004

OTHER ASSETS, NET

Other assets comprise:

Prepayments

Prepaid operating taxes

Assets purchased for |easing purposes
Trade debtors

Repossessed assets

Other

Less allowance for impairment |osses on other assets

Total other assets, net

Computer
software
1,124
85
1,209
757
106
863
346
367
2005 2004
3,901 1,238
700 351
405 54
60 149
45 149
699 269
5,810 2,210
(45) (249)
5,765 1,961
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21. LOANSAND ADVANCES FROM BANKSAND CREDIT INSTITUTIONS

L oans and advances from banks and credit institutions comprise:

2005 2004
Borrowings from international credit ingtitutions 66,203 30,254
Time deposits 27,882 5,929
Correspondent accounts of other banks 2,874 2,804
Accrued interest expense 1,569 518
Total loans and advances from banks and credit institutions 98,528 39,505
22. CUSTOMER ACCOUNTS
Customer accounts comprise:
2005 2004
Repayable on demand 140,226 105,702
Time deposits 236,216 176,544
Accrued interest expense on customer accounts 3,828 2,627
Total customer accounts 380,270 284,873

As at 31 December 2005 customer accounts of GEL 14,440 thousand were held as security against
letters of credit, guarantees and loans issued. (31 December 2004 — GEL 20,386 thousand).

Analysis of customer accounts by sector:

2005 2004
Individuals 225,499 170,226
Trade and service 74,227 57,087
Transport and communication 19,830 4,745
Construction 3,092 2,554
Energy 2,734 1,910
Mining and natural resource processing 896 1,308
Agriculture 731 130
Government 261 -
Other 49,172 44,286
Accrued interest expense on customer accounts 3,828 2,627

Total customer accounts 380,270 284,873




TBC BANK GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2005 (Continued)
(in Georgian Lari and in thousands)

23. OTHERLIABILITIES

Other liabilities comprise:

2005 2004
Accrued expenses 4,745 4,406
Operating taxes payable 684 169
Provision for penalties for the incompliance with the Anti Money 902 -
Laundering Law reporting regquirements

Sundry creditors 588 252
Suspense amounts 293 316
Other creditors 327 68

Total other liabilities 7,539 5,211

The provision for penalties in the amount of GEL 902 thousand represents the provision for possible
penalties due to the non-compliance with the reporting requirements of the Anti Money Laundering
Law introduced by the National Bank of Georgia on 30 December 2004 (see note 25). The Bank did
not have effective procedures in place for the timey reporting of transactions falling under the
reporting requirement criteria of the Anti Money Laundering Law.

24. SHARE CAPITAL

As at 31 December 2005 the Group’s share capital comprised the following:

Authorized Unissued share Total
shar e capital capital share capital
Ordinary shares 5,027 283 4,744
Preferred shares 641 - 641
Tota 5,668 283 5,385

As at 31 December 2004 the Group’ s share capital comprised the following:

Authorized Unissued share Total
shar e capital capital share capital
Ordinary shares 5,385 - 5,385

As at 31 December 2005 the Group’s authorized shareholders’ capital comprised 50,272 ordinary
shares with a par value of GEL 100 per share. (6,409 preferred shares with a par value of GEL 100
and 53,385 ordinary shares with a par value of GEL 100 in 2004). During 2005 the authorized share
capital of the Group was increased by GEL 283 thousand, which was not issued as at 31 December
2005.
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25. FINANCIAL COMMITMENTSAND CONTINGENCIES

In the normal course of business the Group is a party to financial instruments with off-balance sheet
risk in order to meet the needs of its customers. These instruments, involving varying degrees of credit
risk, are not reflected in the balance sheet. The risk-weighted amount is obtained by applying credit
conversion factors and counterparty risk weightings according to the principles employed by the Basdl
Committee on Banking Supervision.

As at 31 December the Group’s financial commitments and contingencies comprised the following:

2005 2004
Credit related commitments
Guarantees and letters of credit 32,023 23,533
Undrawn loan commitment 20,966 1,636
52,989 25,169
Less alowance for impairment (1,091) (875)
Credit related commitments, net 51,898 24,294

Capital commitments - The Group had no material commitments for capital expenditures outstanding
as at 31 December 2005 and 2004.

Legal proceedings - As at 31 December 2005 and 2004 the Group was not engaged in any litigation
proceedings. From time to time and in the normal course of business, claims against the Group are
received from customers and counterparties. Management is of the opinion that no material unaccrued
losses will beincurred and accordingly no provision has been made in these consolidated financial
Statements.

Taxes- Georgian tax authorities are increasingly directing their attention to the business community
as aresult of the overall economic Georgian environment. In respect of this, the local and national tax
environment in Georgia is constantly changing and subject to inconsistent application, interpretation
and enforcement. Non-compliance with Georgian laws and regulations can lead to the imposition of
severe penalties and interest. Future tax examinations could include taxes, penalties and interest, and
these amounts could be material.

While the Group believes it has complied with local tax legislation, there have been many new tax and
foreign currency laws and related regulations introduced in recent years, which are not always clearly
written.

Management bdieves that the Group is in compliance with the tax laws affecting its operations,
however, the risk remains that a rdevant authority could take a different position with regard to
interpretive issues and the effect could be significant.

At the end of the year 2005, the Group was not in line with the current liquidity ratio requirements of
the National Bank of Georgia. Management believes that in accordance with the regulations of the
NBG such incompliance will not lead to the imposition of penalties and fines and/or to the revocation
of the banking license.
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26.

As more fully described in note 23, for the year ended 31 December 2005 the Group did not comply
with the reporting requirements of the Anti Money Laundering Law introduced by the NBG on 30
December 2004. Management believes that the provision created is adequate to provide for any
penalties that may be levied by the NBG for non compliance. Management also believes that the
Group isin the full compliance with the Anti Money Laundering Law subsequent to the year end.

Pensions and retirement plans - Employees receive pension benefits from Georgia in accordance with
the laws and regulations of the country. As at 31 December 2005 and 2004 the Group was hot liable
for any supplementary pensions, post-retirement health care, insurance benefits, or retirement
indemnitiesto its current or former employees.

Operating environment — The Group’s principal business activities are within Georgia. Laws and
regulations affecting the business environment in Georgia are subject to rapid changes and the Group’s
assets and operations could be at risk due to negative changes in the palitical and business
environment.

TRANSACTIONSWITH RELATED PARTIES

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

(@ Enterprises that directly, or indirectly through one or more intermediaries, control, or are
controlled by, or are under common control with, the Group (this includes holding companies,
subsidiaries and felow subsidiaries);

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

(o) Individuals owning, directly or indirectly, an interest in the voting power of the Group that gives
them significant influence over the Group;

(d) Key management personnel, that is, those persons having authority and responsibility for
planning, directing and controlling the activities of the Group, including directors and officers of
the Group (also non-executive directors and close members of the families of such individuals);

(e Enterprisesin which a substantial interest in the voting power is owned, directly or indirectly, by
any person described in () or (d) or over which such a person is able to exercise significant
influence. This includes enterprises owned by directors or major shareholders of the Group and
enterprises that have a member of key management in common with the Group;

(f) Partieswith joint control over the Group;
(g) Joint ventures in which the Group is a venture; and

(h) Post-employment benefit plans for the benefit of employees of the Group, or of any entity that is
areated party to the Group.
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In considering each possible related party relationship, attention is directed to the substance of the
relationship, and not merely the legal form. The Group had the following transactions outstanding with

related parties:
2005 2004
Related Total category Related Total category
party as per party as per
transactions financial transactions financial
statements statements

caption caption
Loans to customers, net 13,957 369,404 8,320 212,396
Customer accounts 7,407 380,270 4,200 284,873

Commitments and

guarantees issued, net 2,397 51,898 284 24,294
Paymentsto related parties - - 1,587 7,779

During the year ended 31 December 2005 the Group originated loans and advances to related party
customers amounting to GEL 23,764 thousand (2004: GEL 10,830 thousand), and received loans and
advances repaid of GEL 18,127 thousand (2004: GEL 6,481 thousand).

During the year ended 31 December 2005 the Group received deposits from related party customers of
GEL 300,742 thousand (2004: GEL 158,654 thousand) and repaid deposits totaling GEL 297,535
thousand (2004: GEL 160,433 thousand).

Transactions with related parties entered into by the Group during the year ended 31 December 2005
and outstanding as at 31 December 2005 and 2004 were made in the normal course of business and
mostly under arms length conditions.

As at 31 December 2004 other related payments to related parties comprise payments to M shenebeli
LLC, ardated party, the contractor for the reconstruction works on the new head office building of
the Bank. These payments were capitalized to buildings construction in the year 2004.

Included in the income statement for the years ended 31 December 2005 and 2004 are the following
amounts which arose due to transactions with related parties:

2005 2004
Related Total category Related Total category
party as per party as per
transactions financial transactions financial
statements statements
caption caption
Interest income 124 54,389 64 37,082

Interest expense (104) (17,627) (56) (11,091)

Professional services
expense - (615) (169) (1,056)
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2005 2004
Related Total category Related Total category
party as per party as per
transactions financial transactions financial
statements statements
caption caption
Key management
per sonnel compensation:
Short-term employee
benefits 3,959 15,201 2,065 9,862

27. FAIR VALUE OF FINANCIAL INSTRUMENTS

Estimated fair value disclosures of financial instruments is made in accordance with the requirements
of IAS 32 “Financial Instruments. Disclosure and Presentation” and IAS 39 “Financial Instruments:
Recognition and Measurement”. Fair valueis defined as the amount at which the instrument could be
exchanged in a current transaction between knowledgeable willing parties in an arm’s length
transaction, other than in forced or liquidation sale. As no readily available published price quotations
in an active market exist for a large part of the Group’s financial instruments, judgment is necessary in
arriving at fair value using a valuation technique, based on current economic conditions and specific
risks attributable to the instrument. The estimates presented herein are not necessarily indicative of the
amounts the Group could realize in a market exchange from the sale of its full holdings of a particular
instrument.

Thefair value of financial assets and liabilities compared with the corresponding carrying amount in
the balance sheet of the Group is presented below:

31 December 2005 31 December 2004
Carrying Fair value Carrying Fair value
value value

Cash and balances with the

National Bank of Georgia 94,373 94,373 75,966 75,966
Loans and advances to banks, net 70,466 70,466 66,899 66,899
Derivative financial instruments

and spot contracts 2,985 2,985 - -
Loans and advances to customers,

net 369,404 369,404 212,396 212,396
Other assts, net 5,765 5,765 1,961 1,961
Loans and advances from banks
and credit institutions 98,528 98,528 39,505 39,505
Customer accounts 380,270 380,270 284,873 284,873

Other liabilities 7,539 7,539 5,211 5,211
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28. REGULATORY MATTERS

Quantitative measures established by regulation to ensure capital adequacy require the Group to
maintain minimum amounts and ratios (as set forth in the table below) of total 8% and tier 1 capital
4% to risk weighted assets.

Theratio was calculated according to the principles employed by the Basd Committee by applying the
following risk estimates to the assets and off-balance sheet commitments net of allowances for
impairment losses:

Estimate Description of position
0% Cash and balances with the National Bank of Georgia
0% State debt securities
20% Loans and advances to Banks for up to 1 year
100% Loans and advances to customers
100% Other assets
100% Guarantees
Obligations and commitments on unused |oans with the initial maturity of over
50% 1 year

As at 31 December 2005 the Group included in the computation of Total capital for Capital adequacy
purposes the subordinated debt received, limited to 50% of Tier 1 capital. In the event of bankruptcy
or liquidation of the Group, repayment of this debt is subordinated to the repayments of the Group’s
liabilitiesto all other creditors.

The Group's actual capital amounts and ratios are presented in the following table:

Capital amountsand ratios Actual For Capital Ratio For Minimum
Amount Adequacy Capital Required
pur poses Adequacy Ratio
pur poses

Asat 31 December 2005
Total capital 106,958 98,218 21% 12%
Tier 1 capital 99,788 86,287 18% 8%

Asat 31 December 2004
Total capital 68,663 53,149 17% 12%
Tier 1 capital 61,363 56,588 18% 8%
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29.

RISK MANAGEMENT POLICIES

Management of risk is fundamental to the Banking business and is an essential lement of the Group’s
operations. The main risks inherent to the Group’ s operations are those related to credit exposures,
liquidity and market movements in interest rates and foreign exchange rates. A description of the
Group’'s risk management policiesin reation to those risks follows.

The Group manages the following risks:
Liquidity risk

Liquidity risk refers to the availability of sufficient funds to meet deposit withdrawals and other
financial commitments associated with financial instruments as they actually fall due. In order to
manage liquidity risk, the Group performs daily monitoring of expected future cash flows on clients
and banking operations, which is a part of the assetg/liabilities management process. The Assets and
Liabilities Management Committee sets limits on the minimum proportion of maturing funds available
to meet deposit withdrawals and on the minimum leve of inter-bank and other borrowing facilities that
should be in place to cover withdrawals at unexpected levels of demand.

Cash flow interest raterisk

Cash flow interest raterisk is therisk that the future cash flow of a financial instrument will fluctuate
because of changes in market interest rates.

The ALMC also manages interest rate and market risks by matching the Group’ s interest rate position,
which provides the Group with a positive interest margin.

The mgjority of the Group’s loan contracts and other financial assets and liabilities that bear interest
are éther variable or contain clauses enabling the interest rate to be changed at the option of

the lender. The Group monitors its interest rate margin and consequently does not consider itself
exposed to significant interest rate risk or consequential cash flow risk.

Thefollowing table presents an analysis of interest rate risk and thus the potential of the Group for
gain or loss. Effective interest rates are presented by categories of financial assets and liabilities to
determine interest rate exposure and effectiveness of the interest rate policy used by the Group.

2005 2004
GEL uSsD Other GEL uSsD Other
currencies currencies
ASSETS
Loans and advances to banks,
net 1,24% 2,5% 2,5% 3,5% 1,8% 1,8%
Loans to customers, net 16,1% 16,7% 17% 17,4% 18,6% 19%
LIABILITIES
Loans and advances from
banks and credit institutions 8% 5,5% 7% 2,7% 7,3% 6%

Customer accounts 8,5% 6,4% % 9,7% 6% 6%
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Theanalysis of interest rate and liquidity risk on balance sheet transactions is presented in the

following table:

ASSETS

Loans and advances to banks, net
Loans to customers, net

Net investment in finance |eases
Investments held to maturity
Investments available for sale

Total interest bearing assets

Cash and balances with the NBG

Derivative financial instruments
and spot contracts

Investments in associates

Fixed assets, net

Intangible assets, net

Other assets, net

TOTAL ASSETS
LIABILITIES

Loans and advances from banks and

credit institutions
Customer accounts

Total interest bearing liabilities
Derivative financial instruments
and spot contracts
Customer accounts
Provisions
Income tax liabilities
Other liabilities

TOTAL LIABILITIES

Liquidity gap
Interest sensitivity gap

Cumulative interest sensitivity gap

Cumulative interest sensitivity gap
as a percentage of total assets

96

0%

4%

4%

18%

19%

Upto 1monthto3 3monthsto 1year to Over Overdue Maturity 31 December
1 month months 1 year 5years 5years undefined 2005
Total

61,340 6,772 1,637 717 - - - 70,46¢

67,454 51,243 92,364 140,177 17,780 386 - 369,404

119 43 414 7,791 - - - 8,367

113 5,049 1,926 - - - - 7,08¢

- - - 203 - - - 20

129,026 63,107 96,341 148,888 17,780 386 - 455,52¢

53,545 - - - - - 40,828 94,37:

1,593 - - - 1,392 - - 2,98t

- - - - 843 - - 84:

- - - - 36,671 - - 36,671

- - - 346 - - - 34¢

5,765 - - - - - R 5,76¢

189,929 63,107 96,341 149,234 56,686 386 40,828 596,511

27,362 5,985 7,333 45,731 12,117 - - 98,52¢

100,586 34,139 89,189 17,807 925 - - 242,64¢

127,948 40,124 96,522 63,538 13,042 - - 341,174

1,592 - - - - - - 1,592

137,624 - - - - - - 137,624

- - - - - - 1,091 1,091

- - 7,703 - - - - 7,70¢

6,481 194 805 59 - - - 7,53¢

273,645 40,318 105,030 63,597 13,042 - 1,091 496,72:
(83,716) 22,789 (8,689) 85,637 43,644
1,078 22,983 (181) 85,350 4,738
1,078 24,061 23,880 109,230 113,968
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Upto 1monthto3 3 monthsto 1year to Over Overdue Maturity 31
1 month months 1 year Syears Syears undefined December
2004

ASSETS
Loans and advances to banks, net 64,147 - 2,752 - - - - 66,89¢
Loans to customers, net 55,675 20,870 58,207 58,751 18,848 45 - 212,39¢
Net investment in finance |eases 58 20 145 2,830 45 - - 3,09¢
Investments held to maturity - 431 2,246 - - - - 2,671
Investments available for sale - - - - 7,680 - - 7,68(

Total interest bearing assets 119,880 21,321 63,350 61,581 26,573 45 - 292,75(
Cash and balances with the NBG 46,194 - - - - - 29,772 75,96€
Investments in associ ates - - - - 733 - - 73
Fixed assets, net - - - - 20,195 - - 20,19
Intangible assets, net - - - 367 - - - 367
Other assets, net 1,961 - - - - - - 1,961
TOTAL ASSETS 168,035 21,321 63,350 61,948 47,501 45 29,772 391,972
LIABILITIES
Loans and advances from banks and

credit institutions 3,735 373 11,492 23,722 183 - - 39,50
Customer accounts 83,750 23,113 61,612 10,443 253 - - 179,171

Total interest bearing liabilities 87,485 23,486 73,104 34,165 436 - - 218,67¢
Customer accounts 105,702 - - - - - - 105,70z
Provisions - - - - - - 875 87*
Income tax liabilities 145 - - - - - - 14¢
Other liabilities 5211 - - - - - - 5,211
TOTAL LIABILITIES 198,543 23,486 73,104 34,165 436 - 875 330,60¢
Liquidity gap (30,508) (2,165) (9,754) 27,783 47,065
Interest sensitivity gap 32,395 (2,165) (9,754) 27,416 26,137
Cumul ative interest sensitivity gap 32,395 30,230 20,476 47,892 74,029

Cumulative interest sensitivity gap
as a percentage of total assets 8%

8%

5%

12%

19%
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The majority of the Group’ sinterest earning assets and interest bearing liabilities are at fixed rates of
interest.

Asseat and liability maturity periods and the ability to replace interest liabilities at an acceptable cost
when they mature are crucial in determining the Group’s liquidity and its susceptibility to fluctuations
in interest rates and exchange rates.

Currency risk

Currency risk is defined as the risk that the value of a financial instrument will fluctuate due to
changes in foreign exchange rates. The Group is exposed to the effects of fluctuations in the prevailing
foreign currency exchange rates on its financial position and cash flows.

The Management Board sets limits on the level of exposure by currencies. These limits also comply
with the minimum requirements of the NBG. The Group’s exposure to foreign currency exchange rate
risk is presented in the table bel ow:

GEL Usb Other Currency 31 December
currencies undefined 2005
Total

ASSETS
Cash and balances with the NBG 77,385 12,532 4,456 - 94,373
Loans and advances to banks, net 2,109 44,637 23,720 - 70,466
Derivative financial instruments

and spot contracts - 1,392 1,593 - 2,985
Loans to customers, net 101,044 265,163 3,197 - 369,404
Net investment in finance leases 160 7,790 417 - 8,367
Investments available for sale 203 - - - 203
Investments held to maturity 2,038 5,050 - - 7,088
Investments in associ ates 843 - - - 843
Fixed assets, net 36,671 - - - 36,671
Intangible assets, net 346 - - - 346
Other assets, net 5,064 690 11 - 5,765
TOTAL ASSETS 225,863 337,254 33,394 - 596,511
LIABILITIES
Loans and advances from banks

and credit institutions 13,281 73,003 12,244 - 98,528
Derivative financial instruments

and spot contracts - 1,592 - - 1,592
Customer accounts 89,785 266,892 23,593 - 380,270
Provisions - - - 1,091 1,091
Income tax liability 7,703 - - - 7,703
Other liabilities 6,933 537 69 - 7,539
TOTAL LIABILITIES 117,702 342,024 35,906 1,091 496,723

OPEN POSITION 108,161 (4,770) (2,512)
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GEL Foreign Currency 31 December
currency undefined 2004
Total

ASSETS
Cash and balances with the NBG 62,328 13,638 - 75,966
Loans and advances to Banks, net 22,205 44,694 - 66,899
Loans to customers, net 20,209 192,187 - 212,396
Net investment in finance |ease - 3,098 - 3,098
Investments available for sale 7,680 - - 7,680
Investments held to maturity 2,677 - - 2,677
Investments in associates 733 - - 733
Fixed assets, net - - 20,195 20,195
Intangible assets, net - - 367 367
Other assets, net 1,226 735 - 1,961
TOTAL ASSETS 117,058 254,352 20,562 391,972
LIABILITIES
Loans and advances from banks and

credit institutions 38 39,467 - 39,505
Customer accounts 57,703 227,170 - 284,873
Provisions - - 875 875
Income tax liability 145 - - 145
Other liahilities 4,134 1,077 - 5211
TOTAL LIABILITIES 62,020 267,714 875 330,609
OPEN POSITION 55,038 (13,362
Price Risk

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

The Group manages price risk through periodic estimations of potential losses that could arise from
adverse changes in market conditions and establishing and maintaining appropriate stop-loss limits and
margin and collateral requirements. With respect to undrawn loan commitments the Group is
potentially exposed to loss in an amount equal to the total amount of such commitments. However, the
likely amount of loss is less than that, since most commitments are contingent upon certain conditions
set out in the loan agreements.
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Fair valueinterest raterisk

Fair value interest raterisk is therisk that the value of a financial instrument will fluctuate due to
changes in market interest rates.

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

Credit risk

The Group is exposed to credit risk which is therisk that one party to a financial instrument will fail
to discharge an obligation and cause the other party to incur afinancial loss. The Group structures the
leves of credit risk it undertakes by placing limits on the amount of risk accepted in relation to one
borrower, or groups of borrowers.

Limits on the levd of credit risk by borrower are reviewed and approved by the Supervisory Board
twice ayear. Actual exposure per borrower against limits is monitored on new loans granted. The
Credit Committee may initiate a change in the limits, however this must be approved by the
Supervisory Board.

Where appropriate, and in the case of most loans, the Group obtains collateral and corporate
guarantees. The credit risks are monitored on a continuous basis and are subject to annual or more
frequent reviews, especially where no such security can be obtained.

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

The Assets and Liabilities Management Committee exercises control over the risk in the legislation
and regulatory arena and assess its influence on the Group’ s activities. This approach allows the
Group to minimize potential losses from investment climate fluctuations in Georgia.

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

Georgia OECD Other Undefined 31 December
countries non-OECD 2005
countries Total

ASSETS
Cash and balances with the NBG 94,373 - - - 94,373
Loans and advances to banks, net 19,361 37,696 13,409 - 70,466
Derivative financial instruments and - 2,985 - - 2,985
Loans to customers, net 369,404 - - - 369,404
Net investment in finance lease 8,367 - - - 8,367
Investments available for sale 203 - - - 203
Investments held to maturity 7,088 - - - 7,088
Investments in associates 843 - - - 843
Fixed assets, net 36,671 - - - 36,671
Intangible assets, net 346 - - - 346
Other assets, net 5,765 - - - 5,765
TOTAL ASSETS 542,421 40,681 13,409 - 596,511
LIABILITIES
Loans and advances from banks and

credit institutions 20,450 67,459 10,619 - 98,528
Derivative financial instruments and

spot contracts - 1,592 - - 1,592
Customer accounts 380,270 - - - 380,270
Provisions - - - 1,091 1,091
Income tax liability 7,703 - - - 7,703
Other liahilities 7,539 - - - 7,539
TOTAL LIABILITIES 415962 69,051 10619 1,091 496,723

NET POSITION 126,459 (28,370) 2,790
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ASSETS

Cash and balances with the NBG
Loans and advances to Banks, net
Loans to customers, net

Net investment in lease
Investments available for sale
Investments held to maturity
Investments in associ ates

Fixed assets, net

Intangible assets, net

Other assets, net

TOTAL ASSETS

LIABILITIES

Loans and advances from banks and
credit institutions

Customer accounts

Provisions

Income tax liability

Other liabilities

TOTAL LIABILITIES

NET POSITION

Georgia OECD Other Undefined 31 December
countries  non-OECD 2004
countries Total

75,966 - - - 75,966

29,906 32,274 4,719 - 66,899

212,396 - - - 212,396

3,098 - - - 3,098

7,680 - - - 7,680

2,677 - - - 2,677

733 - - - 733

- - - 20,195 20,195

- - - 367 367

1,961 - - - 1,961

334,417 32,274 4,719 20,562 391,972

8,771 30,720 14 - 39,505

284,873 - - - 284,873

875 - - - 875

145 - - - 145

5,211 - - - 5211

299,875 30,720 14 - 330,609
34,542 1,554 4,705
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