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1992
17 ©9398096L @sg3dbs basgzom Labmgswmagds “@0dobo 3s630”.

1993
350bd0  @0dabo  3sb3L  Bogbogs  LogMmadmEobm  m3gMaingdol  Bamdmgdals

039600,

1996

0360030 Ro@emms ofggmo bygMmadmEnbm sna@mEmmo dgdmbdgds “Coopers &
Lybrand"-ol 80g6.

5330b@mda TACIS-bs > m0dabo 3363 dmEnlb gogm@dns dofggmo LagMgodm
baedga@amgos-

0939889630 m0dabo 356335 onbym F306g s Ladmsmm 3oBbgLolb ©oggnbsblyg-
3. ad0bbbs g3im3alb Mg3mbbEmndonbs s gobgnmamgdals 8s630L (EBRD) 3otiggemo
Lo 3MgEo@™m babo = 3 Jammombo 533 EmEsO.

1997
0gdgfgomdn asobbbs dbmgmom 3630l Laggmodm babo — 1 8aemombo 533
QMEISMO.

1998

0gdgfgomdn as0bbbs LagBmsdmMabm Laggnbabbm mE3mEsz0ab (IFC) bs3Mgon-
&m babo — 3 Boemombo 533 MM, Bm3gmag 3amsg dodstormmo aym (306 ©d
badmamm dabbgbab ag3nbablgdsdy.

17 356:@b m0dabo 35636 s EBRD-b dmal goggem@dos bgmdg@mmads badot-
oggmmdo “036908039006 bgmdgdbymda 3Mmgd@olb” gebbmmzngmgdal cmomds-
g, 2 domombo 333 EmEafolb mEgbmdom. 3Mmgd@n gbdsmgdmms Ladsfmggmman
3546mdol aobz0maMgdabs s sbamo 3m3gManmo 3mb@dJ@gdol Rsdmysmndgdsl.

16 0360l goobbbs 3gmMdsbool abzgb@nzngdabs ©s gobgomsemgdal  3m33sboals
(DEG) Logmgoo@m babo — 3 domomba agmdsbama 35635, Bm3gmai 330y ©o
badgamm dabbgbab gobzomsetigdsl dmbdstws.

1999

17 5330b@mb EBRD-0b “s369000@03980b bgmdgdbgmdo 36mgd@ob” omsbbs gsabde-
©d 2 8oemombo 533 @mmstnm. 535bmsb, EBRD gofsb@mmsm oammas mndabo 3s63L
3ofiggmoa Jeobob d063980L 6nbsdy.

350L30 m0dabo 56335 dmbabargmds doomm ,LagsMmggmmb dozMmbagabsblbm
dobgab” (QQSSOBQUQO “36(«)&63@0@)6&650”) og399d6535d0.

2000

2 ogdgigamb 3gmM3sboal 0b39L@E0(30980bs ©s gobgamatigdal 3m3d3sboal (DEG)
3096 m0dobo 3s630bmgalb Imbos Fgmeg  LogMgoo@m bsbob — 2 Bogmomba g36imb
308mymezs.

26 350LL LagE@dTmFabm baggnbsbbm gm@3mEszos (IFC) s g963s600b abzgb@o-
(309805 ©> 39b300m5Mgd0l 3335605 (DEG) madobo ds630b o70gd0b 10-10 36m(396-
&ob Ignmmdgmbo asbwbgb.

Lgd&g3dg@dn Thomson Financial BankWatch-8s o0dabo  3sb3L  LagHmsedmmabem
6g0@0bga dosbags. gb agm JoGormma 3m33sbanbsmgal LagHmsdm@abm MgnBabgal
30boggdab 3omggmo dgdmbgggs.



BANK HISTORY

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

In May, TBC Bank was granted a license to carry out international tran-
sactions.

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

In August, the first credit agreement was signed 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 Reconstruction
and Development (EBRD) - USD 3 mIn was allocated.

In February, the World Bank’s credit line of USD 1 mIn was allocated.

In February, the International Finance Corporation (IFC) allocated a
credit line worth USD 3 min, which was again directed at financing of
small and medium-sized business.

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

On April 16, the German Investment and Development Company’s
(DEG) credit line of 3 mIn German Mark was allocated. It was used for
development of small and medium-sized businesses.

On August 17, volume of EBRD's “Letter of Credit Support Project” in-
creased up to USD 2 min. 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” (howadays “ProCreditBank”).

On February 2, the second DEG credit line for Euro 2 mln was allocated
to TBC Bank.

On May 26, International Finance Corporation (IFC) and German In-
vestment and Development Company (DEG) became the holders of sha-
res 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 company to ob-
tain the international rating.

[TBC Bank Annual Report 2006] },
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2001

8 350bL 00dnbo 356385 Bmbsbarmgmds Bnomm bagdsMmggmmb %o 30 s0 dmmEabanl
©53dbgdada. %o 30 s0 dmeEaban dofMggma basdmgggm 3mB3sbnss badsMmggmm-
80, MmBgmdsz 8mBb3aMgdgmb Ladgbbom sbDm3g3s Bgbomagads.

16 5330b@mbL go0bbbs LogM@eTmEabm Laggabsbbm 3mM3mMasnab (IFC) bsjMgon-
&m bsbo — 3 Bomombo @mmama. 83 bszMgodm babolb gemamgddo mndabo 35638s
03mmg Mo 83090 o0l 3Emamsds gosgsHMMgs.

2002

85680036 m0dabo 35630, nbsbbyMa 3oR39698madal dabgogam, Logstmggmmdan
yagmody 8bbgoma dsb3n asbes.

13 0360bb 3o8m8(398rmmds Georgian Times-abs ©s 356 39@0bgmmo 33mg3980b 3md-
35605 “am®dab” 8og® c0dobo 35630 2001 Bemols Lamggogbm JoMorme 3mB83s6nswm
ababgmes.

3 bgd@g8dgelb madabo 35630 Financial Times Group-ob gu@bsen The Banker-ob
4mz9mbeon® badobim Mga@nbada dbmamomb “Bemal bamggogbm 3s6393L” dmals
ababgmes.

0939989630 m030ba 3s63L  g36maegMmnsbgdal gmmdal (EuroMarket Forum-
2002) 36gdos dogbags.

2003

9 LgdB8d9FL Mndabo dsbga Financial Times Group-ob ga@baen The Banker-ab gm-
39mbBmon® bodsobgm Mg0@0bgdn Bbmgmomb “Bemob bomzgogbm ds6398L” dmals
3gmMgo ababgmee.

5 ©9398396b @03abo 3s63bs s LagMmEdmMabm baggnbsbbm ME3MEs30sb (IFC)
3meinb  gogmmBs bgmdgiemmgds Mob3zgdal ©abmggzal memdady 2 Bommombo
936mb @5 3 8omombo Emmamal mEgbmdao.

19 ©9398396L @0dabo dsb3zbs s EBRD-bL 3menl goggmdos bymdgzmamagds 6
8omombo 533 @mmaMab mEgbmdal LagMgoo@m babalb gedmymealb memdadyg. gb
0gm 3otggmo 0b3gbGnzns bogdeMmzgmmb dabbglb Lgd@m®3n 2003 Bemob “3oMogdals

930 300b” dgdwga.

2004

0563600056 gb(30mbomgds anbym 3m33sbos “cndaba mnDabgds”, GmBgmacy
00d0b0 356385 @oggdbs. Logddnsbmdal ©abygdnwsb 1 Bgmdn “m0dabo mabbads”
bogommggmmb bamabdabgm dsbotdg bgFamdmma 3mDagnab @sgaggds dgdmm.

8530 33gMngmmds gaboemds Global Finance mndabo 35630 bagsm@m m3ge-
(30930b 3DaMDy 8mg8g Bbmgmomb bamzgmgbm ds6398L BmEnl ssbabgms.

7 Lgd®gddgb mmbrombda Financial Times Group-ob ymggmbmon®o badsbzm Mgo-
&0baab dgmgagdo goBmboms, Lss 8bmgmoamb ,,Bemal bamzgogbm 3s6398L”
3menb bgndgo 9339 Igbodge ©absbgmms cmndabn 6 30.

2005

05635630 LagAcdmMabm Lagabsbbm 3MM3MM(3058 (IFC) M0daba dsb3lb 4 dagmom-
6o 033 EmEsMab MmEYbmdal LydmEonbamgdamoa bgbbo gsdmaym. gb aym Lods-
039emm3n bagHomadmmabm 0bbGo@m@ob 8ogm 3mgHzammo dabzobogal bmdmmmoa-
Bomgdamo Lgbbob godmymeal 3nggmo 30y 396096@0.

26 019dggomb goablbbs m0dabo 35630l sbamo Lacmoem mgabn. dsbzn gobomagbos
89-20 bomzmbob absbynlbdn 8396gdmm mbagsmma® dgbmdadn, MmBgmag mdaemnbal

36 do@ &G dgamgdlb asbggnmzbgds. 8ob Hg3mbLEM0ody 35638 6 Bogmombo
233 EmmaMo goomm.



BANK HISTORY

On May 8, TBC Bank participated in the foundation of the Georgian
Pension and Insurance Holding (GPI Holding). GPI Holding is the first in-
surance company in Georgia offering its clients pension insurance.

On August 16, IFC allocated USD 3 million as credit line. Within the
scopes of this credit line TBC Bank expanded the mortgage lending
program.

In March, TBC Bank became the largest bank in Georgia with its finan-
cial indicators.

On June 13, the publishing house Georgian Times and the Marketing
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.

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, EURO 2 million and USD 3 million 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 USD 6 million worth credit line. This was the first
investment in the Georgian commercial sector since “Rose Revolution”
in 2003.

Since January, the company TBC Leasing, founded by TBC Bank, star-
ted operation. In a year, TBC Leasing was able to hold a substantial posi-
tion 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 nominated among the
“the Best Banks of the Year”, for the third time in a raw.

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

On February 26, TBC Bank’s new Head Office was opened. TBC Bank
was housed in a unique building constructed in Thilisi in the beginning
of the 20th century and belonging to the city’s architectural monuments.
TBC Bank spent USD 6 million on financing the reconstruction project.

[TBC Bank Annual Report 2006] },
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27 ageoablb IFC-8 3 dnmombo 933 @meamab mogbmdol bsggmo@m boba gomblbs
3mB835605 “m0dabo m0Dabalb”. gb IFC-ab 3ofggma 0bggb@ngnss Lagdetmggmmb bs-
maDobam bgd@m&doa.

Lgd®gddg@dn Financial Times Group-3s ymggmbmono badsbzm Ggo@obada 8bm-
gmomb ,,Bemob bagzgogbm 306393L” dm@ab 9339 dgmobgo @osbsbgms 00dabo
dabg0.

26 Lyd@9ddgML 0dabo 356335 S gzMM3ol Mg3mbLEEM0abs s gobgomstig-
30l 356335 (EBRD) bgmon 8masbgmglb bgmdgz@mmgdsb 33069 @ badmsmm dabbgbab
©5930656bgd0l  3BmMamadady. Lobgmdg@mmgdm msbbs 10 Gomomb 533 sl
399039600.

md@m8dgda s8gFngmmds g@barmds Global Finance modobo 3630 bagsem@m
mM39M5(30900L 35DsMDg Imgdge Bbmgzmomb Lo zgogbm 856398 dmab w339 dgm-
g0 ©ssbobgms.

7 Bmgddg@b LogHmsdmmobm bamgo@bam bosggb@mad FitchRatings modabo 85630l
atdgmgamnsbo Mgo@abgo “CCCH+"-0056 “B-" mbg8ryg aoomdxmdgbs, bmem 8m3mg-
3900060 Mgo@nban — “C"-sb “B” pmbgdmy. atidgmasmnsb 3gMb3gd@ngsdn ds630b
B 3gxsbs, Bmameis “bLEsdammyma”.

2006

0gdgegomdn g9635600b 0b3gbBn0gdabs s gobzomsrgdal 3m33s6nsd (DEG) on-
dabo 3s63L 10 dogmombo 933 EmEtb mEgbmdal bydmmoabamgdama babbo go-
dmagm, Bm3mob 0bzgb@omgdsz madabo 35630L 3930@emdn gobbmEsngmes.

1 363¢b 93m3ab Gg3mbLEEN300bs ©s gobgnmamgdal 56 33s (EBRD) Laemnbab-
am 30330605 "mndabo mababgob” sdzosms 10% dgadabs. 58839 ©MmL, 3 daemombo
083 EmEdMab mEgbmdal Lybbo asdmaym “@0dabo m@ababal”, Mo EBRD-0b 3ofgg-
@0 0b3gb@az0ss LagoMmggmmb baemobobam Lgd@meda.

33M0mdn 38gMngmmas gumbarnds Global Finance mogal 3g@ommm Ladsbzm Mgo-
&0bada “Bbmgmomb asbznmsmgdamn 3sDMgdol Lo zgogbm s63g9d0” mndabo dsb30
asbabgms, Mmam®(z bamzgogbm dsbzo Lagdstmggmman.

1 350bb 00d0bo 356335 s Bbmgom 856300 LagHmsdmMabm bogabsbbm jmE3m-
653088 (IFC) googm@mdgh bgmdgs@mmgds gobogmeo 3omgdab Lyadgbddy &gdboga-
60 ©EobdsMgdal 3Gmgd@alb aobbm@zogmgdal dgbabgd.

850b30  @0dabo 356335 > “bomndsbyds” bgmo Bmsbgmgl  bgmdgzMmmgdsl
st dEN6ggmymaznema bgbbolb — 35 3emb 539 EmEsmal gs8mymealb momdaby. gb
0gm y39madg oo dmEmmmdal bsgfgoogm bsda qiEbma®a 3m3g@ommo dsb3g-
30l 8ogf Jomorgmo 3863980bmgal 35658y dn3gdaem Lybbgdb dmab.

030bdn 93em30lb Mg 3mbbEMNJ300bs s gobgnmamgdal ds633s (EBRD) madobo
3563L 15 Boemombo @Ml mEgbmdal LsgMgmo@m boba gsdmamym, Gmdgmo(s
bagsBmggmmdo 0dmmggnn Lgbbgdolb as3gdslb dmbdsmgs.

28 5330b@mb LogMmsdmEabm bafga@nbam basggb@ma FitchRatings adgmgsewnsb
396b3gg@039d0 madobo s630L Ml dg3abgds ,,LEBddomYMOEL” ,,3mBoGonMs-
dy” godmdxmdgbs.

bmg8d96dn bowgMmabogdal gobzomemgdal Laggnbabbm 3m33sbos FMO-bs s on-
30bo 3563L ImEab gogm@ds bymbrmnsbo bgmdgzmmgds 10 domombo 533 mens-
60l mEgbmdab bs3Mmgoo@m babal gsdmymaegal memdaby.

0939889630 LogMmsdmmobm mmasbobsznsd Business Initiative Directions modobo
35630 bamabbolb LagHmsdmmabem gomoman Gold Star ssgomomgs.

bagFmedmmabem bago@nbam basggb@m Moody’s-8s mndabo 3563l 3nfggmswm das-
Bogs LogMgoadm Mga@nban dgdwgan 3o@gamtonm: B3 qibma@o goma@ob oo Baa3
30a0mmdM0gn 3oma@ob aMdgmgsensbn by 3MgaGm Mga@nbagdo, a3 mg39b0g-
o dgmdstgmdom Bomdmowagblb dggybolb 8sbd@sdom Bambgzem yzgmady dsmscm
3930bgdab.



BANK HISTORY

On July 27, IFC allocated USD 3 million worth credit line for the com-
pany 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” for the
fourth time.

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

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

On November 7, the International Rating Agency FitchRatings impro-
ved TBC Bank's rating: bank’s long-term rating was raised from “CCC+" to
“B-" level, while the short-term rating was increased from “C” to “B". In the
long-run, the bank’s growth was assessed as “stable.”

In February, DEG allocated to TBC Bank USD 10 million subordinated
loan invested in the equity of TBC Bank.

On March 1, EBRD purchased 10% of TBC Leasing shares. At the same
time the bank allocated USD 3 million worth loan to TBC Leasing. This is
the first EBRD investment in the Georgian leasing sector.

In April, American magazine Global Finance, in its regular bank rating
“The Best Banks of Developing Markets of the World” has rated TBC Bank
as the best bank in Georgia.

On May 1, TBC Bank and IFC executed Agreement on Implementation
of Technical Assistance Project. Goal of the Project is strengthening of the
position of TBC Bank in retail sales segment.

In May, TBC Bank and City Bank executed agreement on allocation of
unsecured loan in amount of USD 35 million. This has been the largest cre-
dit line ever provided by foreign commercial banks to a Georgian bank.

In July, EBRD provided TBC Bank with USD 15 million worth credit line,
which was intended for mortgage lending in Georgia.

On August 28, the international Rating Agency FitchRatings revised
the outlook on TBC Bank from Stable to Positive.

In November, Netherlands Development Financial Company (FMO)
and TBC Bank signed the agreement on allocation of USD 10 million wor-
th credit line for 5 years term.

In December, an International Organization - Business Initiative Di-
rections granted TBC Bank with a Gold Star - the international quality
award.

“Moody’s” Investors Service agency has for the first time awarded cre-
dit ratings to TBC Bank under the following categories: long-term ratings
B3 for foreign currency and Baa 3 for local currency. This, currently, is the
highest rating achievable in the country.

[TBC Bank Annual Report 2006] },
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2006 Bgrmo 00d0bo 3s630bmg0l bag@edm agm — orgga o8 Bgmb gfHon Bobsway-
door ogabsbosmgdm, 8g g08ymen, Gm3 Rzgbo 3m33s6nnbmgal gb agm gsbgnmog-
dob 8gbady 9@o3vg goabgmal Bgema.

30M3gm 9893%g, 83 10-15 Brmal Bab, cndabo 3s630L s3m(3065 agm 500 mmsmne-
B0 3o30@smab 8Jmby 356300006 BabsbLYMs@ LEsdommu® 3objom Rsdmysmadgds.

398mga, dmBrg36m g@&s3dy, Rggb 339 B0bbow wogabsbgo dabamdy Badygebo
33630 3mBo300b 8393985, Mabag Bzgb8s ambods BomBs@gdom dnsmbos oy

gl 9339 R396L Bnbodg domnsb 8603369mmgeba s8m(sobs gol — Bggb mbrs
393dmma Rggb0 3m33sbonl Boygobs 08 sbamn dodsmorgmgdom, HmBgmbag mndabo
33630l aobg0mamgdol 89bsdg 98o3Lb 3Mbmegdom. gb ool Azgbo dsbz0b aswsdisgae
bogM@eImEnbm Babd@edolb 8dmby dnfggm GMbLEs30MBamM JoMome Lagobsb-

b aBLGOGGd®.

58 30Dbob BomBggal mndobo dsbj0 gebabrgdamn ngMbsbom 0bygdb. 2006 Brmols
96o-gfma 360d36gmm3sbo 3Gmgd@o agm m0dabo 3sb30b Mydcgbonban, Mady(s,
R3gbL gmbmsb gMmam, Bbmgmoamb gMm-gfomn Badygebo LagHmadmmabem b gmb-
byem@oom 3m33sbos 3mdamdms.

2006 Bemob 5basM0ddn, dofomer §nbsbbaMm dgogagdmsb gMmsw, BaMBmgnc-

3960 m0dabo 5630l dMgbmal sbagn Labgl, gobsbmgdmm mmamb s sbamm d69bro-
3moGBmmIsl.

303330 bObIMOJI



SPEECH OF THE CHAIRMAN OF

THE SUPERVISORY BOARD

The year 2006 was a turning point for TBC Bank — describing this year,
I would say that this was the year of transition to the third stage of deve-
lopment for our Bank.

At the first stage, 10 - 15 years ago, it was our task to turn a bank with
500 USD equity into a financially stable banking institution

Further, at the next stage, it was already our goal to take the position
of leading bank on the market and our team has successfully achieved
this goal.

Now we are facing a rather important task - we have to lead the Com-
pany to a new direction, which we call the third stage of development of
TBC Bank. This implies transformation of our Bank into the first Georgian
transnational financial institution of international level.

TBC starts its way to achievement of this goal with a new image. Re-
branding of TBC Bank was one of the most significant projects of year
the 2006. One of the leading international companies has worked on this
issue, together with our team.

In the Annual Report for the year 2006, together with the major finan-

cial results, we are offering to your attention a new brand of TBC Bank, its
new logo and new brand-platform.

MAMUKA KHAZARADZE

[TBC Bank Annual Report 2006] b,
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0800 33630b 2006 Brol doomsn gobsbbmMa 8gwgagda 8mymgo sby dgo-
dmgds ogababoscmma: Bomdsb dsb30b 5g@nggd0 61%-00 gonbdaMes s 960 Barmomb
oMb BoombBos. 600 Bommomb momsdog gondaMms LsiMgEoG™ dmMBBgma, Mo
Babs Bgmmob dgamgdom 57%-056 bMal 603bagl. Moz dggbgds 96586gdals 3me-
&®8gmb, 0go 2005 Bgmmsb dgosmgdom 45%-00 gsnbotms ©s 550 domomb mamb
800b0s. Bemal dmmmmb @0dabo ds630b 8magded 22 Bomnmb maMb gomssdamds.

3o635bgma Bgmn mndabo 35630bmgab BsmBs@gdmmon agm bogBmsdmEabm semns-
93980 m30mbadFaboms(z. s3Mamdn Bggba 3MB3s6ns sDanlb Mganmbolb 19 bowmzg-
0gbm 35636 ImMab sbabgmms — 88gMagmmds gumbarmds Global Finance msgalb 3g-
Momenm badsbim Mgo@nbadn “BLmgmomlb gobgamamgdown dsbMgdal Lo jgogbm
3563980” @080bo 35630 ©asbabgms, Bmamy bamggogbm o630 LadsGmggmmao.

5330b@™d0 bogMmedmEnbm LaMga@nbam basggb@m FitchRatings-3s amdgmgewnsb
39Mb3gd@n3980 @ndaba dsb30L B0l Bgxsbgds ,,LEdammmn” Jgzgems @ dob
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SPEECH OF THE PRESIDENT

OF THE BANK

Major financial results of TBC Bank for the year 2006 could be briefly
described as follows: for the last year the Bank'’s assets increased by 61%
and achieved GEL 960 millions. Credit portfolio grew up to GEL 600 mi-
llions, what comprises 57% growth compared with the previous year. As
for the deposits portfolio, it grew by 45% compared with year 2005 and
achieved GEL 550 millions. By the end of the year profit of TBC Bank was
over GEL 22 millions.

Last year was successful for TBC Bank with respect to international re-
cognition. In April our Company was nominated among 19 best banks
of Asian Region and American magazine Global Finance nominated TBC
Bank in its periodic bank rating - “The Best Banks of the World Emerging
Markets” as the best bank in Georgia.

In August, FitchRatings, the international rating agency changed the
rating of long-run growth of TBC Bank from “stable” to “positive”. Ac-
cording to the conclusion of the experts from FitchRatings this change
emphasizes improvement of operating environment and funding para-
meters of TBC Bank. In addition, the rating “positive” reflects effective
risk management and maintaining of stable indices of profitability and
quality of the assets by the Bank.

By the end of 2006, Moody's - the international rating agency awarded
TBC Bank B3 foreign currency and Baa3 local currency long-term credit
ratings, what is the highest rating achievable in the country.

The fact that our Company has attracted financial resources for tens
of million US dollars from international financial institutions and foreign
commercial banks reflects international recognition of and high confi-
dence in TBC Bank.

Last year was also successful with respect oto introduction of new pro-
ducts. In 2006, one of the innovations of TBC Bank - co-brand plastic
cards was our priority area. A number of such joint plastic cards, which
are rather popular among the customers, were created and successfully
introduced to the market.

Preparation of TBC Bank for adoption of new strategy and the first step
in this direction - re-branding of the Bank was the most important pro-
ject of the year 2006.

TBC Bank is meeting its 15th anniversary with new brand identity and
new strategy. What are the goals of the company, what where the rea-
sons for re-branding, what was the brand of TBC Bank before and what
will it be like tomorrow?

Up to present, TBC has been quite a strong brand with high recogni-
tion, which was positioned as reliable, prestigious bank with products
fitted to the demands of clients with middle and high incomes.

[TBC Bank Annual Report 2006] b,




>

30bd(L 3GJBONRIGSL
3130640130

[r03aba 33630b Brmantin 36336030 2006!

3abgol sbomBs LgMo@gansd, MmIgmars gmmabbdmdl, gMmab 8bng, gabozmmo
30M980b doBM0b sbamo, BAm geMom bgadgb@gdolb sm30bgdsl, bmmm Bgmegl
3bMog, LogM@edmEnbm dobomdyg gobgmsl s doMggm Jotormm GMabbbsznmbo-
@ boggnbsbbm 0bbBNGNEsE Rsdmysmndgdsl, dmambmgs sMbgdmmo 36g6mal

(33@0egss.

396dm, bogoMm asbos gofMzzgmmo (33momgdgdolb dg@ebs madabob dMgbonl
Mmames 30dgoma®, obg dobsombmdng 8bamgda, s@Mbgdamman a8ogol dmogn dobo-
bosogdmgdal 8gbamRnbgds s, 58539 MU, gdmznmboemn seddab dgzzeme.

906 00daba 33630 3mba30mbaMgdel nBygdl, Hmam®(3 Bscmama Mgdn@szol
3gmby gabsbbyMo g4L3gMGoa, Bm3gmars G0l mommgnma dmdbdstgdmol Jgamds-
M0 s gbBaMgds Bab gabsbbymMs godmngMgdsdo.

R3gb0 dMgbrnb dmsgamn dgbaga ngdbgds: mndabo dsb3n mogabn damoam, asdm(swon-
m9dom ©> Mgba@bgdoo 896b a39Mmnm oMb, Mo aodmgab Ladmamgdal sMBn-

Bgdmo agm ©mg3ebrgm ©gde ©s axgHmEgb dmdsgmal.

©mg0oEsb  @0dabo  3s630L  gME3MEsGama  Lemmasbos:  Bggb  gedmagMgdo
96O®3bgonb.

@080b0 33630L 8oboss: ¢ dEHNB37mymb Jmngb@gdab 38symenmgdal Bstmamn mby
5 3m335600b Mgdnmgdol bgsdommymo dMs.

@080b0 33630b BoG3s@g30b badn Lgg@o:
p 065830m3mgda

» oJ3ombgfgdo

p 3096800 s 3o6@bammgdo

@08a0bo 836300 gmB3mEs@onmo gobgmmmdgdo:
> 30begmmos
p 3Omggbombamabdn

p 30gb@ob jdoymazomgds

R396 oMBANBgdmmba 356, MM 5mbadbammo Losbmggdo bgmb 3gnbymdl on-
dobo 35630L BotBo@gdamm asbgamamgdel sbamo bgHegganalb dadstormmgdom ©s
2007 Bgmb Rg96 dg3dmgdor bogdsme 583az0mn 80dbgdal asbbmsngmgdal, o
amobb8mdl Bo8yzebn 35630l 3mbaz00lb 39688 30(3985L oM FoMGM  JMESMMo-
Gomm, 0839 Bodag@n 30Mgdalb byadgbddgs, saMgmag, byFombymo BomBs@g-
d0b BoeBggal bbgs d3946g980l dobMgddy.

306363 &IBEN3NI



SPEECH OF THE PRESIDENT

OF THE BANK

The Bank’s new strategy, which implies, on one hand, the develop-
ment of retail banking business and, on the other hand, appearance on
international market and formation as the first Georgian trans-national
financial institution required the change of the existing brand.

In particular, it was necessary to introduce certain changes in visual
identity as well as in the personality of the brand, to maintain strong
attributes of the existing image and, at the same time, change the emo-
tional perception and eliminate the distance between the customer and
the bank.

TBC Bank begins positioning as financial expert with high reputation,
which is a friend of each client and empowers them to become financia-
Ily stronger.

The main message of the brand:
“With the power, expertise and resources of TBC Bank on your side,
you are confident about today and optimistic about the future.”

Corporate slogan of TBC Bank is: Together, more empowered

Mission of TBC Bank: Ensure high level of customer satisfaction and
sustainable growth of the Company’s value

Three pillars of TBC Bank's success:
Employees
Shareholders
Clients and partners

Corporate values of TBC Bank:
Acting as a team
Professionalism
Customer satisfaction

We believe that the above innovations will promote successful deve-
lopment of TBC Bank towards the new strategies and in 2007, we will be
able to achieve our ambitious goals, which implies strengthening of the
leading positions of the Bank in respect of both- retails and corporate
segments, also achievement of significant success on the markets of the
foreign countries.

VAKHTANG BUTSKHRIKIDZE

[TBC Bank Annual Report 2006] },
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MANAGEMENT

MAMUKA KHAZARADZE (Chairman)

BADRI JAPARIDZE
DAVID KHAZARADZE
GIORGI KEKELIDZE
BOB MEIJER

DOUGLAS GUSTAFSON (IFC)

GUDRUN BUSCH (DEG)

VAKHTANG BUTSKHRIKIDZE

PAATA GADZADZE
ZEZVA TSISKARISHVILI
GIORGI ASLANIKASHVILI
VANO BALIASHVILI
NINO MASURASHVILI

GIVI LEMONJAVA
TEMUR JAPARIDZE
GIGLA JABISHVILI
ARCHIL CHIKOVANI

LELA CHINCHARAULI
NIKOLOZ AALAVIDZE
NATIA JANELIDZE
TAMAR JUILASHVILI
GIORGI KVACHADZE
SOPHIE JUGELI

NINO OKHANASHVILI
VAZHA BERIASHVILI
NINO KACHEISHVILI
TEONA MIKADZE

MAIA DZIRKVELISHVILI
GELA ZEDGINIDZE
KHATUNA LOBJANIDZE
LELA KALANDARISHVILI
IRMA DVALI

DAVID TSERETELI
TAMAR KAKULIA

VAKHTANG KUPRASHVILI
IRAKLI NADIRADZE

President

First Vice President
Vice President
Vice President
Vice President
Vice President

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 Corporate Client Relationship Department
Head of SME Development Department

Head of Small Business Lending Department

Head of Financial Risk Management Department
Head of Planning and Managerial Accounting
Department

Head of HR Management Department

Head of Product Development Department

Head of Sales Department

Head of Marketing Communications Department
Head of PR Department

Head of Plastic Cards Department

Head of Quality Management Department

Head of Operational Risk Management Department
Head of Administrative Department

Investment Banking Project Manager

Head of International Financial Institutions Relations

Department
Head of IT Department
Head of Software Development Department
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MANAGEMENT

TAMAR VENETSKI
TINATIN IAMANIDZE

TENGIZ TKESHELASHVILI
DAVID KUTALADZE

IRAKLI KECHAKMADZE
LADO LURSMANASHVILI
ALEXANDRE KHARLAMOV
ANZOR MANTSKAVA

LEVAN BURDILADZE
ZURAB CHARBADZE
GAGA GOGUA
ZURAB DAVLIANIDZE
LASHA AMAGLOBELI
DAVID KURTANIDZE

ALEXSANDRE ZAKHASHVILI
DAVID ASANISHVILI
KHVICHA SEBISKVERADZE
DAVID USHKHVANI

LADO MURUSIDZE

Head of Financial Monitoring Department

Head of Settlements and Trade Finance Operations
Department

Head of Treasury and Financial Services Department
Head of Financial Accounting and Reporting
Department

Head of Operational Management Department
Head of Credit Administration Department

Head of Logistics Department

Head of Internal Audit Department

Director of Marjanishvili Branch

Director of Central Branch

Director of Vera Branch

Director of Mtatsminda 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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“With loan from TBC Bank | have bought
the car of my dream. | pay money little
by little and I'm calm as | know that

my bank is on my side”
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ASSETS STRUCTURE

Government treasury bills
LabgmB8Bogm gabosbo
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Due to other banks
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Bank of Georgia
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3% 0639b@ 030980 Labgbogdm
3930@5mdo

1%

Tangible fixed assets
and intangible assets
dofomso badgamgdgdo ©s
365358 g0 59@03980
5%

LEVERAGE
(Average assets / Average equity)
8
7
6
5
4
3
2
2000 2001 2002 2003 2004 2005 2006
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Loans and advances
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Current accounts & saving deposits
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“We don’t go to bed and wake up with TBC
Bank on our minds, but we always feel -
our bank is on our side!”







>

LOIATOAMEANLM FKOTLKRMIS()

[r03aba 33630b Brmantin 36336030 2006!

JIMBOINIY Global Finance 01030L0 35630 LOIIAOI3IM3N LHISIAALM
30630R RIILOBLITD

a36nemdn s3gMngnmds gmbamds Global Finance msgol 3gMomemm bodsbgm
9080630 “Bbmggmoml gobgnmamgdomn dsdMgdal Lamzgmgbm 3563980 on-
dabo 39630 ©osbabgms, Mmamtz Laymzgogbm 35630 LodsMmggmmaa. axam-
mgdab (39698mbosma 2006 Bl 18 bgd@g3dgmb, LagMmaedm@obm Lagsmn@m
Bmbeobs s bmgmom 3s630L ymzgmbmon® dgbggmady gondstmms, Laws(s
®0d0bo 35636 MPazoamNMIE gomabzgb Lamzgmgbm Jotormmo 3s630L Bmog-
b0l a3l nMgdgm Kormom.

Global Finance-abs 8ngm 2004, 2005 s 2006 Bqmb, Dgonbdgo Ladxg® modabo
30630 @ababgmms, Mmam®(s Lobsbobm s bagamm@m as3zmomn Mm3gMaz0gd0l
bamggomgbm oo dsb30. 2006 Bgemb m0dobo 3s630L BomBo@gdal Bobd@edn
8603369mm3bsm go0boMms s ngo sboalb MHganmbol 19 bamzgogbm dsb630b Gog-
o 3mbges, Gmam®s “bogzgogbm dobza badeMmggmmdon”.

01030L0 3563L bLYIGALLOL LOHIGT1O3MEANLM MIAHML 3d64LI3TH3N
30360dd

2006 Bemob 939339630 ©Fm30gdgmBs mMasbadaznsd Business Initiative
Directions  00d0bo 35630 botobbol  mdMmb  go@bzgmagom  osgamom3s.
bamobbob gl LogMmedmEnabm  gomom gomsgEgdsm 3md3sbogdl, GmBmgdoy
033symanemgdgb  Business Initiative Directions botobbolb dmegel QC100 TQM,
mmdgmoi Bbmgmomb 173 4399s6adns  Bamdmmggbomo s bgmb  ¢Bymdl
baotnbbolb bLEmmymeal Lob@gdob ebymagzsl.

batobbol  LagMmadm@obm  gomEmb Bm@8s@0390bs s  3MnGgmondgdals
80bgz00, LagMmadmmobm bamabbolb g3oMbigmaga 3o@gammnnm “GOLD” ass-
qG3d>  00dobo 3s63b.

Business Initiative Directions-ob Log@madmeobm  3mba@gbdo dmbsbomg 93
d39460b bbgs o Lbgs Bamdsdgdmmo mmaobobsznnsb dgmBgnm Ladmarm s
dbbgoem 3mB8356093L dmenl ofnsb Global Fortune 500 Logmmedmmobm Mgo@nb-
30l 3Jmby 3m33560gd0(3.



INTERNATIONAL AWARDS

In April 2006, American magazine Global Finance nominated TBC Bank
in its periodical bank rating - “The Best Banks of the World Emerging
Markets” as the Best Bank in Georgia. The award ceremony was held on
September 18 2006, at the annual meeting of the International Monetary
Fund and the World Bank, at which TBC Bank was officially granted the
award as the Best Georgian Bank.

TBC Bank was nominated as the best Georgian bank for successful cu-
rrency exchange transactions. This year, TBC Bank has achieved success
on a much greater scale and has entered the ranks of the19 best Asian
banks as the “Best Georgian Bank”.

In December 2006, the independent organization Business Initiative
Directions (BID) awarded TBC Bank the International Golden Star Award
for Quality. This international quality award is granted on the basis of
commitment to the criteria outlined in the QC 100 TQM. This model of
quality is presented in 173 countries and promotes extension of quality
improvement system.

On the basis of International award regulations and criteria, JSC TBC
Bank received the International Star Award for Quality in the GOLD
category.

Small and medium size companies selected among various succes-
sful entities from 93 countries participating in International Congress
of Business Initiative Directions include the companies rated by Global
Fortune 500.

[TBC Bank Annual Report 2006] },
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FitchRatings—-35 01030L0 35630L 3IBOLIBY ,,LEISNTIMNRIE”
“3MBNENIMOIRI” 3d9IIXM3ILY

2006 Brob 28 5330b@mb LogFHmedmEabm batga@obam bLasggb@m FitchRatings-
35 afdgmge0sb 3gMb3gd@ngadn mndabo ds630L DML dggabgds ,,LEsdoemyma”
39335 o Fob sbomo Fgo@abgo — ,,3mbagonma”  Bosbags. 83sbosb, FitchRa-
tings-8s gMobgm 30093 @ssbENEs 2005 Bemol dmbs(3939d0, HmBmmol mobsoblda,
®030bo 83630l Bgo@nbao gobobadbmaMs d98mgan 3o@gamMagdao: aMdgmagsnsbo
90&0baon ,,B-, dm3mggewasbo — B

FitchRatings-ab 94b3g®@&gdab sl 33bab Msbsbdsw, sbgmn (33e0mgds gH-8603-
369mmgbo Bommomgdlb m0dabo 35630 Lam3gMaam aofgdmbs s agnbsblg-
3ol 30608798930l gomdxmdgbgdady. 98sbmsb, dgggabgds ,,3mbodonma’ sbabagl
Mmameg 39630 8ogf Mabzgdolb g139d@ae doGmgsl, aby 8m8ggdosbmdal dgstin
35h39690mabs s 3J@nggdolb bamobbol dgbstRabgdsb.

1,006306 0bablbygMa 35683gBMgdabs s LomdgMoiam ao@gdmb asbgomsetgdol
3@bgdamo §96wgb300b goatdgmgdal dgd8mbggzadn, dgbsdmadgmas Hgn@abagdal
350369035 30m3xmMdgLgdal MzgombsbGabom”, = 5x0badbymoas Lamgognbgm jma-
35600l gob3bargdsda.

LYIMAOIMANLM LOYMINGN63M LOO3IESM Moody’s—-35 01030LA 3563L
LY3MIRNSEM AINGN63N 3NO6NFD

2006 Bemob dmeamb bagFHmsdmmabem bamgn@abam Lasggb@m Moody's-8s mndabo
3363L 8nsbogs bazMgmagm MgnBaban 3gdwgan 3o@gammanm: B3 wmisbmumo gora-
&ob o Baa3 spgnmmdfingo gomn@olb amdgmgsemnsba LsgMgoodm Mgodnbagda,
653 ©09395609ma dpamdstgmdam Bam3maagbl J3gybal 8sL3@sdom Bnmbygewm
y39modyg domam dgggobgdsb.

ab Moody’s-ob doge @0dabo 3s630bmgal bszMgma@m Mgo@abgol doboggdol
30Mggmo 369(396096@0s. Moody’s-3s mndabo 35630 3g@b3gd@ngado dgogabs, Gm-
amfg bEedomamo» ©s 83630L gabsbbama JwgMomds E+ 3shz9693mom as6-
LadMZMS, Moz dbgzg Logdome g ggabgdol Bomdmawagbl.



INTERNATIONAL
RATING

On August 28, 2006 International Rating Agency FitchRatings upgra-
ded the long-term rating of TBC Bank from “Stable” to “Positive”. At the
same time the agency has once again confirmed the 2005 data accor-
ding to which TBC Bank rating was given the following categories: “B-“
long-term, “B” - short-term.

According to the conclusion of FitchRatings’ experts, such change de-
finitely reflects the improved operating environment and funding profi-
les of TBC Bank. In addition, the “Positive” rating reflects its efficient risk
management as well as long track record of sound profitability and asset
quality.

“Further continuation of the trends in respect to both the operating
environment and the Bank’s financial performance could result in yet
another reassessment of the Bank’s rating with the purpose of its upgra-
de” - stated the rating agency.

By the end of 2006, Moody's international rating agency awarded cre-
dit ratings to TBC Bank under the following categories: long-term ratings
B3 for foreign currency and Baa 3 for local currency. This, currently, is the
highest rating achievable in the country.

This was the first case of credit rating of TBC Bank by Moody's. Moody's

assessed the Bank as “stable” and gave E+ evaluation to financial perfor-
mance of the Bank, which also, is quite a high evaluation.

[TBC Bank Annual Report 2006] },
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336356000L 063ILGNGNIBNLY RO 33630019AIBNL 3MI3V6NS (DEG) -
10 3020MB0 M0

2006 Bemob ogdggomBo agmdsbonl 0bggb@nzngdobs s asbgomamgdol 3made-
6003 (DEG) bosgiom bLobmaamgds “madabo dsb3b” 10 8amombo 533 mmmamals
mEgbmdal LPdmAobomgdamn bgbbo gsdmauym, G@dmol 0bzgb@omgds 00dabo
33b30b 3o30GmBn asbbmE30gmes.

5badbmds 0b3gLbEN(3058 m0dobo dsb3b gbadmgdmmds Bobss 3ogz NRG™
3d@onMo@ gobabmMmzngmmb dodaMdy msegabn gobznmamgdal bLMsGgans.

DEG 30d0bo 35630b gfo-gfiomn bms@ganmmo LagHomadmmabm 3sm@bomns. 3
0 0BbGGNEL 06583MMBmmds 1998 Brmnwsb ©snbym, Mmgbsz DEG-3 cndobo
33b3b gobbbs LagMgoaGm boba 3 Bomombo g9M3sbamo 3oMzab mEgbmdam. 2000
Byl DEG-8 010d0b0 3563L gmeg  bogMgmo@m boba gombbbs, Hmdgmas 2 8armomb
936mb 3goga96ms. 53539 Bemab 850bdn DEG c0d0bn 35630 gfo-gion ogzombgtin

aobes.

LOOINBIE3N - 35 3NNMBN MO

850bd0  @0dabo  3sb33> o Lomndebzds bgmo  FmabgMglb  bgmdgg@mmgdals
St dENbggmymgamo bgbbolb — 35 8mb 833 MMl ge8mymeal memdady.
08 Mmabogob gb ogm yzgmoedg oo dmEmermdal bsgMgmadm babo @Ebmama
3M3gMommo 3sb3gd0b Bng Jotormmo 3o63930bmgal o393 Lybbgdl dm@ab.
bgbbob gows 18 m3zglb 3gowagbws.

@080b0 3630L Fogm 53 Lgbbal smzabgds Fmbs dofMnmawn 3MM3MEadmmon 80b-
Bgd0bogal, Mo gmmobbdmdl badsbim ©s Lagabsbbm dmBLabyMgdedy LEMsGs©
3%oM0 dmobmgbol @s3dsgmzamgdal bymdgbymdab. bnmndsbjds domasb babgbbm
00bbady Mgl mdANbggmymas “bagMmadm@abem bagfgoogm bgmad” dabaM-
by dgndabs, Loa 0b3gb@mmgdn 3w 9Mnsb ao0bosGmb LagdsMmggmmb J3gybals
ol go.

336M30L MI3MELEAITBNNLY R 33630019AI3NL 356430 (EBRD) -
15 3020MB0 M0

03mabdo 93Mm3ab Mg3mbb@ndoobs s asbgomsmgdals 633> (EBRD) mndobo
3363b 15 Bamombo 933 Mol mEgbmdal bsgMgmodm boba gedmaym, Mmdgmacs
bagommggemmdn ndmamgzmmn bgbbgdol gozgdsl dmbdsmes.

sbamds bogMgma@m bad3s m0dabo dab3b badmamagds Bob(ss, omys YBG™ asn-
8gommb Bodyzebn 3mbazngda J3ggebada ndmmggamn Lgbbgdal dobamdg @ dg@n
8mdb3oMgdgmo  as3dsgmgammb admmggama bgbboo, 3o Bagm dabab dgdgbal,
2396980bs @9 a56g8mb@Ggdal BbaMrsbodgMac.



INTERNATIONAL CREDIT
LINES

In February 2006, DEG - The German Agency for Investment and Deve-
lopment has provided JSC TBC Bank with subordinated loan in total USD
10 million, that will be invested in bank equity.

Investment will enable TBC Bank to further enhance its development
strategy.

DEG is one of the international strategic partners of TBC Bank. Ope-
ning a credit line in the amount of DEM 3 million to TBC Bank back in
1998 was the beginning of the cooperation. In 2000, DEG provided TBC
Bank with another credit line in the amount of EURO 2 million. In May
2000, DEG became one of the shareholders of TBC Bank.

In May, TBC Bank and Citibank signed the agreement on the allocation
of USD 35 million worth unsecured loan. Among other loans granted to
Georgian banks by foreign commercial banks, this was the largest credit
line. The loan term is 18 months.

TBC Bank has used the loan mostly for corporate goals. This facilitated
meeting of rapidly increasing demand for banking and financial services.
Citibank acquired credit security for entire loan at International Credit
Swap Market, where the investors are ready to share the risks in Georgia.

In July, the European Bank for Reconstruction and Development (EBRD)
signed the agreement on granting TBC Bank USD 15 million credit line,
which was used for issuing mortgage loans in Georgia.

New credit line allowed for further strengthening of the leading po-
sitions on the mortgage loan market and providing mortgage loans to
greater number of consumers, supporting them in acquisition, repair
and construction of houses.

[TBC Bank Annual Report 2006] },
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60RJIATV6RIBNL 306300136:330OL LOBNBIELM 3MB3960S (FMO) -
10 3020MB0 M0

BogFmabogdal gs630006g30L Laggabsbbm 3MB3s6058 (FMO) m0dabo 5636 10
8omombo 533 Emmamab mEgbmdal bsgMgmodm boba gedmaym. bgmdgi@nmgds
bnobrnsbos. sbadbyma Mgbamba, 3oMggman mndabo 33630 abEmEnsdn, ©gbm-
80b0gdamns maMmdn s gob3mm3zbamns Joormma dobbgbob, 3gMdme jo Ladgsmm
5 3306 DmBab 3gMmdm boBomdmgdol agNbsbLdabmgaL.

BogFmabogdal gobgnmamgdal Laggnbsbbm 3m83s60s 40 Jg9ysbabmeb msbsd3-
A3l s dobo  FoDsbs abggb@nzngdal asbbmmzngmagdoo bgma 3gmBymb asb-
3000069850 J3994693d0 39Gdm Lgd@mMabs ©s, Bmgswsw, g3mbmdngol gsbznmsg-
dab. 2000 Bgemb bogMgmodm LaMga@nbam Lasggb@mad ,Standard & Poor's” 3m33s60sls
mdsmegbo, ,AAA" G goBabgo dnsbages.

FMO-Ubo @ 0030bo 3563b dminl awgdama bgmdgi@mmgds s@abEMmgdl bagm-
00dmE0bm Lagabsbbm 0bLEBNEME9dab g Mdoba dsb630bmgal byFHombamo bom-
30l 30gs gfobgm asdm(zbogdsl.

EBRD ,,01030L0 R0%0630L” 93BNMEIMN dO6RD

9360m30b Mg 3mbbGEndanbs s gobgnmamgdal ds633s (EBRD) 2006 Bgemb dao-
oM 350064398 0mgds bamadabam 3m33s6as "mndabo mabobaol” sosms 10%-als
39dgbalb memdady. gb EBRD-ab 3ofggmo abggb@onss Lagstomggmmb Lammabobam
bgd@medo.

@080bo maboban 2003 Brob byd@gddgMdn ssMbos s 0go m0dabo ds630b dz0-
mmdoen 3m33sb0ss. bogddnsbmdal sbygdabmabagg “cndabo mabbads” bogdstmag-
mmb boemnDabgm dabamdy Bsdyzebo 3mbaz00b 839398 dgdemm.

EBRD - 3 30€20M60 533 RMT3&4NL LALBN “01030LO LOBNEL”

5g(30980b gbynzsbmsb gMmsw, g3Mm3al Mg3mbbE@ndobs s gsbznmstgdals
35633 (EBRD) Lagmobabam 3m33s60s "m0dabo mobdabal” 3 8omombo 33 mmmamals
mEgbmdal Lybbo gedmamym.

EBRD-als bgbbo 5-Bmosbos. gb g30bsbbigmo Mgbm@bo qadm 898 3gbsdmgdmmdals
admy3b “@0d0bo mababal”, asbsbmzngmmb bomobabgm 3Mmgd@gde 3gMdm dso-
Mg o bodgsenm bmBob JoMome 3m33s60gdmab.



INTERNATIONAL CREDIT
LINES

Netherlands Development Financial Company (FMO) has granted USD
10 million worth credit line to TBC Bank. The term of the Agreement is
5 years. Above mentioned resource is denominated in GEL, for the first
time in the history of TBC Bank. The credit line is intended for funding of
Georgian business - small and medium-scale private enterprises.

FMO cooperates with 40 countries. Its goal is to contribute to develop-
ment of private sector and generaly the economy of the emerging coun-
tries. In 2000, Standard & Poor’s”, the credit rating agency, has granted
AAA - the highest rating to the Company.

Agreement between FMO and TBC Bank confirms serious confidence
of the international financial institutes to TBC Bank.

European Bank for Reconstruction and Development (EBRD) has made
a decision on purchasing 10% of shares of TBC Leasing. This is the first
investment carried out by EBRD in Georgian leasing sector.

Originated in 2003, TBC Leasing is the affiliate of TBC Bank. From the
very beginning of its business activity, TBC Leasing managed to occupy
leading position on the leasing market.

European Bank for Reconstruction and Development (EBRD) has given
TBC Leasing a loan in the amount of USD 3 million.

EBRD has allocated loan for 5 years. This financial resource gives more
potential to TBC Leasing to carry out leasing projects with small and me-
dium-size private companies in Georgia.

[TBC Bank Annual Report 2006] },
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“I have opened child deposits for

my children as soon as they were born.
| believe that their future is protected, as
our bank is on our side”
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2006 Bgemo Botido@gdamon oym sboma 3Mmend@gdol sbgMagol mgzambsbein-
boo. 83@nenEsb 3gbadmgdgmon gobes 3MBNTIAN GITIBMENL 352O6LOL 3I3-
LJBY MmaME(3 93@MBsG M, sbgzg LEL-0m s 0b@gMbgE 3o630L Bgdzgmdoom. gb
bgFz0bo 8mBbAsMgdgmb Mbogomn® Jgbodmgdmmdals sdmgab, sbmamb MHm s
6980L3ng0 saNmOEsb, 6930L30gH EHML, obmgal Labuggma msbboor (5-©sb
200 mot380g) dg0gLmb dmdagamals doemsblo.

10 850b0sb m0dabo 356335 sbomo dmBLobyMgds - d3GMBIE3ORIBY sbyMgo,
Mmgmo(g 8mBb3aMgdgmb badwamgdsl sdmgsb dgndobmb 0%-0s60 gsobzsgdam dab-
030b LabyMzgmo 538m3obgsbs mdammobida sMbgdmmon BgdabdngMa s3@mbarmbosb.
23@mMasb35098000 3gbadmgdgmos sgMgmgy dgman o3@mBsbdsbal dgdgbss.

0360b30 0dobo 356335 abgMas 3og3 gMmo sbsen 8mBbobymgds - LEMOBN
30635%RJ30 “RRIL3T”. gl oMb bbgssbbgs LadmabIsmgdmm bogmbemal asobgswg-
door dgdgbol LBGogn, 8mdbomo s BoM@ngn abs. dmBbBamgdgml Lodmsegds og3b
356350098000 3gndobmb Lamgabm &gdbngs, s39%0 @@ bbgs Loymasbmagmgdm bo-
Jmbgmo 30Mada Bomodagdda, 856330 dmbgmalb asmgdg. “omgbgg” 8ob3swg8al
8sgdbodsm@n csbbs 3000 mostns, BoglboBarmMa gows 3o — 12 mgg.

@0d0bo 33630L  3mEJ@gdab  asbzomamgds sbgsg g3mba@gdalb  gnobams(y
356bmM(309mms. 03mab3n onbyMas bEMmasE sbamn sbsdotn - “BIAN LANBN”. »3
©33mD0@0sb 0bbol goBsbs s @aBs@gds b33ab3ngM MmL stnl Bgbadmgdgemo,
8Lgogbom 393bsbggma s6adnbs, doamad dabo wM3aa@gbmds amam badMmzgbm
boMggdgm3dn damBamgmdb.

(3 dggbgds bgbbgdol s6Rggo6L, cmndabo 856385 s330b@MEb gMmzbmm asdm(s-
9830 BaMBa@gdmm sbamasbMegdl LEIRIEEIM() LILLIBN Fgbmaogeds. bybbgda
3503985 bogeMmggmmdn dsgamagns@olb bBagmob momgdmmgdol obagnbablbg-
dmo@ 08 bENEgbEIdabmzab, MMmgddsis bamBsdgdom Resdamglb gfMmnsbn gfm-

3690 asdm(30g00.

3ROLEN3TMN 334301I3N

2006 Bgemo 0030bo db30bogal doenby BaMBa@gdmmoa oym LadaMomg dadbgbols
356300061980b MgmbodAboo. 35638 ©abgMgs 3 sbomo 3m-36gbo dstsmn: 8m-
donen Jofn, 00dabo 3mbdm s Mmadabo me3maen dafsmgdoa.

23 85M@b 30dabo 35638 > 3™m33sbos “Bg008” bodmaaEmgdsl sbsmn gFHcmmdmo-
30 30D 3mabBogmmo doMomn Botmmanbgl. gb doMemn JoMmmm dabamdyg 30Mggmo
0gm, Gm3gedn dmbabamgmdsl 0emgdl dsb30 > dmdormuMa 303306Masd8mmdals
3M33560s. dsomn segfgaemos Mbogarn@o Bubdisngdom, Hmdmal dbgsgbo doms-
00l 3o8m33gds8g o6 3gmbos o3 9o dmabGogn® doMemb LadsGmggmman.

bgdB9839M3n M0dabo 3s630bs ©s F@bsem Cosmopolitan-ab gMmomdmogn gabs
3M0mab, m0dobo  3mbAmb Labgodm 3Mgbgb@ans asndsMms, Lawsi LEMMyL
sbama o bogarmMo 3mob@ngn@n doMomn Bofmoanbgb. @adabo 3mbdm sfals
bogM@eImEbm gads BoMomgdal yggms LEBLsMENm GmbJonm sedmMgama
3mabBogndo dsMoma, GmIgmoz aobznmgbomons dommme Jomds@mbgdabogal ©s
Mol sbomman Jotormm dabotdg oF 2MbgdmdL. daMomal dgmmdgm Jomdo-
&mbgdL Lodmormgds gdmggzem, aboMagdmmb bL3gEnsmamo Gobosgmgdgdom M-



NEW PRODUCTS

In respect of new product introduction, the year 2006 was a successful
one. In April, it became possible to fill in the
automatically, as well as through SMS and Internet Banking. These ser-
vices provide the user with the unique opportunities of saving time and
filling in the mobile phone balance at any time, from any place, up to the
desired amount (GEL 5 to 2000).

Starting from 10th of May, TBC Bank has introduced a new service
- allowing the user procurement of the desired car
by installment payment plan at 0% interest rate, from any car shops in
Tbilisi. The plan is also provided for purchase of a second-hand car.

In June TBC Bank introduced one more service - prompt installment
plan - . It is a prompt, flexible and easy way to purcha-
se various consumer goods. The customer is allowed to purchase the
household appliances, furniture and other customer goods directly in
the shops, without visiting the bank. The maximal amount of the “Right
today” installments is GEL 3,000 and the maximal term — 12 months.

New products have been also developed in respect of the deposits. A
completely new product - was introduced in July. It is allo-
wed to withdraw money from and to deposit it to this account at any
time, similar to the Savings account, at a high interest rate though.

As for the loans, starting from August, TBC Bank has been offering

to the young people, who had successfully passed

the national tests. The loans are issued to cover the education fees for

bachelor’s degree in Georgia for those students, who had successfully
passed the national tests.

Year 2006, was a successful year for TBC Bank in respect of plastic cards
business development. The Bank has introduced three new co-brands:
Mobile Card, TBC Cosmo and TBC Lukoil Cards.

On 23 of March, TBC Bank and MAGTI presented new joint VISA plastic
card. This was the first plastic card at Georgian market, with participation
of a bank and mobile communication company. The card is equipped
with unique features. No plastic card in Georgia had any similar functio-
ns before.

In September, the presentation of joint VISA card of TBC Bank and Cos-
mopolitan magazine was held. New and unique plastic card was presen-
ted. TBC Cosmo is an international VISA card. The plastic card with all
standard features intended for ladies only. There are no similar cards on
Georgian market. The women cardholders can take advantage of spe-
cial discounts at the increasing number of the shops of clothes, shoes,
sports, domestic appliances etc; also at the restaurants, beauty shops,
sports and medical centers.

[TBC Bank Annual Report 2006] },
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30939600l, Gobbazdmab, ggbbszdmal, Ldm@MEmmo, LagmayszbmgMgdm @g46030b
> bbgs 3omodogddn, obgzg Mgb@mEbgddn, Lomadsbab bLammbgdda, gsbamms,
L3mMEOEME-go8a%sbbacgdgm s bodgonzbm (396@Mgddn, HmMBgmms Momgbmds
380350 0dMEgds.

@0d0bo 35638 ©> gmMbarmds Cosmopolitan daMomal Me8megbndy 8mBbndzemy-
™0 0b0sbn JoMmggmo Jomdo@mbgdal 8mmbmgbgdals asmgemabbnbgdom dgemBogb.
3m3bogdgemb  Ladmamgds odsb 5 bbgoabbgs mMagobsmao ©absnbol 3gmby
doMomnEsb dgaMmbomb Baborgal Labyy@ggma VISA Electron s VISA Classic dstaomno.
doMomab dgdgbs dgbadmagdgmon asbos md@mBdMal dmmmsb, madabo dsbzolb bg-
d0b8ogH gommoasrdo.

2006 Bmolb bmgddgMmdn mndabo 356385 ©> 3MB3s6008 Mo gmEK0s”
33@MIRmmdgmgdlL Botrmmanbgl sbamo bozMgmodm dafMsmn — mndabo e 3magmo.

domomab 0dbggmmds 8amdsmgmdl 3mbabgdabs s gabosgmgdgdal bobdg-
8580, Gm3momas(z dgmdmosc abstagdmmb o8 domsmal 8gmmdgmgdds. dsm bodas-
m9ds odgm LagoMmggmmb GgFaGmnady bogsdmm BgMmEomgddn ©s mimoemals
23@madbadomo Laan®gddy doamal as8mygbgdabsl @ssgMmamb dmbabgda, Gm-
Bgmons goszame Jgbodmgdgmns mazmaolb mgabm babgegda. doMsmal sg@ow-
G0 dmbdamgdal Fgdmbgggedn, Jmogb@o s3@MIsGNMor gHmzgds 309353985380,
Mol 3M0bas 83@m8mdoema 3ggm 307.

dmbb Jmmgdol o 3001985998530 8mbsbamgmdol goMs, Mndabo e 3ma dots-
0l Igmmdgmmsmgob gdbgmadonmo goboszmgdgde 3M(3gmmgds 53&mdabbgLmsb
035330698 bbgs o Lbgs Mmdagd@gddn, BmBmgddas 56g5M03LEMEMgdLAL dofo-
00l 8gmmdgmb sbasMndby MdMmbogds absMgmmo mabbal 5%-wsb 10%-3cy.

badoamg d0Bbgbdn od@nmmmdsed msgobo dgmgagdo goBmamm. g0bs ab@gmbg3-
Bgemob 0bgm@Ba(300Dg ayMbmdom, mndabo 3s630L doMamnlb dgmmdgmgdo dotas-
098b y39madg od@omMse 04gbgdgb Lagsdmm Jbgmda HmamM(z badoMmggmman, by
boD@gaMgeMgm. m0dobo 35630L dmabBngnmo doMomgda dab dgemdgmlb Mgoemme
130658 gbmdgdb 5dmgab, Moz oM Bbmmme bamm FNmmsb dgmsmgdam doMemgdals
053589800 qbagMmbmgdsdn, 58 Jmngb@olb Mgamn® gabsbby® Lamagdgmdas
353maba@gds.



NEW PRODUCTS

TBC Bank and Cosmopolitan have selected the design of the plastic
cards taking into consideration the requirements of women. The custo-
mers can select VISA electron and VISA classic cards of 5 original designs.
The cards became available from October, at any branch of TBC Bank.

In November 2006, TBC Bank and Lukoil Georgia offered a new credit
card - TBC Lukoil to the car drivers.

The card provides a system of bonuses and discounts to the cardhol-
ders. The cardholders accumulate the bonuses with every transaction
carried out at merchandises and Lukoil gas-stations on the territory of
Georgia. For these bonuses Lukoil provides free fuel. In case of extensive
usage of the cards the client will be automatically included into the lot-
tery, with the Peugeot 307 as a main prize.

In addition to the bonuses and lottery, the exclusive discounts are pro-
vided to the TBC Lukoil cardholders at various merchandises related to
the car business. This implies returning of between 5% and 10% of the
spent amount to the cardholder’s account.

Activities in the card business yielded positive results. Based on the
information from VISA International, cardholders of TBC Bank use their
cards most extensively in the trade network, both, in Georgia and abroad.
Plastic cards of TBC Back provide significant opportunities to the hol-
ders, not only with respect of the safety, compared with cash, but they
also provide actual financial benefits to the customers.

[TBC Bank Annual Report 2006] },
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2006 Bgemo 00dobo 356330 gognggdal 8bamaddgdn d(30980L LadMagmam ao-
dmomhgmEs. sbgma Lobolb sgogda dombg 3603369mmzabos 3GimEad@gdal 3m3«y-
monbanabs s Mgomabszanl asbMEal mgombsbmnbom s ds630b asyoggdal
babg3ab gFm-gMom 360336gmmazsb Babamlb Bomdmaraqbl.

96o-gfmo sbgmo mmbabdagds, ,,30bs doMemgdal BgbBogsmn”, mndabn ds63d0
2004 Bemo@sb ©0333000ms s 339 Jgbady Bgmos, Bgmnbedn mMgg, Bomds@g-
doo be@z0gmmgds.

39bGgemal 3gfomedn 0dabo 35630l bgdobdngfa gabs dotemal dgemdgma,
bagomggmmb bagog®m s dmBLbabmMgdalb mdagd@gdda 3ofggmoagg 3gbsdgbal go-
3907980b0b 53@mBo@Ms@ 9Mmzggds BabBngarmdn s dsMemnl gsdmygbgdol dgdwmga
99695 3mggdal 3obbo. gedaMgggdmmob asdmgmgbs brgds  mo@sMgol gsmads-
3980l boggmdggemdy, Bmgmoi GabGgamob wabzgbom g@ed3dy ndstmgds.

@080bo 35630 305 BoMamgdol BabGngamgdal  bLadMndm Bmbon ymzggmmgal
3M030x3960mM35605 ©d 3ma(3e3L Bmamy babmgatastgm &umgdb, sbggy bbgs ©o
bbgs Labab gomRg@gdbs s LaRmJMgdL. mgabmgab Bgb@gamal dgwgaso madoba
33630l gnbs dotomnb 240 dgramdgmas dgnmgsbo 3Mndgda doocm. 6 5@s30s6L 3o
3bmggemomb oMbdgbsbndbsg sanmgdda dmgbsn@mmdal badgamgds dogess.

30%0 39/»301330L BIALGNIIXN “&IMN60-2006”

2006 Bemob 10 056356L 00dobo 356335 gobs dofsmgdol ggbBogamol “Gaein-
60-2006" a08sM%39dmmado  godmogmabs. 48 asdsfgggdamb dmmab  (36mdaema
aobs 08 0edmnsbo 530560l g0bsmds(s, MMBgmBsis dmsgaMn 3Mnda, GumMabdn
2006 Bemolb Bsdneiol mnd3o 085370Dg  myxsbal bgg@msb gfhmew abbgds
dmogm. 353s6x39dmmms bydgadm egamEmgds 13 0s63560L Madobo o630l meab-
3o Ro@omeo.

@080bo 35630L 30s daMdmgdab BabBogamoa “@mMnbn-2006" 1 bmgddMowsb 7
0063003009 goaMdgms. badMndm Fmben Logdame IMsgomegMmmaaba nym. dmsgstn
360bab goMs, go8sMx39dmmgdl gesg3em 2 mdMmb 3Mabo, Mmdgmos ammobb-
dmdes T 6mgddcinsb 7 0sbgMadog 00dabo 35630l gobs dofsmom @obstigmmo
@36bab 100%-0b 565D@omMgdal; 5 3gMEbmob 3Mabo — pabsGgmma msbbal 50%-ab
00 DEaMgdal, s 40 dMabgamlb 3Mobo — msbbal 30%-0b 86sdEamMmgdsl.

39LE0gsmab Bbgemgmmdal 3gMomedn m0dabo ds630L gnds damsmgdoo bagsag®m
> 3mBbobgMgdalb mdogd@gddn asbbm@zngmes 4,661 §Mabbogizos, Mo Babs
0399800 sbammmgan® 8mba(398msb dgmomgdam 117%-000 8g@ns. GMobbagzngdal
3(3mmbad 586 soolb matdy 3980 dgowgnbs. 2005 Bemal 1 6mgddtnsb 7 asb-
365807 ©0d0bo 356306 gobs doMemgddy wogndboMms PYRMm Fomsma dmmbmgbs,
30069 bobs 3gMomedn — bmgddgM-wg398d9Mdn gn@nMgdamo sbamoa dsMamgdals
MomEgbmds ssbrmgdom 63%-000 smgds@gds Babs 3gMommal badgsmm mgon®
35R396939mb.

30%0 ROLEINTIEROL BILEN3OXN

@080b0 35630L 30Ds-©abbgnrgbrab Lobogbmmm ggb@ngsma 2006 Bemob 1 3sabl
30bym o 31 0gmobedog goamdgmms. v330b@mdn madabo s630L Lamsm megabdn
39856 3980mms  @dKOmEMIdal (3909mbas gsadstims. ma@efgal gemedsdgdal
39y absbgmes 37 asdstgggdamo. sbgzg, (36mdamo asbos 08 godstiggg-
ol gobomds(z, MmBgmda dmagstin 3Mabo Imogm ©s, mxsbmsb gMmsw, 2006
Bemob 22 bggd@gddgmb 3stnbab abbgomgbodn asgda bagms.



SALES
PROMOTION

Year 2006 was distinguished for TBC Bank with numerous events held
for the purpose of sales promotion. Such events are of great significance
for promotion and distribution of products and make one of the most
important parts of the sales system in the Bank.

One of such events, VISA Cards Festival was arranged in 2004, by TBC
Bank and since then, it has been successfully arranging it twice a year,
for three years.

In the period of the Festival, any TBC Bank VISA card holder is automa-
tically included in the Festival upon the very first purchase at Georgian
trade and service facilities by means of VISA card and each payment by
means of VISA card increases his/her chances to win. The winner is re-
vealed through the lottery, arranged at the final stage of the Festival.

The range of prizes of TBC Bank VISA Cards Festival is always very wide
and includes tours to foreign countries, various vouchers and presents.
Currently 240 cardholders have already received the valuable prizes and
6 persons had opportunity to visit the different remarkable places all
over the world.

On 10th of January 2006, TBC Bank nominated the winners of “Turin
2006” VISA Cards Festival. Among 48 winners there was a lucky person
who won the main prize - tour to Turin and the opportunity to attend
the Winter Olympic Games together with his family. The prizes were
awarded to the winners on 13th of January, at TBC Bank’s office.

“Turin-2006" - VISA Cards Festival of TBC Bank commenced on the 1st
of November and ended on 7th of January. In addition to the main prize,
there were numerous prizes, including 2 Golden Prizes implying com-
pensation of 100% of the amount spent through VISA Card in the period
from 1st of November to 7th of January; 5 Silver Prizes - compensation
of 50% of the spent amount and 40 Bronze Prizes - compensation of
30% of the spent money.

4,661 transactions have been performed in merchandises by means of
VISA cards in the period of Turin-2006 Festival. This exceeds the similar fi-
gures for the previous months by 117%. The value of transactions totaled
GEL 586 thousands. In the period from 1st of November to 7th of January
2005, the demand for VISA cards was higher compared to the previous
period - number of new cards emitted in November - December is about
63% greater than average monthly rate for the previous period.

TBC Bank’s Summer VISA-Disneyland Festival was held from 1st of May
to 31st of July.

In August, the ceremony of award was held in the Head Office of TBC
Bank. 37 winners were revealed as a result of the lottery. The winner of
the main prize was revealed and on 22nd of September 2006 he left for
Paris Disneyland, together with his family.

[TBC Bank Annual Report 2006] },
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Bmogomn 3Gndab goMms a08sMxgdmmgdl gomsgiEem ©adsGgdnma 3Mnbgdo:
SONY-ab Lobeal 30bmmgs@n; 5 396bemolb 3Gabo - do3d30Lb Labgmbdg 00dabo
356330 goblbbagmo 300 533 mEamab mEgbmdal Ladsgdzm s6sdstin s 30 dGnbygsmb
360bo - Ba@abos ,,by3gMnlb” 100 mamnsbo gomhgo.

3000-©0bbgn mgbnl Ladagbymm GqbBngamoab Bbgmgmmdal 3gMomedn modobo
33630b 30D Boomgdom LagsgMm ©s dmBbabyMmgdolb mdngd@gddn asbbm@zngmes
13 200 @Mobbagzns, Mo Bobs 339980l sbommgon® 8mba39dmsb dgsmgdom
40%-000 8g@ns. GMobbag(30980L Bm(zmmmdsd 1.3 Bomomba mstin gomgnbs. ggb-
&0gzomab 36353mmmdsdn m0dabo ds630L gnbs datamgddy Mgdm Bsmsrmn Jmmbmgbs
©3g0dLoMEs, 3oMg Babs 3gMomedn — 350Ldn, 0360Lbs s ngmabida gdn@ncgdemo
sbama doMamgdol Mommgbmds 25%-000 00gds@gds babs 3 mgal sbammgan® dohgg-
bgdgmb.

30%0 306901330L BO3NEMNL BILGN3IT(

305 3oMamgdolb Dadmmab ggb@ngsmo mndabo ds63d0 2006 Bemob 15 ©g393360-
056 2007 Bmob 31 0563608y 3080bsMgmdms. 83 3gfnmmdn mndobn dab3zolb bgdab-
30960 30bs doM3m0l dgmmdgmo, GmIgmdsi  asdmoygbs dsMsma bagstimggmml
bogogem o dmaLabyEgdol mdagd@gdda, asbws @gb@ngamal dmbsbomg, bemenm
0boBo, 3063 o4300L 3gMomdn dgndobgl daMsmgda ,,m0dabo 3Mb3m™ ©s ,,0080bL0
mg3moen”, 53@mBogaMmow 3mbgwbyb as0msdsdgdsdn 10 Jamoo.

3500359980b dmagaMn 3Mnbo agm mE3o(30060 bagdyHn MmPdn gMmo 330M00.
ao6©s 530bs, godaMx3gdmmgdl asegEem: 5 g3gMEbmab 3Maba — ,,0Mmmendal”
basmgda, 20 dGabygsmb 3abo — 200 momasbo gomhgma domsbdagdda ,,d94ba”, ,,09-
Bg@mba”, ,,mogmb@s”, ,,303m” s ,,Lobmga”

Bodoolb Bgbgngamob 3bgmgmmdol 3gMomedn mndabo 3s630L 30Ds dofsmgdom
bogogm o 8mababagmgdal mdogd@gddn gobbmMzngmes 19 000  §@sebbagzns,
@53 Bobs mgggdal sbommann® dmbo(3g8meb Bgwamgdom 60%-00 Fg@os. GEsb-
Bog(30980b m(zmemdsd 2.2 domombo maMo dgomgnbs. asMes sdabs, ggb@ogsmal
396353mmd530 00d0bo 5630L BogH 980G nMgdnmo sbama dotamgdal Momogbmdsd
ssbmmgdom 35%-00 gossgsmds Babs 3gfnmeal sbsmmann® 35R3969gwmb.

0103060 35630L 96336:I3NL LY3IIMKRBMABM dIBNY: +2%

2006 Bgemb ondabo 35630L 3Hm@]8gdab Bsdabamabgdgmo sgi0gdol (303l 3o-
©93 9fon bosbeng 89g3s8s: 15 Lyd@gddmowsb 30 bmgddmadwmyg, sbsdfMgdol Lndsy-
mofgdol 80Bbom, 356330 Ro@omms ,,0608M90b bodgdmeamdm sgins™.

5g300b 3gFnm@3n m0d0bo dab3ol sbsdMgddy 8658wy sMbgdmmoa LadGm(zg6@m
35653390980 2%-00 gondaMs mamdyg asbbboma 565393l dgdmbgggedn. mmam-
Lo o 93Mmdn aobbbom 565dM93L 3o 1%-00 8g&n cmsbbs wsgMosbs. godHmnma
La3EM(396@™ gobs3ggmgdo Bggbm “gonsb 8bsdsML”, safgmgy 96s0EgdL: “gons-
bot+” s “Bgdn Lgngga”.

35M©s> 530bs, 3g300b 3gMom@dn 3060dnd 4.000 ©mEsmol/g3emb mEgbmdom
aobbbomo gonsbo 36536930l Ignmmdgmgdl madabo ds633s LohmdMow gowabss
®963Bmngmmdab adrmggaal 3s39@0, HmMBgmas 0m35mabBabgdl 24 boscnsb bs@g-
mogmbm badgmn306m JmbLmmEBo30sl, mgsbol gdndal 8mdLabymgdsl, LabBMsgm
badga(306m, IML3aGsmNEM s SBdYmoGmMManm dmababa@gdsl, satgmgy, Jgwmogs-
3968 760b ag0bs6LgdsL. 3653MYdal badgdmmamdm sginnl dgmgase, mndobo dsb-
30b ©g3mDa@gdalb 3mmBangmo 31 omombo mamam ganbomms.



SALES
PROMOTION

In addition to the main prize the winners received: SONY domestic
theatre; 5 silver prizes — Child’s Deposit of $300 at TBC Bank in the name
of a child; and 30 bronze prizes - GEL 100 vouchers of “Super” Shop.

In the period of Summer Disneyland Festival, 13 200 transactions have
been carried out in the merchandises using Visa cards. This indicator is
40% higher as compared to the similar figures for the previous months.
The total value of transaction totaled GEL 1.3 min. In the period of Festi-
val, the demand for VISA cards was higher as compared to the previous
period - number of new cards emitted in May — June - July is about 25%
higher as compared to the previous 3 months’ period.

TBC Bank Visa Card Winter Festival was held in the period from 15th of
December 2006 to 31st of January 1007. In this period any VISA card hol-
der, who used his/her card at any merchandise of Georgia became the
participant of the Festival. Besides, those who bought “TBC Cosmo” and
“TBC Lukoil” during the period of this event were automatically included
with 10 points.

The Main prize was one week tour to Rome for two-persons. In addi-
tion, there were: 5 silver prizes — “Arttime” watches; 20 bronze prizes
- GEL 200 vouchers for use in “Mexxi”, “Benetton”, “La-Costa”, “Chico”
and “Sisley”.

In the period of Winter Festival, 19 000 transactions have been carried
out in the merchandises using Visa cards. This indicator is 60% higher as
compared to the similar figures for the previous months. The total value
of transaction totaled GEL 2.2 min. In the period of Festival, the demand
for VISA cards was higher as compared to the previous period - number
of new cards emitted in the festival period is about 35% higher as com-
pared to the previous 3 months’ period.

In 2006, one more event was added to the usual TBC Bank’s product
promotional activities: with the purpose of stimulation of deposits, the
Bank conducted “Deposits Fall Event” in the period from 15th of Sept-
ember to 30th of November,.

In the period of this event, the interest rates for TBC Bank deposits was
increased by 2% for deposits in GEL, and by 1% for deposits the USD and
EURO. Increased interest rates applied to the “Term Deposits”, also to
“Term Plus deposits ” and “My Safe”.

In addition, in the period of this activity, TBC Bank provided the hol-
ders of deposits with at least 4,000 USD / EURO worth health insurance
packages, covering 24 hours phone medical consultations, services of
the GP, emergency hospital and ambulatory services, as well as the me-
dicaments. As a result of the Fall Event, the Deposit Portfolio of TBC Bank
grew by GEL 31 min.

[TBC Bank Annual Report 2006] },
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BNBN3IAH0 306330L LOY3GIRNGM 3MILOLIHIdY

2006 Bgemo m0dobo 8s630bmgal bamBs@gdmma ogm gabdognmo 3ogdal s 36g-
0960l 3bMog. 860d3bgmmgba gsndafms 3gMdm 30Mgddg asigdamo Lybbgdo
MmgmM3 Momgbmdmaga, aby dmEmmmdomn mzgsmbsdeoboo.

2006 Bemob dmemb gaboga® 306gddy goigdama Lybbgdal 3mGEaggmds 140
domomb ™Mb gomssgatds. 330m 3mMGHgmolb Imgmmmds 83%-0m, bmmm goig-
dgmo bgbbgdolb Mamegbmds 56%-00 gonbeMms. 50b0dbymo doRzgbgdmgdal do-
mbg3s gobbmmsngmes LogMgodm d3mMGBgmal dsmamo bamabbolb dgbsthabydal
306mdgddo.

2006 Bgemo godmomfgmes sbamo LagMgodm 3Gmead@gdol ©ebgmagal dbn-
35G- 39MdmE, dodsh anbyMas LEMIbE Mo Lgbbgdo s asbzswgdgda. 860d-
369emm3bo@ onbggbs LEdmAbIsEgdmm ©s n3mmggnma Lgbbgdgdal doMmdgdo ©s
3O (390M930(3.

sbamo  ba3Mgo@m 3MmEnd@gdobs ©s gobobmgdmma 30Mmdgdal  Ladwmsmg-
doom dgbadmgdgma aobes Ngcm geom bgadgb@ob ozMgEn@gds, cmd3s, 8353
OOMMESE ©0E0 YMsmgds gd3age LdgMgadm Mabzgdalb Lbmmawn dggsbydsl
3mBGBgmal bamabbolb 80bomgd mbydg dgbseRnbgdol dnbbao.

2006 Bgemb LogBmsdmEobm Laggobabbm gmE3mEszoal (IFC) &gdbogmeo abds-
6gdom asbbmMz09mEs 6 mg0sba 3Mmgd@o. o8 3Mmgd@olb gemamgdda 3603369~
mmgba ©sabzgbs Lybbolb as3g80b 3Gm(3gLgdo ©s LagMgaG™ Mab3gdal dstmgal
399060v3gd0. 8904865 LagMgmodm bgmEnbaal dmegmgdo Lbgasbbgs bogMgoa@m
36mEqd@gdabmgal. 2007 Bgmb gobbmmngmogds Lm@abaol 8mogmgdol ©sbg-
335 Mgoma@ Mggnddn,  dgogas 3o 3d(30em oo aRdsMmgds bgbbol asgdab
36m39b0, 9xucm dsmsm ©mbydg 0gbgds dgbadmgdgmoa 3bgbbgdmgdmeb ©sjsgdo-
G900 bsgMgoodm Mabigdal dggsbygds.

2007 Bgemb onbgMggds 3Gmamedama qdMmbggmymaess, Mmdgmai dmgs3gdL
badmamgdsl asdmgaygbmom aobozbegdol  dydsggdabs ©s bgbbgdolb Bmbogm-
60bg0b g@cem dmdbammo 89dsbabdgda. sbgma babal 3Bmamsdnmo «dEnbggmym-
3o ®0dabo 35630L 3emagb@gdabsmgal 3owgs NBGM 3M3gmEEGMmL gobrol bgbbal
3780l 3Gm(39Lb.

LOAN PORTFOLIO STRUCTURE

Credit Cards
Ls3MgEnGm dsGsmgda
5.4%
Gold Pawn
La3oemm mMIBsn
POS Loans 5.3%

35633093
5.6% \

Consumer Loans
Ls3dm3bIsFgdemm
Lgbbgdo

26.9%

Mortgage Loans
03mog g bgbbydo
56.8%



RETAIL CREDIT
PORTFOLIO

The year 2006, was successful for TBC Bank from the view of allocation
of credits for natural persons as well. Quantity as well as volume of loans,
issued to private persons have increased significantly.

By the end of 2006, portfolio of loans, issued to natural persons excee-
ded 140 million GEL. Thus, the volume of portfolio has increased by 83%,
and the quantity of issued loans - by 56%. The achievement of the men-
tioned indicators took place in the conditions of maintenance of high
quality of credit portfolio.

The year 2006, was distinguished in relation to the introduction of new
credit products as well. In particular, students’ loans and payment by
installments were introduced last year. The conditions and procedures
of consumers’ and mortgage loans were significantly improved.

New credit products and renovated conditions made it possible to
provide credits to wider segment, though great attention is paid to pro-
per assessment of credit risks with the purpose of maintenance of the
quality of portfolio on acceptable level.

With the technical assistance of International Financial Corporation
(IFC) 6-month project was implemented in 2006. Within the framework
of the project the procedures of issue of loans and credit risk control
mechanisms were significantly improved. Credit scoring models were
established for various credit products. During 2007, the scoring models
will be implemented in real mode, which will result into facilitation of
loan issue process, and the assessment of credit risks related to potential
borrowers will be possible to perform on higher level.

In 2007, software will be implemented, which will enable us to use
more flexible mechanisms of application processing and loan monito-
ring. Such software will make the process of taking loans more comfor-
table for the clients of TBC Bank.

[TBC Bank Annual Report 2006] },
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2006 Bmols g06353emmdadn 360336gmmaabo mbabdngdgda as@eMms mndobo dsb3-
30 2Mbgdmmo 3MmaMednmo bob@gdgdalb &gdbognMo s BMbdambomamn ©sb-
3960b 808sMoamgdoom. gonbaMs nbgm@dssammo bob@gdab babBMogy s 3o330-
69800 bandgommds.

356bmA30mgdnm  §gdbmmmann® mmbobdagdsms Bmeinl gobbsgmmmgdoo owm-
bo6ndbogns ab god@n, MM mbos Mganmbarnm gamosmgdmsb bsgmdmbogazam
bobgdab Landgmmdal gobdMws. Fomosmgdmsb gondstims mn 3Mmgzangmab boba
- gm0 M3G0gMa, bmmm gmeg mzedgmm 3mBnbogszonm. gb agedmagslb badamsmy-
dab 3ogbodsern@an ogndmgamo msga Mganmbgdda 3mdnbagszgdam godmbggmmo
3989Mbgdgdabash.

8603369mmm3z5605, M3 Mdarabol yggms gamosmadog Rsnm m3@ngadn babgdo,
350806ms domarn bobBMoggal 3mBmbogs30gd0. Gomnsmagda Boformm adbgb M-
0056 mmgoma® Jbgmdo ®daemabol 8ab3@edom, Mo 85MBggdl nbgrm®dsznal
a5(33mmab mggabgdl dmenb.

ga0mboermn gomosmgdo goeaygsboma odbs Windows 2003 Terminal fg¢033o.
280l 399390 H9a0mbar M Gamosgddn smaM 0babgds Ladsbzm  abgm™dszns.
0bgm@3a(300b s3n3039ds brgds (396@Mamadgdama, Fsmambandgom G9mdabs-
e byMzgmdg. 3609369mm3bo g08sME03ms Mmoo G9b0zmMn 3GmMdmadg-
d0b obBobzagmn as8mbBmMgds s nbgm®mBaznalb dgbabzal Mbogmmbmgds.

35b30b Fmbo3g8ms 3oDgdob (396@Marmnbszns 2006 Brol gfo-gMmn 860d36gemm-
3560 BomBgges. (396@Mamnbgdamo dmbazgloms dobs ydomdl IBM-ab dsmseban-
3gom LgMggfmm 3msb@g@bs s EMC2-0b gm@3mGsgonmo 3msbol ©obgn® do-
boggddy. mobEgmob gfmn LyMzgn s EabimMa Babnga gobmagbrs edmEMgdamm
bamgdgMzm bgFggFme (39680, Moz 3ggbadodgds Bamambsondgom (3968 Momady-
demo bob@gdgdal gdb3mms@sanl bagfmadmmabm 3Msod@ngsb.

3508560 35b30L Jmen-(396@F0 > Mdomoabob yggms gomoasea BogMomm gHmnsb
3MO3mEsGomm badgmgnmbm bab@gdsda. sdabmgol asdmygbgdmm 0dbs 3m33s6as
Alcatel-ob 3mE3mGaogommo bodgmgmmbm baan. v8ysds@ ®daemabal mgabgdl
3mEnb 3033060 beMz0gmegds Bns Ladgmggrmbm DaMgdal 893g39mdoo. 3 §g-
Jbmeamaon®@8s goabyzg@nmgded assdsM@ngs mayabgdlb dmeiolb jmBmbagsios ©s
a0boEs MbogMmbmgds. Moz Jmogatos, gMmnsbn Jmm-(396@M0b 8gdggmdao go-
35MB0g0s Jmngb@ol 3m3nbogazos 3sb300s6.



INFORMATIONAL
TECHNOLOGIES

During the year 2006, significant activities have been performed for
technical and functional improvement of software systems in TBC Bank.
The speed of operations of information systems and reliability of the
links were improved.

Among technological measures taken special attention should be paid
to the fact that the reliability of communication lines with the regional
branches was significantly increased. Two provider lines have been ins-
talled - one optical line and another — wireless communication line. This
allows us to minimize the delays due to communications in the regions.

Itis very significant that optical lines have been installed in all the bran-
ches in Thilisi; this allowed high speed communications. The branches
were connected to unified local network at Tbilisi level, which improves
the process of exchange of information between the branches.

Regional branches were transferred to Windows 2003 Terminal mode.
As a result, bank information is no longer kept in the regional branches.
Information is being processed in central level, on the highly reliable ter-
minal server. Providing of remote recovery of local technical problems
and information storage safety is significantly improved.

Centralization of the Bank databases is one of the most significant
achievements of the year 2006. Centralized database operates with hig-
hly reliable IBM server cluster and EMC2 corporative class disk arrays.
One server and one disk array were located in the remote reserve server
center, which corresponds to international practice of operation of cen-
tralized systems of high reliability.

Call-Center has been started in the Bank and all branches in Tbilisi
were switched in the unified corporative telephone system. For this pur-
pose the Bank has used the telephone station of the company Alcatel.
Currently telephone communications between the offices in Thilisi is
provided via internal calls. This technological solution facilitated com-

munication between the offices and improved the safety. What is even
more important, unified Call-Centre improved communication of the
customers with the bank.

[TBC Bank Annual Report 2006] },
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@080b0 33630 30BBgL bybbgdal d3mAEERIMmO ©s mngbBgdal Mommgbmds ymag-
mBmom@oe 0dMEgds. 580l dsMamgmasm, d3mMEBgmab baMmabbobs ©s ©s3Mg-
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CREDIT SERVICES FOR
CORPORATE CLIENTS

TBC Banks business loans portfolio and the number of clients increa-
ses every year. At the same time, with the purpose of improvement of
the portfolio quality and analysis of crediting, the Bank’s structure and
working methods are being developed.

By the end of 2006, the sphere of corporate clients crediting was pre-
sented by two main directions:

Large and middle size businesses
Small and micro-businesses

In the first direction in 2006, TBC Bank achieved quite good results,
as the data related to the loans issued for large and middle businesses
prove.

In 2006, loans credit portfolio of TBC Bank has increased by 62% and
by December 31 exceeded GEL 450 miIn. Business loans make 76% of
total portfolio.

From the qualitative point of view the credit portfolio deserves high
appraisal as well: the ratio of past-due loans in total portfolio is 1,7% and
average rate of reserve - 2,8%;

According to business spheres, the portfolio is quite diversified and
evenly distributed among services, wholesale and retail trade, manufac-
turing and construction.

With the purpose of better concentration on small and micro-business
segment, the relevant group has been established and individual me-
thods of financing have been developed in the Bank in 2006. In this re-
gard, one of the most important factors is the centralized management
of regional branches fro the head-office, which improves the quality of
communication and provides opportunity for rendering more effective
and integrated service to clients.

Following to the high speed of portfolio increase, with the purpose of
its efficient management, the structures of the Bank’s Head Office were
developed in the following directions:

Management of crediting policy and procedures
Portfolio risk management
Controlling

In 2006, TBC Bank has significantly developed its activities in the di-
rection of bank guarantee services as well. By the ond of the year invest-
ments made GEL 129,1 mln, exceeding he previous year by GEL 97 min.
Average period of guarantees is 16 months.

In 2007, TBC Bank plans to significantly increase the portfolio alongsi-
de with maintenance of its quality.

[TBC Bank Annual Report 2006] },
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CREDIT SERVICES FOR
CORPORATE CLIENTS
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“It's pleasant to have relations with TBC Bank,
because, above all, | can always

get aesthetic, emotional and intellectual
pleasure there and feel that

my bank is on my side”
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SOCIAL
RESPONSIBILITY

TBC Bank formulated its strategy with respect of social responsibility. Bank
management shares and recognizes this strategy. It implies implementation
of the long-term projects in social and cultural areas oriented at develop-
ment of these fields in the long run, achievement of specific results, mainte-
nance and protection of cultural and national values.

Below is presented information on some of the major projects implemen-
ted in 2005 by TBC Bank.

High social responsibility is still one of the strategic directions of the
activities of TBC Bank. It has become the major factor for determination
of its corporative credo and culture for years.

In 2006, the Bank implemented significant projects in social, cultural
and public spheres, launched number of long-term projects and actively
continued implementation of the projects commenced in the previous
years.

General data of TBC Bank'’s charity activities are as follows:

For year 2006, TBC Bank has spent GEL 630 thousands for charity pur-
poses, in particular:

GEL 153 thousand were spent for restoration and improvement
works of Georgian churches and monasteries;

In 2006, TBC Bank spent GEL 156 thousands for funding of social pro-
grams and social allowances;

GEL 247 thousands were spent for support of cultural events (folklo-
re, literature, classic music etc.);

TBC Bank has spent GEL 40 thousands for funding of education of
young people in need.

In 2006, in respect of charity actions TBC Bank gave special priority
to the restoration of historical and architectural monuments. In the be-
ginning of the year, Bank started financing several important projects,
among them:

Construction of the Cathedral in Dmanisi;

Restoration of the historical Cathedral in Poti;

Construction of Svetitskhoveli belfry;

Reconstruction and equipment of the Convent in Poka;

Equipment (provision with heating system) of St. Nino’s Convent in
Bodbe;

Restoration of Kodori St. George monastery.

Restoration of historical and architectural monuments has become a
tradition for TBC Bank. During the last few years, bank has financed res-
toration of Poka Monastery, construction of Svetitskhoveli’s church bell
tower, reconstruction of Tbilisi State Conservatoire, Museum of Lado Gu-
diashvili and other projects.

“TBC Bank will always conduct its
activities transparently.

It will be a company with high social
responsibility, supporting national
and cultural values”

A quote from TBC Bank Vision

[TBC Bank Annual Report 2006] },
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SOCIAL
RESPONSIBILITY

On 21 of May 2006, the Fourth Ceremony of SABA Award was held in
the Head Office of TBC Bank.

“SABA”" - a prize annually awarded in 8 nominations in literature, was
established by TBC Bank in 2003. For 4 years the award has achieved
the status of the most prestigious and popular award in Georgia among
other awards of similar type.

Every spring the literature processes of the previous year are assessed
and the best works are awarded in following nominations:

The best fiction collection of the year

The best poetry collection of the year

The best novel of the year

The best translation of the year

The best debut of the year

The best play of the year

The best critics, essay and documental fiction of the year

Award for special contribution to development of Georgian
literature.

The Writers' Association “Georgian Pen-Club” and Broadcasting com-
pany “Rustavi 2" are co-founders of the event. The best works of the year
are determined by the competent jury of 7 members. The winners recei-
ve significant monetary prizes together with the special awards.

Annual folklore awards “BANI” was founded in May 2006 by JSC TBC
Bank and “Georgian Glass and Mineral Waters Company”. Its purpose is
contribution to maintenance of Georgian folklore and its popularization.
This is unexampled wide-scale competition covering all regions and vi-
llages of Georgia, including Saingilo.

Famous folklore musician-performers Jemal Chkuaseli and Anzor Er-
gomaishvili are also initiators and founders of the Competition.

In 2006, “BANI” competition was conducted in the category the Best
Signing Family. Jury of 5 members included: Jemal Chkuaseli, Anzor Er-
gomaishvili, Gomar Sikharulidze, Temur Qevxishvili, Gia Bagashvili.

Final ceremony of folklore “BANI“ awards was held in December. The
best 22 singer families from 9 regions of Georgia were comprised and
received monetary awards. These families were the best performers of
their folk songs.

[TBC Bank Annual Report 2006] },
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SOCIAL
RESPONSIBILITY

For the last two years, the building of Head Office of TBC Bank, in addi-
tion to the functions of leading financial institution, has also been suc-
cessfully fulfilling the functions of one of the cultural centers of Georgia.
Every month there are held a number of cultural events, including pre-
sentations of the books, art and photo exhibitions, presentations of new
films and music, art soirees etc.

About 50 cultural events were held there in 2006. Thousands of people
have attended these events. All these significantly contribute to popula-
rization of Georgian art.

SOCIAL PROGRAMS

In 2006, TBC bank has financed the program implying mammographic
check-ups for 1000 women patients.

In particular, the Institute of Medical Radiology and TBC Bank have de-
livered free mammographic and ultrasonic examination to 1000 women
with breast problems.

In June 2006, TBC Bank took decision to finance the tuition fees for the
students from Zemo Abkhazia and Tskhinvali regions.

Upon completion of the national examinations there were identified
top 10 students whose fees was funded by TBC Bank. Out of 10 students,
five come from Zemo Abkhazia and five from Tskhinvali region.

For last two years TBC Bank provides financial support to the foun-
dation "Pirveli Nabiji” (The First Step) thus providing assistance to the
handicapped children in Georgia.

Foundation “Pirveli Nabiji” offers the children and their parents social
and medical services, including education, development, returning to
their families, dwelling (in case of children deprived of parents’ care).

Some of these children live in the family-type cottages, in “Children’s
Villages”. These children are deprived of parents’ care. Some of the chil-
dren are from the families living in Tbilisi. It should be noted that there is
a category of children in Thbilisi, to whom none of such type of institutio-
ns provide these services.

[TBC Bank Annual Report 2006] },
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SOCIAL
RESPONSIBILITY

Last year TBC Bank became one of the donors and supporters of the
“Green House"” - establishment for the children with psychological pro-
blems. Bank will provide support to “Green House” in a form of monthly
grants.

Project “Green House” will deliver psychological services to the pa-
rents and their children, with the purpose of prevention and treatment
of psychic and psycho-somatic disorders and mood disorders. From
2006 the Project will be funded by TBC Bank and foundation “Global
Initiative in Psychiatry”. It will be implemented by the “Association of
Psychotherapists and Clinical Psychologists of Georgia”.

Last year TBC Bank took part in one more educational-social program.
This Project will provide education funding for the talented young
people who cannot afford studying in ESM-Tbilisi — one of the most pres-
tigious and expensive higher education institutions in Georgia.

This Project commenced in February. The students were selected in
September through competition. TBC Bank will provide funding for their
education to obtain the bachelor’s degree.

In 2006, TBC Bank was still actively providing material support to the

people diseased with multiple sclerosis. Bank commenced implemen-
tation of this social program in 2002. Since than TBC Bank has been an
official partner and financial donor of the “Society of the People with
Multiple Sclerosis”.

The goal of the Society is to provide free medical aid, treatment and
rehabilitation to the people suffering from multiple sclerosis. Through
the Organization, TBC Bank provides free medical consultations, diag-
nostics, medicines, etc. for the patients with hard social conditions.

Partners of TBC Bank in the “Society of People with Multiple Sclerosis”
are several international organizations. TBC Bank views its cooperation
with the Society as long-term and will continue its support in 2007.

For the last two years TBC Bank has been providing funding for the
free food facilities located in Vazisubani, Thilisi, which offers free food
to the socially vulnerable poor elderly people. Bank provides assistance
to this facility in the form of monthly grants and ensures its functioning,
which is of critical importance for hundreds of elderly people.

[TBC Bank Annual Report 2006] },
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STATEMENT OF MANAGEMENT’S RESPONSIBILITIES FOR THE PREPARATION
AND APPROVAL OF THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006

The following statement, which should be read in conjunction with the independent auditors’ responsibilities
stated in the independent auditor’s audit report set out on pages 2 and 3, is made with a view to
distinguishing the respective responsibilities of management and those of the independent auditors in
relation to the consolidated financial statements of Joint Stock Company TBC Bank and its subsidiary (the
“Group”).

In preparing the consolidated financial statements, management is responsible for:

Selecting suitable accounting principles and applying them consistently;
Making judgements and estimates that are reasonable and prudent;

Stating whether IFRS have been followed, subject to any material departures disclosed and explained
in the consolidated financial statements; and

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

Management is also responsible for:

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

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

Maintaining accounting records in compliance with legislation;
Taking such steps as are reasonably available to them to safeguard the assets of the Group; and
Detecting and preventing fraud and other irregularities.

The consolidated financial statements for the year ended 31 December 2006 were authorised for issue
on 4 April 2007 by the Management Board.

On behalf of the Management Board:

General Director NI T Depugy General-Diss
Vakhtang Butskhrikidze Paata Gadzadze

4 April 2007 4 April 2007
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INDEPENDENT AUDITORS’ REPORT
To the Shareholders of TBC Bank Group:
Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Joint Stock
Company TBC Bank (the “Bank™) and its subsidiary (the “Group”), which comprise the
balance sheet as at 31 December 2006, and the income statement, statements of changes in
equity and cash flows for the year then ended, and a summary of significant accounting
policies and other explanatory notes.

[TBC Bank Annual Report 2006]

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

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

An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

Member of
Audit. Tax. Consulting. Financial Advisory. Deloitte Touche Tohmatsu
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Deloitte

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

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects the
financial position of the Group as at 31 December 2006, and of its financial performance and
its cash flows for the year then ended in accordance with International Financial Reporting
Standards.

Peloitte 5 Jouche

4 April 2007



TBC BANK GROUP

CONSOLIDATED INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2006
(in Georgian Lari and in thousands)

Notes Year ended Year ended
31 December 31 December
2006 2005
(restated)
Interest income 5,27 92,607 54,389
Interest expense 5,27 (39,346) (17,627)
NET INTEREST INCOME BEFORE PROVISION FOR
IMPAIRMENT LOSSES ON INTEREST BEARING ASSETS 5 53,261 36,762
Provision/(recovery of provision) for impairment losses on interest
bearing assets 6 (9,942) 7,047
NET INTEREST INCOME 43,319 43,809
Net gain on foreign exchange operations 7 9,735 5,740
Fee and commission income 8 17,891 14,211
Fee and commission expense 8 (4,484) (2,224)
Net loss on subsidiaries (23) -
Net realized gain on investments available-for-sale - 4,659
Net gain on investments held-to-maturity 117 -
Share in losses of associates (932) (14)
Dividends received - 14
Other income 2,627 1,296
NET NON-INTEREST INCOME 24,931 23,682
OPERATING INCOME 68,250 67,491
OPERATING EXPENSES 9 (32,750) (24,520)
OPERATING PROFIT 35,500 42,971
Provision for guarantees 6 (970) (216)
Provision for impairment losses on other transactions 6 (4,630) (744)
PROFIT BEFORE INCOME TAX 10 29,900 42,011
Income tax expense (7,319) (7,314)
NET PROFIT 22,581 34,697
Attributable to:
Equity holders of the parent 22,471 34,697
Minority interest 110 -
22,581 34,697

On behalf of the Management Board:

34

?/)73'—’%/"

General Director ~ Depyty Genegat-Pireeto
Vakhtang Butskhrikid: Paata Gadzadze
4 April 2007 4 April 2007

The notes on pages 9-49 form an integral part of these consolidated financial statements. The Independent Auditors’

Report is on page 2-3.
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TBC BANK GROUP

CONSOLIDATED BALANCE SHEET
AS AT 31 DECEMBER 2006
(in Georgian Lari and in thousands)

ASSETS:
Cash and balances with the National Bank of Georgia
Loans and advances to banks
Derivative financial instruments
Loans to customers
Net investments in finance leases
Investments available-for-sale
Investments held-to-maturity
Investments in associates
Property and equipment
Intangible assets
Other assets

TOTAL ASSETS
LIABILITIES AND EQUITY

LIABILITIES:
Loans and advances from banks and credit institutions
Derivative financial instruments
Customer accounts
Provisions
Current income tax liabilities
Deferred income tax liabilities
Other liabilities

Total liabilities

EQUITY:
Equity attributable to equity holders of the parent:
Share capital
Share premium
Other reserves
Retained earnings

Minority interest
Total equity
TOTAL LIABILITIES AND EQUITY

On behalf of the Management Board:

174

General Director~ 7*
Vakhtang Butskhrikidze

4 April 2007

Notes 31 December 31 December

2006 2005

(restated)
11 197,425 94,373
12 49,630 70,466
13 4,561 2,985
14, 27 574,193 369,404
15 15,079 8,367
16 4,602 203
17 50,253 7,088
18 462 843
19 51,254 36,671
20 543 346
21 11,733 5,765
959,735 596,511
22,27 264,266 98,528
13 3,383 1,592
23, 27 552,168 380,270
6 2,061 1,091
1,800 4,831
10 2,289 2,872
24 13,154 7,539
839,121 496,723
25 5,385 5,385
4,715 4,715
10,003 10,003
100,156 79,685
120,259 99,788
355 -
120,614 99,788
959,735 596,511

DeputSGeneratBirector

Paata Gadzadze

4 April 2007

The notes on pages 9-49 form an integral part of these consolidated financial statements. The Independent Auditors’

Report is on page 2-3.



TBC BANK GROUP

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2006

(in Georgian Lari_and in thousands)

31 December 2004

Share capital increase of:
-ordinary shares
~-preference shares
Gains on revaluation of property and
equipment .
Gains transferred to income statement
on sale of available-for-sale
investments

Dividends declared on
-ordinary shares
Net profit

31 December 2005 (restated)

Dividends declared on

-ordinary shares
Net income attributable to the
Minority

Loss on sale of shares
Sale of shares
Net profit

31 December 2006

On behalf of the Management Board:

3%

Attributable to the equity holders of the parent
Share Share Invest- Property Retained Total Minority Total
capital premium ments and earnings interest equity
available  equipment

for sale fair revaluation
value reserve
reserve

5,385 4,715 3,498 1,277 46,488 61,363 - 61,363
641 - - - - 641 - 641
(641) - - - - (641) - (641)
; ; - 8726 - 8726 - 8,726
- - (3,498) - - (3,49) - (3,498)
- - - - (1,500) (1,500) - (1,500)
- - - - 34,697 34,697 - 34,697
5,385 4,715 - 10,003 79,685 99,788 - 99,788
- - - - (2,000) (2,000) - (2,000)
- - - - - - 110 110
- - - - - - 23 23
- - - - - - 222 222
- - - - 22,471 22,471 - 22411
5,385 4,715 - 10,003 100,156 120,259 355 120,614

General Director 7
Vakhtang Butskhrikidze

4 April 2007

DeputW
Paata Gadzadze

4 April 2007

The notes on pages 9-49 form an integral part of these consolidated financial statements. The Independent Auditors’

Report is on page 2-3.
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TBC BANK GROUP

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2006
(in Georgian Lari and in thousands)

CASH FLOWS FROM 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 flows from operating activities before changes in
operating assets and liabilities

Changes in operating assets and liabilities
(Increase)/decrease in operating assets:
Obligatory reserve with the NBG
Loans and advances to banks
Loans to clients
Other assets
Increase/(decrease) in operating liabilities
Loans and advances from banks and credit institutions
Customer accounts
Other liabilities

Cash inflow from operating activities before taxation
Corporate income tax paid

Net cash inflow from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of derivative financial asset
Purchases of investment held-to-maturity
Proceeds from sale of investment available-for-sale
Purchases of investment available-for-sale
Net investment in finance lease
Proceeds from investments in associates and subsidiaries
Purchases of property and equipment
Proceeds on sale of property and equipment
Purchases of intangible assets

Net cash outflow from investing activities

Notes Year ended Year ended
31 December 31 December
2006 2005
89,501 53,038
(33,194) (15,129)
18,981 14,211
(5,686) (2,224)
9,694 6,210
2,631 1,054
(16,794) (14,200)
(8,364) (10,144)
56,769 32,816
(22,477) (11,056)
18,759 83
(212,355) (149,214)
(7,355) (384)
161,451 57,813
170,033 94,196
295 (727)
165,120 23,527
(10,933) (2,290)
154,187 21,237
- (1,147)
(42,791) (3,978)
- 9,344
(5,331) -
(6,582) (5,076)
603 -
(19,956) (7,636)
310 -
(326) (85)
(74,073) (8,578)




TBC BANK GROUP

CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2006 (CONTINUED)

(in Georgian Lari and in thousands)

CASH FLOWS FROM FINANCING ACTIVITIES:
Dividends paid

Net cash outflow from financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS
Effect of changes in foreign exchange rate on cash and cash
equivalents

CASH AND CASH EQUIVALENTS, beginning of year
CASH AND CASH EQUIVALENTS, end of year

On behalf of the Management Board:

34/

General Director ~~ 7~
Vakhtang Butskhrikidze

4 April 2007

Notes Year ended Year ended
31 December 31 December

2006 2005

(2,000) (1,500)

(2,000) (1,500)

78,114 11,159

41 (597)

11 89,030 78,468
11 167,185 89,030

Deputy
Paata Gadzadze

4 April 2007

Geerat-Birector—

The notes on pages 9-49 form an integral part of these consolidated financial statements. The Independent Auditors’

Report is on page 2-3.
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TBC BANK GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006
(in Georgian Lari and in thousands, unless otherwise stated)

1. ORGANISATION
Joint Stock Company TBC Bank (the “Bank™) is a joint stock company, which was incorporated in
Georgia on 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.
The registered address of the Bank is 121 Rustaveli Street, 383720 Borjomi, Georgia.
The Bank had 794 employees at the end of 2006 (2005 - 667).

As at 31 December 2006, the Bank had the following shareholders:

Shareholders 2006 2005
Ownership Ownership
interest, % interest, %

International Finance Corporation 30.95 30.95

TBC Holdings LTD 21.67 25.00

Liquid Crystal International 20.10 20.10

Deutshe Investitions and Entwicklungesellschaft mbH. 13.33 10.00

David Khazaradze 6.58 6.58

Badri Japaridze 5.51 5.51

George Kekelidze 1.84 1.84

Mamuka Khazaradze 0.02 0.02

Total 100.00 100.00

The Bank is a parent company of the banking group (the “Group”) which consists of the following
enterprises:

The Bank ownership

interest
Name Country of incorporation 2006 2005 Type of operation
JSC TBC Leasing Georgia 90% 100% Finance leasing
TBC Broker LLC Georgia 100% 100% Securities market
transactions
UFC International Limited Georgia 80% 40% Plastic card transactions’
processing

TBC Broker LLC (100%) and UFC International Limited (80%), subsidiaries, are not consolidated into
the consolidated financial statements due to the immateriality of their financial statements.

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.

These consolidated financial statements were authorized for issue by the Management Board on
4 April 2007.



TBC BANK GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006 (CONTINUED)
(in Georgian Lari and in thousands, unless otherwise stated)

2. BASIS OF PRESENTATION

Accounting basis

k)&

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

These 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 the measurement at fair value of certain financial instruments and
measurement of buildings at revalued amounts according to International Accounting Standard (“1AS”)
No. 16 “Property, Plant and Equipment”.

[TBC Bank Annual Report 2006]

The preparation of financial statements in conformity with IFRS requires management to make
estimates and assumptions that affect the reported amount of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the 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 provisions for impairment losses
and the fair value of financial instruments.

Key assumptions
Key assumptions concerning the future and other key sources of estimation uncertainty at the balance
sheet date, that have a significant risk of causing a material adjustment to the carrying amounts of

assets and liabilities within the next financial period include:

31 December 31 December

2006 2005
Loans and advances to banks 49,630 70,466
Loans to customers 574,193 369,404
Net investments in finance leases 15,079 8,367

Functional currency

The functional currency of these financial statements is the Georgian Lari.
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TBC BANK GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006 (CONTINUED)
(in Georgian Lari and in thousands, unless otherwise stated)

3.

SIGNIFICANT ACCOUNTING POLICIES
Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Bank and entity
controlled by the Bank (its subsidiary) 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
50 as to obtain benefits from its activities.

On acquisition, the assets and liabilities and contingent liabilities of a subsidiary are measured at their
fair values at the date of acquisition. Any excess of the cost of acquisition over the fair values of the
identifiable net assets acquired is recognised as goodwill. Any deficiency of the cost of acquisition
below the fair values of the identifiable net assets acquired (i.e. discount on acquisition) is credited to
profit and loss in the period of acquisition. The minority interest is stated at the minority’s proportion
of the fair values of the assets and liabilities recognised. Subsequently, any losses applicable to the
minority interest in excess of the minority interest are allocated against the interests of the parent. The
equity attributable to equity holders of the parent and net income attributable to minority shareholders’
interests are shown separately in the balance sheet and income statement, respectively.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated
income statement from the effective date of acquisition or up to the effective date of disposal,
as appropriate.

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

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

Investments in associates

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

The results and assets and liabilities of associates are incorporated in these 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 recognised.

Any excess of the cost of acquisition over the Group’s share of the fair values of the identifiable net
assets of the associate at the date of acquisition is recognised as goodwill. Any deficiency of the cost
of acquisition below the Group’s share of the fair values of the identifiable net assets of the associate
at the date of acquisition (i.e. discount on acquisition) is credited in profit and loss in the period of
acquisition.

Where a group company transacts with an associate of the Group, profits and losses are eliminated to
the extent of the Group’s interest in the relevant associate. Losses may provide evidence of an
impairment of the asset transferred in which case appropriate provision is made for impairment.



TBC BANK GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006 (CONTINUED)
(in Georgian Lari and in thousands, unless otherwise stated)

As at 31 December 2006 and 2005 assets, liabilities and profit/(loss) for the years then ended of
associated companies are presented as follows:

Name of associated Fair value of Total assets of Total Revenue of Profit or ‘
company investments associated liabilities of associated loss a\
in associated company associated company
company company
JSC Union Financial
Corporation - 1,240 1,322 1,222 (1,184)
JSC TBC Broker 20 76 32 57 @)

JSC GPIH 442 13,360 11,179 8,705 109
UFC International Limited - - - - -
Total Investments in

associates 462 14,676 12,533 9,984 (1,082)

Recognition and measurement of financial instruments

[TBC Bank Annual Report 2006]

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 purchase and sale 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 trade date and settlement date
are accounted for in the same way as for acquired instruments.

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

Cash and cash equivalents

Cash and cash equivalents include cash on hand, unrestricted balances on correspondent and time
deposit accounts with the National Bank of Georgia with original maturity within 90 days, advances
to banks in countries included in the Organization for Economic Co-operation and Development
(“OECD”), except for margin deposits for operations with plastic cards and government securities
denominated in Georgian Lari, carried at fair value through profit or loss, which may be converted to
cash within a short period of time. For purposes of determining cash flows, the minimum reserve
deposit required by the National Bank of Georgia is not included as a cash equivalent due to restrictions
on its availability.

Loans 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 amortized cost based on expected maturities. 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.
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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 model. The results 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.

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 a loan facility.

Loans granted by the Group with fixed maturities are initially recognized at fair value plus related
transaction costs. Where the fair value of consideration given does not equal the fair value of the loan,
for example where the loan is issued at lower than market rates, the difference between the fair value
of consideration given and the fair value of the loan is recognized as a loss on initial recognition of the
loan and included in the income statement according to nature of these losses. Subsequently, the loan
carrying value is measured using the effective interest method. Loans to customers that do not have
fixed maturities are accounted for under the effective interest method based on expected maturity.
Loans to customers are carried net of any allowance for impairment losses.

Write off of loans and advances

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

Allowance for impairment losses

The Group establishes an allowance for impairment losses of financial assets when there is objective
evidence that a financial asset or group of financial assets is impaired. The allowance for impairment
losses is measured as the difference between carrying amounts and the present value of expected
future cash flows, including amounts recoverable from guarantees and collateral, discounted at the
financial asset’s original effective interest rate, for financial assets which are carried at amortised
cost. If in a subsequent period the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognised, the previously
recognised 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. Provisions are made as a result of an individual appraisal of risk for financial assets that
are individually significant, and an individual or collective assessment for financial assets that are not
individually significant.
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The change in the allowance for impairment losses is charged to profit and loss and the total of the
allowance for impairment losses is deducted in arriving at assets as shown in balance sheet. 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. While it 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 losses is
adequate to absorb losses incurred on the risk assets.

Finance leases

[TBC Bank Annual Report 2006]

Financial lease are leases that transfer substantially all the risks and rewards incident to ownership of an
asset. Title may or may not eventually be transferred. Whether a lease is a finance lease or an operating
lease depends on the substance of the transaction rather than the form of the contract. The lease
classified as finance lease if:

o The lease transfers ownership of the asset to the lessee by the end of the lease term;

The lessee has the option to purchase the asset at a price which is expected to be sufficiently lower
than the fair value at the date the option becomes exercisable such that, at the inception
of the lease, it is reasonably certain that the option will be exercised;

The lease term is for the major part of the economic life of the asset even if title is not transferred;

At the inception of the lease the present value of the minimum lease payments amounts to at least
substantially all of the fair value of the leased asset; and

The leased assets are of a specialized nature such that only the lessee can use them without major
modifications being made.

The Group presents assets leased in as loans in the amounts equal to the net investment in lease
value. Finance income is recognized so as to produce a constant periodic rate of return on the net
investment outstanding.

Group as lessor

The Group presents leased assets as loans equal to the net investment in the lease. Finance income is
based on a pattern reflecting a constant periodic rate of return on the net investment outstanding.
Investments 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.
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Investments available-for-sale

Investments available-for-sale represent debt and equity investments that are intended to be held for
an indefinite period of time. Such securities are initially recorded at fair value. Subsequently the
securities are measured at fair value, with such re-measurement recognized directly in equity until sold
when gain/loss previously recorded in equity recycles through the income statement, except for
foreign exchange gains or losses and interest income accrued using the effective interest method,
which are recognized directly in the income statement. The Group uses quoted market prices to
determine the fair value for the Group’s investments available-for-sale. If the market for investments
is not active, the Group establishes fair value by using a valuation technique. Valuation techniques
include using recent arm’s length market transactions between knowledgeable, willing parties,
reference to the current fair value of another instrument that is substantially the same, discounted cash
flow analysis and option pricing models. If there is a valuation technique commonly used by market
participants to price the instrument and that technique has been demonstrated to provide reliable
estimates of prices obtained in actual market transactions, the Group uses that technique. Dividends
received are included in dividend income in the consolidated and income statement.

Non-marketable debt and equity securities are stated at amortized cost and cost, respectively,
less impairment losses, unless fair value can be reliably measured.

When there is objective evidence that such securities have been impaired, the cumulative loss previously
recognized in equity is removed from equity and recognized in the income statement for the year.
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 year. Reversals of
such impairment losses on equity instruments are not recognized in the income statement.

Investments in corporate shares where the Group owns more than 20% of share capital, but does not
have ability or intent to control or exercise significant influence over operating and financial policies,
as well as investments in corporate shares where the Group owns less than 20% of share capital, are
accounted for at fair value or at approximate fair value. If such value cannot be estimated,
investments are accounted for at cost. Management periodically assesses realizability of the carrying
values of such investments and provides valuation allowances, if necessary.

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

Buildings and other real estate 2%-3%
Fixture and equipment 12%-50%
Intangible assets 20%-50%

The carrying amounts of property and equipment 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 property
and equipment is adjusted in future periods to allocate the assets’ revised carrying value, less its
residual value (if any), on a systematic basis over its remaining useful life.
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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 losses. ‘\

Any revaluation increase arising on the revaluation of property and equipment is credited to the
Property and equipment revaluation reserve, except to the extent that it reverses a revaluation
decrease for the same asset previously recognized as an expense, in which case the increase is
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, held 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
a revalued property, the attributable revaluation surplus remaining in the properties revaluation
reserve is transferred directly to retained earnings.

[TBC Bank Annual Report 2006]

Share based payments

Equity-settled share-based payments to employees and others providing similar services are
measured at the fair value of the equity instrument at the grant date. Fair value is measured by use of
a binomial model. The expected life used in the model has been adjusted, based on management’s
best estimate, for the effects of non-transferability, exercise restrictions and behavioural
considerations. Further details on how the fair value of equity-settled share-based transactions has
been determined can be found in note 28.

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

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

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying
amounts of assets and liabilities in the financial statements and the corresponding tax bases used in the
computation of taxable profit, and is accounted for using the balance sheet liability method. Deferred
tax liabilities are generally recognised for all taxable temporary differences and deferred tax assets are
recognised to the extent that it is probable that taxable profits will be available against which deductible
temporary differences can be utilised. Such assets and liabilities are not recognised 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 consolidated 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.
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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 consolidated income statement.

Deposits from banks and customers

Customer and bank deposits are initially recognized at fair value. Subsequently amounts due are stated
at amortized cost and any difference between carrying and redemption value is recognized in the
consolidated 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.

Financial guarantee contracts issued and letters of credit

Financial guarantee contracts and letters of credit issued by the Group are credit insurance that provides
for specified payments to be made to reimburse the holder for a loss it incurs because a specified debtor
fails to make payment when due under the original or modified terms of a debt instrument. Such financial
guarantee contracts and letters of credit issued are initially recognized at fair value. Subsequently they are
measured at the higher of (a) the amount recognized as a provision and (b) the amount initially recognized
less, where appropriate, cumulative amortization of initial premium revenue received over the financial
guarantee contracts or letter of credit issued.

Share capital and share premium

Contributions to share capital are recognized at their cost. Share premium represents the excess of
contributions over the nominal value of the shares issued. Gains and losses on sales of treasury stock
are charged or credited to share premium.

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” (“IAS 10”) and
disclosed accordingly.

Retirement and other benefit obligations

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. In addition such
pension system provides for calculation of current payments by the employer as a percentage of current
total disbursements to staff. Such expense is charged in the period the related salaries are earned.
Upon retirement all retirement benefit payments are made by state pension fund. The Group does
not have any pension arrangements separate from the State pension system of Georgia. In addition,
the Group has no post-retirement benefits or other significant compensated benefits requiring
accrual.
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Recognition of income and expense

Interest income and expense are recognized on an accrual basis using effective interest rate method. ‘
The effective interest method is a method of calculating the amortised cost of a financial asset or a 7\
financial liability (or group of financial assets or financial liabilities) and of allocating the interest
income or interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments or receipts through the expected life of the financial
instrument or, when appropriate, a shorter period to the net carrying amount of the financial asset or
financial liability.

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

[TBC Bank Annual Report 2006]

Interest income also includes income earned on investments in securities. Other income is credited
to 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 yield. Commission incomes/expenses are recognized on an accrual basis.

Fee and commission income

Fee and commission income includes loan origination fees, loan commitment fees, loan servicing
fees and loan syndication 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. Where it is probable
that a loan commitment will lead to a specific lending arrangement, the loan commitment fees are
deferred, together with the related direct costs, and recognized as an adjustment to the effective
interest rate of the resulting loan. Where it is unlikely that a loan commitment will lead to a specific
lending arrangement, the loan commitment fees are recognized in profit and loss over the remaining
period of the loan commitment. Where a loan commitment expires without resulting in a loan, the
loan commitment fee is recognized in profit and loss 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 GEL at the
appropriate spot rates of exchange ruling at the balance sheet date. Foreign currency transactions are
accounted for at the exchange rates prevailing at the date of the transaction. Profits and losses
arising from these translations are included in net gain on foreign exchange operations.

Rates of exchange

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

31 December 31 December
2006 2005
GEL/1 US Dollar 1.714 1.793

GEL/1 Euro 2.256 2.125
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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 settle on
a net basis or to realize the asset and settle the liability simultaneously. In accounting for a transfer
of a financial asset that does not qualify for derecognition, the Group does not offset the transferred
asset and the associated liability.

Adoption of new and revised International Financial Reporting Standards

In 2006 the following interpretations and amendments applicable to the Bank became effective:

e IFRIC 4 “Determining Whether an Arrangement Contains a Lease” (effective 1 January 2006);
e IFRIC 8 “Scope of IFRS 2” (effective 1 May 2006);

e IFRIC 9 “Reassessment of Embedded Derivatives” (effective 1 June 2006);

e Amendment to IAS 39 regarding the financial guarantee contracts (effective 1 January 2006);

e Amendment to IAS 39 regarding the fair value option (effective 1 January 2006).
The effect of these changes on the financial statements of the Group is not significant.

At the date of authorisation of these financial statements, the following Standards and Interpretations

applicable to the Bank were issued but not yet effective:

¢ IFRS 7 “Financial Instruments: Disclosures” (effective 1 January 2007);

e IFRIC 10 “Interim Financial Reporting and Impairment” (effective 1 November 2006);

e Amendments to IAS 1 regarding disclosure on the Bank’s objectives, policies and processes for
managing capital (effective 1 January 2007).

The management is currently assessing the impact of the adoption of these new and revised
Standards and Interpretations in future periods.

4. PRIOR PERIOD ADJUSTMENTS

In 2006 the Group’s management discovered errors in the consolidated statement of changes in
equity and consolidated income statement for the year ended 31 December 2005. Investments
available-for-sale fair value reserve was not properly recorded. In accordance with IAS 8
“Accounting Policies, Changes in Accounting Estimates and Errors” the correction of the error was
done retrospectively. Comparative amounts were restated and the corrections were made to the
earliest prior period presented. The prior period adjustments have not affected previously reported
consolidated balance sheet as at 31 December 2005.
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The effect of the adjustments made to the consolidated statement of changes in equity and
consolidated income statement for the year ended 31 December 2005 is as follows:

Type of correction Amount of Financial As previously As restated i\
correction statements reported 31 December
item 31 December 2005
2005 g
Gains on sale of available- S
for-sale investments Gains on sale 5
transferred from statement of available- 73
of changes in equity to for-sale =
income statement 3,498 investments 1,161 4,569 E
=
c
@
5. NET INTEREST INCOME g
|_
Year ended Year ended
31 December 31 December
2006 2005
Interest income
Interest on loans to customers 83,671 47,258
Interest on loans and advances to banks 5,360 3,382
Interest on finance lease 3,063 1,403
Interest on debt securities 374 938
Other 139 1,408
Total interest income 92,607 54,389
Interest expense
Interest on customer accounts (20,397) (12,344)
Interest on loans and advances from banks and credit institutions (18,949) (5,283)
Total interest expense (39,346) (17,627)
Net interest income before provision for impairment losses on
Interest bearing assets 53,261 36,762
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6. ALLOWANCE FOR IMPAIRMENT LOSSES, OTHER PROVISIONS

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

Loans and Loans Net investments Total
advances to customers in finance leases
to banks
31 December 2004 317 15,102 95 15,514
Recovery (317) (6,635) (95) (7,047)
Write-off of assets - (280) - (280)
Recoveries of assets previously
written off - 553 - 553
31 December 2005 - 8,740 - 8,740
Provision - 9,760 182 9,942
Write-off of assets - (745) - (745)
Recoveries of assets previously
written off - 398 - 398
31 December 2006 - 18,153 182 18,473
The movements in allowances for impairment losses on other assets were as follows:
Year ended Year ended
31 December 31 December
2006 2005
At the beginning of year 45 249
Provision/(recovery) 126 (158)
Write-off of assets (34) (264)
Recoveries of assets previously written off - 218
At the end of year 137 45
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The movements in provisions on guarantees and other commitments were as follows

Provision Provision Provision for penalties Total
on guarantees for losses for the incompliance
on safe with Anti Money
deposit boxes Laundering Law
reporting requirements
31 December 2004 875 - - 875
Provision 216 - 902 1,118
31 December 2005 1,091 - 902 1,993
Provision 970 4,504 - 5,474
Write off of assets - - (457) (457)
31 December 2006 2,061 4,504 445 7,010
7.  NET GAIN ON FOREIGN EXCHANGE OPERATIONS
Net gain on foreign exchange operations comprise:
Year ended Year ended
31 December 31 December
2006 2005
Dealing, net 9,694 6,210
Translation differences, net 41 (470)
Total net gain on foreign exchange operations 9,735 5,740

>
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8.

FEE AND COMMISSION INCOME AND EXPENSE

Fee and commission income and expense comprise:

Year ended Year ended
31 December 31 December
2006 2005
Fee and commission income:
Settlements 7,678 5,102
Documentary operations 3,549 1,485
Cash operations 3,175 3,357
Loan servicing 1,619 1,663
Foreign exchange operations 201 1,365
Other 1,669 1,239
Total fee and commission income 17,891 14,211
Fee and commission expense:
Documentary operations (901) (278)
Correspondent bank services (822) (464)
Settlements (549) (238)
Cash operations (259) (155)
Communication services (176) -
Foreign currency operations (33) (60)
Other (1,744) (1,029)
Total fee and commission expense (4,484) (2,224)
OPERATING EXPENSES
Year ended Year ended
31 December 31 December
2006 2005

Salaries and bonuses 17,534 15,201
Business development 3,343 995
Depreciation and amortization 3,205 2,173
Communications and supplies 1,148 603
Professional services 1,321 615
Transportation and vehicle maintenance 741 342
Occupancy and rent 710 458
Stationery and other office expenses 544 985
Security 461 455
Operating taxes 442 296
Real estate insurance 410 328
Other 2,891 2,069
Total operating expenses 32,750 24,520

The Group does not have pension arrangements separate from the State pension system of Georgia.
However, Georgian Pension and Insurance Holding (“GPIH) — a local 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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10.

INCOME TAXES

The Group provides for taxes based on the tax accounts maintained and prepared in accordance with
the Georgian 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 and a tax free regime for certain income.

Deferred taxes reflect the net tax effects of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for tax purposes.
Temporary differences as at 31 December 2006 and 2005 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 2006 and 2005 comprise:

31 December 31 December
2006 2005

Deferred assets:
Contractual interest not accrued 5,397 2,775
Allowance for loan impairment - 460
Provisions 4,868 -
Other liabilities 1,110 1,185
Intangible assets 471 285
Total deferred assets 11,846 4,705
Deferred liabilities:
Revaluation of property and equipment 12,165 12,505
Property and equipment 9,910 6,465
Other liabilities 1,140 -
Net investment in finance leases 78 95
Total deferred liabilities 23,293 19,065
Net deferred liabilities (11,447) (14,360)
Net deferred tax liability (2,289) (2,872)

>
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11.

Relationships between tax expenses and accounting profit for the years ended 31 December 2006 and

2005 are explained as follows:

Year ended Year ended
31 December 31 December
2006 2005
Profit before income tax 29,900 42,011
Tax at the statutory tax rate (20%) 5,980 8,402
Tax effect of permanent differences 1,339 (1,088)
Income tax expense 7,319 7,314
Current income tax expense 7,902 6,633
Deferred income tax expense (583) 2,862
Effect of property and equipment revaluation recorded in equity - (2,181)
Income tax expense 7,319 7,314
Deferred income tax liabilities 2006 2005
At the beginning of year 2,872 10
Increase/(decrease) in income tax liability for the year (583) 2,862
At the end of year 2,289 2,872

CASH AND BALANCES WITH THE NATIONAL BANK OF GEORGIA

31 December

31 December

2006 2005
Cash 47,939 31,221
Balances with the National Bank of Georgia 149,486 63,152
Total cash and balances with the National Bank of Georgia 197,425 94,373

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

31 December

31 December

2006 2005
Cash and balances with the National Bank of Georgia 197,425 94,373
Loans and advances to banks in OECD countries (Note 12) 33,065 35,485
230,490 129,858
Less minimum reserve deposits and foreign currency deposits with the
NBG (63,305) (40,828)
Total cash and cash equivalents 167,185 89,030
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12. LOANS AND ADVANCES TO BANKS

Loans and advances to banks
Correspondent accounts with banks
Other amounts

Total loans and advances to banks

31 December

31 December

2006 2005
14,052 30,899
33,818 36,938

1,760 2,629
49,630 70,466

13.

Movements in allowances for impairment losses and advances to banks for the years ended
31 December 2006 and 2005 are disclosed in Note 6.

As at 31 December 2006 and 2005 included in loans and advances to banks are guarantee deposits
placed by the bank for its operations in the amount of GEL 1,760 thousand and GEL 1,885 thousand,
respectively.

DERIVATIVE FINANCIAL INSTRUMENTS

Derivative financial instruments comprise:

31 December 2006
Net fair value

31 December 2005
Net fair value

Asset Liability Asset Liability
Foreign currency contracts
Forwards 3,384 3,383 1,593 1,592
Hedge Instruments
Interest rate cap 1,177 - 1,392 -
4,561 3,383 2,985 1,592

In order to manage the risk of floating market interest rates on funds attracted from International
Financial Institutions, the Bank has concluded three Interest Rate Cap agreements with AG
Commerzbank for a notional amount of US $ 4,000 thousand, US $ 19,000 thousand and with
DresdnerBank for a notional amount of US $ 35,000 thousand. The upper interest rates on floating
USD-LIBOR-BBA concluded by both parties were 3.5%, 4.25% and 5.5%, respectively. The fixed
amount of premium was US $ 254 thousand, US $ 425 thousand and US $ 8 thousand, respectively.
The hedge instrument has been revalued in accordance with the quoted market prices of similar
hedge instruments as at the year end.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006 (CONTINUED)
(in Georgian Lari and in thousands, unless otherwise stated)

14. LOANS TO CUSTOMERS

31 December

31 December

2006 2005
Originated loans 592,346 378,144
Less allowance for impairment losses (18,153) (8,740)
Total loans to customers 574,193 369,404

As at 31 December 2006 and 2005 accrued interest income included in loans to customers amounted

to GEL 5,986 thousand and GEL 3,108 thousand, respectively.

Movements in allowances for impairment losses for the years ended 31 December 2006 and 2005 are

disclosed in Note 6.

31 December

31 December

2006 2005
Loans collateralized by real estate 323,579 187,682
Loans collateralized by inventories and equipment 126,766 63,222
Unsecured loans 72,169 29,157
Loans collateralized by guarantees 39,655 71,356
Loans collateralized by cash 18,508 8,705
Loans secured by gold 11,669 18,022
Less allowance for impairment losses (18,153) (8,740)
Total loans to customers 574,193 369,404
31 December 31 December
2006 2005

Analysis by sector:
Trade and service 280,491 171,032
Individuals 147,572 85,551
Manufacturing 66,880 53,417
Real estate and construction 46,746 17,111
Communication 30,488 17,705
Pawn loans 11,883 18,103
Energy 4,532 12,428
Other 3,754 2,797
Less allowance for impairment losses (18,153) (8,740)
Total loans to customers 574,193 369,404
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15.

As at 31 December 2006 the Group provided loans to 10 customers, totalling GEL 114,638 thousand,

which individually exceeded 90% of the Group’s equity.

31 December

31 December

2006 2005
Business loans 432,841 270,271
Mortgage loans 88,547 41,765
Consumer loans (including pawn shop loans to individuals) 51,690 47,991
Other 19,268 18,117
Less allowance for impairment losses (18,153) (8,740)
Total loans to customers 574,193 369,404

100% of total portfolio is granted to companies operating in Georgia, which represents significant

geographical concentration in one region.

NET INVESTMENT IN FINANCE LEASES
Net investment in lease comprised:
31 December 31 December
2006 2005

Gross investment in finance leases 20,708 11,543
Less unearned finance lease income (5,447) (3,176)
Net investment in finance leases 15,261 8,367
Less allowance for impairment (182) -
Net investment in finance leases 15,079 8,367

The present value of future minimum lease payments due from customer under finance lease as at 31

December 2006 and 2005 are as follows:

31 December

31 December

2006 2005
Not later than one year 6,651 576
From one year to five years 8,428 7,791
Total present value of future minimum lease payments 15,079 8,367

Movements in allowances for impairment losses for the years ended 31 December 2006 and 2005 are

disclosed in Note 6.
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16.

17.

INVESTMENTS AVAILABLE-FOR-SALE

Share
%

Equity securities
JSC GRDC 1.63%
Mukhranis Valley LLC 17.00%
Caucasus Network LLC 4.90%
Nikora LLC 4.00%
JSC Creditinfo Georgia 15.30%
JSC Interbank Exchange Market 8.33%
JSC American Academy in Thilisi 5.38%
Bank Financing Academy LLC 16.67%
Georgian Card LLC 0.17%
SWIFT 0.00%

JSC Central Depositor of Georgian Securities  0.30%

Total investments available-for-sale

INVESTMENTS HELD-TO-MATURITY
Interest to
nominal
%
NBG Deposit certificates 11%
Ministry of Finance Treasury bills 13%

Thilaviamsheni Ltd Promissory notes -

Total investments held-to-maturity

31 December
2006

1,772
1,087
568
960
92

50

50

12

5

3

3

4,602

Share
%

15.30%
8.30%
5.38%

16.67%
0.17%
0.00%
0.30%

31 December Interest to

2006

50,209
44

50,253

nominal
%

13%
20%

31 December
2005

31 December
2005

2,038
5,050

7,088

As at 31 December 2006 and 2005 interest income on debt securities amounting to GEL 83 thousand
and GEL 433 thousand, respectively, was accrued and included in investments held-to-maturity.
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18.

INVESTMENTS IN ASSOCIATES

The following enterprises were recorded in the consolidated financial statements using the equity
method:

31 December 2006 31 December 2005
Held Amount Held Amount
% %
TBC Broker LLC 100% 20 100% 20
JSC Union Financial Corporation 45% - 43% 497
JSC GPIH 20% 442 20% 326
UFC International Limited 80% - 40% -
462 843

In 2006 the Bank purchased shares of UFC International Limited and as at 31 December 2006 the
Group’s share in the equity of UFC International Limited increased by 40%.

TBC Broker LLC (100%) and UFC International Limited (80%), subsidiaries, are not consolidated
into the consolidated financial statements due to the immateriality of their financial statements.

The percentage held of the above associates represents both direct and indirect ownership of the Group,
except for the JSC Union Financial corporation in which the indirect ownership of the Company was
53% as at 31 December 2006.

Movements in allowances for impairment losses for the years ended 31 December 2006 and 2005 are
disclosed in Note 6.

The table below summarizes the movements in the carrying amount of the Bank’s investment in
associates:

31 December 31 December

2006 2005

At the beginning of year 843 735
Purchase cost 551 108
Dividends from associates - 14
Share of results of associates (932) (14
At the end of year 462 843
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19. PROPERTY AND EQUIPMENT

Buildings Furniture Construction Total

and other and equipment in

real estate progress
At initial/ revalued cost
31 December 2004 5,581 6,869 12,337 24,787
Additions 12,923 5,242 4,541 22,706
Revaluation increase 10,907 - - 10,907
Disposals (309) (1,266) (14,891) (16,466)
31 December 2005 29,102 10,845 1,987 41,934
Additions 2,093 5,324 12,267 19,684
Disposals (6) (183) (1,997) (2,186)
31 December 2006 31,189 15,986 12,257 59,432
Accumulated depreciation
31 December 2004 1,159 3,433 - 4,592
Charge for the year 419 1,600 - 2,019
Eliminated on disposals (196) (1,152) - (1,348)
31 December 2005 1,382 3,881 - 5,263
Charge for the year 748 2,328 - 3,076
Eliminated on disposals - (161) - (161)
31 December 2006 2,130 6,048 - 8,178
Net book value
31 December 2006 29,059 9,938 12,257 51,254
31 December 2005 27,720 6,964 1,987 36,671

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

Had the buildings been carried under the cost method the book value would be GEL 19,935
thousand. As at 31 December 2006 the total revaluation surplus net of tax recognized in equity
amounted to GEL 10,003 thousand (31 December 2005 - GEL 10,003 thousand).

As at 31 December 2006 and 2005 property and equipment included fully depreciated and amortized
assets in amount of GEL 3,549 thousands and GEL 2,432 thousands, respectively.
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20. INTANGIBLE ASSETS

Computer software 31 December 31 December
2006 2005 ‘
A
At initial cost
At the beginning of year 1,209 1,124
Additions 326 85 9
o
o
At the end of year 1,535 1,209 “é_
[
o
Accumulated amortization s
At the beginning of year 863 757 5
Charge for the year 129 106 x
@
At the end of year 992 863 §

Net book value

At the end of year 543 346

21. OTHER ASSETS

31 December 31 December
2006 2005

Trade debtors 2,311 60
Prepayments for fixed assets 2,284 301
Inventories 2,270 1,687
Prepayments for purchase of leasing assets 1,816 1,420
Prepayments for other assets 1,268 493
Prepaid commission fee 1,154 -
Repossessed assets 439 45
Prepaid operating taxes 155 700
Assets purchased for leasing purposes - 405
Other 173 699
Less allowance for impairment losses on other assets (137) (45)
Total other assets 11,733 5,765

Movements in allowances for impairment losses for the years ended 31 December 2006 and 2005 are
disclosed in Note 6.
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22.

23.

LOANS AND ADVANCES FROM BANKS AND CREDIT INSTITUTIONS

31 December

31 December

2006 2005
Correspondent accounts of other banks 20,733 2,874
Loans from banks and financial institutions 233,092 67,052
Deposits of banks 10,441 28,602
Total loans and advances from banks and credit institutions 264,266 98,528

As at 31 December 2006 and 2005 accrued interest expenses included in loans and advances from
banks and credit institutions amounted to GEL 6,367 thousand and GEL 1,569 thousand,

respectively.

CUSTOMER ACCOUNTS
31 December 31 December
2006 2005
Time deposits 232,388 240,044
Repayable on demand 319,780 140,226
Total customer accounts 552,168 380,270

As at 31 December 2006 and 2005 accrued interest expenses included in customers accounts

amounted to GEL 5,684 thousand and GEL 3,828 thousand, respectively.

31 December

31 December

2006 2005
Individuals 308,196 227,792
Trade and service 122,420 74,982
Transport and communication 22,724 20,032
Construction 5,274 3,123
Energy 4,465 2,762
Mining and natural resource processing 2,740 905
Agriculture 152 738
Government 1,934 264
Other 84,263 49,672
Total customer accounts 552,168 380,270
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24. OTHER LIABILITIES

31 December 31 December
2006 2005
A

Accrued expenses 4,999 4,745 —_
Provision for losses on safe deposit boxes 4,504 - S
Prepaid commission expense 1,090 - o
Sundry creditors 952 588 g
Provision for penalties for the incompliance with the Anti Money §
Laundering Law reporting requirements 445 902 S
Operating taxes payable 269 684 E
Suspense amounts 187 293 x
Other creditors 708 327 8
v
o
Total other liabilities 13,154 7,539 =

The provision for losses on safe deposit boxes represents provision provided against possible losses
arising for reimbursing customers the damages resulting from disappearance of contents of safe
deposit boxes, which have been rented out to the customers of the Bank. The Bank has assessed the
provision based on the claims from the customers and Management believes the provision
adequately provides for the potential losses.

The provision for penalties for the incompliance with the Anti Money Laundering Law reporting
requirements in the amount of GEL 445 thousand and 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. As at 31
December 2005 the Bank did not have effective procedures in place for the timely reporting of
transactions falling under the reporting requirement criteria of the Anti Money Laundering Law. The
Management believes the Bank stayed in full compliance with the abovementioned law during 2006.
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25. SHARE CAPITAL AND SHARE PREMIUM

26.

As at 31 December 2006 the Group’s share capital comprised the following:

Authorized Unpaid share Repurchased Total
share capital capital share capital share capital
Ordinary shares 5,668 (283) - 5,385
5,668 (283) - 5,385

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

Authorized Unpaid share Repurchased Total
share capital capital share capital share capital
Ordinary shares 5,668 (283) - 5,385
5,668 (283) - 5,385

Share premium represents the excess of contributions received over the nominal value of shares
issued.

The amount of dividends declared subsequently to 31 December 2006 and 2005 amounted to GEL
2,000 thousand and GEL 1,500 thousand, respectively.

As at 31 December 2006 and 2005 the Group’s authorized shareholders’ capital comprised 56,681
and 50,272 ordinary shares respectively with a par value of GEL 100 per share and 6,409 preferred
shares respectively with a par value of GEL 0,1 as at 31 December 2006. During 2005 the authorized
share capital of the Group was increased by GEL 283 thousand, which was not issued as at 31
December 2006.

FINANCIAL COMMITMENTS AND 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 Group’s maximum exposure to credit loss under contingent liabilities and commitments to
extend credit, in the event of non-performance by the other party where all counterclaims, collateral or
security prove valueless, is represented by the contractual amounts of those instruments.

The Group’s uses the same credit control and management policies in undertaking off-balance sheet
commitments as it does for on-balance operations.
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As at 31 December 2006 and 2005, the nominal or contract amounts and risk-weighted amounts were:

31 December 2006 31 December 2005
Nominal  Risk weighted Nominal Risk weighted 4
Amount amount amount amount 7\
Contingent liabilities and credit —
commitments S
Guarantees issued and similar commitments, o
secured by cash 4,654 - 1,091 - S
Guarantees issued and similar commitments, &
not secured by cash 124,453 124,453 30,932 30,932 E
Letters of Credit collateralised by the £
underlying shipments 22,601 4,520 - - =
Commitments on loans and unused credit lines 8
up to one year 40,666 - 20,797 - g
Commitments on loans and unused credit lines =
over one year 141 70 169 85
Other commitments 847 - 551 -
Total contingent liabilities and credit
commitments 193,362 129,043 53,540 31,017

Capital commitments — The Group had no material commitments for capital expenditures
outstanding as at 31 December 2006 and 2005.

Operating lease commitments — Where the Group is the lessee, the future minimum lease payments
under non cancellable operating leases are as follows:

31 December 31 December

2006 2005

Not later than 1 year 53 7
Later than 1 year and not later than 5 years 928 503
Later than 5 years 636 690
Total operating lease commitments 1,617 1,200

Legal 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 be incurred apart from those reflected in the provision for losses on
safe deposit boxes, as mote fully disclosed in Note 24.

Taxes — Due to the presence in Georgian commercial legislation, and tax legislation in particular,

of provisions allowing more than one interpretation, and also due to the practice developed in

a generally unstable environment by the tax authorities of making arbitrary judgment of business
activities, if a particular treatment based on Management’s judgment of the Group’s business activities
was to be challenged by the tax authorities, the Group may by assessed additional taxes, penalties
and interest. Such uncertainty may relate to valuation of financial instruments, loss and impairment
provisions and market level for deals’ pricing. The Group believes that it has already made all tax
payments, and therefore no allowance has been made in the financial statements.
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27.

At the end of the year 2006, the Group was not in line with the tier 1 capital 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. Moreover, the Management expects share capital contributions in the amount of
USD 82.5 million to be made by the Bank’s shareholders by the end of May 2007.

Pensions and retirement plans — Employees receive pension benefits from Government of Georgia
in accordance with the laws and regulations of the country. As at 31 December 2006 and 2005, the
Group was not liable for any supplementary pensions, post-retirement health care, insurance benefits,
or retirement indemnities to 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 political and business environment.

TRANSACTIONS WITH RELATED PARTIES

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

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

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

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

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

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:

31 December 2006 31 December 2005
Related party ~ Total category  Related party ~ Total category
balances as per financial balances as per financial
statements statements
caption caption

Loans to customers 21,270 574,193 11,405 369,404

Customer accounts 12,336 552,168 8,225 380,270
Loans and advances from banks and

credit institutions 33,547 264,266 17,978 98,528

Commitments and
guarantees given 15,912 193,362 3,203 53,540
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28.

Included in the income statement for the years ended 31 December 2006 and 2005 are the following
amounts which arose due to transactions with related parties:

31 December 2006 31 December 2005

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

statements statements
caption caption
Key management personnel
compensation:
Short-term employee benefits 2,644 17,534 2,722 15,201

Included in the income statement for the years ended 31 December 2006 and 2005 are the following
amounts which arose due to transactions with related parties:

Year ended Year ended
31 December 2006 31 December 2005

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

statements statements
caption caption
Interest income 1,955 92,607 101 54,389
Interest expense (4,405) (39,346) (1,244) (17,627)

SHARE BASED PAYMENT

The Group has an ownership-based compensation scheme for executives and senior employees of
the Group. In accordance with the provisions of the plan, as approved by shareholders at meeting
held on 18 May 2006, General Director and a Deputy General Director are granted options to
purchase ordinary shares at a fixed price of GEL 100 per ordinary share.

Each employee share option converts into one ordinary share of JSC TBC Bank on exercise. No
amounts are paid or payable by the recipient on receipt of the option. The options carry neither
rights to dividends nor voting rights. Options may be exercised at any time from the date of vesting
to the date of their expiry.

The options granted expire within 5 years.

In accordance with the terms of the share-based arrangement, options issued during the financial
year ended 31 December 2005 and 2006, vest at the date of their issue.

The weighted average fair value of the share options granted during the financial year is GEL 100
(2005: GEL 100). Options were priced assuming the fair value equals to the nominal value, as the
shares are not traded on the open market and it is not practicable to estimate grant date share price.
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29.

The following reconciles the outstanding share options granted under the employee share option
plan at the beginning and end of the financial year:

31 December 2006 31 December 2005
Number of Weighted Number of Weighted
options average options average
exercise price exercise price

Balance at beginning of the financial
year 567 100 - -
Granted during the financial year 567 100 567 100
Balance at end of the financial year 1,134 100 567 100
Exercisable at end of the financial
year 1,134 100 567 100

The share options outstanding at the end of the financial year had an exercise price of GEL 0,1
(2005 - GEL 0,1).

FAIR VALUE OF FINANCIAL INSTRUMENTS

Estimated fair value disclosures of financial instruments are made in accordance with the
requirements of 1AS 32 “Financial Instruments: Presentation and Disclosure” and IAS 39 “Financial
Instruments: Recognition and Measurement”. Fair value is defined as the amount at which the
instrument could be exchanged in a current transaction between knowledgeable willing parties in an
arm’s length transaction, other than in forced or liquidation sale. The estimates presented herein are
not necessarily indicative of the amounts the Group could realize in a market exchange from the sale
of its full holdings of a particular instrument.

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

31 December 2006 31 December 2005
Current value Fair value Current value Fair value

Cash and balances with National

Bank of Georgia 197,425 197,425 94,373 94,373
Loans and advances to banks, less

allowance for impairment losses 49,630 49,630 70,466 70,466
Investments available-for-sale 4,602 4,602 203 203
Investments held—to-maturity, less

allowance for impairment losses 50,253 50,253 7,088 7,088
Loans and advances from banks and
credit institutions 264,266 264,266 98,528 98,528
Customer accounts 552,168 552,168 380,270 380,270

The fair value of loans to customers and investments available-for-sale can not be measured reliably
as it is not practicable to obtain market information or apply any other valuation techniques on such
instruments.
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30. REGULATORY MATTERS

3L

Quantitative measures established by Basle Committee 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.

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

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

0%-100% Loans to customers

100% Guarantees

50% Obligations and commitments on unused loans with the initial maturity of over 1 year
100% Other assets

As at 31 December 2006 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 subordinate to the repayments of the Group’s
liabilities to all other creditors.

Capital amounts and ratios Actual For Capital Ratio For Minimum
Amount Adequacy Capital Required
purposes Adequacy Ratio
purposes

As at 31 December 2006

Total capital 144,274 143,812 21% 12%

Tier 1 capital 110,611 110,611 16% 8%
As at 31 December 2005

Total capital 106,958 98,218 21% 12%

Tier 1 capital 99,788 86,287 18% 8%

RISK MANAGEMENT POLICIES

Management of risk is fundamental to the banking business and is an essential element 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 policies in relation 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 assets/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 level of inter-bank and other borrowing
facilities that should be in place to cover withdrawals at unexpected levels of demand.
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Cash flow interest rate risk

Cash flow interest rate risk is the risk 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 majority of the Group’s loan contracts and other financial assets and liabilities that bear interest
are either 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.

The following 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.

2006 2005
Other Other
GEL uUsb currencies  GEL USD  currencies

ASSETS
Loans and advances to banks 1,3% 0,9% 2,1% 1,24% 2,5% 2,5%
Loans to customers 16,2% 16,4% 14,4% 16,1% 16,7% 17%
Net investment in finance lease 36,1% 26,5% 24,6% 35.5% 24.5% 24.1%
Investments held-to-maturity 11,2% - - 13.2% - -
LIABILITIES
Loans and advances from banks and credit

institutions 12,7% 9,5% 8,6% 8% 5,5% %
Customer accounts 9,8% 7,2% 6,2% 8,5% 6,4% 7%
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The analysis of interest rate and liquidity risk on balance sheet transactions is presented in the
following table:

Up to 1monthto 3 monthto 1year to Over Maturity 31 December ‘
1 month 3 months 1year 5 years 5years undefined 2006 ‘\
Total
ASSETS —
3
Loans and advances to banks 20,008 - 3,602 1,094 - - 24,704 8
Loans to customers 68,559 72,369 172,776 230,231 28,598 1,660 574,193 ‘g
Net investment in finance leases 717 1,332 4,602 8,428 - - 15,079 2
Investments held-to-maturity 50,209 - 44 - - - 50,253 [
©
Total interest bearing assets 139,493 73,701 181,024 239,753 28,598 1,660 664,229 E
<
Cash and balances with the NBG 134,120 - - - - 63,305 197,425 =
Loans and advances to banks 24,926 - - - - - 24,926 a
Derivative financial instruments 2
and spot contacts 3,384 - 14 1,163 - - 4,561 =
Investments in associates - - - - - 462 462
Investments available-for-sale - - - 4,602 - - 4,602
Property and equipment - - - - - 51,254 51,254
Intangible assets - - - - - 543 543
Other assets - 10,579 - 1,154 - - 11,733
TOTAL ASSETS 301,923 84,280 181,038 246,672 28,598 117,224 959,735
LIABILITIES
Loans and advances from banks
and credit institutions 63,580 674 80,520 104,770 14,722 - 264,266
Customer accounts 150,313 37,355 119,719 39,453 1,296 - 348,136
Total interest bearing
liabilities 213,893 38,029 200,239 144,223 16,018 - 612,402
Customer accounts 204,032 - - - - - 204,032
Derivative financial instruments 3,383 - - - - - 3,383
Provisions - - - - - 2,061 2,061
Current income tax liability - 1,800 - - - - 1,800
Deferred income tax liability - - - - - 2,289 2,289
Other liabilities 8,650 4,504 - - - - 13,154
TOTAL LIABILITIES 429,958 44,333 200,239 144,223 16,018 4,350 839,121
Liquidity gap (128,035) 39,947 (19,201) 102,449 12,580
Interest sensitivity gap (74,400) 35,672 (19,215) 95,530 12,580

Cumulative interest sensitivity

gap (74,400) (38,728) (57,943) 37,587 50,167
Cumulative interest sensitivity

gap as a percentage of total

assets (7.8 %) (4. 0%) (6. 0%) 3.9% 5.2%




>

[r030ba 33630b Brmantin 36336030 2006!

TBC BANK GROUP

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2006 (CONTINUED)
(in Georgian Lari and in thousands, unless otherwise stated)

ASSETS

Loans and advances to banks
Loans to customers

Net investment in finance leases
Investments held-to-maturity

Total interest bearing assets

Cash and balances with the NBG
Derivative financial instruments
Investments in associates
Investments available-for-sale
Property and equipment
Intangible assets

Other assets

TOTAL ASSETS

LIABILITIES

Loans and advances from banks
and credit institutions

Customer accounts

Total interest bearing liabilities

Derivative financial instruments
Customer accounts

Provisions

Current income tax liabilities
Deferred income tax liabilities
Other liabilities

TOTAL LIABILITIES

Liquidity gap
Interest sensitivity gap

Cumulative interest sensitivity

Cumulative interest sensitivity
gap as a percentage of total
assets

Up to Imonthto3 3 months to 1 year to Over Maturity 31 December
1 month months 1 year 5 years 5years undefined 2005
Total

61,340 6,772 1,637 717 - - 70,466

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 - - - 7,088

129,026 63,107 96,341 148,685 17,780 386 455,325

53,545 - - - - 40,828 94,373

1,593 - - - 1,392 - 2,985

- - - - - 843 843

- - - 203 - - 203

- - - - - 36,671 36,671

- - - - - 346 346

5,765 - - - - - 5,765

189,929 63,107 96,341 148,888 19,172 79,074 596,511

27,362 5,985 7,333 45,731 12,117 - 98,528

100,586 34,139 89,189 17,807 925 - 242,646

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

1,592 - - - - - 1,592

137,624 - - - - - 137,624

- - - - - 1,091 1,091

- - 4,831 - - - 4,831

- - - - - 2,872 2,872

6,481 194 805 59 - - 7,539

273,645 40,318 102,158 63,597 13,042 3,963 496,723
(83,716) 22,789 (5,817) 85,291 6,130
1,078 22,983 (181) 85,147 4,738
1,078 24,061 23,880 109,027 113,765

0.2% 4.0% 4.0% 18.3% 19.1%
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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 ALMC controls currency risk by management of the open currency position on the estimated basis
of GEL devaluation and other macroeconomic indicators, which gives the Group an opportunity to
minimize losses from significant currency rates fluctuations toward its national currency. The Treasury
Department performs daily monitoring of the Group’s open currency position with the aim to match
the requirements of national (central) banks.

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

[TBC Bank Annual Report 2006]

GEL uUsb EUR Other 31 December
usb1= EUR1= currency 2006
GEL 1714 GEL 2.256 Total

ASSETS
Cash and balances with the NBG 98,042 94,672 4,340 371 197,425
Loans and advances to banks 127 30,992 18,138 373 49,630
Derivative financial instruments - 1,177 3,384 - 4,561
Loans to customers 110,433 449,467 14,293 - 574,193
Net investment in finance lease 88 14,668 323 - 15,079
Investments available-for-sale 4,602 - - - 4,602
Investments held-to-maturity 50,253 - - - 50,253
Investments in associates 462 - - - 462
Property and equipment 51,254 - - - 51,254
Intangible assets 543 - - - 543
Other assets 6,777 4,683 273 - 11,733
TOTAL ASSETS 322,581 595,659 40,751 744 959,735
LIABILITIES
Loans and advances from banks and credit

institutions 31,214 230,400 2,652 - 264,266
Derivative financial instruments - 3,383 - - 3,383
Customer accounts 148,961 363,290 38,794 1,123 552,168
Provisions 523 934 604 - 2,061
Current income tax liability 1,800 - - - 1,800
Deferred income tax liability 2,289 - - - 2,289
Other liabilities 7,827 5,101 180 46 13,154
TOTAL LIABILITIES 192,614 603,108 42,230 1,169 839,121
OPEN BALANCE SHEET POSITION 129,967 (7,449) (1,479) (425)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2006 (CONTINUED)
(in Georgian Lari and in thousands, unless otherwise stated)

Derivative financial instruments and spot contracts

Fair value of derivative financial instruments and spot contracts are included in the currency analysis
presented above and the following table presents further analysis of currency risk by types of derivative
financial instruments and spot contracts as at 31 December 2006:

GEL uUsbD EUR Other 31 December
uUsD 1= EUR 1= currency 2006
1.714 GEL 2.256 GEL Total
Accounts payable on spot and
derivative contracts - 3,383 - - 3,383
Accounts receivable on spot and
derivative contracts - 1,177 3,384 - 4,561
NET SPOT AND DERIVATIVE
FINANCIAL INSTRUMENTS
POSITION - (2,206) 3,384 -
TOTAL OPEN POSITION - (2,206) 3,384 -
GEL usbD EUR Other 31 December
uUsbD1= EUR1= currency 2005
1.793 GEL 2.125 GEL Total
ASSETS
Cash and balances with the NBG 77,386 12,532 4,117 338 94,373
Loans and advances to banks 2,311 44,758 21,751 1,646 70,466
Derivative financial instruments - 1,392 1,593 - 2,985
Loans to customers 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 associates 843 - - - 843
Property and equipment 36,671 - - - 36,671
Intangible assets 346 - - - 346
Other assets 5,064 690 11 - 5,765
TOTAL ASSETS 226,066 337,375 31,086 1,984 596,511
LIABILITIES
Loans and advances from banks and
credit institutions 13,281 73,003 12,244 - 98,528
Derivative financial instruments - 1,592 - - 1,592
Customer accounts 89,785 266,892 23,593 - 380,270
Provisions 383 553 155 - 1,091
Current income tax liability 4,831 - - - 4,831
Deferred income tax liability 2,872 - - - 2,872
Other liabilities 6,933 537 69 - 7,539
TOTAL LIABILITIES 118,085 342,577 36,061 - 496,723

OPEN POSITION 107,981 (5,202) (4,975) 1,984
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Derivative financial instruments and spot contracts

Fair value of derivative financial instruments and spot contracts are included in the currency analysis

presented above and the following table presents further analysis of currency risk by types of derivative 4\
financial instruments and spot contracts as at 31 December 2005: -
GEL usbD EUR Other 31 <
Usb1l= EUR1=  currency  December 8
1793 GEL 2.125GEL 2005 »
Total g
&
Accounts payable on spot and ®
derivative contracts - 1,592 - - 1,592 E
Accounts receivable on spot and <
derivative contracts - 1,392 1,593 - 2,985 f%
4]
NET SPOT AND DERIVATIVE §
FINANCIAL INSTRUMENTS —
POSITION - (200) 1,593
TOTAL OPEN POSITION - (200) 1,593 -

Price risk

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

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

Fair value interest rate risk

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

The Group manage fair value interest rate risk through periodic estimation of potential losses that
could arise from adverse changes in market conditions. The Department of Financial Control
conducts monitoring of the 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 the risk that one party to a financial instrument will fail
to discharge an obligation and cause the other party to incur a financial loss. The Group structures
the levels of credit risk it undertakes by placing limits on the amount of risk accepted in relation to
one borrower, or groups of borrowers.
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Limits on the level of credit risk by borrower are reviewed and approved by the Supervisory Board
twice a year. 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 loss is less than
the total unused commitments since most 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 a greater degree of credit risk than shorter term commitments.

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

Georgia OECD Non-OECD 31 December
countries countries 2006 ‘
Total ‘\

ASSETS
Cash and balances with the NBG 196,307 1,118 - 197,425 5
Loans and advances to banks 7,983 34,483 7,164 49,630 =4
Derivative financial instruments - 4,561 - 4,561 N
Loans to customers 574,193 - - 574,193 g
Net investment in finance lease 15,079 - - 15,079 2
Investments available-for-sale 4,602 - - 4,602 =
Investments held-to-maturity 50,253 - - 50,253 2
Investments in associates 462 - - 462 Z
Property and equipment 51,254 - - 51,254 <
Intangible assets 543 - - 543 @
Other assets 10,579 1,154 - 11,733 §
TOTAL ASSETS 911,255 41,316 7,164 959,735
LIABILITIES
Loans and advances from banks and

credit institutions 35,043 222,576 6,647 264,266
Derivative financial instruments - 3,383 - 3,383
Customer accounts 552,168 - - 552,168
Provisions 2,061 - - 2,061
Current income tax liability 1,800 - - 1,800
Deferred income tax liability 2,289 - - 2,289
Other liabilities 13,154 - - 13,154
TOTAL LIABILITIES 606,515 225,959 6,647 839,121

NET POSITION 304,740 (184,643) 517
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Georgia OECD Non-OECD 31 December
countries countries 2005
Total

ASSETS
Cash and balances with the NBG 94,373 - - 94,373
Loans and advances to banks 19,361 37,696 13,409 70,466
Derivative financial instruments - 2,985 - 2,985
Loans to customers 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
Property and equipment 36,671 - - 36,671
Intangible assets 346 - - 346
Other assets 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 - 1,592 - 1,592
Customer accounts 380,270 - - 380,270
Provisions 1,091 - - 1,091
Current income tax liability 4,831 - - 4,831
Deferred income tax liability 2,872 - - 2,872
Other liabilities 7,539 - - 7,539
TOTAL LIABILITIES 417,053 69,051 10,619 496,723
NET POSITION 125,368 (28,370) 2,790
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