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{-éxpressed in Thousand Lari)

(ML RamIBANI

1998 1997
EQUITY
SRR LRI 7,344 4,950
TOTAL ASSETS
AOEZ0SE0 SaB03050 34,32 18,508
NET OPERATING PROFIT
ABIGS EARIBIEHSMH] 2,746 862
NET PROFIT
VADEDS BIBI5S 2,394 755
ROA 9% 6,6%
ROE 38,9% 19,9%
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Developments that have taken place during 198 are a
chear indication that it was vet another year of great
challenges and achievements. | am proud 10 announce
that the actual growth of the business activities and the
financial performance of the Bank substantially
exceeded the projected targets. The financial results and
performance of the vear 1998 once again confirm that
TBC-Bank is one of the leading financial institutions in
the Georgian banking sector,

During the vear the Bank reinforced a reputation of a
sound fnancial institution through a  dynamic
approach, innovations and a strong ability of following a
chosen course of the development in transitional
cconomic conditions.

One would agree that it is not difficult 1o evaluate the
financial performance of an institution with loday’s
sophisticated and complex assessment methods, 1t s,
however, insufficient fo evalsite the long-term
performance only by the financial indicators. [1is just as
important to determine what we leave for the future
generations. All of us realize that our decisions and their
appropriateness will be judged by the future
generations.

We had an opportunity to start the business from
scratch and to choose the development direction based
on our considerations, [ believe that the implementation
of the chosen strategy will have positive effects on the
development of the Georglan économy, a3 the existence
of a stable bank is a cornerstone for the development of
competitive Georgian business. I is our aim to creale a
stable base for our next generations for building their
future.

dadmga Bubafady
bodpmgsmmanfinm bbb mugiymeilat)
Mamuka Khazaradze

Chairman of the Supervisory Board
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1 am pleased to announce that the year 1998 was notable
for the stable growth of the Bank in many respects. The
number of clients was nearly doubled, Respectively the
number of employees of the Bank increased. The Bank
opened two more regional branches in Kutaisi and
Rustavi. Credit line agreements were signed with
International Finance Corporation (IFC) and German
Investment and Development Company (DEG), allowing
the Bank to finance considerable number of small and
medium size businesses, thus facilitating private
business development.

Financially, in 1998 the Bank exceeded projected targets
whibe having risks under tight control. Profit for the year
amounted to GEL 2,394 thousand which is an increase of
317 times compared with 1997, Return on Assets and
Return on Equity were 9% and 38,9% in comparison
with 6,6% and 19,9% for 1997 respectively. There was a
considerable increase of non-interest income for the year
while interest income showed a steady growth, Credit
Portfolio of 1998 increased by GEL7,755 thousand up to
GEL19,390 thousand, Total assets of the Bank increased
from GEL18,508 thousand up to GEL34,321 thousand.
Total capital increased by 48% from the previous year
value, The National Bank of Georgia evaluated financial
results and performance of TBC-Bank in the forth
quarter of 1998 according to the CAM.E.L. rating as
“Satisfactory”, which corresponds to the top level of the

rating.

The fast growth of the Bank in 1998 was due to the
combination of several competitive strengths, which the
Bank is distinguished with. The team of young
professionals who have been building the business from
the beginning has the ability and determination to create
a competitive financial institution. As a result of a
strategic approach to opportunitics and continuous
proactive attitude to the clients needs, the Bank acquired
an ability of sustaining negative effects of economic
instability. This ability made the Bank an obvious choice
for clients.
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The fast growth of the Bank was hampered by economic
difficulties in the country towards the end of the year,
which hkad a significant impact on the Georgian financial
market. There was a considerable slowdown of Georgian
exports to the CI5 countries, which partly resulted in
devaluation of Lari. Develuation of Lari caused a
temparary slowdown of imports and generally of the
trade. In such unfaverable economic environment
management of the Bank was able o avoid possible
unexpected results and to achieve o satisfactory
performance by taking certain forward -thinking steps,

As for the future prospects of the Bank, the management
is committed to pursue its efforts 1o maintain growth of
the institution by assisting the development of new
private businesses and attracting new clients through
increased quality and diversity of service. By following
the selected strategy and development direction the
Bank projects to considerably expand its market share.

Finally, I woild like to thank the emplovees of the Bank
for their continuous commitment 1o the development of
the institution.

Bobhaby dmeybeinody
£ iy B

Vakhtang Butskhrikidze

General Director
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At December 31, 1998, total capital of the Bank exceeded
GEL 7,344 thousand, 48% increase from the previous
year. Capital adequacy ratio was 36%, leverage 4,3, The
growth of the capital was accounted by the retained
carnings.

On February 26, 1998, Share Option Agreement on
acquiring voting and equity interest of TBC-Bank with a
share of up to 10% was signed with International
Finance Corporation (IFC). According to the Option
Agreement IFC can exercise the option during a two-
vear period starting from the date of signing the
Agreemen
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Credit portfolio of the Bank in 1998 increased in parallel
with the growth of the institution. The total portfolio in
the fourth quarter of 1998 amounted to GEL 19,390
thousand. This represents GEL 7,753 thousand growth
from the previous yvear figure,

During 1998 the share of long term credits with
meaturity of more than | year was increased and in the
second half of the vear exceeded 25% of the taal
portfolio, [nversely, the share of short-term, 1-3 month,
loans was decreased to 13%. Trade-refated loans
represented more than 30% of the credit portiolio, This
is 2 reflection of macro-ecenomic dimate in the country,
rather than orentation of the Rank.

Total for 1998 amounted 1o
GEL 6 million, more than threefold increase from 1997,
For the same period size of the portfolio increased by

1.6 times,

interest  income

Average interest income in 998 decreased from 32% 1o
26%. This wasa reflection of the increase of the share of
projects financed throogh long-term credit lines, with
lower annual interest rates ranging from 2% to 24%,

Anticipating the influence of the Russian financial crisis
and related credin risk, the wtal eredit portfolie of the
Bank was re-assessed and loan loss provisions were
increased. Despite this fact, the Bank managed to
maintain growth of income.
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More than B0% of the tal capital investments were
made in long term projects. Among these projects is the
establishment of MicroFinance Bank in Georgia, where
TBC-Bank plans 19,6% equity participation. Several
international and Georgian companies participated in
the establishment of MicroFinance Bank. Among them
are Kreditanstalt for Wiederaufbau (KW, Nederlandse
Financienings-Maatschappi) voor Ontwikkelingslanden
(FMO), International Finance Corporation ([IFC).
ThilCreditBank, Intellectbank and ThilComBank.

Notable devaluation of Lari and problematic deficit in
the state budget in 1998 forced THC-Bank to cease short-
term investment of liquid assets in State Treasury Bills,
Ahhough, income generated from the Imvestments in
Treasury Bills, prior to the crisis, amounted w
GEL 237,151 representing 4% of the total intenest
income for 1998,

Maintenance of high quality credit and investment
portfodio remains one of the priorities for the strategic
development of the Bank.
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At December 31, 1998, balances on time-term and
saving accounts totaled GEL 8 million, 35% increase
from the previous vear. There has been a stable growth
of deposits regardless of the economic show-down in the
country. This fact was a firm indication of the client’s
confidence in the Bank,

During 1998 the Bank carried oul several sctivities in
order to further develop and diversify deposit types. In
collaboration  with  British Consulting Company
“Glendale Consulting™ TBC-Bank developed deposit
types suitable for a wide range of dients, New types of
time-term deposits wene worked out for the local marker
These deposit types will be offered to clients in 1999,
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Enlargement of the business activities of the Bank was
followed by expansion of the correspondent network,
which by the end of 1998 comprised 34 leading banks of
Europe and the US. Following the intreduction of
EURQ, TBC-Bank opened correspondent accounts in the
said currency with the main European banks. In 1998
turnover in foreign currency on “Nostro” accounts
totaled equivalent of GEL 311.4 million, turnover on
“Loro” accounts - equivalent of GEL 16,8 million.

On March 17,1998 a Letter of Credit Facility Agreement
for US Dollars 2 millien was signed between TBC-Bank
and EBRD. Under this agreement, EBRD guarantees
letters of credit issued by TBC-Bank. This agreement
facilitated the increase of LC operations of the Bank, By
the end of the year total LC operations amounted 1o GEL
L1 million. As an outcome of the increased LC
activities TBC-Bank gradually established a credit
history with the international correspondent banks.
This resulted in confirmation of TBC-Bank LC, within
established limits, by the leading banks without a cash
COVET.

In 1998, the Bank started 1o sell American Express
Travelers' Checks.

zul
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THC-Bank further extended and strengthened
relationship with international financial institutions
during 1998,

On February 26, 1998, TBC-Bank signed an agreement
with the Internafional Finance Corporation (IFC) on
providing a long-term credit line for US Daollars 3
million. The credit line targets to finance development of
small and medium size businesses in Georgia.

On April 16, 1998 TBC-Bank signed a seven-year credit
line agreement with German [nvestment and
Development Company (DEG). According to this
agreement, at the initial stage DM 3 million were
provided 1o TBC-Bank. DEG credit line mainly targets
financing purchase of fived assets and re-equipment of
COMPANICS.

Total requested disbursements in 1998, from the
international credit line providers, amounted to
GEL 7,767 thousand, representing 28.8% of the total
lsabilities. Due to the resources extended by IFC and DEG
in addition to EBRID, the World Bank and TACIS credit
lines, the Bank considerably expanded its share on the
Georgian credit market and acquired an ability of
financing the development of different types of sound
projects with relatively cheap resources.
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1998 was marked by further conversion to the full client
oricnted bank offering not only comventional but alse
tailor-made services, Approaching this goal, Marketing
Department strove 1o propose maximally flexible
solutions to the clients. Actions of the department were
organized in the way to forecast clients” needs and to be
proactive in proposing product and service packages.

Cooperation and  communication  with
departments of the Bank became effective and intensive,
This enabled the marketing team to effectively project
and realize product development and promation,

other

“Relationship Manager™ system was introduced as an
important teol for attraction of new clients and
improvemient of the care of the existing ones. Further
improvement of the client care was achieved through
sales force activities directed mainly towards polential
target markets.

Wide range of promotional materials and events were
organized during the vear to fulfill one of the most
important ebjectives of the Bank - efficient provision of
the information on financial products 1o the dients.
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In 1998 an important development in the IT feld of the
Bank was the purchase and installation of a"COMPAQ"
cluster server. The new server considerably improved
the quality of data processing and increased speed of
operations, The server also provides high security to the
Bank imformation and mimimizes  Information

Technology refated risks,

Puring the year, considerable work was carried out to
solve millenium issue problems. The Bank formed a
special committee to investigate and coordinate
necessary changes to enable compliance of the Bank’s
software with the year 2000, Most of the main software
was transformed onto 4 digit year codes. Certificates
were obtained from the IT companies certifying that the
products provided by them would pass the year 2000.
The Bank performed successfully tests on some selected
computers and no major problems were identified.

Increased demand on IT services resulted in the further
enlargement of the IT Department. In addition, IT
committee was set up, which evaluates performance of
the IT Department and plans new IT products.

IT department plans to invite specialists from the world
leading banks in order to share their experience and
knowledge in the field of development of Bank's IT

SYS1Ems.,
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TBC BANK
Joint-Stock Commercial Bank
11, Chavchavadze Avenue 380079 - Thilisi
Georgia

Audit Report and Financial Statements
Prepared under International Accounting Standards
for the 12 months period ended December 31, 1998






PRICEWVATERHOUSE(COPERS

Coopers & Lybrand

Audit
Tour Al
34, Place des Corolles
Q2908 Paris la Défense cedex
Tél 01 56 57 58 59
Fax 01 56 58 58

TBC Bank

11, Chavchavadze Avenue

380079 - Thilisi

Georgia

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF TBC Bank

We have audited the accompanying financial statements as at December 31, 1998 and the related notes and statement of
change in the financial position of TBC Bank (the bank) for the year then ended (set out on pages 2 to 27). These financial
statements and related notes are the responsibility of the bank's management. Our responsibility & to express an opinion
on these financial statements based on our audit.

Except as discussed in the following paragraphs, we conducted our audit in accordance with international standards on
auditing. These standards require that we plan and perform our audit to obtain reasonable assurance as to whether the
financial statements are free of material misstatements. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements, An awdit also includes assessing the accounting principles used
and significant estimates made by management as well as evaluating the overall financial statement presentation, We
believe that our audit provides a reasonable basis for our opinion.

investments are evaluated on the basis of the non audited financial statements of the investee companies. We are
therefore unable to assess prudently the actual value of the major investments as well as the possible need for provision
should the actual values be lower than the book values. The net value of these major investments in the Balance Sheet is
nine hundred and sixty five thousand lari (GELL

In our opinion, except for the effects of adjustments, If any, as might have been determined to be necessary had we been
able to satisfy ourselvies as to the accuracy of the valuation of the investments, the financial statements give a true and fair
view of the financial position of the bank as at December 31, 1998 and of the result of its operations and its statement of
change in financial position for the year then ended, in accordance with International Accounting Standards.

Paris, 26 April 1999
PricewaterhouseCoopers

“Coopers & Lybrand Audit™

ki exparing comptable imierite qua tableus de Fordee de Paris - lle-de-Frana « Lille - Bond Pay de-Calaki « Lomaine « Lyon - Hhne-Alpes - Mareille
« Provenie-Alpes-Cote d'Ane-Coris + Seniboiig-Aliace « Toulouse - Mid-Pyrdrde. Socidid de commiistarial aun compuies membre de la campagnie
riglanale de Padli. Bataus: Granobde, Lille, Lyon, Marseille, Bers, Mulkauae, Paris Ll Diéftenis, Straboury, Teuluie. Skge teial: 32, rue Gueriant, TSD11T Pasie
EAR. se copsital die £ D05 DOD F ACE Pals B 307 474 572 - code APE 471 L -TVA n® BF 77 302 474 5T2,



TBC BANK
Balance sheet as at December 31,1998
(Expressed in thousand Lari)

Notes Het Gross Depreciation
December 31, December 31,
1947 1998
Assets

Cash and amounts due frarm Banks 3 2347 9454

Amonmnts with the Natbenal Bank 4 1575 2561

Lioams to banks 5 261 554

T-Bonds 6 440

Loans to clients 7 11 202 19 3590 (1 &7a)
Other assers 8 161 mn

Corposate securities 9 348 1029 54}
Fixed assofs 10 2174 1in [319)
Total assets 18 508 36 582 (2471)

Liabilities and Funds Employed

Depasits from banks 11 1 GED B

Deposits from mon-financisl institutions 12 1m a7 17 743

Crther liabilsties 13 623 1108

Totsl thart term labilities 12 620 18857

Long term liabiliies 14 938 B 120

Tatal linbilitles 13558 B120

Share cagital 15.1 2978 1978

Reserves 15.2 557 557

Rotained Earnings 153 G50 1415

Profit for the yvear 755 235
Shareholders' Funds 4 950 7 344

Tatal Habilities and funds emplayed 18 508 343

The accompaeying notes are an integral part

of these fimarcinl statememts and showld be read in conjunetion therewith,
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TBC BANK

Income statement for the 12 months period ended December 31,1998
(Expressed in thousand Lari)

Met interest income
Fews B COMITTiSshoavs
Other aperating income
Total income

Other operating expensed

Met operating profit/iloss)
Incoeme tax

Profit / (lows) after taxation

Earning per share {in GEL)

of these fimarscial stasements and showlid be read in confumctron thenewith,

Prwirousi{Torers @
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Hotes December 31, December 31,
o7 1998

16 1925 6195

LI (422 i1 657}
1503 4538

181 829 1304

a3 434 1229

2766 8 041

19 {1 504) 15 295)

BA2 2 &

20 (o 352)

755 2384

22 26,87 BO.40

ACCRpARYTAR Botes dre dn mtegral part



TBLC BANK
Staternent of change in financial position
{Expressed in thousand Lari)

1. STATEMENT OF CHANGE (N THE FiNARCIAL PosimionN

1. MNet Cash flow fram sperating activities

Pradit (Loss), after taxation <394
[Decreaseifincrease in provision for bad debes, deprechation and other provision 1753
Met Cash flow from operating activities | 4 147
2. Change In operating assatd
fincrease)’ decrease in obligatory rewerve with the Central Bank [136)
{Increase)'decrease in Loans 1o banks (293)
{increase)’ decrease in T- Bondsy £40
{Increaself decreass in hoans to customers including interest receivable i{7927]
(Increaself decrease in other psuots e -1/ 1
Met Cash flow from operating assets 8 003}
3. Change in operating liabilities
increasefidecrease] in deposits from banks (2612
inceeasedecrease) in loan from the Central Bank =
Increasefidecrease) in amounts owned ta other depositon inchuding intenest payable T 406
Increases|decreasa) in liabilities 486
increase(decrease) in Long Lerm assets [P
MNet cash flow from operating llabilities 13 430
et cazh flow from operating activities 1l 5417
4. Change in investing activities
[Purchase)fsedl of fixed assets (526}
[Purchaselfsedl of investments R |
Met cash flow from bnvesting activithes I (1 607}
&, Change in financling sctivities
increased{decrease) in vhare capinal .
increase/[decreate] in resernes -
Met cash flow from financing activities IV
Het increase (decrease] in cash and cash squivalent LRIV T 957
2. RECOMCILIATION STATEMENT
Cash as at Janisary 1, 1998 2347
Met Cash inflew (ousflow] 7057
Cash asz at December 31, 1858 10 304
Detall of cash as at Decamber 31,1998
Cumnent acoownt with the Central Bank E50
Cormespondent account a9m3
Cash 411
Total Cash 10304

T accoumparyieg moles ine i pnisgral pard
of these fimancial statements and should be read in comjunction therewith.

34 Pracswierousiionss @



TBC BAMK
Off-Balance Sheet Statement
(Expressed in thousand Lari)

Wotes December 31, December 31,
15T T99E
Commintments given
Crefit [ine unused 21 574 10417
Commintments recelved
Credit line unused a1 T4 5 500

The incoompanytng motes are an integral part
af these fuamcin! statements and should be ead in comjrnetion therewith.
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TBC BANK

Motes to the Financial Statements
(Expressed in thousand Lari)

NOTES TO THE FINANCIAL STATEMENTS

1. Basis ofF PREPARATION

The financial statements have been prepared in accordance with International Accounting Standards using
the historical cost convention.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.1. Foreign Currencies

Assets and labilities denominated in foreign currencies are converted at the official exchange rate ruling on
the last day of the accounting period. Gains and losses resulting from forelgn currency conversion and
foreign currency dealings are included in the profit and loss account for the year. The exchange rate used for
the conwversion of amounts denominated in United States dollars s 1 USD = 1,8 as at December 31, 1998,

2.2, Interest Expenses and Income

Interest expenses and income due are calculated an an accrual bagis,

The recognition of interest income ceases when the payment of interest or principal is in doubt. and does 5o
automatically If principal or interest payments are 60 days or more in arrears. Any interest previously accrued
but nat received on a loan subsequently placed on a non-accrual basis is reversed, Interest is incleded in
income thereafter only when it is received. Loans are returned to the accruals basls only when doubt about
collectability is removed and when the outstanding arrears of interest and principal ane received.

2.3. Fees and Commission Incame

Fees and Commission consist mainly of fees received for foreign currency transactions and commissions.
Fees arising from guarantess given, opening letters of credit and commissions from managed funds on
behalf of legal entities and citizens are also included,

Loan fees are credited to income upon the granting of the applicable loan Commissions on foreign currency
transactions are credited to income on receipt. Income on the endorsement of bills of exchange is
recagnised only when the bill is received.

36 ProavkrousiToms @



TBC BANK

Notes to the Financial Statements
(Expressed in thousand Lari)

2.4, Investmant

Investment securities are primarily held for yield purposes and are initially stated at cost.

Investmints in equities ane stated at cost less any permanent diminution in value. Dividends are taken to
dividend income when received.

T-Bonds are primarily held for yield purposes and are stated at cost plus the accrued interest.

2.5. Loans and Advances

Loans and Advances are stated net of loan loss provisions.

Specific provisions are made against loans and advances which are considered to be bad or doubtful.
Loans and accrued interest receivables are not wrirten off until the conclusion of liquidation
pracedures or until considered 1o be legally uncollectible,

2.6 Fixed Assots

Fived Assets are stated in the balance shieet at their historical cost less acoumulated depreciation.
Depreciation of fived assets, in compliance with IAS, was recorded as followed in 1998,

Buildings 30 years
Material & Equipment B years
Furniture 5-8 years
Computen 3-5 years
Motor vehicles & years

2.7. Taxatbon

Taxes in current year are paid quarterly. However, owing to forsign investments in the capital, the income tax
Is reduced to 50'% in accordance with the Georglan law till the end of 1999,

2.8, Matters affecting the comparability of the financial statements
for the years 1997 and 1998

As a consequence of the Russian crisis in September 1998 and owing to a number of existing transactions
denominated in US dollars, the financial statements are being impacted by the exchange rate of the Lari
against the US dollars. For information the exchange rate of the dollar was 1,3 GEL for 1 dollar as at
December 31,1997 and 1,8 GEL for 1 dollar as at Decembaer 31, 1998,

Prawiirious(Torers @ 37



TBC BANE
Motes to the Financial Statements
(Expressed in thousand Lari)

2.9 Off Balance sheat items

Off Balance sheeat items include the fedlowing information:
« COMMItMents given
- betters of credit not apen ot the wear end,
- lines of credit given o clients,
- Crsdit line unused by customers

« Commitments received
- International institutions lines of credit unused,
= Guarantees received on letters of credit not covered by deposits at year end,

The off-Balance sheet items do not include such items as, for instance the value of collateral received at year
and,

38 Pravwsiroust{ionss @



TBC BANK

Mates to the Financial Statements

(Expressed in thousand Lari)

3. CAsH AND CASH EQUIVALENTS [IN THOUSAND Lar-KGEL).

Total cash and amounts due fram other banks equal KGEL 2347 and consist of the following:

Lasi Foseign
CUMEnCHEs
Cash in hand 767 15 326 441
Current accounts:
- with foreign banks {nen
{15 countries) 557 18 1 380 1358
- with Georglan Banks D56 4 4
- with C15 banks 63 28 28
Deposits, Intenest bearings with foreign
banks (non CIS countries) 7583 7583
Total cash and cash equivalent 2 347 133 9321 9454
The detail of the accounts opened in foreign banks is as follows

o _Deexcemiber 31, 1957 December 31,1738
Total accounts in foreign banks
(non CIS) 557 B 981
Total accounts in foreign banks
[CIS countries) 63 28
Total correspond accounts
in foreign countries 620 9 009

4. AmounTs wiTH THE CENTRAL BANK (IN THOUSAND Lari-KGEL)

____ Decemnber 31,1997 Decemnber 31, 1998

Total 1575 2 561

Pacsiousi{ToreRs @

~ Decernber 31,1997 December 31, 19968 Total
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TBC BANE
Motes to the Financial Statements
(Expressed in thousand Lari)

5. Loans TO BaNKS (INn THOUSAND Lar-KGEL)

Dexcermiber 31, 1997

Decernber 31, 1958

Total 261

554

The loan to Bank of Geongia is 100% denominated in USD, converted into Lari with the official exchange rate

as at December 31, 1998 (1 USD = 1,8 GEL)L.

The maturity date for the loans to banks is January 1999,

6. T-Bonps (IN THousAND Lari-KGEL)

December 31, 1957 December 31,1998
T-bonds 440
Total _ aw -

7. Loans & PROVISIONS FOR DOUBTFUL DEBTORS (IN THOUSAND LAri-KGEL)

December 31,1997 Decernber 31,1998
Loans 11375 18 307
Accrued interest 260 1083
Sub-total 11635 19 390
Provisions (433) (1E78]
Total 11202 17512

Prcrsis ousi(Zoeess @



TBC BANE
Motes 1o the Financial Statemeants

(Expressed in thousand Lari)

T.1. Analysis by currency

Amaunts in foreign currencies are converted at their respective exchange rate against the Georglan Lari as
at December 31, 19498,

_ Decormiber 31,1997 Decernber 31,1998

Lari denominated 2824 1328
Dautsche Mark denominated 278
United States Dollar denominated BEMN 17 784
Total before provisions = 11 635 19 390
Pravisions {433) (1 878)
Total net after provisions 11 202 17 512

* The above amounts include the accrued interest up to 1 083 KGEL

7.2, Analysis by status of borrowers:

Decemnber 31,1997 % Decernber 31,1958 %
Private companies 10108 7% 15983 B2%
Individuals 1014 % 2682 14%
Public entities 513 4% 725 45
Total loans 11635 100% 19390 100%
Provisions (433) {1 B7E}
Total net after provisions 11 202 17512

7.3. Analysis by original duration and by sector

Partiolio beforaProvision Upto 1 Fomitwd Fomdmé Romemonts Owe Total
month  manhs rroniths to 1 yoar 1 ymar

Private companies 1291 1125 4711 4231 4635 15983
Iredividlueals 1 575 304 1547 255 21682
Public entities 25 715
Tatal 1292 2425 5015 5768 4890 19390
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TBC BANE
Wotes to the Financial Statements
{Expressed in thowsand Lari)

8. Orver Assets [iN THousanD Lam - KGEL)

___ December 31,1957 Decernber 31,1598
State Budget
(Crwer payment on Incoma Tax) 73 -
Credit cards to be recaived ' 70
Advance recelved on Letter of credit for clients - 103
Prepaid expenses - 33
Miscellaneous EH 65
Total other assets - 161 n
9. CORPORATE SECURITIES (IN THOUSAND Lari - KGEL)
December 31,1997 December 31,1598
Total Securities 348 1029
Proncision (54)
Total Securities (nat) 348 Q65
10, Fixep Assers (N THOUSAND Lar - KGEL)
Decerniber 31,1997 Decermber 31, 1958
Taotal flxed assets [Gross Value) 2 357 3323
Cumulated Depreciation (223) (39
Fiwed aissts (net] 2174 3 0D

a Praciviisousi(Toess @



TBC BAME
Notes to the Financial Statements
(Expressed in thousand Lari)

Il. LIABILITIES

11. DEPOSITS FROM BANKS (IN THOUSAND Lam-KGEL)

11.1. Analysis by interest bearing/non interest bearing accounts

December 31, 1697 Decernber 31, 1998
Correspandent accounts
imon interest bearing accounts) 1419 &
Loans received from financial institutions (EBRD) 938 -
Short term deposits from financial institutions
(interest bearing accounts) 261
Total 2618 6

In V5998, amounts with International Financial nstitutions have been restated under “long term liabilities™

{see note 14),

11.2. Analysis by currency

December 31,1997 December 31,1998
Correspondent accounts in Lar 260 1
Correspondent accounts in USD 1159 5
Cormespondent accounts in RUR
Short term deposits in USD 261 -
Total 1680 &

12. DePOSITS FROM NON-FINANCIAL INSTITUTIONS (IN THOUSAND Lari-KGEL)
Befow ks an analysis of depasits made by companies and citizens:
12.1 Analysis by currency

December 31, 1997 Duecember 31,1998
- In forsgn currency B 434 16 534
- In lari 1833 1209
Total Deposits 10317 17 743

These figures include 276 KGEL accrued interest
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TBC BANK

Motes to the Financial Statements
{Expressed in thousand Lari)

Detall of deposits in fareign currencies as at December 31,

LIS Digllars
Russian Rubiles
Deutsche Mark

Deposits in Other currencias

Total Deposits

12.2 Analysis by category

Current accounts
Savings
Time deposils

Total deposits

13. OTHER LIABILITIES (IN THOUSAND LAR-KGEL)

Tames

Tacis Funds
Accrued salaries
Other liabilities

Total other Habilities

14. LonG TERM LIABILITIES (IN THOUSAND LAR-KGEL)

Long term liabilities 1o International Institutions.

Total |
Accrued interest
Tatal

1998 (comverted Into Lari) is as follows:

Below is an analysis of accrued expenses and other liabilities:

_ga:u-rbaril,m?? Decemiber 31, 1958
8164 16 296

112 9

157 73

1 156
8434 16 534

December 31, 1997 Decernber 31,1998

5008 - ET

145 2020

5 164 5 066

10317 17743

Decernber 31, 1997 Decirmber 31, 1998
15 o

314 115

03

204 394

[FE 1108
Dhecember 31, 1558

7 767

353

B120
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TBC BAMK
Motes to the Financial Statements
(Expressed in thousand Lari)

15. SHARE CAPITAL AND SHAREHOLDERS FUNDS (IM THOUSAND Lam - KGEL)

TBC Bank was established as a Joint-Stock Company in December 1992, Its legal address is Georgia, city of
Thilisi, 380079, 11, Chavchavadze Avenue. The current statutory capital which amounts to 2 977 800 Lari was
fully paid as at December 31, 1998.

Shareholders funds December 31, 1997 Decernber 31,1998
Share Capital 2978 2978
Reserves 557 557
Retained earnings 660 1415
Profit [loss) for the year 755 2394

Total Shareholders funds 4950 7 344

Reconciliation of the variation in Shareholders funds
The increase af shareholders funds, under 1AS, are summarnsed as follows (in thowsand Lari) -

Amount

Shareholders funds at January 1, 1997 4950
Increase of capital -
Increase of reserves .
Profit for the year 2394
Shareholders funds as at December 31,1998 7 344

15.1 Share capital

The share capital is composed of 29 776 shares, 100 GEL each shares. All shares are ordinary shares with
same voting right and right on dividends.

15.2 Reserves

Reserves evolved as follows in 1998:

December 31, 1997 December 31,1998
Opening balance sheat 557 557
Contribution from retained earnings
Increase of reserves
Closing balance sheet 557 557

Pravirious{Tores @ 45



TBC BANK
Motes to the Financial Statements
(Expressed in thousand Lari)

15.3 Retained earnings

Decernber 31, 1967 December 31,1998
Opening balance sheet 134 660
Retained earnings 606 755
Contribution to reserwes (B0}
Closing balance sheat G660 1415
15.4 Allocation of profits
The total profit of 1997 (755 KGEL) was allocated to the retained earning in 1998,
16. INTEREST INCOME [IN THOUSAND LARI - KGEL)
1997 TKE
Interest on cormespondent Banks balances 32 £l ]
Interbank loans 49 108
Loans to clients 1 ED6 L8523
Treasury bands ig 237
Total interest income 1925 6195
17. INTEREST EXPENSE (IN THOUSAND Lam: - KGEL)
1997 G
Interesl expenses on deposits 18 1032
Interest on loans from Intermational institutions 77 622
Interest on interbank loans =55 17 - 1
Total interest expense 422 1657
18. OTHER OPERATING INCOME (IN THOUSAND LAR-KGEL)
18.1 Fees and commissions
1997 T
Fees and commissions B9 2274
Total Fees and commissions 829 2274

46
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TBC BANK
Mates to the Financial Statements
{Expressed |n thousand Lari)

18.2 Other operating income
1257 1638
Foreign exchange gains 324 964
Galns on securithes 10 -
Loans written-off and repaid in 1998 177
Other operating income 100 as
Total interest income 434 1229
19.0THER OPERATING EXPENSES (IN THOUSAND Lari-KGEL)
1997 15998
- Feas & commissions on comespondent accouwnts 108 407
- Operating expenses 936 2173
- Provisions, depreciation and other losses 860 2715
Total 1 904 5 295
19.1 Fees & commission on correspondent accounts
1997 1508
= Fees for credit letters granted 9 202
- Fees B commissions related
transaction on correspondent accounts 3 105
- Dther expenses 76 100
Total 108 407
19.2 Dperating expenses
1957 1994
Total 236 2173
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TBC BANK

MNotes to the Financial Statements
(Expressed in thousand Lari}

19.3 Depreciation, provisions and loans written-off

Depreciation on Fixed assets
Prowision on Corporate securities
Proviskon for loans losses

Loans written-off

Total operating expenses

20. Income Tax

Imcore Tax

Total operating expenses

21. OFF-BALANCE SHEET (IN THOUSAND LArI-KGEL)

Commitments given

Credit line unused by customiars,

link to the commitments received

Limes of credit given to clients and unused
Letters of credit open year end

TOTAL
Commitments received

LFR.C. fine unused
EBRD line wrused
D.E.G. line unused
World Bank line unused

Collateral on letters of credit not
covered by deposits at year end

TOTAL

22. EARNING PER SHARE

1557 1558
145 165
54
364 1524
st 962
Ba0 2715
1957 1598
107 352
107 352
Dwecernber 31,1957 Decemnber 31,1998
2974 7218
227
2978
2974 10417
417
2974 579
1259
663
2282
2974 9 500

Earning per share is calculated as the profit after tax (KGEL 2 394) over the average number of ordinary
shares in circulation during 1998 (29 776) in issue and ranking for dividend.
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C_O_J'_I_E_S_p_o_n_d_e_n_t__B-

UNITED STATES OF AMERICA

REPUBLIC NATIONAL BANK OF NEW YORK 425, Fifth Avenue, New York, NY 10018, USA
608491454 (USD) SWIFT:BLICUS 33

CITIBANK 111 Wall Street, New York, NY 10043, USA

36127097 (USD) SWIFT:CITIUS 33

GERMANY

DEUTSCHE BANK D-6236, Frankfurt / Eschborn, Deutschland
9499096 (EUR/DEM / USD) SWIFT: DEUTDEFF

DRESDNER BANK D-60301, Frankfurt / Main, Deutschland

08 122957 00 (EUR), 08 122 957 00 /400 (USD) SWIFT: DRESDEFF

NETHERLANDS
ING BANK [INTERNATIOMALE NETHERLANDS BANK N.V.) 1000 BY Amsterdam, Netherlands
50909835 (EUR), 956240119 (USD) SWIFT; INGBNLZA

AUSTRIA

ING BANK NV, [Vienna) AG A-1010Vienna, Neuer Markt 2, Austria

04713071 01 (MULTT) SWIFT: INGB AT WW

CENTRO INTERNATIOMALE HAMNDELSBANK A - 1015 Tegetthoffstrasse 1, Vienna, Austria
61079060000 ({ MULTT) SWIFT: CENBATWW

FRANCE

CREDIT COMMERCIAL DE FRANCE (C.CF) 103 Avenue des Champs- Elysees,
75419 Paris, Cedex 08, France

0020 348 81 02 (EUR/USD) SWIFT: CCFRFRPP

SWITZERLAND
UNITED EUROPEAN BANK Qual des Berques 11, Case Postale 2280, 1211 Geneva 1, Switzerland
255164 /1 P (USD) SWIFT: UEBGCHGG

TURKEY
TURKIYE HALK BANKASI Tunalihimi Branch, Ankara, Turkey
IW701680 (USD) SWIFT:TRHETR2A

RUSS5IA

CIB ALFA BANK 9M. Porivaevoy str, 107078, MOSCOW, Russia

30111810600000001047(RUR), 60112840300000001031 (USD), 30113795400000001001 (TMM)
SWIFT: ALFARUMM

CB BANK AUSTRIA (MOSCOW)] LLC 19, Dolgorukovskaya str., 103006, Moscow, Russia
30112940800000539158(USD), 30111810100007927 765(RUR) SWIFT: BKAURUMM



i
| 1
1
Wi 1
) e
1
i |
|
i U ]
% 11
1
|l - i
I ! ]
|
|
|
i
i
1
||
i || i
|| | ] !
_ e LR e
1k |
| |
L
] 1 _
J 1 LA
(LA
| | !
| {11fhs
t [
| |
1} 1
__ ] ]
|
T )
I
1
|

il

1__._.-. _I

| . |
il b
Al A%
V] &
| b i
1
] h.
|
[FiL A
i
1y
1
|

[ %l
TERIN
_.u._____.__




