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sameTvalyureo sabWos

Tavmjdomaris mimarTva

pativcemulo
qalbatonebo da batonebo
saqarTvelo mzardi ekonomikis qveyanaa. mTliani

Sida produqtis zrdam gasul wels 9 procenti

Seadgina.  saqarTveloSi  safinanso Suamavlobis

seqtoris udidesi nawili komerciul sabanko mom-

saxurebaze modis. Sesabamisad, sabanko sistemas

qveynis ekonomikuri zrdis tempis daCqarebis

TvalsazrisiT umTavresi roli ekisreba. saqar-

Tvelos mTavrobis, kerZod misi fuladsakredito

agentis saqarTvelos erovnuli bankis mxridan

komerciuli bankebis progresuli da Tanmimdevru-

li mxardaWera qmnis sabanko sistemis mdgradi

ganviTarebis myar safuZvels.

mimzidvelma sainvesticio garemom, erovnuli bank-

is xelSewyobam, jansaRma konkurenciam mniSvnelo-

vani Sedegebi moitana: 2005 wlis ganmavlobaSi

saqarTvelos sabanko seqtoris aqtivebi 50 pro-

centiT gaizarda da 2.54 miliardi lari Seadgina.

STATEMENT OF THE CHAIRMAN
OF THE SUPERVISORY BOARD

Dear
Ladies and Gentlemen,
Georgia is a country of growing economy. Last year the
increase of Gross Domestic Product amounted to 9%. In
Georgia the greatest part of the financial intermediation
sector is taken by the commercial banking service. Ac-
cordingly, the banking system has a critical role in accel-
erating economic growth of the Country. The progres-
sive and steady support of the commercial banks provid-
ed by the Georgian Government and particularly, by its
fiscal agent, National Bank of Georgia, creates a solid
basis for a stable development of the banking system.

sameTvalyureo sabWos Tavmjdomaris mimarTva

The attractive investment environment, support from the
side of National Bank of Georgia and the healthy compe-
tition have produced significant results: during 2005 the
assets of the Georgian banking sector have increased by
50% and have reached 2.54 billion GEL.
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giorgi Crdileli

sameTvalyureo sabWos Tavmjdomare

George Chrdileli
Chairman of the Supervisory Board

Statement of the Chairman of the Supervisory Board

am warmatebaSi mniSvnelovani adgili Cvens banks

ukavia. sakredito portfelis 41 procentiani

zrda - aseTi Sedegi gvqonda 2005 wlis mixedviT.

aRniSnuli Sedegi avtomaturad aisaxa bankis dan-

arCen finansur maCveneblebzec, sadac aseve mzar-

di tendenciebi dafiqsirda.

Cveni bankis prioritetia sruli sabanko momsax-

ureba SesTavazos msxvil da saSualo korporati-

ul klientebs da maTTan dakavSirebul fizikur

pirebs. momsaxurebis xarisxis gaumjobesebisa da

sabanko produqtebis speqtris gafarToebis mizniT

miRebul iqna strategiuli gadawyvetileba saer-

TaSoriso safinanso institutebTan urTierTobe-

bis axal ufro mWidro safexurze gadasvlis Taoba-

ze; kerZod, daiwyo aqtiuri TanamSromloba  evro-

pis rekonstruqciis da ganviTarebis bankTan (EBRD).

bankSi Seqmnili korporatiuli marTvis struq-

tura, maRalkvalificiuri kadrebi, kapitalis

adeqvaturoba da aqtivebis xarisxi aris warmate-

bis garanti Cveni damfuZneblebisa Tu Cveni

meanabreTaTvis. menejments dasaxuli aqvs miznad

kidev ufro gaaZlieros Cveni klienturis da saer-

TaSoriso partniorebis ndoba ~banki qarTusad-

mi~, vinaidan swored ndobis faqtori gaxlavT bank-

is umTavresi kapitali. qveynis sakredito reit-

ingis mateba udides stimuls gvaZlevs bankis

sakredito reitingis amaRlebisaTvis, rac samo-

mavlod iafi finansuri resursis da axali ma-

Ralteqnologiuri produqtebis SeTavazebis sa-

Sualebas mogvcems Cveni klienturisaTvis.

aqcionerebis mier bankis sameTvalyureo sabWosa

da Sesabamisad menejmentis winaSe dasmuli

amocanebi 2005 wels Sesrulebulia. 2006 weli

bankisaTvis unda gaxdes arsebuli rezervebis sru-

li gamovlenis weliwadi, ramac Tavis mxriv kmay-

ofileba unda moutanos Cvens momxmareblebs da

damfuZneblebs.

minda madloba gadavuxado Cvens klientebs, romel-

Ta kmayofileba aris bankis menejmentis erT-erTi

umTavresi amocana. aseve bankis menejments da yve-

la TanamSromels maTze dakisrebuli movaleobeb-

is zedmiwevniT kargad SesrulebisaTvis.

Our Bank holds an important place in this success. 41%
increase of credit portfolio – this is our result in 2005.
This result was automatically reflected in the rest of fi-
nancial indices showing trends of growth.

Our Bank’s priority is to offer full banking service to its
large and medium-sized corporate clients and to the indi-
viduals associated with them. In order to improve service
quality and to expand the spectrum of banking products,
a strategic decision was made to establish close relation-
ship with the international financial institutions; in par-
ticular, an active cooperation with the European Bank for
Reconstruction and Development has started.

The Bank’s corporate management structure, highly qual-
ified staff, the capital adequacy and the quality of assets
are the pledge of success for our founders and for our
depositors. The management is aiming at further enhance-
ment of our customers’ and international partners’ confi-
dence in “Cartu Bank”, as it is the factor that represents
the principal capital of the Bank. The rise of the country’s
credit rating provides us a great stimulus to improve the
Bank’s credit rating that will allow us in future to offer to
our clientele the cheap financial resources and new hi-
tech products.

The objectives set by the shareholders to the Bank’s
supervisory board and, accordingly, to the management
team, were achieved in 2005. The year 2006 should be-
come for the Bank a year of full revelation of existing
reserves, which by its part should give satisfaction to
our customers and our shareholders.

I would like to express my gratitude to our clients, whose
satisfaction is the most important aim of the Bank’s man-
agement, also to the Bank’s management team and all the
employees for thorough fulfillment of their duties and
obligations.
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generaluri direqtoris

mimarTva

qalbatonebo da batonebo!
2005 weli ss ~banki qarTusTvis~ mniSvnelovani

warmatebis weli iyo. bankma sagrZnoblad gazar-

da ZiriTadi finansuri maCveneblebi; 2005 wels

aqtivebi 19%-iT, sakredito portfeli 41%-iT,

xolo depozitebi 13%-iT gaizarda. wlis bolos

bankis mogebam, romelic bankis warmatebuli saqmi-

anobis mniSvnelovani kriteriumia, 7 mln lars

gadaaWarba.

2005 weli CvenTvis warmatebuli iyo ucxouri

fasiani qaRaldebis bazarze moRvaweobis kuTxi-

Tac. bankma aRniSnuli operaciebiT maRalefeq-

turad ganaTavsa finansuri resursebi, Seqmna di-

versificirebuli portfeli da Semdgom misi re-

alizaciidan mniSvnelovani mogeba miiRo.

STATEMENT
OF GENERAL DIRECTOR

Ladies and Gentlemen,
The year 2005 was a year of significant achievements for
JSC “Cartu Bank”. The Bank has increased considerably
the basic financial indices. In 2005 the assets were in-
creased by 19%, the credit portfolio – by 41% and the
deposits - by 13%. By the end of the year the Bank’s
profit, a significant criterion of the Bank’s successful
performance has exceeded 7 million GEL.

generaluri direqtoris mimarTva

The year 2005 was also successful for us in the field of
operations on foreign securities’ market. By these opera-
tions the Bank has highly efficiently placed its financial
resources, created a diversified portfolio and gained sig-
nificant profits as a result of sales.
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gasul wels ~bankma qarTum~ gansakuTrebul war-

matebas miaRwia sabaraTe biznesSi; kerZod, daiw-

yo Cipiani VISA baraTebis gamoSveba da momsax-

ureba, eleqtronuli komerciis proeqtis ganx-

orcieleba, romelic saqarTvelos sabanko seq-

torisaTvis sruliad axalia.

“bankma qarTum~, Tanamedrove mzardi moTxovneb-

is Sesabamisad, mniSvnelovani siaxleebi SesTava-

za Tavis  klienturas: daixvewa da ganviTarda ma-

Ralteqnologiuri produqtebi, dainerga inter-

net-bankis sistema, gaixsna baTumis filiali, ga-

farTovda bankomatebis qseli.

amave periodSi safuZveli Caeyara evropis rekon-

struqciis da ganviTarebis bankTan (EBRD) mola-

parakebis process, ris Sedegadac mimdinare wels

xeli moewera xelSekrulebas vaWrobis xelSewy-

obis programis (TFP) farglebSi bankisaTvis sa-

garantio xazis gaxsnis Sesaxeb.

rogorc msxvil da saSualo korporatiul klien-

tebze da maTTan dakavSirebul fizikur pirebze ori-

entirebuli banki, kargad vacnobierebT momsaxure-

bis xarisxis mniSvnelobas. Tanamedrove sabanko

sferos siaxleebisa da dagrovili biznes gamoc-

dilebis safuZvelze “banki qarTu~ yoveldRiurad

zrunavs klienturisaTvis SesaTavazebeli sabanko

produqtebis daxvewasa da gaumjobesebaze.

msurs madloba gadavuxado Cvens aqcionerebs, bank-

is klientebs da TiToeul TanamSromels.

giorgi kvirikaSvili

generaluri direqtori

George Kvirikashvili
General Director

Statement of General Director

Last year “Cartu Bank” attained a special success in the
plastic cards’ business. Namely, it has launched issu-
ance and service of Visa cards with chips and implement-
ed an e-commerce project, which is totally new for the
banking and trading sectors of Georgia.

In line with the increasing demand “Cartu Bank” has of-
fered important novelties to its clientele: hi-tech prod-
ucts were developed and refined, the internet-banking
system was put into place, a Batumi branch was opened,
the ATM network was expanded. In the same period the
foundation was laid for the negotiations process with
EBRD, which resulted this year in signing of agreement
on opening of the guarantee line for the Bank in the frame-
work of Trade Facilitation Program (TFP).

We, as a bank, which is oriented to the large and the
medium sized corporate clients and associated individu-
als, fully comprehend the importance of quality service.
Based on the novelties of modern banking and on the
business experience acquired, the “Cartu Bank” daily
cares for the refinement and improvement of the banking
products to be offered to the customers.

I would like to thank our shareholders, our clients and
each of our employees.



6



7

sameTvalyureo sabWo

giorgi Crdileli

sameTvalyureo sabWos Tavmjdomare

daviT kiRuraZe

sameTvalyureo sabWos Tavmjdomaris moadgile

zaza maWaraSvili

sameTvalyureo sabWos wevri

menejmentis struqtura

da Semadgenloba

umaRlesi menejmenti

giorgi kvirikaSvili

generaluri direqtori

dimitri qumsiSvili

generaluri direqtoris pirveli moadgile

nato xaindrava

generaluri direqtoris moadgile

menejmenti

laSa xoferia

Sida auditis departamentis ufrosi

manana nadiraZe

mTavari buRalteri

zurab gogua

sakredito departamentis direqtori

beqa kvaracxelia

sakredito departamentis direqtoris moadgile,

msxvili biznesis dakreditebis ganyofilebis

ufrosi

daviT rusia

mcire da saSualo biznesis dakreditebis ganyo-

filebis ufrosi

SUPERVISORY BOARD

George Chrdileli
Chairman of Supervisory Board

David Kighuradze
Deputy Chairman of Supervisory Board

Zaza Macharashvili
Member of Supervisory Board

MANAGEMENT STRUCTURE

Top Management

George Kvirikashvili
Director General

Dimitri Kumsishvili
First Deputy Director General

Nato Khaindrava
Deputy Director General

Management

Lasha Khoperia
Head of Department for Internal Audit

Manana Nadiradze
Chief Accountant

Zurab Gogua
Director of Credit Department

Beka Kvaratskhelia
Deputy Director of Credit Department,
Head of Corporate Clients Lending Unit

David Rusia
Head Of SME Lending Unit

Management Structure
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daviT qoriZe

sakredito administrirebisa da monitoringis

ganyofilebis ufrosi

goCa CikvilaZe

ekonomikuri usafrTxoebis, sakaso da sainkasa-

cio momsaxurebis departamentis direqtori

moris jibuti

sainformacio teqnologiebis departamentis

direqtori

aleqsandre qeTiSvili

plastikuri baraTebis sainformacio teqnolo-

giebis ganyofilebis ufrosi

nana quriZe

plastikuri baraTebis momsaxurebisa da proces-

ingis departamentis direqtori

zurab azaraSvili

plastikuri baraTebis momsaxurebis da proces-

ingis departamentis saoperacio ganyofilebis

ufrosi

zurab TevzaZe

ekonomikuri analizis departamentis direqtori

vladimer asaTiani

ekonomikuri analizis departamenti,

sagegmo-ekonomikuri ganyofilebis ufrosi

mzia gobejiSvili

ekonomikuri analizis departamenti,

monitoringis ganyofilebis ufrosi

ramaz qurdaZe

iuridiuli ganyofilebis ufrosi

gega meTefSiSvili

marketingisa da sazogadoebasTan urTierTobis

ganyofilebis ufrosi

zurab rusiSvili

klientTa momsaxurebis centris ufrosi

David Koridze
Head of Credit Administration and Monitoring Unit

Gocha Chikviladze
Director of Economic Security, Cash and Collection
Services Department

Moris Jibuti
Director of  IT Department

Alexander Ketishvili
Head of Plastic Cards’ IT Unit

Nana Kuridze
Director of Plastic Cards’ Service and Processing Depart-
ment

Zurab Azarashvili
Head of Operational Unit of Plastic Cards’ Service and
Processing Department

Zurab Tevzadze
Director of Economic Analysis Department,

Vladimer Asatiani
Economic Analysis Department
Head of Planning and Economy Unit

Mzia Gobejishvili
Economic Analysis Department
Head of Monitoring Unit

Ramaz Kurdadze
Head of Legal service Department

Gega Metepshishvili
Head of Marketing and Public Relations Department

Zurab Rusishvili
Head of Customers’ Service Center

menejmentis struqtura
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kaxaber kacitaZe

angariSsworebis, sakorespondento urTierTobe-

bisa da dokumenturi operaciebis ganyofilebis

ufrosi

rusudan doliZe

sakaso momsaxurebisa da faseulobis ganyofilebis

ufrosi

besik jiRauri

aqtivebisa da valdebulebebis marTvis ganyofileb-

is ufrosi

giorgi tripolski

xazinis ufrosi

zviad xuxunaSvili

fasiani qaRaldebis ganyofilebis ufrosi

irina museriZe

kadrebis ganyofilebis ufrosi

daviT wulukiZe

sameurneo ganyofilebis ufrosi

filialebis mmarTvelebi

daviT giorgaZe

mTawmindis filialis direqtori

giorgi miqaberiZe

baTumis filialis direqtori

tariel TuTaraSvili

quTaisis filialis direqtori

Kakhaber Katsitadze
Head of Settlement, Correspondent Banking and Docu-
mentary Operations Department

Rusudan Dolidze
Head of Cash Desk Services and Valuables Unit

Besik Jighauri
Head of Assets/Liabilities Management Unit

George Tripolski
Head of Treasury

Zviad Khukhunashvili
Head of Securities Department

Irina Museridze
Head of Human Resources Department

David Tsulukidze
Head of General Service Unit

Branch Directors

David Giorgadze
Director of Mtatsminda Branch

George Mikaberidze
Director of Batumi Branch

Tariel Tutarashvili
Director of Kutaisi Branch

Management Structure
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bankis ganviTarebis istoria

• 1996 wlis 1 noembers dafuZnda saaqcio sazoga-

doeba ~banki qarTu~.

• 1997 wlis 9 ianvars  saaqcio sazogadoeba ~bank-

ma qarTum~ sabanko saqmianobis generaluri li-

cenzia miiRo.

• 1997 wlidan ~banki qarTu~ SWIFT-is saerTa-

Soriso sistemaSi gawevrianda;

• 1998 wels bankma miiRo saqarTvelos fasiani

qaRaldebis gamoSvebis licenzia;

• 2000 wlis ianvridan banki Tavis klientebs

sTavazobs swraf fulad gzavnilebs popularuli

sistemiT Western Union-i;

• 2001 wlis aprilSi ~bankma qarTum~  Seisyida

ss ~absolutbankis~ aqtivebisa da valdebulebeb-

is nawili;

• 2001 wlis aprilSi saerTaSoriso sabaraTe

sistemam VISA INTERNATIONAL ~bank qarTus~ viza

saerTaSoriso sistemis ZiriTadi wevris statusi

mianiWa;

• 2002 wlis aprilSi bankma MASTERCARD-Tan

kontraqts moawera xeli da Europay saerTa-

Soriso sagadasaxado sistemis ZiriTadi wevri

gaxda;

• 2002 wels, pirvelad saqarTveloSi, ~bank qar-

Tusa~ da Diners Club International-is saerTaSoriso

sagadasaxado sistemas Soris daido generaluri

xelSekruleba baraTebis momsaxurebis Sesaxeb;

• 2002 wels mediaholding ~jorjian Taimsis~

tradiciulma biznes-reitingma kompania ~banki

qarTu~ da misi xelmZRvaneli saqarTvelos 21

saukeTeso kerZo kompaniaTa Soris daasaxela.

BANK DEVELOPMENT HISTORY

• On November 1, 1996 JSC “Cartu Bank” was found-
ed;

• On January 9, 1997 JSC “Cartu Bank” received the
general license for banking business;

• 1997 “Cartu Bank” entered SWIFT international sys-
tem;

• 1998 the Bank received a license for issuance of secu-
rities;

• Since January 2000 the Bank has offered its custom-
ers a fast money transfer service through a popular sys-
tem Western Union;

• April 2001 “Cartu Bank” purchased the assets and
liabilities of JSC “Absolute bank”;

• April 2001 the International Card System VISA IN-
TERNATIONAL granted “Cartu Bank” a status of the
principal member of VISA INTERNATIONAL;

• April 2002 the Bank signed a contract with MASTER-
CARD and became a principal member of International
Payment System - Europay International;

• 2002, for the first time in Georgia, “Cartu Bank” and
the International Payment System, “Diners Club Interna-
tional” signed a general agreement on card servicing;

• 2002 the traditional business-rating of Media Hold-
ing “Georgian Times” named the Company “Cartu Bank”
and its Top Manager among the best 21 private compa-
nies of Georgia;

History of Bank Development
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• 2003 wlis 25 maiss mediaholding ~jorjian

Taimsis~ mier organizebul yovelwliuri biznes-

reitingis sazeimo ceremoniaze ~banki qarTu~

~wlis saukeTeso kompania/biznesad~ dasaxelda.

banki dajildovda priziT nominaciaSi - ~stabi-

luri progresi da dinamiuroba~;

• 2004 wlidan bankma moipova AMERICAN EX-
SPRESS baraTebis momsaxurebis ufleba;

• 2004 wels bankma daiwyo MASTERCARD baraTe-

bis gamoSveba;

• 2004 wlis oqtomberSi, ~bank qarTus~ saqarTve-

los savaWro da momsaxurebis obieqtebSi MAS-
TERCARD plastikuri baraTebis momsaxurebis

ufleba mieniWa;

• 2004 wels bankma, partnior bankebTan erTad,

danerga axali sabanko produqti - fuladi gzav-

nilebi ~swrafi fosta~;

• 2005 wlis 28 noembers gaixsna ~banki qarTu~-s

baTumis filiali;

• 2005 wlis noemberSi ~bankma qarTum~ daasru-

la VISA International-Tan eleqtronuli komerci-

is proeqtis sertifikacia;

• 2005 wels ~bankma qarTum~ daiwyo molapar-

akeba evropis rekonstruqciisa da ganviTarebis

bankTan (EBRD) vaWrobis xelSewyobis programa-

Si (TFP) monawileobis Sesaxeb.

• On May 25, 2003 the “Cartu Bank” was named as
“The Best Company/Business Of The Year” on annual
business-rating festive ceremony organized by Media
Holding “Georgian Times”. The Bank was awarded the
prize in nomination “Stable Progress and Dynamics”;

• Since 2004 the Bank has obtained the right to serve
AMERICAN EXPRESS cards;

• 2004 the Bank started issuance of MASTERCARD
plastic cards;

• October 2004 “Cartu Bank” was given the right to
provide the service of MASTERCARD plastic cards in
trade and service units of Georgia;

• 2004 the Bank in cooperation with the partner banks
implemented a new banking product – “Rapid Post” mon-
ey transfers;

• November 28, 2005 Batumi Branch was opened;

• November 2005 “Cartu Bank” has completed the cer-
tification of E-Commerce project with VISA Interna-
tional;

• 2005 “Cartu Bank” started the negotiations with the
European Bank for Reconstruction and Development
(EBRD) to participate in Trade Facilitation Program (TFP).

bankis ganviTarebis istoria
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finansuri Sedegebi

finansuri miRwevebi da maCveneblebi

2005 wels mniSvnelovani zrda dafiqsirda bankis

ZiriTadi finansuri maCveneblebis mixedviT.

2005 wlis ganmavlobaSi bankis wminda aqtivebi

stabilurad matulobda da wlis bolos 244.9 aTasi

lari Seadgina. wina welTan SedarebiT es maCvene-

beli 39.3 mln lariT, anu 19%-iT gaizarda.

wlis ganmavlobaSi bankis mTliani valdebulebe-

bi gaizarda 20 mln lariT da 166 mln lars gada-

aWarba. zrda ganpirobebulia rogorc subor-

dinirebuli valdebulebebis, aseve klientebis de-

pozitebis matebiT.

FINANCIAL RESULTS
Financial Achievements and Indicators

In 2005 a significant growth of main financial indicators
was stated.

During 2005 the Bank’s net assets were steadily increas-
ing and amounted to 244.9 thousand GEL at the end of
the year. In comparison with the previous year this index
has increased by 39.3 million GEL, that is, by 19%.

During the year the total liabilities of the Bank have in-
creased by 20 million GEL and have exceeded 166 million
GEL. The increase is conditioned by the increase of both
the subordinated liabilities and the clients’ deposits.

bolo wlebis bankis aqtivebisa da valdebulebebis struqturis dinamika
Dynamics of Structure of the Bank’s Assets and Liabilities in Recent Years
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Total Assets

finansuri Sedegebi
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sadepozito portfelis zrda
Growth of Deposit Portfolio
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Semosavlebis dinamika
Income Dynamics

sagrZnoblad moimata bankis Semosavlebma 2005

wels da misma moculobam Seadgina  28,544,000 lari.

In 2005 the Bank income has increased perceptibly and
its volume has amounted to 28.544.000 GEL.

Semosavlebis dinamika 2003-2005

Income trends in the years 2003-2005

wminda Semosavlebi

Net income
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sadepozito portfeli

Deposit Portfolio

Financial Results



16

Semosavlebi

Revenues

xarjebi

Expenses

miRebuli sakomisioebi da Semosavlebi

momsaxurebidan

Commission charges and revenues
17%

wminda mogeba savaluto operaciebidan

Net profit from currency related operations
5 %

wminda mogeba fasiani qaRaldebis

operaciebidan

Net profit from securities
10%

sxva Semosavlebi

Other revenues
5 %

saprocento Semosavlebi

Interest income
63%

gadaxdili sakomisioebi

da momsaxurebis xarjebi

Paid commission charges and services
6 %

saprocento xarjebi

Interest expenses
13%

sxva xarjebi

Other expenses
13%

saprocento Semosavlis momtan aqtivebze SesaZlo

gaufasurebis danakargebis rezervis formireba

Formation of reserves to cover the possible
inflation losses on deposits

28%

saoperacio xarjebi

Operation operational expenses
40%

12
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5
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45

1
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5

finansuri Sedegebi
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12,00%

10,00%

8,00%

6,00%

4,00%

2,00%

0,00%

2003 2004 2005

sagrZnoblad gaizarda ~banki qarTus~ kapital-

isa da aqtivebis Semosavlianoba (ROE da ROA) 2005

wlis ganmavlobaSi

During 2005 “Cartu Bank’s” return on equity and return
on assets (ROE and ROA) increased considerably

ROE

ROA

200520042003

bankis klienti iuridiuli da fizikuri pirebis

raodenobis cvlileba bolo wlebis (2001-2005)

ganmavlobaSi

Changes in number of the Bank’s clients – legal entities
and individuals for recent years, 2001-2005

fizikuri da iuridiuli pirebis angariSebis raodenobis dinamika bolo wlebis ganmavlobaSi

Dynamics of Clientele Growth 2001-2005
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10.09%1.01%3.30%

3.26%0.31%1.43%

kapitalis Semosavlianoba

Return on equity (ROE)

aqtivebis Semosavlianoba

Return on assets (ROA)

fizikuri pirebis

angariSebi

Accounts of Individuals

iuridiuli pirebis

angariSebi

Accounts of the legal
entities

Financial Results
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fizikuri da iuridiuli pirebis angariSebis

raodenobis dinamika bolo wlebis ganmavlobaSi

Dynamics of the number of clients -  Individuals’ and
Legal entities’ -  deposits during recent years
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bankis klientebis angariSebze saxsrebis cvlilebis dinamika
Dynamics of the balances on accounts of the Bank’s clients

Legal Entity On other banks accounts Private Sector

sakredito portfeli

2005 wlis ganmavlobaSi moxda ~banki qarTu~-s

sakredito portfelis dinamiuri zrda, xarisxis

amaRleba da struqturis gaumjobeseba; kerZod,

sakredito portfelis moculobam 172,3 mln. lars

gadaaWarba da wina welTan SedarebiT 41%-iT

gaizarda. wminda sesxebma mTliani sesxebis 97%

da bankis wminda aqtivebis 67% Seadgina.

saangariSo periodis bolos bankis sakredito

portfelis saSualo Sewonilma procentma wli-

uri 12.97% Seadgina.

2005 wels mniSvnelovnad daixvewa sakredito

politikisa da dakreditebis meTodologia. seri-

ozuli yuradReba mieqca biznes-proeqtebis da-

muSavebasa da maTi damtkicebis vadebs. bankis

sakredito politika ufro metad moqnili, xolo

sesxis aReba ufro moxerxebuli gaxda.

2005 wels gaizarda bankis aqtiuroba grZelvadi-

ani dakreditebis kuTxiT da erT welze meti va-

diT gacemuli sesxebis moculobam mTliani sesx-

ebis 82% Seadgina.

Credit portfolio

During 2005 a dynamic growth and improvement of qual-
ity and structure of the Bank’s credit portfolio has taken
place; namely, the volume of credit portfolio exceeded
172.3 million GEL and increased by 41% in comparison
with the previous year. The net loans amounted for 97%
of total loans and 67% of the Bank’s net assets.

At the end of the accounting period the weighted aver-
age interests for credit portfolio of the Bank amounted to
12.97% p.a.

In 2005 the methodology of credit policy and crediting
was significantly refined. A serious attention was devot-
ed to the elaboration of business projects and to the
timing of their approval. The Bank’s credit policy has
become much more flexible, while the obtaining of a loan
has become more convenient.

In 2005 the Bank’s long-term crediting activities increased
and the loans with longer than one year accounted for
82% of total loans.

finansuri Sedegebi
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sesxebis gacema seqtorebis mixedviT 2004-2005 wlebSi
Lending in 2004-2005, by sectors

sakredito saqmianobis kuTxiT, bolo ori wlis

ganmavlobaSi “banki qarTus~ mier arCeuli iyo

ZiriTadad sami prioritetuli seqtori:

mrewveloba, vaWroba da momsaxureba. 2005 wlis

ganmavlobaSi gansakuTrebuli zrda aRiniSneba

mrewvelobis sxvadasxva dargis dafinansebaSi.

Over the last two years “Cartu Bank” has chosen three
main priority sectors for its crediting activities: industry,
trade and services. During 2005 a significant increase is
noted in financing of different fields of industry.
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~banki qarTus~ moqnili sakredito politikis

Sedegad, Tbilissa da regionebSi mravali mniS-

vnelovani proeqti ganxorcielda. gamoikveTa

msesxeblebis raodenobis zrdis tendencia.

saqarTveloSi am etapze didi mniSvneloba eniWe-

ba eqsportze orientirebuli da importSemcvle-

li warmoebis dafinansebas, radgan qveynis prior-

iteti samrewvelo potencialis amoqmedeba da misi

ganviTarebis xelSewyobaa. swored amitom ~banki

qarTu~ kvlav saqarTvelos mrewvelobis erT-erT

umsxviles kreditorad rCeba.

As a result of the flexible credit policy of “Cartu Bank”, a
lot of important projects were implemented in Tbilisi and
other regions of Georgia. Uptrend of numbers of lenders
became obvious.

At this stage a great importance is attached to financing
of export-oriented and import-replacing production in
Georgia, as the Country’s priority is to set in motion the
industrial potential and to support its development. There-
fore, the “Cartu Bank” still remains one of the largest
creditors of Georgian industry.
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miRwevebi

saerTaSoriso bazarze

evropis rekonstruqciisa da ganviTarebis bankTan

(EBRD) 2005 wels daiwyo molaparakebebi, xolo

mimdinare wels xeli moewera xelSekrulebas

vaWrobis xelSewyobis programis (TFP) fargleb-

Si “banki qarTusaTvis~ sagarantio xazis gaxsnis

Sesaxeb.

xelSekruleba iTvaliswinebs EBRD-s mier 3 mln

aSS dolaris farglebSi ~banki qarTus~ mier war-

moebuli saerTaSoriso dokumenturi operacieb-

is uzrunvelyofas. amiT ~bankma qarTum~ klien-

tebs mniSvnelovnad gauadvila da maTTvis xelm-

isawvdomi gaxada saerTaSoriso dokumenturi op-

eraciebiT sargebloba.

saqarTvelos bazarze

2005 wlis 28 noembers gaixsna ~banki qarTus~ ba-

Tumis filiali, romelic momsaxurebaTa srul

speqtrs sTavazobs momxmareblebs.

2005 wels mniSvnelovani investicia ganxorciel-

da maRalteqnologiuri prduqtebis ganviTarebis

mimarTulebiT. dainerga internet-banki, romelic

saSualebas aZlevs Cvens klientebs bankSi mousv-

lelad efeqturad marTon sakuTari angariSebi.

2005 wlis ganmavlobaSi bankomatebis qsels q.

TbilisSi Tormeti, q. baTumsa da quTaisSi ki oTxi

axali bankomati daemata;

ACHIEVEMENTS

On International Market
In 2005 the negotiations were started with the European
Bank for Reconstruction and Development (EBRD) and
this year the agreement was signed on opening of a guar-
antee line for “Cartu Bank” within the framework of Trade
Facilitation Program (TFP).

The agreement provides securing up to 3 million USD by
EBRD for international documentary operations conduct-
ed by “Cartu Bank”. As a result, “Cartu Bank” has made
the international documentary operations significantly
easier and accessible for its clients.

On Georgian Market
On November 28, 2005 a Batumi Branch of  “Cartu Bank”
was opened. The Branch offers a full spectrum of servic-
es to the customers.

In 2005 an important investment was made in the devel-
opment of hi-tech products. An Internet-Bank was set
up, which allows our clients to manage their accounts
from the distance.

During 2005 the ATM’s network was expanded by add-
ing 12 in Tbilisi and 4 in Batumi and Kutaisi.

miRwevebi
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plastikuri baraTebi

~banki qarTu~ lideria sabaraTe biznesSi. ~banki

qarTus~, VISA da MASTERCARD saerTaSoriso

plastikuri baraTebis gamoSvebasTan da momsax-

urebis uflebasTan erTad aqvs sakuTari sapro-

cesingo centri da erTaderTi bankia adgilobriv

bazarze, romelic emsaxureba  AMERICAN EXPRESS
da DINERS CLUB baraTebs POS-terminalebiT

uzrunvelyofs savaWro obieqtebs da axorcielebs

oTxive tipis plastikuri baraTebis tranzaqcie-

bis procesings.

Tanamedrove teqnologiebis ganviTarebasTan erTad

da klientebis moTxovnebis dakmayofilebis mizniT,

“banki qarTus~ saprocesingo centrma 2005 wels

daiwyo eleqtronuli komerciis farTomasStabi-

ani proeqtis ganxorcieleba. pirvelad

saqarTveloSi ~banki qarTus~ saprocesingo cen-

tris meSveobiT msoflios nebismieri kompanii-

saTvis SesaZlebeli gaxda internetSi, sakuTar veb-

gverdze saerTaSoriso VISA plastikuri baraTeb-

is meSveobiT gadaxdebis  teqnikuri ganxorciele-

ba da Tanxebis anazRaureba. mniSvnelovania is, rom

es procesi xorcieldeba viza saerTaSoriso

sistemis uSualo monawileobiT, rac zrdis inter-

netuli tranzaqciebs daculobis xarisxs da am-

cirebs saeWvo tranzaqciebis raodenobas.

sakuTari klientebis momsaxurebis gaumjobesebisa

da axali servisebis SeTavazebis mizniT, 2005 wels

dainerga mobiluri telefonebis meSveobiT sxva-

dasxva tipis momsaxurebisa da informaciis miwode-

ba. baraTis mflobels SMS Setyobinebis meSveobiT

SeuZlia Seamowmos balansi mis sabaraTe angariSze,

avtomaturad miiRos informacia ganxorcielebu-

li tranzaqciebisa da Caricxvebis Sesaxeb.

2005 wels ~banki qarTus~ saprocesingo centri

gadavida Cipiani baraTebis gamoSvebasa da momsax-

urebaze. programuli uzrunvelyofis danergvisa

da Sesabamisi Tanamedrove aRWurvilobis SeZenisa

da sertifikaciis aucilebeli procesebis gavlis

Semdeg “banki qarTus~ klientebs yvelaze Tanamed-

rove da srulyofili  Cipiani plastikuri baraTe-

bis upiratesobebiT sargeblobis saSualeba miecaT.

2005 wels Cveni baraTebiT ganxorcielebuli

tranzaqciebis moculobam Seadgina 48.600.000 aSS

dolari, romelic 2004 wlis monacemTan Sedare-

biT 2-jer metia (23.500.000 aSS dolari 2004 wels),

2005 wels damzadebulia 25.700 plastikuri bara-

Ti (21.700 baraTi 2004 wels).

Plastic Cards
“Cartu bank” is a leader in the Cards’ Business in Geor-
gia. “Cartu Bank” besides the right to issue and service
VISA and MASTERCARD international plastic cards, also
has its own processing center and is the only bank on
local market, which is servicing AMERICAN EXPRESS
and DINERS CLUB cards, provides trade units with POS-
terminals and conducts processing of transactions of all
four types of plastic cards.

In line with the development of modern technologies and
in order to satisfy customer needs, the processing center
of “Cartu Bank” started an implementation of a large-
sized E-Commerce project in 2005. For the first time in
Georgia it has become possible for any company of the
world to conduct technical payments and repayments
through the processing center of “Cartu Bank”, using
their international VISA plastic cards on their web-sites
in internet. It is important that the process is going with a
direct participation of VISA International System that in-
creases the security level of internet transactions and
reduces the number of suspicious transactions.

In order to improve customer care and to offer them new
services, provision of different types of services and in-
formation with the use of mobile phones was introduced
in 2005. Using the SMS service the owner of the card is
able to check the balance of the card account, automati-
cally receive information on conducted transactions and
transfers.

In 2005 the processing center of “Cartu Bank” switched
to the issuance and servicing of the cards with chip. Af-
ter the installation of software, purchase of conformable
modern equipment and finalization of necessary process-
es of certification, the clients of  “Cartu Bank” were given
the priority to use the most modern and improved plastic
cards with chip.

The volume of transactions affected by our cards in 2005
amounted to 46 600 000 USD, that is 2-fold increase com-
pared to 2004 (23 500 000 USD in 2004). 25 700 plastic
cards were produced in 2005 (21 700 cards in 2004).
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“banki qarTus~ plastikuri baraTebiT SesaZle-

belia Tanxebis usafrTxod da moqnilad marTva,

rogorc bankomatebis farTo qselSi, aseve mraval

savaWro da momsaxurebis obieqtSi.

mravali saxelmwifo da kerZo organizacia sarge-

blobs “banki qarTus~ mier SeTavazebuli saxelfaso

programiT da TanamSromelTa xelfasebis gacemas

plastikuri baraTebiT awarmoebs. mniSvnelovania,

rom yoveldRiurad izrdeba baraTebis momxmare-

belTa raodenoba, gafarTovda im savaWro da mom-

saxurebis obieqtTa ricxvi, sadac saqonlis an mom-

saxurebis SeZena unaRdo angariSsworebiT warmoebs.

2006 wels dagegmilia bankomatebis qselis gafar-

Toeba. sistematurad izrdeba baraTebiT Catare-

buli operaciebis raodenoba da moculoba. mniS-

vnelovania teqnologiebis ganviTareba raTa Cvens

plastikuri baraTebis mflobelebs kidev ufro

mravalferovani da srulyofili momsaxurebebi

SevTavazoT.

informaciuli teqnologiebi

2005 wels ganaxlda bankis teqnikuri baza, ramac

aamaRla teqnikuri uzrunvelyofis saSualebis

xarisxobrivi maCveneblebi da informaciuli na-

kadebis siswrafe da saimedooba.

mTlianad ganaxlda SWIFT-is mxardaWeris teqni-

kuri da programuli uzrunvelyofa. mniSvnelovnad

gaizarda sakaso (POS) terminalebis qseli, rogorc

VISA da MASTERCARD aseve AMERICAN EXPRESS  da

DINERS CLUB momsaxurebis uzrunvelyofiT.

banki eleqtronuli angariSsworebis sistemiT

~banki-klienti~ Tavis klienturas sTavazobs sa-

banko operaciebis warmarTvas. “internet-banking-

is~ meSveobiT klients SeuZlia sxvadasxva komu-

naluri momsaxurebis Rirebulebis gadaxda da

magTis, balis, jeoselis da lai-lais balansis

Sevseba, garda amisa, amonawerebis miReba sakuTari

angariSis Sesaxeb, aseve SesaZlebeli gaxda an-

gariSebze gadaricxvebi da sxvadasxva operacieb-

is warmarTva saxlidan an  ofisidan gausvlelad.

The plastic cards of the “Cartu Bank” enable for safe and
flexible money management both in a broad network of
ATM’s and in many units of trade and service.

Many state and private organizations use salaries pro-
gramme offered by “Cartu Bank” and pay the salaries to
their employees with the use of plastic cards. It is impor-
tant that the number of card users is growing daily and
the number of trade and service units where the goods or
services are purchased on account is increasing.

It is planned to expand the ATM’s network in 2006. The
number and the volume of operations conducted with
the use of cards are increasing steadily. The develop-
ment of technologies is important for offering even more
diverse and perfect services to our plastic card owners.

Information technologies
In 2005 the Bank’s technical basis was renewed, which
has improved the qualitative parameters of technical as-
surance facilities, the speed and the reliability of informa-
tion flow.

Hardware and software support for SWIFT was fully up-
dated. The network of point-of-sale (POS) terminals was
expanded significantly for servicing VISA and MASTER-
CARD, and also AMERICAN EXPRESS and DINERS
CLUB.

The Bank offers its clients to conduct banking operations
through electronic accounting system “Bank-Client”. With
the use “Internet-banking” system the client is able to pay
for the public utilities, replenish Magti, Bali, Geocell and
Lai-lai balance, receive the statement for own bank ac-
count. It has also become possible to make transfers and
several operations without leaving home or office.
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miznebi da samomavlo gegmebi

~banki qarTu~ ukve 9 welia moRvaweobs saqarTve-

los sabanko seqtorSi da gamoirCeva inovaciuro-

biTa da klientebisadmi partnioruli midgomiT.

~banki qarTu~ momavalSic apirebs mniSvnelovnad

aamaRlos  klientTa momsaxurebis xarisxis done

da SesTavazos maT bazarze arsebuli yvela saban-

ko produqti da mravali novacia.

2006 wels, iseve rogorc 2005 wels gagrZeldeba

dinamiuri muSaoba maRalteqnologiuri produ-

qtebis ganviTarebis mimarTulebiT. banki klien-

ti, internet-banki, SMS momsaxurebebi plas-

tikuri baraTebisaTvis, komunaluri gadaxdebi

internetis meSveobiT, el-komercia, es im momsax-

urebebis arasruli siaa, romelTa ganviTareba

dagegmilia 2006 wels.

“banki qarTu~ gansakuTrebuli xarisxiTa da pirobe-

biT moemsaxureba korporatiul klientebs, gaafar-

Toebs sabanko produqtebis speqtrs da momxmare-

blebs SesTavazebs rogorc axal, aseve arsebul

produqtebs gaumjobesebuli da moqnili pirobebiT.

~banki qarTu~ gegmavs mWidro urTierTobebis dam-

yarebas regionSi moqmed saerTaSoriso safinan-

so institutebTan. aRsaniSnavia, rom evropis re-

konstruqciisa da ganviTarebis bankTan (EBRD)

dadebuli xelSekruleba sagarantio xazis gamoy-

ofaze, ~banki qarTusaTvis~ safinanso insti-

tutebTan aqtiuri urTierTobebisken gadadgmu-

li pirveli nabijia. banki apirebs kidev ufro

gaaRrmaos urTierTobebi saerTaSoriso safinan-

so institutebTan da organizaciebTan, raTa maT-

Tan urTierTTanamSromlobiT axali momsaxurebe-

bi SesTavazos klientebs.

OBJECTIVES AND FUTURE PLANS

“Cartu Bank” has been already operating in banking sec-
tor of Georgia for 9 years and it is distinguished by being
innovative and reliable partner for the clients.
“Cartu Bank” intends to improve further the level of ser-
vice quality and offer to its clients all types of banking
products and innovations.

In 2006, like 2005, a dynamic work will go on for develop-
ment of hi-tech products. Bank-Client, Internet-bank, SMS
services, public utility payments via internet, E-Commerce
- this is the incomplete list of services planned to be
developed in 2006.

“Cartu Bank” will serve its corporate clients with special
quality and conditions; it will expand the spectrum of
banking products and will offer its customers both the
new and the existing products with improved and flexible
terms.

“Cartu Bank” plans to establish close relations with the
international financial institutions active in the region. It
should be noted that the agreement signed with the Euro-
pean Bank for reconstruction and Development (EBRD)
on allocation of guarantee line is a first step of “Cartu
Bank” towards active relations with financial institutions.
The Bank plans to further strengthen the relations with the
international financial organizations and offer new servic-
es to the clients through this collaboration.
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filialebi

saTao ofisi - WavWavaZis gamz. #39
a
,  

0162 Tbilisi

tel: (995 32) 92 55 92

faqsi: (995 32) 22 15 19

krwanisi-mTawmindis filiali - vekuas q. #1,

0105 Tbilisi

tel: (995 32) 93 89 22

faqsi: (995 32) 92 19 38

quTaisis filiali - faliaSvilis q #4,

4600 quTaisi

tel: 8231 4 11 48

faqsi: 8231 4 11 45

baTumis filiali - griboedovis q #2,

6000 baTumi

tel: 888 222 7 59 00

faqsi: 888 222 7 65 04

THE BRANCHES

Head Office - 39a Chavchavadze Ave.,
0162 Tbilisi
tel: (995 32) 92 55 92
fax: (995 32) 22 15 19

Krtsanisi-Mtatsminda Branch - 1 Vekua St.,
0105 Tbilisi
tel: (995 32) 93 89 22
fax: (995 32) 92 19 38

Kutaisi Branch -  4 Paliashvili St.,
4600 Kutaisi
tel: 8231 4 11 48
faqsi: 8231 4 11 45

Batumi Branch - 2 Griboedov St.,
6000 Batumi
tel: 888 222 7 59 00
fax: 888 222 7 65 04



25Correspondence relations and accounts

sakorespondento urTierTobebi da angariSebi

CORRESPONDENCE RELATIONS AND ACCOUNTS

STANDARD SETTLEMENT INSTRUCTIONS
JSC “Cartu Bank”

39a, Chavchavadze Ave., Tbilisi 0162, Georgia
http://www.cartubank.ge       cartubank@cartubank.ge

(+995 32) 230021, Corr. bank: 913169, 251410;     (+995 32) 221519, Corr. bank: 230383, 251410
SWIFT: CRTU GE 22;    CHIPS UID: 407624;    Telex: 914695 ROSK RU;    Bank Code: 220101081

Registration Number: 229;     Tax Payer Identification Number: 204891652

AUD:
Dresdner Bank AG, Frankfurt am Main SWIFT: DRES DE FF Acct #: 4990812309300800
GBP:
Dresdner Bank AG, Frankfurt am Main SWIFT: DRES DE FF Acct #: 4990812309300006
CHF:
Dresdner Bank AG, Frankfurt am Main SWIFT: DRES DE FF Acct #: 4990812309300039
EUR:
Banca di Roma, Rome SWIFT: BROM IT RR Acct #: 42487
Bank of Cyprus, Nicosia SWIFT: BCYP CY 2N Acct #: 01435048002724
Deutsche Bank AG, Frankfurt am Main SWIFT: DEUT DE FF Acct #: 947490910
Dresdner Bank AG, Frankfurt am Main SWIFT: DRES DE FF Acct #: 4990812309300888
American Express Bank GmbH, Frankfurt am Main SWIFT: AEIBDEFX Acct #: 18163805
Société Générale, Paris SWIFT: SOGE FR PP Acct #: 001013708320
IMPEXBANK, Moscow SWIFT: IMPE RU MM Acct #: 30112978700000000043
RUR:
IMPEXBANK, Moscow SWIFT: IMPE RU MM Acct #: 30231810400000000007
USD:
ABN AMRO Bank NV, Amsterdam SWIFT: ABNA NL 2A Acct #: 533941865
AREXIMBANK, Yerevan SWIFT: RKAS AM 22 Acct #: 100530102
Banca di Roma, Rome SWIFT: BROM IT RR Acct #: 42489
Bank of Cyprus, Nicosia SWIFT: BCYP CY 2N Acct #: 01435006002252
Deutsche Bank AG, Frankfurt am Main SWIFT: DEUT DE FF Acct #: 947490900
Dresdner Bank AG, Frankfurt am Main SWIFT: DRES DE FF Acct #: 4990812309300400
Deutsche Bank Trust Company Americas, New York SWIFT: BKTR US 33 Acct #: 04417110
American Express Bank Ltd, New York SWIFT: AEIBUS33 Acct #: 753624
IMPEXBANK, Moscow SWIFT: IMPE RU MM Acct #: 30112840100000000001
Société Générale, New York SWIFT: SOGE US 33 Acct #: 184853
*Slaviansky Bank, Moscow (credit card a/c) SWIFT: SLBM RU MM Acct #: 30112840600000000015
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1

CARTU BANK GROUP
Independent Auditors’ Report

and Consolidated Financial Statements

For the year ended 31 December 2005



2

INDEPENDENT AUDITORS’ REPORT

To the Shareholders of Cartu Bank Group:

We have audited the accompanying consolidated balance sheet of JSC Cartu Bank (the “Bank”) and its
subsidiaries (“Cartu Bank Group” or the “Group”) as at 31 December 2005 and the related consolidated
income statement and consolidated statements of cash flows and changes in equity (“the consolidated finan-
cial statements”) for the year then ended. These consolidated financial statements are the responsibility of
the Group’s management. Our responsibility is to express an opinion on these consolidated financial state-
ments based on our audit.

We conducted our audit in accordance with International Standards on Auditing. Those Standards require
that we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting princi-
ples 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.

In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidat-
ed financial position of the Group as at 31 December 2005, and the consolidated results of its operations and
cash flows for the year then ended, in accordance with International Financial Reporting Standards.

10 March 2006
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Notes 2005 2004
(Restated)

Interest income 4, 25 18,126 8,168
Interest expense 4, 25 (2,833) (2,464)

NET INTEREST INCOME BEFORE ALLOWANCE FOR 
IMPAIRMENT LOSSES ON INTEREST BEARING ASSETS 15,293 5,704

Allowance for impairment losses on interest bearing assets 5 (5,988) (2,301)

NET INTEREST INCOME 9,305 3,403

Net gain on securities held for trading 2,865 2,935
Net gain/(loss) on foreign exchange operations 6 1,308 (1,484)
Fee and commission income 7, 25 4,936 3,844
Fee and commission expense 7 (1,355) (1,338)
Net gain on derecognition of investments held to maturity - 442
Dividends received 422 -
Other income 8, 25 887 962

NET NON-INTEREST INCOME 9,063 5,361

OPERATING INCOME 18,368 8,764

OPERATING EXPENSES 9, 25 (8,483) (7,048)

OPERATING PROFIT 9,885 1,716

(Allowance)/recovery of allowance for impairment
losses on other and off balance sheet transactions 5 (244) 98

INCOME BEFORE INCOME TAX 9,641 1,814

Income tax expense 10 (2,589) (1,353)

NET INCOME 7,052 461

Attributable to:

Equity holdings of the parent 6,968 555
Minority interest 84 (94)

7,052 461

On behalf of the Management Board

Chairman of the Supervisory Board General Director

The notes on pages 8-43 form an integral part of these consolidated financial statements. The Independent
Auditors’ Report is on page 2.
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Notes 2005 2004
(Restated)

ASSETS:
Cash and balances with the National Bank of Georgia 11 19,289 21,819
Securities held-for-trading 12 - 23,270
Loans and advances to banks, net 13 43,947 25,570
Loans to customers, net 14, 25 162,575 115,900
Investments available-for-sale 15 92 92
Goodwill 16 10,873 11,615
Fixed and intangible assets, net 17 6,410 5,229
Other assets, net 18 1,746 2,178

TOTAL ASSETS 244,932 205,673

LIABILITIES AND EQUITY:
LIABILITIES
Loans and advances from banks 19 510 483
Customer accounts 20, 25 73,711 65,661
Provisions for off balance sheet transactions 5 311 205
Income tax liabilities 10 156 166
Other liabilities 21 1,040 502

75,728 67,017
Subordinated debt 22, 25 90,538 79,670

Total liabilities 166,266 146,687

EQUITY

Share capital 23 54,716 42,088
Reserves 23,112 16,144

Equity attributable to equity holders of the parent 77,828 58,232
Minority interest 838 754

Total equity 78,666 58,986

TOTAL LIABILITIES AND EQUITY 244,932 205,673

On behalf of the Executive Board

Chairman of the Supervisory Board General Director

The notes on pages 8-43 form an integral part of these consolidated financial statements. The Independent
Auditors’ Report is on page 2.
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Share Retained Total Minority Total
capital earnings Interest Equity

31 December 2003 (Restated) 30,128 15,589 45,717 848 46,565
Share capital increase of ordinary shares 11,960 - 11,960 - 11,960
Net profit - 555 555 (94) 461

31 December 2004 (Restated) 42,088 16,144 58,232 754 58,986

Share capital increase of ordinary shares 12,628 - 12,628 - 12,628
Net profit - 6,968 6,968 84 7,052

31 December 2005 54,716 23,112 77,828 838 78,666

On behalf of the Management Board

Chairman of the Supervisory Board                        General Director

The notes on pages 8-43 form an integral part of these consolidated financial statements. The Independent
Auditors’ Report is on page 2.
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Notes 2005 2004
CASH FLOWS FROM OPERATING ACTIVITIES:

Profit before income tax and minority interest 9,641 1,814
Adjustments for:

Provision for impairment losses on interest bearing assets 5,988 2,301
Provision for impairment losses on other transactions 244 (98)
Impairment of goodwill 742 742
Depreciation and amortisation 554 513
Net unrealized loss arising from changes in foreign currency exchange rates 671 4,565
Change in interest accruals, net 644 (80)

Cash flows from operating activities before
changes in operating assets and liabilities 18,484 (9,757)

Changes in operating assets and liabilities

(Increase)/decrease in operating assets:

Minimum reserve deposit with the National Bank of Georgia (181) 43
Loans and advances to banks (21,399) 5,339
Loans to customers (54,305) (60,848)
Net proceeds on sale of investments held-for-trading 22,848 2,412
Other assets 294 (62)
Increase/(decrease) in operating liabilities:

Loans and advances from banks 26 (7,630)
Customer accounts 8,157 13,764
Purchase of investments held-for-trading - (23,270)
Other liabilities 538 (941)

Cash outflow from operating activities before taxation (25,538) (61,436)

Income tax paid (2,599) (1,353)

Net cash outflow  from operating activities (28,137) (62,789)

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchase of fixed assets (3,876) (2,266)
Purchase of intangible assets (260) (430)
Proceeds from disposal of fixed and intangible assets 2,428 473
Dividends received 422 -

Net cash outflow from investing activities (1,286) (2,223)
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Notes 2005 2004
CASH FLOWS FROM FINANCING ACTIVITIES:

Issue of ordinary share capital 12,628 11,960
Proceeds from subordinated debt 11,262 74,225

Net cash inflow from financing activities 23,890 86,185

Effect of foreign exchange rate changes on cash and cash equivalents (64) (1,338)

NET (DECREASE)/INCREASE IN CASH
AND CASH EQUIVALENTS (5,533) 21,173

CASH AND CASH EQUIVALENTS,
BEGINNING OF THE YEAR 11 33,052 13,217

CASH AND CASH EQUIVALENTS, END OF THE YEAR 11 27,455 33,052

Interest paid and received by the Group during the year ended 31 December 2005 amounted to
GEL 3,114 thousand and GEL 19,051 thousand, respectively.

Interest paid and received by the Group during the year ended 31 December 2004 amounted to
GEL 2,256 thousand and GEL 7,880 thousand, respectively.

On behalf of the Management Board

Chairman of the Supervisory Board General Director

The notes on pages 8-43 form an integral part of these consolidated financial statements. The Independent
Auditors’ Report is on page 2.
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ORGANIZATION

JSC Cartu Bank (the “Bank”) is a joint-stock bank, which was incorporated in Georgia in 1996. The
Bank is regulated by the National Bank of Georgia (the “NBG”) and conducts its business under license
number 229. The Bank’s primary business consists of commercial activities, operations with securities,
foreign currencies, originating loans and guarantees and taking deposits.

The registered address of the Bank is 39a Chavchavadze Avenue, Tbilisi, Georgia.

The Bank has two branches in Tbilisi and branches in Kutaisi and Batumi.

The Bank is a parent company of the Cartu Bank Group (the “Group”). The following subsidiary is
consolidated in the financial statements:

The Bank ownership
interest

Name Country of operation 2005 2004 Type of operation

Insurance Company
Cartu Ltd Georgia 60% 60% Insurance

Insurance Company Cartu Ltd was formed as a limited liability partnership under the laws of Georgia on
13 September 2001. The company’s principal activity is insurance.

The Bank also has investments in other subsidiaries and associates that have not been consolidated as
such consolidation would not have had a significant effect on the consolidated financial statements taken
as a whole (see Note 15).

The number of employees of the Bank as at 31 December 2005 and 2004 was 181 and 203, respectively.

The Bank is part of the Cartu Group, a large Georgian conglomerate located in Tbilisi.

As at 31 December 2005, the following shareholders owned more than 5% of the issued shares.

2005 ownership 2004 ownership
Shareholder interest % interest %

JSC Cartu Group 25% 25%
LTD Interservice 25% 25%
JSC Transinvest 25% 25%
JSC Iagundi 25% 25%
Total 100% 100%

The ultimate parent company of the Bank is JSC Cartu Group.

1.
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The core activities of the Cartu Bank Group are banking and financial services, food production, manu-
facturing, trade, real estate and agriculture.

These consolidated financial statements were authorized for issue by the Management Board on 10
March 2006.

BASIS OF PRESENTATION

Accounting basis

These consolidated financial statements of the Group have been prepared in accordance with Interna-
tional Financial Reporting Standards (“IFRS”) under the historical cost convention. These consolidated
financial statements are presented in thousands of Georgian Lari (“GEL”) unless otherwise indicated.

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

Functional currency

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

SIGNIFICANT ACCOUNTING POLICIES

Basis of Consolidation

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

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

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

2.

3.
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Goodwill

Goodwill arising on consolidation represents the excess of the cost of acquisition over the Group’s
interest in the fair value of the identifiable assets and liabilities of a subsidiary, associate or jointly con-
trolled entity at the date of acquisition.

The Group tests goodwill for impairment at least annually.

If the Group’s interest in the net fair value of the identifiable assets, liabilities and contingent liabilities
exceeds the cost of the business combination, the Group:

(a) reassess the identification and measurement of the Group’s identifiable assets, liabilities and con-
tingent liabilities and the measurement of the cost of the combination; and
(b) recognise immediately in profit or loss any excess remaining after that reassessment.

On disposal of a subsidiary, associate or jointly controlled entity, the attributable amount of goodwill is
included in the determination of the profit or loss on disposal.

Recognition and measurement of financial instruments

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

Financial assets and liabilities 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
the acquisition or issue of the financial asset or financial liability. The accounting policies for subsequent
re-measurement of these items are disclosed in the respective accounting policies set out below.

Cash and cash equivalents

Cash and cash equivalents include cash on hand, unrestricted balances on correspondent and time deposit
accounts with the National Bank of Georgia with original maturity within 90 days, advances to banks in
countries included in the Organization for Economic Co-operation and Development (“OECD”), which
may be converted to cash within a short period of time and Government trading debt securities denominat-
ed in GEL. For the 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 (note 11).

Loans and advances to banks

In the normal course of business, the Bank 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 account-
ed for under the effective interest method based on expected maturity. Amounts due from credit institu-
tions are carried net of any allowance for impairment losses.
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Securities held-for-trading

Securities held-for-trading represent financial securities acquired principally for the purpose of selling
them in the near term, or it is a part of portfolio of identified financial instruments that are managed
together and for which there is evidence of a recent and actual pattern of short-term profit-taking, or it
is a derivative (except if it is designated and effective hedging instrument). Securities held-for-trading
are initially recorded and subsequently measured at fair value. The Group uses quoted market prices to
determine fair value for the Group’s securities held-for-trading. When reliable market prices are not
available or if liquidating the Group’s position would reasonably be expected to impact market prices, fair
value is determined by reference to price quotations for similar instruments traded in different markets
or management’s estimates of the amounts that can be realized from an orderly disposition over a period
of time, assuming current market conditions. Fair value adjustment on securities held-for-trading is rec-
ognized in the income statements for the period.

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.

All loans originated 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 as losses on origination of assets. 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 and advances to customers are carried
net of any allowance for impairment losses.

Write off of loans and advances

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

Non-accrual loans

Once a financial asset or a group of similar financial assets has been written down as a result of an
impairment loss, interest income is thereafter recognized using the rate of interest used to discount the
future cash flows for the purpose of measuring the impairment loss.
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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 the carrying amount and the present value of expected
future cash flows, including amounts recoverable from guarantees and collateral, discounted at the
financial asset’s original effective interest rate, for financial assets which are carried at amortized cost.
If in a subsequent period the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognized, the previously recognized impair-
ment loss is reversed by adjusting an allowance account. For financial assets carried at cost the allow-
ance for impairment losses is measured as the difference between the carrying amount of the financial
asset and the present value of estimated future cash flows discounted at the current market rate of
return for a similar financial asset. Such impairment losses are not reversed.

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

The change in the allowance for impairment losses is charged to the income statement and the total of
the allowance for impairment losses is deducted in arriving at assets as shown in the balance 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 impair-
ment 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 ade-
quate to absorb losses incurred on the risk assets.

Investments available for sale

Investments available for sale represent 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 mea-
sured at fair value, with such re-measurement recognized directly in equity, plus accrued coupon in-
come. The Group uses quoted market prices to determine the fair value for the Group’s investments
available for sale. If such quotes do not exist, management’s estimation is used. Interest earned on
investments available for sale is reflected in the income statement as interest income on investment
securities. Dividends received are included in dividend income in the income statement.
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When there is objective evidence that such securities have been impaired, the cumulative loss previously
recognized in equity is removed from equity and recognized in the income statement for the period.
Reversals of such impairment losses on debt instruments, which are objectively related to events occur-
ring after the impairment, are recognized in the income statement for the period. Reversals of such
impairment losses on equity instruments are not recognized in the income statement.

Fixed and intangible assets

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

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

Buildings 50 years
Office equipment 5 years
Data processing equipment 5 years
Vehicles and others 6-7 years
Intangible assets 10 years

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

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 be-
tween the carrying amounts of assets and liabilities in the consolidated financial statements and the
corresponding tax bases used in the computation of taxable profit, and is accounted for using the balance
sheet liability method. Deferred tax liabilities are generally recognized for all taxable temporary differ-
ences and deferred tax assets are recognized to the extent that it is probable that taxable profits will be
available against which deductible temporary differences can be utilized. Such assets and liabilities are
not recognized if the temporary difference arises from goodwill or from the initial recognition (other than
in a business combination) of other assets and liabilities in a transaction that affects neither the tax profit
nor the accounting profit.
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The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the
asset to be recovered.

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

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

Deposits from banks and customers

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

Share capital

Share capital is recognized at cost. Share capital contributions made in the form of assets other than
cash are stated at their fair value at the date of contribution.

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 dis-
closed accordingly.

Retirement and other benefit obligations

In accordance with the requirements of the Georgian legislation, the Group withholds amounts of pen-
sion contributions from employee salaries and pays them to the state pension fund. This pension system
requires the employer to make contributions based on the percentage of the current gross salary pay-
ments. This expense is charged in the period the related salaries are earned. Upon retirement all retire-
ment benefit payments are paid by the state pension fund. The Group does not have any pension ar-
rangements separate from the state pension system. The Group has no post-retirement benefits or other
significant compensated benefits requiring accrual.

Contingencies

Contingent liabilities are not recognized in the consolidated financial statements unless it is probable that
an outflow of resources will be required to settle the obligation and a reliable estimate can be made.
Contingent assets are not recognized in the consolidated financial statements but disclosed when an
inflow of economic benefits is probable.
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Recognition of income and expense

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

Fee and commission income

Fee and commission income includes loan origination fees, loan commitment fees, loan servicing fees
and other fees. Loan origination fees are deferred, together with the related direct costs, and recognized
as an adjustment to the effective interest rate of the loan. 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 commit-
ment fees are recognized in the income statement over the remaining period of the loan commitment.
Where a loan commitment expires without resulting in a loan, the loan commitment fee is recognized in
the income statement on expiry. Loan servicing fees are recognized as revenue as the services are
provided. All other commissions are recognized when services are provided.

Foreign currency translation

Monetary assets and liabilities denominated in foreign currencies are translated into Georgian Lari at the
appropriate spot rates of exchange ruling at the balance sheet date. Foreign currency transactions are
accounted for at the exchange rates prevailing at the date of the transaction. Profits and losses arising
from these translations are included in net gain/(loss) 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 2005 31 December 2004

GEL/USD 1.793 1.825
GEL/EUR 2.125 2.485
GEL/RUR 0.062 0.066

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.
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Restatements due to the changes in IFRS

Certain restatements have been made to the consolidated financial statements as at 31 December 2004
and for the year then ended to comply with the changes in IAS 1 “Presentation of Financial Statements”,
and IFRS 3 “Business combinations” effective for the periods beginning on or after 1 January 2005.
Such restatements have been done retrospectively to the earliest financial statements period presented.

According to the revised IAS 1 “Presentation of Financial Statements”, the profit or loss attributable to
minority interest should not be presented in the financial statements as an item of income or expense.

According to IFRS 3 “Business combinations”, goodwill acquired in a business combination is no longer
amortised.  The Standard requires that the Group tests goodwill for impairment annually.

Changes in IFRS

The International Accounting Standards Board has amended a number of IAS’s and issued certain
IFRS’s effective for the reporting period beginning 1 January 2005. The effect of these changes was not
significant for the financial statements of the Bank for the year ended 31 December 2005.

IAS 39 “Financial Instruments: Recognition and Measurement” was amended in July 2005 and is effec-
tive for the reporting period beginning 1 January 2006, and IFRS 7 “Financial Instruments: Disclosures”
was introduced in August 2005 and is effective for the reporting period beginning 1 January 2007.

NET INTEREST INCOME

Net interest income comprises:
2005 2004

Interest income
Interest on loans to customers 18,189 7,856
Interest on loans and advances to banks 459 312
Discount of loans to customers (522) -

Total interest income 18,126 8,168

Interest expense
Interest on subordinated debt (2,037) (1,279)
Interest on customer accounts (782) (1,102)
Interest on loans and advances from banks (14) (83)

Total interest expense (2,833) (2,464)

Net interest income before provision for impairment
losses on interest bearing assets 15,293 5,704

4.
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ALLOWANCE FOR IMPAIRMENT LOSSES

The movements in allowance for impairment losses were as follows:

Loans and Loans to Total
advances to customers

banks

31 December 2003 273 4,465 4,738

Allowance 390 1,911 2,301
Write off of assets (510) (4,371) (4,881)
Recoveries of assets previously written off - 576 576

31 December 2004 153 2,581 2,734

Allowance / (Recovery) (153) 6,141 5,988
Write off of assets - (480) (480)
Recoveries of assets previously written off - 220 220

31 December 2005 - 8,462 8,462

The movements in allowances for impairment losses on other and off balance sheet transactions were
as follows:

Other assets Guarantees Total
issued

31 December 2003 1,346 238 1,584

Allowance / (Recovery) (280) 182 (98)
Write off of assets (1,640) (215) (1,855)
Recoveries of assets previously written off 699 - 699

31 December 2004 125 205 330

Allowance 138 106 244
Write off of assets (183) - (183)
Recoveries of assets previously written off 33 - 33

31 December 2005 113 311 424

5.
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NET GAIN/(LOSS) ON FOREIGN EXCHANGE OPERATIONS

Net gain/(loss) on foreign exchange operations comprise:

2005 2004
Dealing differences, net 1,979 3,081
Translation differences, net (671) (4,565)

Total net gain/(loss) on foreign exchange operations 1,308 (1,484)

FEE AND COMMISSION INCOME AND EXPENSE

Fee and commission income and expense comprise:

2005 2004
Fee and commission income:
Cash operations 2,069 1,788
Settlements 1,197 705
Foreign exchange operations 1,114 841
Documentary operations 48 146
Other 508 364

Total fee and commission income 4,936 3,844

Fee and commission expense:
Cash operations (847) (709)
Settlements (285) (388)
Foreign exchange operations (90) (50)
Other (133) (191)

Total fee and commission expense (1,355) (1,338)

OTHER INCOME

Other income comprises: 2005 2004

Insurance premiums 233 69
Income from other banking operations 654 893

Total other income 887 962

6.

7.

8.
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OPERATING EXPENSES

Operating expenses comprise: 2005 2004
Salaries and bonuses 3,417 3,334
Financial aid 1,194 137
Goodwill impairment 742 742
Depreciation and amortization 554 513
Occupancy 404 287
Security expenses 305 286
Professional services fees 270 167
Postal expenses 195 220
Taxes other than income tax 172 240
Repairs and maintenance 108 153
Revenues from fines written off 109 31
Other expenses 1,013 938

Total operating expenses 8,483 7,048

INCOME TAXES

The Group provides for taxes based on the statutory 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.

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

Temporary differences as at 31 December 2005 and 2004 comprise:

2005 2004

Deferred assets:
Investments 422 442
Other liabilities - 55
Other assets - 3,675
Other - 135

Total deferred assets 422 4,307

9.

10.
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Deferred liabilities:
Loans to customers, net - -
Fixed and intangible assets, net (255) (3,847)
Total deferred liabilities (255) (3,847)

Net deferred assets 167 460

Net deferred tax asset at statutory rate of 20% 33 92
Less valuation allowance (33) (92)

Net deferred tax asset - -

Relationships between tax expenses and accounting profit for the year ended 31 December 2005 and
2004 are explained as follows:

2005 2004
Profit before income taxes 9,641 1,814

Tax at the statutory rate 1,928 363
Change in valuation allowance 59 155
Tax effect of permanent differences 602 835

Income tax expense 2,589 1,353

Current income tax expense 2,589 1,353
Deferred income tax expense - -

Income tax expense 2,589 1,353

Income tax assets and liabilities consist of the following:

2005 2004
Current income tax liabilities (156) (166)
Deferred income tax liabilities - -

Income tax liabilities (156) (166)
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CASH AND BALANCES WITH THE NATIONAL BANK OF GEORGIA

Cash and cash equivalents comprise:

2005 2004
Cash on hand 8,344 7,329
Balances with the National Bank of Georgia 10,945 14,490
Total cash and balances with the National Bank of Georgia 19,289 21,819

The balances with the NBG as at 31 December 2005 and 2004 include GEL 5,939 thousand and GEL
5,758 thousand, respectively, which represent the minimum reserve deposits required by the NBG. The
Bank is required to maintain the reserve balances at the NBG at all times.

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

2005 2004
Cash and balances with the National Bank of Georgia 19,289 21,819
Loans and advances to banks in OECD countries 14,105 16,991

33,394 38,810
Less minimum reserve deposit with the National Bank of Georgia (5,939) (5,758)
Total cash and cash equivalents 27,455 33,052

SECURITIES HELD FOR TRADING

Securities held for trading comprise:

Ownership 2005 Ownership 2004
share% share%

Shares:

Rostelecom - - 0.16 4,797
Ural-Sviaz-Inform - - 0.11 2,640
Severo-Zapadni Telecom - - 0.25 2,403
Iuzhtelecom - - 0.44 2,217
Centrtelecom - - 0.2 1,908
Severstal’ - - 0.03 1,748
GAS - - 0.32 1,128
RAO AES - - 0.005 1,038
Avtovaz - - 0.07 996
Volga Telecom - - 0.06 890
Noriliski Nikel - - 0.004 810
Berkhnesaldinskoe MO - - 0.03 519
Other shares - - 0.02 2,176
Total securities held-for-trading - 23,270

11.

12.
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LOANS AND ADVANCES TO BANKS, NET

Loans and advances to banks comprise: 2005 2004
Loans and advances to banks 28,472 7,899
Correspondent accounts with other banks 15,470 17,771
Accrued interest income on loans and advances to banks 5 53

43,947 25,723
Less allowance for impairment losses - (153)

Total loans and advances to banks, net 43,947 25,570

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

As at 31 December 2005 and 2004 the Group had restricted deposits totaling GEL 1,072 thousand and
GEL 913 thousand, respectively, under operations with plastic cards and money transfers.

LOANS TO CUSTOMERS, NET

Loans to customers comprise:

2005 2004
Originated loans 169,988 116,555
Accrued interest income on loans to customers 1,049 1,926

171,037 118,481
Less allowance for impairment losses (8,462) (2,581)

Total loans to customers, net 162,575 115,900

2005 2004
Loans collateralized by real estate, production
equipment and   other fixed assets 147,044 74,630
Loans collateralized by inventory 9,319 12,169
Loans collateralized by precious metals 1,978 3,561
Loans collateralized by cash 1,336 21,907
Loans collateralized by other collateral 6,079 2,559
Unsecured loans 4,232 1,729
Accrued interest income on loans to customers 1,049 1,926

171,037 118,481
Less allowance for impairment losses (8,462) (2,581)

Total loans to customers, net 162,575 115,900

13.

14.
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Movements in allowances for impairment losses for the years ended 31 December 2005 and 2004 are
disclosed in note 5.

2005 2004
Analysis by industry
Manufacturing 63,540 36,604
Trading 35,714 34,826
Services 32,983 12,170
Securities trading - 19,677
Individuals 10,155 9,220
Other 27,596 4,058
Accrued interest income on loans to customers 1,049 1,926

171,037 118,481
Less allowance for impairment losses (8,462) (2,581)

Total loans to customers, net 162,575 115,900

As at 31 December 2005 and 2004 the Group provided  loans to 6 and 3 customers amounted to GEL 18,436
thousand and GEL 19,677 thousand, respectively, which individually exceed 10% of the Group’s equity.

INVESTMENTS AVAILABLE FOR SALE

Investments available for sale comprise:

Country of Main % 2005 2004
incorporation activity Holding

Cartu Broker LLC Georgia Brokerage 100 35 35

Reestri 2001 Ltd Georgia Registrar 60 15 15

Tbilisi Currency Interbank
Stock Exchange Georgia Stock 8 39 39

exchange

Central Interbank Depositary
of Securities TCISE Plus Georgia Depositary 9 3 3

Total investments available for sale 92 92

These subsidiaries and associated companies have not been consolidated or accounted for under the
equity method since the financial position as at 31 December 2005 and 2004 and the results for the years
then ended were not material to the Group.

15.
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GOODWILL

2005 2004
At cost
At 1 January 14,220 14,220
At 31 December 14,220 14,220

Impairment losses
At 1 January 2,605 1,863
Impairment losses for the year 742 742
At 31 December 3,347 2,605

Carrying amount
At 1 January 11,615 12,357

At 31 December 10,873 11,615

FIXED AND INTANGIBLE ASSETS, NET

Buildings Office Data Vehicles Intangible Total
equipment processing and  assets

equipment other

At cost
31 December 2004 2,215 1,287 1,362 999 1,285 7,148
Additions 2,596 959 216 105 260 4,136
Disposals (2,432) (65) (4) (70) (2) (2,573)

31 December 2005 2,379 2,181 1,574 1,034 1,543 8,711

Accumulated depreciation
31 December 2004 94 466 571 562 226 1,919
Charge for the year 30 149 187 81 107 554
Disposals (46) (52) (4) (68) (2) (172)

31 December 2005 78 563 754 575 331 2,301

Net book value
31 December 2005 2,301 1,618 820 459 1,212 6,410

Net book value
31 December 2004 2,121 821 791 437 1,059 5,229

The gross carrying values of the fixed assets that were fully depreciated at 31 December 2005 and 2004
amounted to GEL 549 thousand and GEL 351 thousand, respectively.

Intangible assets comprise software and licenses.

17.

16.
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OTHER ASSETS

Other assets comprise: 2005 2004

Advances paid 574 242
Accounts receivable 302 414
Taxes receivable, other than income tax 41 223
Repossessed assets 27 209
Other 915 1,215

1,859 2,303
Less allowance for impairment losses (113) (125)

Total other assets, net 1,746 2,178

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

LOANS AND ADVANCES FROM BANKS

Loans and advances from banks comprise: 2005 2004
Demand deposits 434 483
Time deposits 75 -
Accrued interest expense on deposits from banks 1 -

Total loans and advances from banks 510 483

CUSTOMER ACCOUNTS

Customer accounts comprise:

2005 2004

Repayable on demand 56,753 53,039
Time deposits 16,853 12,502
Accrued interest expense on customer accounts 105 120

Total customer accounts 73,711 65,661

18.

19.

20.
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Analysis of customer accounts by sector:

2005 2004
Individuals 26,129 23,100
Charity 14,088 254
Real estate constructions 10,955 6,487
Trade 6,109 15,019
Transport and communication 4,636 1,033
Mining 945 409
Energy 419 450
Agriculture 277 419
State authorities 77 1,221
Other 9,971 17,149
Accrued interest expense on customer accounts 105 120

Total customer accounts 73,711 65,661

OTHER LIABILITIES

Other liabilities comprise:

2005 2004

Taxes payable, other than income tax 745 60
Settlements on other transactions 218 366
Other 77 76
Total other liabilities 1,040 502

SUBORDINATED DEBT

Subordinated debt comprises:

2005 2004
Georgian Holding Ltd 17,925 18,250
Fin Service XXI 17,925 18,250
Fin Service XXI 8,963 9,125
Inter Consulting Plus Ltd 17,925 18,250
Inter Consulting Plus Ltd 12,548 -
Inter Consulting Plus Ltd 8,963 9,125
Christa Enterprises Ltd 6,274 6,388
Accrued interest expense on subordinated debt 15 282
Total subordinated debt 90,538 79,670

21.

22.
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On 17 October 2005 the Group entered into a subordinated debt agreement with Inter Consulting Plus Ltd.
which provided the Group with a subordinated loan bearing interest at 2% per annum in the amount of USD
7,000,000. The loan is repayable in ten years from the date of disbursement.

On 21 June 2004 the Group entered into a subordinated debt agreement with Georgian Holding Ltd. which
provided the Group with a subordinated loan bearing interest at 2% per annum in the amount of USD
10,000,000. The loan is repayable in fifteen years from the date of disbursement.

On 21 June 2004 the Group entered into a subordinated debt agreement with Fin Service XXI which provid-
ed the Group with a subordinated loan bearing interest at 2% per annum in the amount of USD 10,000,000.
The loan is repayable in fifteen years from the date of disbursement.

On 2 October 2004 the Group entered into a subordinated debt agreement with Fin Service XXI which
provided the Group with a second subordinated loan bearing interest at 6% per annum in the amount of USD
5,000,000. The loan is repayable eighteen months from the date of disbursement.

On 21 June 2004 the Group entered into a subordinated debt agreement with Inter Consulting Plus Ltd which
provided the Group with a subordinated loan bearing interest at 2% per annum in the amount of USD
10,000,000. The loan is repayable in fifteen years from the date of disbursement.

On 2 October 2004 the Group entered into a subordinated debt agreement with Inter Consulting Plus Ltd
which provided the Group with a second subordinated loan bearing interest at 2% per annum in the amount
of USD 5,000,000. The loan is repayable eighteen months from the date of disbursement.

On 27 February 2002 the Group entered into a subordinated debt agreement with Chista Enterprises Ltd.
which provided the Group with a subordinated loan bearing interest at 6% per annum in the amount of USD
3,500,000. The loan is repayable in fifteen years from the date of disbursement.

All subordinated debt agreements provide a put option, according to which the Group has a right to sell
common shares of the Bank to the lender at a nominal value during the agreement validity period. The put
option comprises 190% of the statutory capital of the Bank at 31 December 2005 (2004: 190%).

In the event of the bankruptcy or liquidation of the Group, the repayment of this debt is subordinate to the
repayment of the Group’s liabilities to all other creditors.
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SHARE CAPITAL

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

Authorized Unissued share Paid share Total share
share capital capital capital capital

Ordinary shares 80,000 25,284 54,716 54,716

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

Authorized Unissued share Paid share Total share
share capital capital capital capital

Ordinary shares 42,088 - 42,088 42,088

As at 31 December 2005 the authorized share capital of the Bank comprised 80,000 ordinary shares
(2004: 42,088) of par value 1,000 GEL each, of which 54,716 were issued and fully paid. Based on the
Court Resolution dated 4 October 2005 the Bank’s Charter Capital was increased to 80,000 shares, with
the nominal par value of GEL 1,000 per share. These shares are held equally between the four existing
shareholders of the Bank.

The holders of ordinary shares are entitled to receive dividends as declared and are entitled to one vote
per share at annual and general shareholders’ meetings of the Group.

FINANCIAL COMMITMENTS AND CONTINGENCIES

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

As at 31 December 2005 and 2004, the nominal or contract amounts and the risk amounts were:

     2005 2004
Nominal Risk Nominal Risk
amount weighted amount weighted

amount  amount

Guarantees issued 15,568 15,568 10,275 10,275
Letters of credit 8,340 262 1,346 673
Commitments on credits and unused credit lines 132 48 1,372 637
Total contingent liabilities and credit commitments 24,040 15,878 12,993 11,585

23.

24.
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Movements in allowances for impairment losses for the years ended 31 December 2005 and
31 December 2004 are disclosed in note 5.

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

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

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

2005 2004
Not later than 1 year 36 387
Later than 1 year and not later than 5 years 138 174
Later than 5 years 1,137 1,761

Total operating lease commitments 1,311 2,322

Taxes - Georgian tax legislation in particular may give rise to varying interpretations and amendments.
In addition, as management’s interpretation of tax legislation may differ from that of the tax authorities,
transactions may be challenged by the tax authorities, and as a result the Group may be assessed
additional taxes, penalties and interest. The Group believes that it has already made all tax payments, and
therefore no allowance has been made in the consolidated financial statements. Tax years remain open
to review by the tax authorities for three years.

Pensions and retirement plans - Employees receive pension benefits from Georgian government in
accordance with the laws and regulations of the country. As at 31 December 2005 and 2004 the Group
was not liable for any supplementary pensions, post-retirement health care, insurance benefits, or retire-
ment indemnities to its current or former employees.

Operating Environment - The Group’s principal business activities are within Georgian laws and reg-
ulations 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.
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TRANSACTIONS WITH RELATED PARTIES

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

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

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

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

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

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

(f) Parties with joint control over the Group;
(g) Joint ventures in which the Group is a venture.

In considering each possible related party relationship, attention is directed to the substance of the
relationship, and not merely the legal form. The Group had the following transactions outstanding with
related parties:

2005 2004
Related party Total category Related party Total category

transactions as per financial transactions as per financial
statements statements

caption caption

Loans to customers, gross 9,390 169,988 7,853 116,555
Accrued interest on loans to customers 62 1,049 161 1,926
Allowance for impairment losses - `(8,462) (336) (2,581)

Loans to customers, net 9,452 162,575 7,678 115,900

Customer accounts 3,012 73,606 2,950 65,541
Accrued interest on customer accounts 5 105 1 120

Total customer accounts 3,017 73,711 2,951 65,661

Subordinated debt 90,538 90,538 79,670 79,670

25.
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During the years ended 31 December 2005 and 2004 the Group originated loans and advances to related
party customers amounting to GEL 8,910 thousand and GEL 23,115 thousand, respectively, and received
loans and advances repaid of GEL 16,400 thousand and GEL 18,629 thousand, respectively.

During the years ended 31 December 2005 and 2004 the Group received deposits from related party
customers of GEL 154,452 thousand and GEL 144,070 thousand, respectively, and repaid deposits and
advances totalling GEL 161,850 thousand and GEL 146,481 thousand, respectively.

2005 2004
Related party Total category Related party Total category

transactions as per financial transactions as per financial
statements statements

caption caption

Guarantees issued - 15,568 96 10,275

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

2005 2004
Related party Total category Related party Total category

transactions as per financial transactions as per financial
statements statements

caption caption

Interest income 18,126 8,168
- related companies 545 928 -
- key management personnel 2 - 3 -

Interest expense 2,833 2,464
- related companies - -

- key management personnel 1 -

Fee and commission income 4,936 3,844
- related companies - - 101 -
- key management personnel - - - -
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2005 2004
Related party Total category Related party Total category

transactions as per financial transactions as per financial
statements statements

caption caption

short-term employee benefits 172 3,417 105 3,334

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

FAIR VALUE OF FINANCIAL INSTRUMENTS

Estimated fair value disclosures of financial instruments is made in accordance with the requirements of
IAS 32 “Financial Instruments: Disclosure and Presentation” and IAS 39 “Financial Instruments: Rec-
ognition 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. As no readily available published price quotations in an active
market exist for a large part of the Group’s financial instruments, judgment is necessary in arriving at fair
value using a valuation technique, based on current economic conditions and specific risks attributable to
the instrument.

The 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 2005 31 December 2004
Carrying Fair Carrying Fair

 value  value  value  value

Cash and balances with the National Bank of Georgia 19,289 19,289 21,819 21,819
Securities held for trading - - 23,270 23,270
Loans and advances to banks, net 43,947 43,947 25,570 25,570
Loans to customers, net 162,575 162,575 115,900 115,900
Investments available for sale 92 92 92 92
Other assets, net 1,746 1,746 2,178 2,178
Loans and advances from banks 510 510 483 483
Customer accounts 73,711 73,711 65,661 65,661
Other liabilities 1,040 1,040 205 205

26.
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REGULATORY MATTERS

Quantitative measures established by regulation to ensure capital adequacy require the Group to main-
tain 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 Basel Committee by applying the
following risk estimates to the assets and off-balance sheet commitments net of allowances for impair-
ment losses:

Estimate Description of position

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

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

Capital Actual For capital Ratio for capital Minimum
amounts and amount adequacy adequacy required

ratios purposes purposes ratio

As at 31 December 2005
Total capital 78,666 104,337 49% 8%
Tier 1 capital 78,666 67,793 32% 4%

As at 31 December 2004  
Total capital 58,986 74,108 48% 8%
Tier 1 capital 58,986 58,986 31% 4%

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

27.
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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 Bank 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 opera-
tions, which is a part of the assets/liabilities management process. The board of directors sets limits on
the minimum proportion of maturing funds available to meet deposit withdrawals and on the minimum
level of interbank and other borrowing facilities that should be in place to cover withdrawals at unexpect-
ed levels of demand.

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 board of directors 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 board of directors conducts
monitoring of the Group’s current financial performance, estimates the Group’s sensitivity to changes in
interest rates and its influence on the Group’s profitability.

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.

2005 2004
Other Other

GEL USD   currencies GEL USD  currencies
ASSETS
Loans and advances to banks 10% - - - 12% 12%
Loans to customers 12% 13% - 12% 13% -
Investments available for sale 0% - - 0% - -

LIABILITIES
Deposits from banks 0% - - 0% - -
Customer accounts 8% 6% - 6% 7% -
Subordinated debt - 3% - - 3% -

28.
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The analysis of interest rate and liquidity risk on balance sheet transactions is presented in the following table:

Up to 1 month to 3 months 1 year to Over Maturity 2005 GEL
1 month 3 months  to 1 year 5 years 5 years undefined thousand

Total

ASSETS
Loans and advances
to banks, net 35,400 1,031 6,431 - 1,085 - 43,947
Loans to customers, net 10,157 4,923 48,611 75,943 22,941 - 162,575

Total interest earning assets 45,557 5,954 55,042 75,943 24,026 - 206,522

Cash and balances
with the NBG 13,350 - - - - 5,939 19,289
Securities held-for-trading - - - - - - -
Investments available-for-sale - - - - - 92 92
Goodwill - - - - - 10,873 10,873
Fixed and intangible assets, net - - - - - 6,410 6,410
Other assets, net 846 444 238 218 - - 1,746

TOTAL  ASSETS 59,753 6,398 55,280 76,161 24,026 23,314 244,932

LIABILITIES
Loans and advances from banks 510 - - - - - 510
Customer accounts 3,204 2,067 11,687 - - - 16,958
Subordinated debt - 17 - 53,775 36,746 - 90,538

Total interest bearing liabilities 3,714 2,084 11,687 53,775 36,746 - 108,006

Customer accounts 56,700 - 53 - - - 56,753
Provisions - - - - - 311 311
Tax liabilities - - 156 - - - 156
Other liabilities - 871 76 93 - - 1,040

TOTAL LIABILITIES 60,414 2,955 11,972 53,868 36,746 311 166,266

Liquidity gap (661) 3,443 43,308 22,293 (12,720)

Interest sensitivity gap 41,843 3,870 43,355 22,168 (12,720)

Cumulative interest
sensitivity gap 41,843 45,713 89,068 111,236 98,516

Cumulative interest sensitivity
gap as a percentage of total assets 17% 19% 36% 45% 40%
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Up to 1 month to 3 months 1 year to Over Maturity 2004 GEL
1 month 3 months  to 1 year 5 years 5 years undefined thousand

Total

ASSETS
Loans and advances to banks, net 17,942 189 6,525 914 - - 25,570
Loans to customers, net 7,548 1,232 18,334 88,786 - - 115,900

Total interest earning assets 25,490 1,421 24,859 89,700 - - 141,470

Cash and balances with the NBG 16,061 - - - - 5,758 21,819
Securities held-for-trading 23,270 - - - - - 23,270
Investments available-for-sale - - - - - 92 92
Goodwill - - - - - 11,615 11,615
Fixed and intangible assets, net - - - - - 5,229 5,229
Other assets, net 1,403 35 268 472 - - 2,178

TOTAL ASSETS 66,224 1,456 25,127 90,172 - 22,694 205,673

LIABILITIES
Loans and advances from banks 483 - - - - - 483
Customer accounts 2,514 4,374 5,734 - - - 12,622
Subordinated debt 282 - 18,250 - 61,138 - 79,670

Total interest bearing liabilities 3,279 4,374 23,984 - 61,138 - 92,755

Customer accounts 53,039 - - - - - 53,039
Provisions - - - - - 205 205
Tax liabilities 166 - - - - - 166
Other liabilities 342 - 160 - - - 502

TOTAL LIABILITIES 56,826 4,374 24,144 - 61,138 205 146,687

Liquidity gap 9,398 (2,918) 983 90,172 (61,138)

Interest sensitivity gap 22,211 (2,953) 875 89,700 (61,138)

Cumulative interest sensitivity gap 22,211 19,258 20,133 109,833 48,695

Cumulative interest sensitivity
gap as a percentage of total assets 11% 9% 10% 53% 24%

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

Asset and liability maturity periods and the ability to replace interest liabilities at an acceptable cost when they
mature are crucial in determining the Group’s liquidity and its susceptibility to fluctuations in interest rates and
exchange rates.
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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 Management Board sets limits on the level of exposure by currencies. These limits also comply with
the minimum requirements of the NBG. The Bank’s exposure to foreign currency exchange rate risk is
presented in the table below:

GEL USD EUR Other 2005
USD 1 =  EUR 1 = currency GEL

GEL GEL thousand
1.7925 2.1245  Total

ASSETS
Cash and balances with the NBG 16,863 1,861 463 102 19,289
Loans and advances to banks, net 2,001 34,053 7,736 157 43,947
Loans to customers, net 6,410 156,162 3 - 162,575
Investments available-for-sale 92 - - - 92
Goodwill 10,873 - - - 10,873
Fixed and intangible assets, net 6,410 - - - 6,410
Other assets, net 796 606 176 168 1,746

TOTAL ASSETS 43,445 192,682 8,378 427 244,932

LIABILITIES
Loans and advances from banks 253 257 - - 510
Customer accounts 18,511 47,591 7,548 61 73,711
Provisions 311 - - - 311
Tax liabilities 156 - - - 156
Other liabilities 805 - 235 - 1,040
Subordinated debt - 90,538 - - 90,538

TOTAL LIABILITIES 20,036 138,386 7,783 61 166,266

OPEN POSITION 23,409 54,296 595 366
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GEL USD EUR Other 2005
USD 1 =  EUR 1 = currency GEL

GEL GEL thousand
1.825 2.485  Total

ASSETS
Cash and balances with the NBG 18,385 2,146 966 322 21,819
Securities held-for-trading - 23,270 - - 23,270
Loans and advances to banks, net 2 24,273 1,249 46 25,570
Loans to customers, net 200 115,700 - - 115,900
Investments available-for-sale 92 - - - 92
Goodwill 11,615 - - - 11,615
Fixed and intangible assets, net 5,229 - - - 5,229
Other assets, net 880 1,100 17 181 2,178

TOTAL ASSETS 36,403 166,489 2,232 549 205,673

LIABILITIES
Loans and advances from banks 263 220 - - 483
Customer accounts 24,025 39,103 2,438 95 65,661
Provisions 205 - - - 205
Tax liabilities 166 - - - 166
Other liabilities 121 338 7 36 502
Subordinated debt - 79,670 - - 79,670

TOTAL LIABILITIES 24,780 119,331 2,445 131 146,687

OPEN POSITION 11,623 47,158 (213 418

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 risks of its products
which are subject to general and specific market fluctuations.

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

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 maintain-
ing 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 board of directors 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 Other non- 2005 GEL
countries OECD thousand

countries Total
ASSETS
Cash and balances with the NBG 19,289 - - 19,289
Loans and advances to banks, net 2,036 35,603 6,308 43,947
Loans to customers, net 162,575 - - 162,575
Investments available-for-sale 92 - - 92
Goodwill 10,873 - - 10,873
Fixed and intangibles assets, net 6,410 - - 6,410
Other assets, net 1,746 - - 1,746
TOTAL ASSETS 203,021 35,603 6,308 244,932
LIABILITIES
Loans and advances from banks 510 - - 510
Customer accounts 73,711 - - 73,711
Provisions 311 - - 311
Tax liabilities 156 - - 156
Other liabilities 1,040 - - 1,040
Subordinated debt 90,538 - - 90,538
TOTAL LIABILITIES 166,266 - - 166,266
NET POSITION 36,755 35,603 6,308

Georgia OECD Other non- 2004 GEL
countries OECD thousand

countries Total
ASSETS
Cash and balances with the NBG 21,819 - - 21,819
Securities held-for-trading - - 23,270 23,270
Loans and advances to banks, net 5,735 16,987 2,848 25,570
Loans to customers, net 115,900 - - 115,900
Investments available-for-sale 92 - - 92
Goodwill 11,615 - - 11,615
Fixed and intangibles assets, net 5,229 - - 5,229
Other assets, net 2,178 - - 2,178
TOTAL ASSETS 162,568 16,987 26,118 205,673

LIABILITIES
Loans and advances from banks 483 - - 483
Customer accounts 63,797 1,864 - 65,661
Provisions 205 - - 205
Tax liabilities 166 - - 166
Other liabilities 502 - - 502
Subordinated debt 79,670 - - 79,670
TOTAL LIABILITIES 144,823 1,864 - 146,687
NET POSITION 17,745 15,123 26,118
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JSC CARTU BANK’S SUPPLEMENTARY FINANCIAL INFORMATION

The income statement and balance sheet of the Bank are presented below. The investments in subsidiar-
ies are accounted for at cost.

JSC CARTU BANK

INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2005

2005 004

Interest income 18,126 8,168
Interest expense (2,833) (2,464)

NET INTEREST INCOME BEFORE ALLOWANCE
FOR IMPAIRMENT LOSSES ON INTEREST BEARING ASSETS 15,293 5,704

Allowance for impairment losses on interest bearing assets (5,988) (2,301)

NET INTEREST INCOME 9,305 3,403

Net gain on securities held for trading 2,865 2,935
Net gain/(loss) on foreign exchange operations 1,308 (1,206)
Fee and commission income 4,936 3,844
Fee and commission expense (1,355) (1,338)
Net gain on derecognition of investments held to maturity - 442
Dividends received 422 -
Other income 654 894

NET NON-INTEREST INCOME 8,830 5,571

OPERATING INCOME 18,135 8,974

OPERATING EXPENSES (8,274) (7,057)

OPERATING PROFIT 9,861 1,917

(Allowance)/recovery of allowance for impairment losses
on other and off balance sheet transactions (244) 92

INCOME BEFORE INCOME TAX 9,617 2,015

Income tax expense (2,589) (1,364)

NET INCOME 7,028 651

29.
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JSC CARTU BANK

BALANCE SHEET
AS AT 31 DECEMBER 2005

2005 2004
ASSETS
Cash and balances with the National Bank of Georgia 19,289 21,819
Securities held-for-trading - 23,270
Loans and advances to banks, net 43,947 25,570
Loans to customers, net 162,575 115,900
Investments in subsidiaries 1,227 1,227
Investments available-for-sale 92 92
Goodwill 10,873 11,615
Fixed and intangible assets, net 6,393 5,214
Other assets, net 1,648 2,100

TOTAL ASSETS 246,044 206,807

LIABILITIES AND EQUITY
LIABILITIES:
Loans and advances from banks 510 483
Customer accounts 75,564 67,489
Provisions 311 205
Income tax liabilities 156 166
Other liabilities 1,018 503

77,559 68,846
Subordinated debt 90,538 79,670

Total liabilities 168,097 148,516

EQUITY:
Share capital 54,716 42,088
Reserves 23,231 16,203

Total equity 77,947 58,291

TOTAL LIABILITIES AND EQUITY 246,044 206,807
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