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Basisbank is a development-oriented universal bank
offering premium quality services and diverse products to its
customers.

The bank has a great history and its present image is the
result of the solid experience gained over the years.

2011 was another successful year for our bank, confirmed
with continuously increasing financial indicators and
growing investor interest in Basisbank.

The positive results achieved in the past years gave us the
platform for expanding our business. Backed by the strong
support and new credit lines received from our international
partners, Basisbank remained increasingly active in SME
crediting during 2011

This strategic area will continue to be a priority for
Basisbank in 2012, as we believe that it is this area that
creates most jobs in the country and, consequently, makes
a significant contribution to the development of the national
economy.

Another brilliant example of our business expansion is
opening of the new Head Office. The new Head Office
building is a historical architectural monument. The bank
invested 5 million GEL into buying and renovating the
building.

Just like in previous years, the bank stood out for its high
sense of social responsibility over the past year. The bank
took an active part in the financing of a variety of charity or
social projects.

We believe that one of the most important preconditions for
further development of our bank is a continued
improvement of service quality which we plan to achieve by
offering a wider variety of products and by rendering high
level of service to our customers.

I'd like to take an opportunity to thank our customers for
using our services, our local and international partners —for
the demonstrated trust and recognition and the entire
Basisbank team, as the success scored by the Bank is the
result of their commitment and efficient work.
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Service center network

At the end of 2011, Basisbank was represented by sixteen
service centers and fifty one ATMs.

For the improvement of customer service and operations
efficiency, all the bank service centers are universal, which
means that each service center serves retail, as well as,
corporate customers and offers them the whole spectrum of
products and services.

The bank service centers are staffed with highly skilled and
experienced professionals who go through regular service
plus and professional retraining.
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It is our staff's outstanding contribution that the customer
loyalty towards Basisbank is increasing. One of the largest
projects in 2011 was the opening of the new Head Office.

The building accommodating the new Head Office is a
historical architectural monument. The bank invested 5
million GEL into buying and renovatingiit.

The new Head Office was opened by Thilisi Mayor Mr. Gigi
Ugulava, President of the National Bank of Georgia Mr.

George Kadagidze and Mr. Zurab Tsikhistavi, the Chairman
of Basisbank's Supervisory Board.
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The ceremony hosted the opening of the exhibition of Thilisi
Academy of Fine Arts post-graduate students' works.
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3960dab m 3968E0b bLadgdnsbo 33068 g80. Vakhtang Kakhidze Orchestra String Quartet.

mbobdngdadyg abggg Imgbym ,85babdsb 3oL 30Dbybdgbms
3adab® 36G9bg6@ o003 gmyda bymb dgubymdl
Logddnsbo gHNngMHMgdal Redmysmndgdsl s Bgzmgdl

30l godmzmomgdob gobosmgdsb.

Basisbank Businessmen Club was also presented at the
event. The Club is expected to promote the development of
business relations and sharing of experience among the
members. The guests confirmed their Club membership by
solemn signature at the opening ceremony.

dmbBgggmds LEMIMygdds Lobgndm gomoMmgdodo
bgm3mbgFgdom ©os@ab@n@gl 3emmdda gobggmasbgds.
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New products

The year 2011 was quite a success in terms of product
development, too. Anumber of new bank products such as
Mobile Banking, Your Mortgage and Useful Auto Loan were
created to meet the customer interests.

Mobile Banking is a joint Magticom and Basisbank product.
It is the newest, most convenient and flexible payment
system enabling customers to perform a variety of bank
transactions simply by using their mobile phones. Any
transaction can be performed even when the balance
expires

Your mortgage is a mortgage loan in GEL and is intended for
customers wishing to buy or renovate real estate. The main
advantage of the product is that the loan is issued in GEL
and is very comfortable for those earning income in national
currency. In such case, users are protected from currency
risks.

Useful Auto Loan is intended for the customers wishing to
buy brand new or secondhand cars. One of the product
advantages is that a customer may apply for a 2-month
grace period each year during the loan amortization.

13
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SME, Sales

Just like in previous years, the main goal of the Sales and
Personal Service Department was the attraction of
individuals and legal entites on one hand, and the
maintenance and personal services provision to the existing
customers on the other hand. The priority for 2011 was to
attract SME segment to increase portfolio of loans (up to
500000 USD) and the Department employees successfully
accomplished this objective. On average, each employee
fulfilled his plan by 100% that had a positive reflection on the

overall plan of the Department.

As a result, the bank was able to significantly strengthen its
positions in the segment. In total, SME credit portfolio
increased by 86% over2011.

In parallel, the bank made active efforts to improve the
quality of SME credit portfolio., as a result the volume of
overdue loans dropped significantly.

Individual clients also make up a considerable part of
Basisbank's credit and deposit portfolios.

In the wake of the overall economic stability in the country,
the objective to step up crediting came to the fore.

To accomplish the objective, the Retail Sales Policy is based
on such factors as efficiently developed sales channels,
special offers and individual approach to customers.

In the light of the above, Basisbank witnessed a
considerable growth in both deposit and credit portfolios in
2011.
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International achievements

The recognition and growing interest shown in Basisbank by
international financial institutions came thanks to the bank's
flexible, stable, progressive and sound policy.

LEMEMBo Mm@ o8 gobadaMmmds. ) )
The cooperation between OPIC and Basisbank that started

2009 Bemob 3ol @oBygBgmo cmsbs83EmAemds OPIC- towards the end of 2009 when Overseas Private Investment

abo 05 ,600b3563L“ InMOb, HmEgbs 533-0b Insgmmdals
396dm abggbEo0gdal 3m@3mEs(3003 dob3L 3069 o
Lodgomm baBbgLolb oxnbsbbgdobogolb & 3mb 533
Mmool dmnmmdol bsgMgoogm boba asdmaym,

330053 393 dgmes.

Corporation (a US government corporation) allocated a $5
million credit facility to Basisbank for financing Small and
Medium Enterprises, still continued.

Proceeding from the successful cooperation, OPIC made a
decision to allocate an additional $5 million investment
package to Basisbank, including $3 million to finance Small
and Medium Enterprises and $2 million as a subordinated
loan.

»35D0b35630“ LogMmadmMabm LB sbEsMEgdobs s LEma
39bg%396@0b 3Jmbg 356305, GmMIgmdsi gho-ghmo
360336gmmgobo, sbgomndasbobgzo s LEsbamuMo
80bsbbyco 0bbGoGyBob LEsGYLo ©s0d3z300Ms
bogdommggmmdn. OPIC-0bs ©s ,65b0bdsb30L* bomds@ gdemma
0565830 m3mmdaEob godmBmnbamy, Bzgb dogomgom
300006943980mgds, 8s63L ©ods@gdom 3ogz S Imb 533
©mEsm0b dmmmmdal boobggb@aom 383980 gedmznymm,
Gm3mob  360336gmmgoba bsboma, abggg Gmams Babs
bogMgmo@m bodo, Lagdommggmmdo 3306y o badgymsrm

30bbgbob gobgnmamgdsl dImbdsmmgds.

30600) J63RkIT20
OPIC-0b 36mgd@gd0b 05930656L5d0b ot gd@meo

“Basisbank” is the bank of international standards and proper
management, bearing the status of one of the major,
considerable and stable financial institutions in Georgia.
Considering the successful cooperation between “Basisbank”
and OPIC, we have made a decision to allocate the additional
investment pack of 5 million USD to the Bank, which will also
basically, like the previous credit line, will be used for SME
developmentin Georgia”

Kenneth Angel
Projects Financing Director of OPIC
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The cooperation between Basisbank and Commerzbank is
also worth mentioning — Commerzbank allocated a credit
facility to Basisbank to finance trade operations.

The line is expected to facilitate and considerably ease the
interaction of customers conducting international trade
operations with their partners.

Basisbank has closely cooperated with major European and
Asian international financial institutions such as European
Bank for Reconstruction and Development (EBRD), World
Bank (WB), United States Agency for International
Development (USAID),
Development of Agriculture (IFAD), Black Sea Trade and
Development Bank (BSTDB).

International Foundation for

It is also worth mentioning that Fitch Ratings, an

international ratings agency, affirmed its ratings for

Basisbank.

The agency experts left Basisbank's Long-term Issuer
Default Rating to a B level, with Stable Outlook. The rating of
Basisbank shows that the bank's current capitalization is
adequate and that the share of problem loans in the credit
portfoliois low.

According to Fitch Rating's official statement, during the
year the bank successfully diversified its funding base.

Basisbank won the nomination of Most Reliable Bank in the
international contest GUAM Best Banks.

The results of the contest were summed up by GUAM, a
democratic and economic development organization and
«KBC-M3pat», international publishing house (Ukraine).
The contest winner award ceremony was held in GUAM
Secretary Office.

The goal of the contest is to identify the best banking
institutions operating in GUAM countries (Georgia, Ukraine,
Azerbaijan, Moldova) in different areas of their business.
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Personnel and personnel capacity building

2011 was a stable year for HR and Administrative
Management Department. The Department continued
staffing, opened vacancies and hired 45 new employees.
About 40 students completed an internship program in
Sales and Personal Service and Small and Medium Loans
Departments.

The year 2011 proved to be particularly outstanding in terms
of capacity building. A World Bank trainer conducted a 3-
week training in Loan Administration and Business
Simulations for Corporate and Retail Crediting, Sales and
Personal Service, Corporate Small and Medium Loans, and

Customer Financial Analysis Divisions.

The bank arranged trainings in project management for a
medium level management (20 employees). The bank
considered all the programs offered by almost all
educational establishments, including Independent
University, Caucasus University, Management Academy,

CTC.
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As part of the training, the employees will learn planning,
organization and control methods, study the theory and
acquire necessary project management skills.

At the end of 2011, the bank traditionally held a corporate
evening for its employees. Winners in various nominations
were revealed and, a number of prizes were awarded.

A sports and amusement event was also organized under
the initiative of the HR and Administrative Management
Department. The bank employees had the opportunity to
compete with each other in bowling, billiards, table tennis

and karaoke. Winners in respective contests were identified
and awarded prizes.
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Social responsibility and charity

Basisbank Funds Imedi Heroes Charity Evening

8 March —Thbilisi Marriott Hotel hosted Imedi Heroes Charity
Evening. The event was held to help Bodbiskhevi Nursing
Home.

Basisbank decided to take part in the event after hearing
Ketevan Lekveishvili's story who, in memory of her
grandmother, opened a nursing home in the village and
takes care of the elderly there.

Basisbank Takes Part in the lavnana Foundation
Charity Event Held in Barcelona

9 March —the Grand Theatre of Liceu in Barcelona hosted a
joint charity event of lavnana Foundation and SOS, a
Spanish foundation.

The event was held with the patronage of Montserrat
Caballé, a renowned opera singer. It is noteworthy that
Ramon Vargas, a famous tenor, and Miguel Gomes-
Martinez took part in the concert, who joined the event
organized by lavnana Foundation on September 25, 2008
to donate funds to the children orphaned in the war of 2008.

Besides, Renato Bruzoni, Michel Kreider, a friend of the
lavnana, soprano Tamar lveri and Paata Burchuladze, a
world bass, took part in the evening. The event was
honored with the attendance of the members of the Spanish
Government, members of the Spanish Royal Family, and
Georgian delegation.

The concert was held as a TV-marathon. The proceeds
were donated to the children orphaned in the war of August
2008.

Basisbank also made a contribution to the event. As a result
of cooperation with lavnana Foundation, it has become a
tradition for Basisbank to take partin such charity events.
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Basisbank Sponsors the Sukhishvili Georgian National
Ballet Concerts

10-11 June — the Sukhishvili Georgian National Ballet
concerts were held in the Philharmonic Hall with Basisbank
support.

The new dances choreographed by lliko Sukhishvili, Jr., for
the last 10 years were presented at the concert for the first
time. An hour and a half long program included 15 new
performances, including a musical composition.

Basisbank Hosts Mikheil lashvili Exhibition

3 June — the presentation of the exhibition of Mikheil
lashvili's works was held in Basisbank Exhibition Hall at 1
Ketevan Tsamebuli Avenue. The exhibition attracted the
bank employees as well as the invited guests. The event
presented an autobiographic film shot by Mikheil lashvili
against the background of the Beatles music.

1 June — Basisbank sponsored the exhibition of Georgian
artists of the eighties that was held in Batumi Art Museum.
29 artists presented their works in oil, water colours,
graphics and sculpture.
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Basisbank Sponsors International Scientific-Practical
Conference

4-5 June — Basisbank funded an International Scientific-
Practical Conference held with Shota Rustaveli State
University support in Batumi and in High Mountainous
Regions of Ajara.

At the conference, professors and instructors from the
leading Georgian, Turkish, Ukrainian, German, Latvian,
Norwegian, American and Azeri universities as well as
experts and tourism industry representatives presented 150
reports. For two days, scientists, industry specialists and
businessmen worked jointly on the topical issues in the
development of tourism. The conference participants
formulated recommendations for the attention of the

relevant agencies.

Basisbank Acquires SAP Maintenance for llia State
University

30 June - llia State University hosted the presentation of
SAP University Alliances.

Since 2011, llia State University has been a member of SAP
University Alliances, allowing it to engage SAP system
teaching in its curriculum and use it in preparing post-
graduate and doctoral theses. Basisbank's financial support
contributed greatly towards llia State University's accession
to SAP University Alliances. Basisbank also purchased SAP
maintenance for llia State University. Basisbank has
sponsored a number of the projects implemented by the
University.

SAP teaching is expected in undergraduate Business
Administration courses. Besides, from the summer

semester, llia State University will launch a postgraduate

program in IT Management, a significant component of
which is the courses related to SAP teaching.
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Basisbank Awards UG Olympiad Winners

14 October — Georgian University Examination Hall hosted
the ceremony to award the winners of the English Olympiad.
The pupils from various secondary schools had taken partin
the Olympiad.

Georgian University and Basisbank awarded the three
winners with certificates, funding their study in Munster
University (Germany).

Basisbank Sponsors Tea Festival

The tea festival is intended to promote and support tea
growing. This year it has been held for the 6" time,
traditionally with Basisbank sponsorship. Tea growers from
Caucasus as well as tea importing companies took part in
the festival.

Unique sorts of tea from different parts of Caucasus were
presented.

Different sorts of tea, including black, green, and plant
curative tea products were presented and tasted, and

competitions of presented products were held at the festival.
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FINANCIAL RESULTS

In 2011 BasisBank proved once again that despite of all
difficulties existing in the market and the previous years'
problems that emerged in the aftermath of 2008-2009 economic
and political crisis which affected the bank's financials and which
still remained unresolved, the bank was able to successfully
generate respectable results.

Overall 2011 was a good year for the Bank. Following the 16%
recession of portfolio in 2009, in 2011 the bank recorded 14.5%
growth in loan portfolio (2010: 14%) and 14% growth in its assets
amounting to 159 million Gel at the end of the year (2010: 140
million Gel, and 2009: 119 million gel). In terms of the assets size,
BasisBank ranks 11th on the list of banks, holding 1.33% share of
the banking sector assets.

The main factors influencing the bank's annual financial results
were the impact of non-performing assets and the bank-owned
properties. In 2007, the pre-crisis period, growth of the bank's
assets accounted for nearly 32% (70% in the sector). With such
high growth rates, the concentration level of credit risks
increased. The growth occurred mainly in consumer and
construction sectors. In pre-crisis period the bank's assets were
highly concentrated in these sectors. In subsequent years the
bank has foreclosed a substantial amount of property on
defaulted loans. Following the local standards substantial
reserves were created on these assets which negatively affected
the bank's capital ratios and net profit (total impact on capital
was 5.3 million in terms of reserve expenses and 5.2 million in
terms of deductions from capital due to transfers of part of
foreclosed properties to subsidiaries. Thus resulting in
corresponding reduction of the bank's Tier 1 capital from 21
million Gel in 2008 to 19 million Gel in 2011 (Tier 1 capital at end
2009 was 19 million Gel, at end of 2010 17.5 million Gel) and
regulatory capital from 22,4 million Gel to 22 million Gel
(Regulatory capital was 18 million Gel at the end of 2009 and
2010)

However the bank managed to succeed in mitigating these
problems and preserve the bank's activity at an optimal level. In
May 2011, the bank attracted USD2m of subordinated loan from
the Overseas Private Investment Corporation (OPIC) in order to
support its Tier Il capital. As a result the regulatory capital ratio
improved from 12.8% (the CAR before Sub-loan) to 15%
(afterwards), the minimum requirement is 12%.

In 2011, the Bank gained 3.3 million Gel in net profit, that is the
best result since 2007 where net profit amounted to 3.8 million
Gel. Income before taxes amounted to 3.5 million gel which is
70% up from the prior year results (2.1 million Gel). Operating
income (pre-impairmentincome from banking operations before
provisions) equaled 4.5 million Gel and is by 1.3 million more
thantheincome of 2010 (3.2 million Gel).
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a00baMes (2010: 14%), gnMopmgds doMomsmawm (3067 ©d
Lodommm dadbgb Lgbbgdab aszg8sdg aym 3mb(396-
GM0Mgdgema.
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Pre-impairment profit increased by 43% compared to 38%
increase in 2010. Main drivers of generated income were interest
income from loans and Gov. Securities. Net income increased by
11% (2010: 6%), non interest income accounted for 34% of all
revenue earned in 2011 (33% in 2010). This income was mostly
attributed to fees and commission income 48% (2010: 49%),
earnings on FX conversion 24%, penalty for loans 15% and
income received from the disposal of repossessed property 11%.
Net profit of 3.3 million gel earned in 2011 was mainly supported
by loan growth and less significant credit costs. Though the cost
to income ratio remains relatively high the bank managed to
reduce it from 74% in 2010 to 66% in 2011 (80% in 2009), due to
increase of operating income. The Bank's profitability in 2011
improved, return on average assets (ROA) and return on average
equity (ROE) increased from 8.1% and 1.3% in 2010 to 12.2% and
1.9%in 2011 respectively (2009:-1.8% and -9.9%).

The bank's volume of lending has risen by 14.5 %, (2010: by 14%),
with a particular focus on SME business loans extension. As of the
end 2011, 40 million Gel was issued on SME and 31 million Gel on
retail loans. Corporate loans comprise only the minor part of the
bank's portfolio 4 millioni.e.5%.

The Bank continued to manage credit risks to keep them at low
level. The portfolio contains no material concentrations of risks.
Atend 2011, loans that were more than 30 days past due stood at
3.9%, 3% of loans were restructured. Total impairment reserves
on loans equaled to 4.6% (2010: 3.4%, 2009: 5.6%). Loan
impairment reserves (LIR) covered NPLs (overdue loans more
than 30 days) by 106%.

In 2011 deposit volume grew by 2.5% and reached 98 million Gel
(2010: 95 million gel). Such increase is moderate in comparison
with 2010 year growth of 18% and with the sector growth of
23%, but the Bank's liquidity stood at comfortable level, liquid
assets (cash, short-term interbank placements) made up 22% of
total assets at end of 2011(end-2010: 25%). In total liquid assets
government securities amounted to 20 million Gel (2010: 9
million Gel). These funds are fully liquid and freely convertible in
cash. The securities can either be sold or pledged to receive a

loan from NBG.
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Lgbbgdn) 106 %-00 BoMogws.

2011 Bgemb, ©93mD0@gdol ImEgemmds 2.5% -oo
350bsMEs s 98 Fomombo momo dgemanbs (2010: 95
domomba maMa). s dz0Mgs, Lyd@mM@do ©ognd-
Lofgdam 23 %-006 BOobmeb JgmoMmgdom, 8oamsd
35630L mo3z00mds bondgom Embydg ombs. 2011 Bemals
dmmmb moggoeg®ds sd@03gdds (bosmmo gyymo,
Mg g3000060 35b3medmmabo ©g3mba@gdn) dJmemnsbo
0d@03980b 22 % dgogobs (2010: 25 %). 3oymnsh
™0330096 5§8039830 Lobababm Gobnsbds Jomomogdds
20 Bomombo mamo dgowgnbs (2010:9 Boemombo). gb
Bmbegdo LEMMmE M0 3zoEYMas ©s LEYmaw 3mbzgm-
&0Mgds bamo g3m3a. gb gabosbo Jomomogdn Igadmagds
350940mb 56 @sg0Mogmgb bgd-0bask bybbob dabsmgdac.

2011 Brolb dmemmb, 30630L 3930@omds 25.4 doemombo
oMo dgomanbs, Moy 85630l domnsbo og@0ggdolb 16 %-b
d9000a90L. Bemab a06353mmd0d0 356 30b 3odn@oma 15%-0m
350b3M©s doMnmaa 630bos Imagdab batyk by.

At the end of 2011, the bank's equity amounted to 25.4 million
Gel, which accounts for 16% of the bank's total assets (2010: 2.3
million Gel). During the year, the bank equity grew by 15% mainly

atthe expense of net profit.
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