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ABOUT BASISBANK

History

JSC Basisbank (BB) was incorporated in 1993. Since its foundation, BB has became a universal
banking institution which provides full range of financial services to its retail and corporate customers
who are primarily concentrated in selected markets in Georgia, Central Part, Kakheti Region and Adjara
region.

The Bank’s was progressing steadily over the years, has been useful for shareholders, personnel and
particularly, for customers, which is proved by a solid and quite representative list of the loyal customers.

Headquartered in Thilisi, BB operates with 17 branches and 51 ATMs and is the 11th largest Bank in the
country. As we celebrate our 19 years of operations, we continue to emphasize on adding value to
services we provide to our customers. Serving around 7000 corporate and 100,000 retail clients we
remain the most customer-oriented financial institution. The personalized approach is our hallmark —one
we intend to preserve, protect and promote.

The mostimportant events of recent years were the recognition by the International Financial Institutions
and establishment of strong cooperation with them. As a result of the sound corporate governance and
adherence to global best practices, BB has been the preferred choice of international investors and
multilateral agencies seeking to do business in Georgia. The reputation and high competence of the
Bank is already recognized and supported by the following overseas partners — European Bank for
Reconstruction and Development (EBRD), Overseas Private Investment Corporation (OPIC),
Worldbusiness Capital, Inc (WBC), United States Agency for International Development (USAID), World
Bank (WBO, Black Sea Trade and Development Bank (BSTDB).
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ABOUT BASISBANK

BB was the first partner of the program Georgian Financial System Framework (GFSG) launched for
financial sector of Georgia by the European Bank for Reconstruction and Development.

The successful cooperation was proceeded with the agreement between the European Bank for
Reconstruction and Development and BB — EBRD acquired 15% of equity stake in BB in May.

According to EBRD, the decision of acquiring equity stake in BB was based on the Bank’s stability,
experience, well developed branch network, moderate and rational management and transparent
ownership.

The year 2012 was the year of the great changes in the Bank’s history. In September 21, 2012 Chinese
company Xinjiang Hualing Industry & Trade (Grpoup) Co. Ltd. acquired 90% of BB’s shares from EBRD,
Mr. Zurab Tsikhistavi (The Chairman of the Bank’s Supervisory Board) and the remaining shareholders.
EBRD and Mr. Tsikhistavi retained only minority shares in the Bank (5% each).

Hualing Commerce, Industry & Trade (Group) co. Ltd, the new shareholder of the Bank, is a private
enterprise group established in 1988. The Group mainly focuses on the commodities wholesale market
(rental and management services), and diversifies into international trade, development of modern
livestock slaughter industry, logistic transportation, constructions, hotel, tourism etc. So far Hualing
Group has two large-scale comprehensive wholesale markets and dozens of small and medium-sized
markets located in Xinjiang and and its neighboring countries.

Hualing first entered Georgian market in 2006, and since invested in local forestry exploration, wood
processing and mining development. Hualing Group established the Free Industry Zone in Kutaisi in
2009, with ongoing construction of infrastructure facilities and installation of equipments. Hualing Group
is investing into a large-scale modern commerce market in Tbilisi. The enhancement of the Hualing
Market model is best manifested through of urban space. Together three value circles of business, living
as well resorts and tourism are thus established.

Hualing Group invested 25 million GEL additional capital in the Bank and plans further to support the
capital by equity injection. New strategic investor gives BB new opportunities to strengthen and promote
its sustainable growth and development.




STATEMENT OF THE CHAIRMAN OF SUPERVISORY BOARD

Statement of the Chairman of
Supervisory Board

Zurab Tsikhistavi
Chairman of Supervisory Board

We have achieved significant success over the years. The primary purpose of a business is to make a
profit, but in our case the interest was backed with our aspiration to realize our priority task — the quality.
Despite of its relatively small size, the Bank has a great reputation of a good quality Bank, well
established partnership with reputable International Financial Institutions. The Bank is one of those few
banks on the local market which have credit rating. International rating agency “Fitch Ratings” on August
2012 affirmed itas ‘B- ‘. That speaks of the reliability of BB and confidence of investors.

For years were achieving positive financial results and sizeable annual growth even in most difficult
periods. In 2007 we established the strategic partnership with European Bank for Reconstruction and
Development. In 2008 for the purpose of achieving maximum efficiency of corporate governance and full
advantage of the banking activities, EBRD acquired 15% of BB’s stakes. Our priority was to choose the
right path for the success and development of the Bank. Hualing Group, with its financial resources and
ability to support the business suggested for us new opportunities which we are still to explore and new
areas which we are to step into.

We believe that Chinese company Hualing Group will provide a solid support for the Bank by investing
significant financial resources.




STATEMENT OF THE EXECUTIVE CHAIRMAN OF SUPERVISORY BOARD

Statement of the Executive
Chairman of the Supervisory
Board

Zhang Jun
Executive Chairman of Supervisory Board

This is the first time | have had the opportunity to greet you as the Executive Chairman of BB Supervisory
Board and a member of BB group.

The investment made in BB for Hualing Group is the first case for a Chinese company to acquire
substantial shareholding interest in an overseas commercial bank. The reason why we decided on BB
was the Bank’s vast experience, flexibility, contemporary, growth oriented policy that the Bank had
unfailingly been pursuing from year to year.

The investment for Hualing Group is a serious step forward which gives the group opportunity to diversify
its business and benefit by expanding operations on overseas financial market.

It is noteworthy that as a result of acquisition of BB’s shares, at the 2012 Chinese Foreign Investments
Summit Hualing Group was nominated as the Best Chinese Company for Foreign Investments.

The Group intends to invest in BB to ensure its sustainable development and growth. BB will have the
opportunity to increase significantly number of its customers and expand its business in Central Europe
and Asia. Hualing Group will continue cooperation with EBRD in order to maintain and develop further
international best practices within the Bank. We intend to intensify trade finance and deliver operational
services and offer other bank products to Chinese companies to support theirinvestments.

Hualing Group intends to expand BB’s service network across the country to deliver financial services to
local small and medium enterprises. The first step will be expansion of the Bank’s network in West
Georgia, particularly in Kutaisi, a strategic industrial city, where Hualing Group has already made
investments intended to creating Free Industrial Zone. We believe in the development of the local
economy and are optimistic about it.




STATEMENT OF THE EXECUTIVE CHAIRMAN OF SUPERVISORY BOARD

With mutual efforts BB will be placed in better position to further develop its products and services and
become stronger financial institution. BB has huge experience and an exceptional ability to obtain
correct assessment of market demands and respond to new challenges.

We believe that ultimately this deal and our joint business will be a success.

|| BASISBANK




GOVERNING BODIES

Supervisory Board

Zurab Tsikhistavi - Chairman of Supervisory Board.

Chairman of the Supervisory Board. Upon the graduation
from Moscow State University (MSU) and Humanitarian-
Economic Institute, he held a scientific degree in Physics
and Mathematics. He is one of the founders and the
second largest owner of the bank. Mr. Tsikistavi has many
years of professional experience in banking and financial
sector. Mr. Tsikistavi has held a position of an Assistant
Professor at Thilisi State University and a Senior Lecturer
at Moscow State University. Since BB'’s establishment he
has held leading executive positions in the Bank.

Zhang Jun - Executive Chairman of Supervisory
Board.

Executive Chairman of the Supervisory Board. He is a
holder of MBA Degree. Since 2010 he has been Deputy
General Manager in finance and foreign investments in
Xinjiang Hualing Trade and Industry (Group) Co., Ltd.
From 1998 to 2010 he worked as Sales Department
General Manager, Assistant of the Chairman of the
Board, HR Director in Urumqi City Commercial Bank.
From 1992 to 1997 he was Deputy Director in Chengxin
Credit Union of Urumgi. Mr. Zhang held senior
management positions in the Urumgqgi Branch of the
People’s Bank of China, Urumgi City Commercial Bank
and in other financial institutions for many years. He has
a vast practical experience in the operation and
management of commercial Banks, and therefore has a
profound and clear view about the strategic development
of small and medium-sized commercial Banks.

Zhou Ning - Member of the Supervisory Board.

He holds MBA degree from Fuqua School of Business in
USA, MS in Engineering at Virginia Polytechnic Institute,
BS in Engineering at the University of Science and
Technology of China.

Since 2005 he has been a Managing Director in Tuhong
International Co. Mr. Zhou has executed a number of
financial advisory projects in Urumgi City Commercial
Bank, Bank of Deyang, Yantai Bank, Hang Seng Bank,
Wing Lung Bank, Xiamen Bank, Hong Kong Fubon Bank,
Bank of Tianjin.

Mr. Zhou has a deep understanding of strategy and
business development of domestic and foreign small and
medium Banks.




GOVERNING BODIES

Mi Zaiqi -Member of the Supervisory Board.

He graduated from University of California with BA
degree and at Singapore Association of Small and
Medium Enterprises; Since 2011 he has been the Deputy
Director of GM Office in Xinjiang Hualing Trade and
Industry (Group) Co.,Ltd.and Director of GM Office in
Georgia Branch Office of Xinjiang Hualing Trade and
Industry (Group) Co., Ltd. From 2010 to 2011 he worked
as an assistant to GM in Xinjiang Hualing Real Estate
Development Co.,Ltd. From 2005 to 2006 he worked as
an assistant to GM in Xinjiang Hualing Grand Hotel Co.,
Ltd.

Sabina Dziurman - Member of the Supervisory
Board,

EBRD Representative. She graduated from London
University with MBA degree. Ms. Dziurman has a solid
track record in Credit Line Management, SME
Development, Bank Training, Institutional and Business
Development. Currently she is a Senior Banker at EBRD
with the bank equity team responsible for developing and
monitoring business in Central Asia, Caucasus, Moldova
and Romania. Prior to the current positions Ms.
Dziurman has worked on various development projects
in Central Europe Trust Co. LTD; EBRD, Tashkent,
Uzbekistan; EBRD, Moscow, Russia; Sema Group
Ashgabad, Turkmenistan; Know How Fund, Ashgabad,
Turkmenistan; DFID, Brussels, Belgium; Enterplan
International, Yerevan, Armenia; DFID, Chisinau,
Moldova; Bankakademie, Tashkent, Uzbekistan and
IDC, Minsk, Belarus.




GOVERNING BODIES

Management Board

David Tsaava - General Director

Is a graduate of Banking and Finance at Tbilisi State
University. He has more than 7 years work experience in
banking sector. Mr. Tsaava started his careerin BB as a
Credit Officer, later he headed Corporate Loan Division in
the Bank. In 2008 he became a member in Management
Board and was responsible for Corporate Banking.

In 2010 Mr. Tsaava has been promoted to General
Director’s Position.

Hui Li - Deputy General Director,
Lending

Graduated with Bachelor’s Degree in Accounting. Ms. Li
has been working in the financial sector since 1993,
successively as an accountant, a credit officer. She has a
wealth of work and management experience and is very
familiar with banking business. She was in charge of
credit approval in Credit Management Department of
Urumgqi City Commercial Bank . Then she held the
position of Deputy Manager of Credit Department and
Deputy Director in Urumgqi Chengxin Credit
Cooperatives. Ms. Li joined Management Board of BB in
2012. She supervises the approval of large-scale loans in
BB.




GOVERNING BODIES

Lia Aslanikashvili - Deputy General Director,
Finances

Is a graduate of International Economic Relations at
Thilisi State University. She has a solid experience in
Banking sector. Ms. Aslanikashvi has been working with
BB for more than 10 years and has held different leading
positions in the Bank prior to joining Management Board.
Starting her career as a Manager of International
Operations Department she was promoted as the Head
of the same Department, later she headed Settlement
Department. In 2007 she was appointed on a position of
the Head of Treasury department. Ms. Aslanikashvili was
promoted to CFO position in 2008.

Levan Gardapkhadze - Deputy General Director,
Retail Business

Graduated from Georgian University of Social Science,
Georgian Technical University and Thbilisi International
University of Economics. He started his career in BB at
Operations Department and later headed Plastic Card
Department. Mr. Gardapkhadze joined Management
Board of BB in 2008 and is responsible for Retail
Banking.

David Kakabadze - Deputy General Director,
Risk Managementand IT

Is a graduate of Georgian Technical University and
Caucasus University. He holds MBA in Finance. Mr.
Kakabadze has been working with BB more then 9 years
and has a broad experience in risk management and
financial sector. He was a head of IT department prior to
joining Management Board in 2008. He is responsible for
IT and Risk Management.
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BUSINESS PROFILE

Statement of the General
Director

David Tsaava
General Director

The year 2012 was remarkable in BB’s history. Throughout 19 years of operation on the market, the Bank
stands out for its strong image being one of most stable and reliable banking institution, that's why BB has
become the preferred choice of the largest Chinese conglomerate Hualing Group.

Hualing Group is a strong strategic investor, with the support of the group the Bank will be able to get
access to new market, to diversify its business and benefit by extending the number of its partners not
only in Europe, but also Asia. BB has an established strong partnership with reputable financial
institutions in Europe and USA, such as European Bank for Reconstruction and Development (EBRD),
Overseas Private Investment Corporation (OPIC), Worldbusiness Capital, Inc (WBC), World Bank
(WBO, Black Sea Trade and Development Bank (BSTDB).

New contacts with the financial institutions operating on Asian market will be used first of all to support
the international trade by providing new trade finance and settlement services, increase further efficiency
of our services and products offered to new and existing clients.

In 2013 we will continue to follow our major priorities, to be the useful Bank for our customers, employees
and partners.

Our approach is to deliver high quality banking services and to create a wide range of Banking products
and services that fully meet the increasing demands of our clients.

We owe success to our dedicated staff. BB’s team is staffed with high skilled and experienced
professionals. As a result of their outstanding contribution, we successfully face great challenges.
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Business Directions

Despite of its relatively small size the bank has a great reputation of good quality Bank, impressive base of retail
and corporate clients. BB has perfect pre-requisites for an ambitious growth-oriented development. BB’s objective
is to build up a successful universal banking institution.

The Bank has always strived to be equally well presented in retail and corporate business segments and remain
most customer-oriented financial institution on the market. BB’s strategy is to reinforce its positions of a universal
Bank so as to increase its shares on a corporate as well as retail market.

Corporate Banking

The corporate segment is focused on customers with significant businesses. The Bank has sufficient resources to
support development of corporate business, strong capitalization, good clients’ base, organizational structure
tailored to serve both corporate SME businesses, selected branch network located in most business centers and
regions.

During 2012, BB reinforced its positions on the corporate banking segment of the market. The Bank strengthened
its Corporate Division and retrained the corporate banking staff that certainly contributed to an effective operation
of the Division. BB’s flexibility, experience and long-term partnership with customers are the strengths of its
corporate Banking.

The entrance of the new shareholder and subsequent increase of capital have opened for the Bank new
opportunities. The terms offered to corporate customers have become as competitive as ever in terms of deposits
as well as credits. With the support from such strong and large shareholder, BB will be even more active in
corporate business creditingin 2013.

SME Crediting

Small and Medium Business is a growing and stabile field of the country’s economy and is distinguished by biggest
growth potential.

Financing small and medium-size business is a considerable part of the Bank’s strategy designed to diversify the
Bank’s credit portfolio. Just like in the preceding years, 2012 SME crediting continued to be one of the priority
areas, in which to do business.

We are now looking into increasing the SME segment of our total loan portfolio. The goal is to grow loyal client base
and the Bank will strive to provide high levels of services and client care.

These last couple of years necessary preparatory measures were taken by the Bank to establish strong, properly
formulated business processes, improving underwriting practices, to perfect analytical and decision making
processes; initiated training of corporate bankers and SME group to upgrade their skills and improve their
capability.

We will diversify loan portfolio by exploring the opportunities of opening new branches in regions which will fall
under ourinterest.




BUSINESS PROFILE

In April 2, 2012, to boost and strengthen SME
crediting, BB and Black Sea Trade and Development
Bank (BSTDB) signed a credit line agreement.

BSTDB allocated $4 million as a revolving line of
credit to finance exporters and importers. BSTDB is
continuing its Trade Financing Project for Georgia to
support trade financing and small business
development. BB has ambitious, yet realistic SME
financing plans for 2013.
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BUSINESS PROFILE

Retail Banking

The strength of BB’s retail business lays in the quality of services. Over the years, we have developed a strong
loyal customer base, and the challenge is to preserve our existing clients while bringing to the bank new clients.

Over the last years we have succeeded in enlarging our clients’ base by increasing our sales force and initiating
direct sales of our products and services. Our approach is to improve efficiency. BB’s positions reinforced and
customers increased in number in the retail segment thanks to the useful and diverse products and services that
BB had offered for years.

The year 2012 was a success for the Bank’s retail banking business. Against the background of the current
competitive environment our objective is to continually improve and refine service quality. To accomplish the
objective, the Bank studies customer demands and wishes and strives to accommodate them in the daily life of the
Bank.

It was for accommodation of its customer interests that the Bank has realigned its network of service centers and
ATMs, increased service center opening hours, and streamlined and improved its procedures. In 2012 the Bank
opened the new universal service centerin Gldani and significantly increased the number of its ATMs.

One of the notable events of the year 2012 was the project about changing the processing center. BB joined in
UFC, which presents one of the largest processing centers in Georgia.

As a result of the implementation of above-mentioned project, quality of card business service has improved. The
Bank has expanded the number of agent banks and ATMs. More than 250 ATMs with the advanced service facilities
are available for our clients at lower rates across the country. Significant changes were made towards improvement
of risk management.

Moreover, the banking processes have become more effective: Clients can change passwords on their cards
through ATMs Operations such as limit & card activation, blocking/unblocking, change of daily cash withdrawal
limit are carried outinstantly.

To provide maximum customer comfort, in 2012 the Bank put special emphasis on the development of remote
banking channels. The segmentis going to be a priority in 2013, too.

The Bank also created a Retail Credit division under the jurisdiction of the Service Center Development
Department. Setting the Division apart as a separate structural unit has significantly speeded up the retail crediting
process and improved the service quality.




CORPORATE GOVERNANCE AND RISK MANAGEMENT

Corporate Governance and Risk Management

Organization Structure
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CORPORATE GOVERNANCE AND RISK MANAGEMENT

Corporate Governance

BB is committed to implement the highest standards of corporate governance that are in accordance with
international best practices. The corporate governance principals are regulated by corporate governance policy of
BB, which is designed to guarantee transparency, ensure due operation of risk management and internal control
systems, protect the interests of shareholders justly and effectively, ensure approval and implementation of the
development strategy. For the stable functioning of the Bank, the powers are strictly divided among the
supervisory, executive and controling bodies of the Bank.

The General Meeting of Shareholders is the supreme governing body of the Bank, which takes decisions on the
most important issues. General Meeting of Shareholders elects members of the Supervisory Board. Rules for
recruiting Supervisory Board members are regulated by law of Georgia, Bank’s Charter and Policy of Supervisory
Board.

Supervisory Board

The Supervisory Board has been operating in BB since 1996. Supervisory Board provides general supervision of
the Bank’s activities, makes decisions on strategic directions of the Bank, supervises activities of the executive
bodies and is responsible and accountable to the General Meeting of Shareholders.

The Supervisory Board consists of five members. The Supervisory Board is headed by Chairman of the Board, who
is elected by the Board from its members with the simple majority of votes for two years. There is one Executive
Chairman of the Board, who is also elected by the Board from its members with the simple majority of votes for two
years. Bank’s shareholders have right to nominate candidates for Supervisory Board membership.

Members of the Supervisory Board are: Zurab Tsikhistavi — Chairman of Supervisory Board, Zhang Jun —
Executive Chairman of Supervisory Board, Sabina Dziurman, Zhou Ning and Mi Zaiqi.

The Meetings of the Supervisory Board are held at least four times an year. The agenda of the Supervisory Board is
prepared and submitted to the members of the Supervisory Board a week prior to the Supervisory Board Meeting
by a secretary of the Supervisory Board. The Special Meeting of the Supervisory Board shall be invited once an
year for evaluating the activities of the Board, its committees and members, Achievement of the goals set by the
Bank, Assessment of the management Board, the Bank’s internal regulations and policies, etc.

Audit Committee

Pursuant to the Law of Georgia on Activities of Commercial Banks, each bank in Georgia shall have an audit
committee. BB’s audit committee is composed of three members. The composition of the audit committee is
defined by the Supervisory Board for a four-year term.

Audit committee ensures performance of the supervisory functions by the Supervisory Board and provides
objective information to the Board on the following:

Reliability and completeness of Bank’s financials;

Effectiveness of Internal Audit Service;

External Audit Service;

Reliability and effectiveness of internal control systems and risk management.
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Management Board

The Management Board carries out the activities related to the daily functions of the Bank. The composition of the
Management Board shall be defined by the Supervisory Board. Members of the Directorate are appointed for a
four-year term. Election of the same person on the position of the member of the Board of Directors is unlimited. On
the position of the General Director the same person may be appointed only twice.

Directorate of BB is composed of five members. One of them is General Director who manages the activity of the
Board.

The meetings of the Directorate are held once a month or more frequently under the decision of the Directorate.
The meeting of Directorate is headed by General Director.

Risk Management

One of the most important conditions to ensure functionality of BB is successful management of assets, liabilities
and equity given changing macroeconomic environment, and adherence to the Georgian legislation and norms of
the NBG as well as best Corporate Governance principles.

The goal of risk management framework is to create a stable and reliable banking institution, given volatility of
financial markets, uncertainty of macro-economic situation. In that respect the function of Risk Management
receives paramountimportance.

The Risk management function is organized from top management down to departments and finally on operational
divisions level. The Risk Management Principles of BB covers main type of risks, assigns responsibility for the
management of specific risks, sets the requirements for internal control frameworks.

Supervisory Board as a top governing body of the Bank sets the general approach and principals to risk
management by approving individual risk strategies, setting risk appetite and risk control framework, the Bank’s
risk profile, the adequacy and effectiveness of the Bank’s risk management framework etc.

Management Board is responsible to conduct daily business so as to ensure the adequate control of risks,
existence of risk management systems, structures the business to reflect the risks, ensures adequate segregation
of duties, ensures adequate procedures in place, defines operational responsibilities of subordinate staff.

Individual policies for Credit, Operational and ALM policies enables the Bank to measure, aggregate and report
risks for internal and regulatory purposes. Internal bank’s methodologies and manuals provide processes and
measurements for credit decision granting, pricing, approval to portfolio management and capital adequacy
processes.

BB ensures that it has the functional capacity to manage the risk in new and existing businesses. At a strategic
level, our risk management objectives are focused on to define the Bank’s strategy, optimize risk/return decisions
by taking them as closely as possible to the business, ensure that business growth plans are property supported by
effective risk infrastructure, manage risk profile to ensure that financial soundness remain possible under a range
of adverse business conditions.

Fundamental to the delivery of BB risk management objectives are a series of risk methodologies that allow it to
measure, model, price, stress, aggregate, report and mitigate the risks that arise from its activities. Many of the
most important processes relate to the internal ratings and scoring used in granting credit for both, Retail and
Corporate/SME business lines. The key components of the risk management process are the internal control
systems and processes.
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Credit Risk

Credit risk is the risk of incurring the loss arising from the non-fulfilment of the financial or/and contractual
obligations by a borrower or/and contracting party. The credit risk is related directly to the crediting operations as
well as to the financing, investing and trade activities of the Bank. Credit risk is obviously the most important type of
risk for banks and bank supervisory authorities.

BB uses the following steps to measure and manage credit risk:

B8 Establishment of an appropriate credit risk management environment

In BB this is achieved through written Credit Policy and Credit Manual related to target markets, portfolio mix, price
and non-price terms, the structure of limits, approval authorities and exception processing and reporting.

B Operating under a sound credit-granting process

In BB this involves the consideration of a number of elements in credit granting. Depending on the type of credit
exposure and the nature of the credit relationship to date, these include variety of factors such as the purpose of the
credit and sources of repayment, the current risk profile of the borrower or counterparty and collateral and its
sensitivity to economic and market developments, and the borrower’s repayment history and current capacity to
repay, given historical financial trends and future cash flow projections.

B8 Maintenance of appropriate administration, measurement and monitoring processes

This involves regular monitoring of a number of key items related to the condition of individual borrowers. These
items include the current financial condition of the borrower or counterparty; compliance with existing covenants
collateral coverage relative to the obligor’s current condition’ and contractual payment delinquencies. Also it
involves the monitoring of levels of credits in the credit portfolio to specific types of borrowers to avoid
concentrations of risks.

Market Risk

The most likely sources of market risk for BB are interest rate risk and foreign exchange risk. Interest rate risk may
arise from a mismatch between assets and liabilities related to a difference in the maturity of these balance sheet
items. The interest rate risk policies define the management standards and acceptable limits within which risks to
net income over a 12-month horizon. These ranges are based on immediate and sustained +100 basis point
parallel shift of the yield curve.

Obtaining financing abroad poses mismatch in respect to currency. Offering loans in foreign currency to match
funding vehicle, or seek to use hedging vehicles like currency swaps and forwards can be viewed as most used
methods of hedging Forex risk. To ensure fx exposure remains well under regulatory thresholds, and is prudently
managed, we have established internal fx exposure limits , which are lower than that required by the NBG. These
controls provide a significant buffer between our exposure tolerances and those of our regulators. Exceptions are
regularly monitored and approved on appropriate authority level.

BB uses the following steps to measure and manage market risk:
a8 Senior management’s oversight of market risk

This is too ensure that the Bank’s policies and procedures, including ALM Policy, for managing interest risk on both
along-term and day-to-day basis are adequate and that clear lines of authority and responsibility for managing and
controlling this risk are maintained. Effective oversight of market risk requires that Treasury department maintains
appropriate limits on risk taking, adequate systems and standards for measuring risk, standards for valuing
position and measuring performance, a comprehensive interest rate risk reporting and management review
process, as well as effective internal controls.
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Market risk management policies and procedures

BB’s Asset and Liability Management Policy provides identification and definition of particular elements for limiting
and controlling market risk. ALM Policy specifies the lines of responsibility and accountability of ALCO, and also
provides objectives, limits and criteria in respect to liquidity gap analysis and liquidity risk management, funding
and decisions on market risk management.

E3 Process of risk measurement, monitoring and control
This process is indicated by the type of approach currently in use in BB to calculate market risk capital for various

categories. Currently BB measures capital using risk based adequacy ratio using international risk weighting of
assets as well as risk weighing of assets as specified by NBG.

Operational Risk

In BB, measurement and management of operational risk is done as a distinct risk category. Operational risk is
defined as the risk of financial loss occurring from inadequate internal policies, system and control failures, human
error, fraud or management failure and natural disasters. BB uses the following steps to measure and manage
operational risk:

Developing an appropriate operational risk management environment

This may be addressed especially through the management and internal reporting of operational risk as a distinct
risk category related to the bank’s safety and soundness. Currently, basic indicator approach to Operational risk
measurementis applied in Georgia.

B Risk mapping

BB’s Operational risk policy provides a comprehensive framework for operational risk identification, measurement
and management. The policy lay down the principles for how operational risk is to be identified, assessed,
monitored, and controlled or mitigated.

EJ Operational risk identification, assessment, monitoring and mitigation

Itinvolves a system of checks to identify strengths and weaknesses of the operational risk environment; provision
of sufficient operational risk environment is ensured by effective and comprehensive internal audit by operationally
independent, appropriately trained and competent staff.

Contingency and business continuity plans in place

BB is currently working on developing and implementing business continuity plans to ensure their ability to operate
as going concerns and minimize losses in the event of severe business disruption.
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Personnel and Professional Development

The year 2012 was quite productive for the HR Department. The Department handled an uninterrupted staff
recruitment and development process. The Bank hired 55 new employees. They were employed in various areas.

Staff development is an attending process to the hiring of new employees. In this respect, the HR Department
conducted a number of internal trainings. The trainings were mainly focused on service standards and disciplinary
issues.

A very important step was made in terms of outsourced trainings. By request of the Management, Project
Management workshop was conducted for qualification of middle level managers by the representative of one of
the most successful universities. Medium-level managers built their capacities in successful project and time
management.

Foreign EBRD trainers also conducted very interesting trainings. They trained our employees in new product
development strategies and international trade and documentary operations.

BB renewed its compensation package comprising pecuniary as well as non-pecuniary benefits such as medical
insurance and series of other benefits. The Bank continued actively promoting a healthy lifestyle for its employees.

The Bank organized internal championships in football, basket-ball, billiards and bowling.
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CORPORATE GOVERNANCE AND RISK MANAGEMENT

Traditionally, BB organized a tour workshop event. This year’s workshop was held in Chateau Mere, one of the most
beautiful sites in Georgia. This time, the workshop discussed BB’s business plan for the next year.




CORPORATE GOVERNANCE AND RISK MANAGEMENT

The year 2012 was concluded with a New Year Corporate Evening Party. The party drew a number of prizes, and
identified winners for the year 2012. Eight BB employees were awarded with an “Honorary BB Employee” title and
valuable gifts.
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PROJECTS AND SOCIAL RESPONSIBILITY

Projects and Social
Responsibility

Basisbank has taken part in charity event of
“lavnana” Foundation

Foundation “lavnana” held next charity TV marathon
in Shota Rustaveli Theatre.

World’s outstanding opera singer Kathia Richarel has
visited Tbilisi for participating in the concert. The
audience has also listened for the first time to
composer and singer Tinatin Japaridze from New
York.

As a result of the event, several large families were
given the key of the own flat.

BB has also contributed into the event. The
collaboration of BB and foundation “lavnana” has
become a tradition. It is worth noting that “Friend BB”
has existed in the Bank for 3 years, which helps poor
families with the help of “lavnana” every month.
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The Joint charity event by Basisbank and
Georgian Rugby Union

Georgian National Rugby Team crushed Russian
Team 46:0 on Mikheil Meskhi stadium and got
premium score.

BB purchased the ball, which was used at the match
by Georgian and Russian National Rugby teams, paid
1100 GEL on auction

Auction was held in an exhibition centre called “Muza”.
T-shirts of Georgian National Rugby Team were sold
during the auction. BB also purchase the t-shirt of
Georgian rugby player George Chkhaidze and the ties
of other rugby players.

In total, the amount of money raised up to 10 000 GEL
through purchased items. Obtained money through
auction was transferred into Saguramo Orphanage.

Before the beginning of auction, the exhibition was
opened in the cultural centre, where the photos and t-
shirts of outstanding members of National Rugby
team are exhibited. Members of the team, politicians,
businessmen and celebrities attended the exhibition.
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Next Joint Project of Basisbank and llia State
University

BB financed the performance “Regret of Dreams” of
lliauri Theatre. The performance was set pursuant to
Mikheil Bulgakov’s play “lvan Vasilievich”. Famous
actors and students and graduates of the theatrical
centre of llia State University participated in it.

Book presentation was held in exhibition hall of
Basisbank

Presentation of the book “Areopagitica” by Mikheil
Makharadze was held in the central office of
Basisbank. Presentation was attended by man of
science in the sphere of philosophy and Bank’s
representatives.

It is worth noting that the publication of the book
“Areopagitica” by Mikheil Makharadze was financed
by BB.

Memorandum has been signed between TSU and
Basisbank

Memorandum about collaboration was signed
between Ivane Javakhishvili Tbilisi State University
and BB.

In compliance with the memorandum, students from
the University will do studying practice and internship
in BB.

This practice will encourage to extend students’
theoretical knowledge with practical experience and
will increase the opportunity for student’s future
employment.
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Basisbank becomes a sponsor of “Rugby Club
Academy +”

Pursuant to the agreement between Basisbank and
“‘Rugby Club Academy+”, the Bank has become a
sponsor of the rugby club.

Rugby is one of the most perspective sports in
Georgia, that is developing fast. Georgian rugby
players make us happy with new triumphs frequently
and their courage certainly needs financial support.

It is noteworthy that collaboration between Basisbank
and Rugby Association has become tradition; It is the
third year, Basisbank has been financing the best
rugby player of the year.

Basisbank supports international competition
“Arcitectural Award 2012”

Ceremony of international competition “Arcitectural
Award 2012” took place in the exhibition hall Expo-
Georgiaon 16 December.

This competition takes places every year. Supporting
the competition has already become BB’s tradition.

Basisbank Funds Graduation Evenings for the
Students of the University of Georgia and the
Shota Rustaveli State University

BB has rendered financial support to the events held at
the University of Georgia and the Shota Rustaveli
State University.

Basisbank sponsored International PHP
Conference

For the first time in Georgia, International PHP
conference took place at the University of Georgia.
Famous companies like FACEBOOK, ORACLE,
ZEND Technologies, AIESEC, ADOBE, AUTODESK,
ELVAPROJECT participated in the event.

Within the scope of this conference, Georgia will
become a member and active participant of web
development. It is a great opportunity for Georgian
specialists to introduce themselves to the world and
gain more experience.
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Financial Results

Economy Overview

The year 2012 was assessed as positive for Georgia despite of political and economic challenges accompanying
the Parliament elections and change of Government. Georgia continues to show strong growth which is estimated
toequalto 6.1% growth of GDPin 2012 and forecasted 6% in 2013.

Georgia’s five year real GDP growth stands at 4.7%, which is good indicator after 2008-2009 shocks experienced
due to global economic crisis and military conflict with Russia. The new government is to face challenges to
maintain strong domestic policies and fiscal discipline, to keep following to the prudent macroeconomic policies,
improving further Georgia’s business environment.

Average inflation during 2006-2010 was 7.4% and 2% in 2011. Inflation in 2012 was below the government’s target
of 6%. Inflation has remained very low in 2012 due to declining in food prices over the last 12 months supported by
currency appreciation. For the following two years (2013-2014) the inflation target remains unchanged at 6%.
However, the long-term inflation target of the NBG stands at 3-4%. This implies that along with economic
development in the long-run the inflation target will be gradually decreased. NBG gradually reduced the refinancing
rate from 6.5% 5.25% during the year reflecting the inflation reaching -0.9%. According to the revised forecasts it is
expected that the inflation will start moderate growth in the beginning of the next year, although it will remain below
its target value throughout the year.

Although Georgia has recovered well from the crises in 2008—09, high current account deficit (CAD) is a source of
vulnerability and its reduction is a key macroeconomic challenge. CAD was estimated to account for 11.4% of GDP
in 2010 and 10.7% in 2011. The deficit was well compensated with FDI cash flows and government bonds issued.
The current account deficit is projected to fall to 10.0% of GDP in 2013 from 12,4% of GDP in 2012.

GEL exchange rate remains stable, but Georgian economy remains highly dollarized. The objective of the NBG for
the exchange rate policy is to gradually adopt the free floating exchange rate through gradual reduction in FX
intervention. NBG’s share in the interbank FX market turnover is declining, enhancing the exchange rate
determination through market principles. NBG is accumulating reserves. The current gross international reserves
equal to $2.8 billion. Georgia’s official international reserves are adequate (equal to over 4 months of imports) for
ensuring external sustainability.

Georgia is focused on creating a business friendly environment. World Bank’s Easy of doing Business has ranked
the country at 16Th place for 2012. The country is committed to liberalize the economy, integrate more in global
economy, create favorable business climate.

Fitch upgraded Georgia to ‘BB-'in December 2012. Fitch reviews recent political peaceful changes as positive. But
still Georgia may be tested for the country's democratic institutions. There are no expectations that there will be
unexpected changes in economic, fiscal, or diplomatic policy.
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Despite of its good macroeconomic performance Georgia remains a low-income, highly dollarized country with
wide current account deficit, institutional weaknesses and political risks. The main near-term challenges will be to
maintain fiscal discipline and manage capital inflows, to ensure more job-intensive growth by maintaining
macroeconomic stability and strengthening the economy.

Economic growth forecast for 2013 is significantly dependent on business and consumer confidence of economic
growth, as well as on the efficiency of government's investment projects. The forecasts are based on the
expectation of activation of agriculture and processing industry continues growth of trade and tourism sectors.

The banking sector growth for the year was for 13% (in terms of total assets), the growth was rather slower than in
previous year 20%, the credit portfolio expanded by 12.8% (2011: 23.6%). The business was rather in expectation
of policy changes and priorities of the government. The growth of lending activity is expected to be more substantial
from the second half of the year 2013.

Basisbank’s Operating and Financial Overview

The year was marked for BB with significant changes related to the change of ownership and entrance of new
strategicinvestor.

The bank was concentrated on successful completion of the transaction, but the efforts of retaining growth pattern
and improving annual financial results were successfully accomplished. The major goal was to preserve the level of
portfolio and financial positions during the transition period. These tasks were achieved and the bank’s financial
year was ended with very positive results. The recent injection of additional capital from the new shareholder was a
significant step and important contribution from the owners to support the future growth and sustainable progress of
the bank.

Income Statement Analysis

The results of 2012 were very positive. The bank generated 3.7 million gel of net profit which is 9.7% increase in
comparison with year 2011 results with 3.3 million gel of net profit.
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The following table shows income statement for year 2012 and 2011:
Table 1

Consolidated income statement

In thousand GEL 2012YE 2011YE YOY
Audited Audited change %
Interest income 15,031 14,479 3.8%
Interest expense (7,619) (6,925) 10.0%
Net interest income 7,412 7,554 -1.9%
Fee and commission income 3,335 3,605 -7.5%
Fee and commission expense (1,718) (1,547) 11.0%
Net fee and commission income 1,617 2,058 -21.4%
Net foreign exchange income 1,758 1,806 -2.7%
Other operating income 1,593 1,228 29.7%
Other income 2 823 NMF
Total operating income 12,382 13,469 -8.1%
Personnel expenses (5,547) (4,976) 11.5%
Other general administrative expenses (3,395) (3,952) 14.1%
Total operating expenses (8,942) (8,928) 0%
Net operating income 3,440 4,541 -24.0%
Impairment losses on loans (890) (1,169) -23.0%
Impairment losses on other assets* 817 150 NMF
Impairment losses (73) (1,019) NMF
Profit/(Loss) before taxes 3,367 3,522 -4.4%
Income tax expense/(benefit) 27 (413) NMF
Profit 3,395 3,109 9.2%
Other comprehensive income, net of tax 265 227 16.7%
Total comprehensive income 3,660 3,336 9.7%
ROAE 12.3% 14.1%
ROAA 21% 2.2%
OH ratio 72.2% 70.6%

Pre-impairment income (Net operating income) amounted 3.4 million Gel, the same was 4.5 million gel in 2011,
showing 24% decrease in yearly results. The operating income was affected by several factors: 1. The property
foreclosed after post crises period amount 7% of total assets (including property transferred to subsidiaries - the
equity investments). The changes in these assets (disposals, impairment charges, etc) have significant influence
over the bank’s financials (in total such influence on results were profit 0.8 million in 2012 and 1.1 million in 2011);
the operating income was affected by one-off transaction cost linked to the bank’s acquisition. Without transaction
costthe net operating income would equal to 2011 year results.
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The interest income growth was -1.9% versus 10% in 2011. The reasons for this are: limited credit activity and
changes in market rates. The bank has limited lending activity throughout the year, due to capital constrains.

Table 2

In thousand GEL Dec-12 Dec-11 In GEL In %
Average interest earning assets|[1] 112,563 96,341 16,222 17%
Average interest bearing liabilities 111,860 97,622 14,238 15%
Average portfolio yield[2] 16.23% 17.00% - 0.77 ppt -5%
Average deposit portfolio yield[3] 5.34% 5.57% - 0.23 ppt -4%
Gross interest yield[4] 14.63% 16.04% - 1.41 ppt -9%
Gross interest paid[5] 6.81% 7.09% - 0.28 ppt -4%
Net interest spread[6] 7.82% 8.95% -1.13 ppt -13%
NIM[7] 7.86% 8.85% - 0.99 ppt -11%

PPT —percentage points

[1]Average interest earning assets compose loans, held for sale financial assets and deposit with banks
[2] Average portfolio yield — interestincome from loans to average portfolio

[3]Average portfolio yield —interestincome from loans to average portfolio

[4] Gross interest yield means interest paid on average interest-earning asset.

[5] Gross interest paid means interest paid on average interest-bearing liability

[6] Netinterest rate spread is the difference between gross interest yield and gross interest paid

[7]Netinterest margin is the netinterestincome to average earning assets

The Table 2 shows main factors influencing the income generated from interest bearing activities. The decrease of
average yield on loan portfolio was for 0.77 ppt. Enhanced competition and some slowdown in economy induced
banks to decrease rates. Changes in gross interest yields show decrease by 1.41 ppt. Gross interests paid is also
decreased by 0.28 ppt, but decrease was much more less than in gross interest yield. The net interest spread
reduced by 1.13 pptand NIM is reduced by 0.99 ppt. Average interest bearing assets yearly growth amounted 17%,
where high-income generating assets (loan portfolio) share equaled to 68%, in 2011 the same composed 77%.
Average interest bearing liabilities also impacted the NIl results showing 15% of yearly growth

Interest income composes 69% of total revenue (2011: 66%). Comparing the year 2012 interest income with 2011,
the main drivers remain same. The biggest share falls on income generated from lending activity, the total interest
income from loans compose 85% of total interestincome (2011: 89%), income from securities compose 11% of total
interestrevenue (2011: 8%).

Total interest and similar income from loans shows approximately 3% increase over the year. The growth of portfolio
was limited and the main reason for such limitation was sufficiency of capital which was an impediment to growth.

After new shareholder declared its willingness to support the bank with required capital resources, the bank has
enhanced its credit activity immediately.
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Forthe first three quarters average loan portfolio was kept at 75 million gel. In fourth quarter the bank accelerated its
lending and reached 30% of yearly growth, thus increasing the portfolio share in total assets up to 48%.

The second biggest item in interest income is generated from securities 1.7 million gel. The bank increased its
security portfolio up to 28.9 million gel with AIR 8.1% as of end December (2011: 20.1 million gel, AIR 9.9%). During
the year average rates on the long term securities portfolio decreased. The reason is linked to market expectations
and economic activity.

Increase in yearly interest expenses is attributed to deposits inflows. During the year average balances in interest-
bearing liabilities by increased by 15%. The NIM is benefited by still low-cost customer funding, average deposit
portfolio yield equaled to 5.34% (2011: 5.57%), but the structure of customer funds have gradually changed during
the year. The share of longer term funds increased, time deposits increased from 34% to 38%. The bank was
keeping higher level of liquidity throughout the whole year, average loans to deposits ratio stood at approximately
70%. The bank could optimize its funding structure by disposing part of customers’ funds, but the objective was to
maintain the deposits base to support the bank extensive growth after capital injection, and this was achieved at the
expense of efficient management of NIl. These factors affected the bank’s NIM (please see Table 2).

Total non-interest income accounted for 30% of total operating revenues in 2012 (34% in 2011). In total non-interest
income the biggest share falls on net fees and commission income composing 49% (2011: 48%). Earnings on FX
conversion compose 26% (2011: 24%). In total non-interest income decreased by 10% comparing to 2011 year
results and the reason of reduction is in commission revenues and affect of income from the sale of Foreclosed
property in 2011 amounting 0.8 million gel. Low income in commissions on card transactions and operating
revenues is attributed to low credit activity especially in advancing card loans (Average yearly balance on card
loans decreased by 11%).

Though the overhead ratio (operating costs to total operating income) remains relatively high, the bank is managing
to reduce it continually. In 2012 the OH ratio stood at 72%, in 2011 the ratio equaled to 71%. The expenses for the
year were notincreased. The bank was concentrated on optimizing administrative and operating expenses, to keep
it appropriate level and consistent with the growth and performance of the bank for the year. In total operating
expenses were by 8% less than in 2011, but a significant impact on yearly results had the transaction cost
associated with the completion of the acquisition of the bank, which is about 7.8% of total operating expenses
amounting 0.7 million gel.

Provisions for Losses and Credit Risk

Provision expenses on credit losses were 0.9 million for year 2012 and 1.2 million in 2011. Due to continued prudent
credit underwriting standards and 0.5 million GEL recoveries on written off loans aggregated year on year charges
on credit losses decreased by 25%, this is especially noteworthy in the case of 30% portfolio growth which resulted
in 0.45 GEL million mandatory 2% provisions

The Bank continued to manage to keep the credit risks at low level. Total impairment reserves on loans equaled to
4.30% (2011:4.6%). Loan loss reserves (LLR) covered NPLs by 90%. The bank has written off 0.7 million gel during
the year. Total recoveries of written off loans were 0.5 million gel.

35




FINANCIAL RESULTS

At the end of 2012 overdue loans more than 30 days stood at 3% and 2.6% were restructure (2011: 3.9% and 3.3%
respectively). Improvements of ratios are mainly result of portfolio growth. The non-performing loans (NPL) have
increased from 3.9 million Gel to 4.7 million Gel, and formed 4.78% of portfolio (2011: 5.18%). The contrast between
decrease in overdue portfolio and increase in NPLs is caused by the fact that some of the NPL loans are continuing
scheduled payments, National Banks (NBG) requires to have forward looking approach and in case of possible
deterioration of future cash flow provision for losses in advance. Table below shows mentioned numbers.

Table 3

Non-performing loans
In thousand GEL 2012 2011
Amount of >30 days Overdue + Restructured 5,685 5,903
Amount of NPL 4,669 3,889
Provisions - % of TLP 4.29% 4.63%
Overdue loans (Inc. restructured) to total portfolio 5.7% 7.2%
Loan growth (Increase in Loans/Year end Loans) 30% 14%
NPL ratio 4.78% 5.18%
NPL cover ratio 89.79% 89.49%

*NPLs are loans provisioned as category Il (30%); category IV (50%) and category V (100%) loans, according to NBG criteria.

Financial Position Analysis

Table 4
Consolidated balance sheet

In thousand GEL 2012YE 2011YE YOY

Audited Audited change %
Cash and cash equivalent 45,811 34,780 32%
Available-for-sale financial assets 28,872 20,071 44%
Loans to customers 93,722 72,264 30%
Property and equipment 15,081 15,601 -3%
Other assets 18,231 16,638 10%
TOTALASSETS 201,717 159,354 27%
Deposits and balances from banks 5,318 10,855 -51%
Current accounts and deposits from customers 116,063 98,211 18%
Subordinated borrowings 3,319 3,341 -1%
Other borrowed funds 20,668 18,591 1%
Other liabilities 2,200 2,716 -19%
TOTAL LIABILITIES 147,568 133,714 10%
Share capital 9,079 5,912 54%
Share premium 27,296 5,612 386%
Revaluation surplus for property and equipment 2,361 2,359 0%
Revaluation reserve for available-for-sale financial assets 492 227 17%
Retained earnings 14,671 11,280 30%
TOTAL EQUITY ATRIBUTABLE TO THE BANK HOLDERS 53,899 25,390 112%
Non-controlling interest 250 250 0%
Total equity 54,149 25,640 111%
TOTAL LIABILITIES AND EQUITY 201,717 159,354 27%
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As of December 2012 the total assets of the bank amounted to 202 million gel which is about 27% of growth comparing
to year 2011 where growth reached 13%. The increase in total assets was primarily driven by increase in total loan
portfolio by 21 million gel, held for sale securities by 8.8 million gel and deposits with banks 9.8 million gel, supported
by the growth of customer funds by 18% with total amount of 18 million gel and shareholders capital — through capital
injection for 24.8 million in December 2012.

Loans and Advances to Customers

The loan and advances to customer increased by 30% up to 98 million gel (the growth rate was above the sector
average of 12.8%). The aim was to achieve substantial growth in portfolio by the yearend and to achieve higher level
ofinterestbearing assets in total assets.

The loan portfolio growth was concentrated on strengthening the share of portfolio at the strategic segments. The
growth was driven by loans to targeted groups - corporate clients by 39%, SME loans by 36% and mortgage loans by
70%. At the yearend the portfolio was split into three major client segments as follows: 21% corporate loans, 40% of
SME loans, and 39% of retails.

Concentration by Top 20 & Top 40 group of borrowers remained largely unchanged however, they both increased in
absolute numbers as below table demonstrates. Top 20 borrowers concentration will be gradually decreased.

Table 5
In thousand GEL 2012 % share 2011 % share
Total Portfolio 97,605 75,107
Top 20 Group of Borrowers 27,565 28% 20,797 28%
Top 40 Group of Borrowers 39,444 40% 28,885 38%

The concentration of loans dominated in foreign currencies (mostly in USD) remains high composing 77% of total
portfolio and this is characteristic for the market. (2011: 76%) the same figure for the whole banking sector stands at
69%.
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Held For Sale Financial Assets

The bank directed its free funding resources in Georgian Lari to securities portfolio, which consists of Certificates of
deposits issued by the National Bank of Georgia, Government bonds and Treasury bills of the Ministry of Finance of
Georgia. These securities are fully liquid, can be transformed into cash either by selling them on second market or
borrowing loans from NBG under pledge of these securities. The held for sale financial assets are presented in
balance sheet at revalued market price. The revalued amount is reflected in income statement as other
comprehensive income (please see the Table 1).

Due to Customers

In 2012 deposit from customers increase by 18% and reached 116 million gel (2011: 98 million gel). Customer
deposits accounted for about 78% total liabilities as of end of 2012, 73% as of end 2011. Customer deposits
concentration improved slightly, share of demand deposits (including current accounts) compose in total 62% of
total customers’ deposits, slightly less than at the end of 2011, where same composed 65%. However the deposits
flows historically are quite stable.

The concentration of top 10 depositors exposure equal to 27% and top 20 depositors to 36% (2011: 27%, 37%
respectively). The biggest share falls on corporate accounts in total 56% of total funding.

Equity

At the end of 2012, the Group’s total equity was 54 million gel. That accounts for 27% of total bank assets (2011:
16%, 25.6 million gel). During the year, the bank equity increased by 111%, where 13% of growth is contributed by
the profit generated by the bank and other part is due to capital increase made by the new shareholder.

Following the acquisition of 90% stakes in Basisbank by Xinjiang Hualing Industry & Trade (Group) Co. Ltd,
additional capital injection in the amount of 15 million USD was made by the Bank’s new major shareholder on
December 31, 2012. (24,8 million Gel - Exchange rate 1.6567), thus increasing share capital up to 9.1 million gel
and total shareholders' capital up to 51[8] million gel. This investment ranked BB as 9th largest bank in terms of
capital (12th before capital injection). The whole investment was made by the new shareholder thus increasing their
share in capital up to 93.49%, EBRD and Mr. Zurab Tsikhistavi own 3.26% each.

The capital ratio during the year dropped considerably, hitting close to the minimum level — 12.9% in the 3nd quarter
of 2012 (regulatory capital ratio > 12%). The main reason behind such drop was the impact of non-core assets
(deductible equity investments and growth in the cost of allowances for impairment of non-core assets). The total
impact of non-core assets on capital ratios is approximately 5% on CAR.

The yearly growth of RWA was for 26%. For 31 December, the Bank’s regulatory capital amounted to 44.3 million
gel, and risk-weighted assets — 190 million gel. By NBG estimates, the Bank capital adequacy ratios from the
beginning of the year increased up to 23.32% from 12.9% before capital injection. Due to new share investments
the bank ended the year with strong capital position.

[8] The amount without yearly profit.
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bl 13 — bods@oarosbo @odydaagdol gosbgs@modyds — doansdo dgeols 2013 favols 1-gno
056300 s dob Ygdgy  oFygoumo Faroydo  3gdompgoobmgol. gl sbogmo  LEsbps®@o
Lodo@meosbo  @odgdygmagdomn  sbobgslbmob  ©sgogdodgdom  @Eomyggyger  gollb-gddo  Sbobyan
30000mgdgdl (33800l LsdoBmeosbo @o@gogmgdomn sbsbgol domomngdgdol gomosbo (ys@mmo. oI
LEobpo®@do dmEgdygeos  Lodsdmnmosbo @odgdymgdols Mgos@dodgdgmo asbds®@@gos, opygbl
Lodo@meosbo  @odgdygmgdol  aoobya®odgdols  dgdobobdl s ofglgdl  aosbys®odgdgaro
Lodo@meosbo @odgdygmgdol sbasdodygdols dmmbmgbgdl. golil 13 o@ seagbl sbog dmmnbmgbgdls
5JB0ggool ob gomgdyemgdgdol Lsds®meosbo @oMmgdymgdols go5byoMm0dgdolmsb wsgsgdomgdom.
3o sdobs, gobl 13 o@  godm@oiboglh  Lasdo@mnmosbo  @odmgdymgdol  gosbas®odgdsbnsb
©535300090e 08 3G5JHognee  aodmbsgmolgdl, @mdmgdoi  d0dobomg  gHo3by  sOLgdmdl
bma0gMon  LAsbs®@To. gl LAsbs®mAo  godmoygbgds GgHO™L3g]PHgms® o dobo oSGy
>®o3by  aodmyghgds  bgdsodmymos.  0bgm@Isizos  Vgromgdomo  obyedodygools  globgd o
dmonbmggds  mogesdn®ggmo  sosMgdol ol Ygdpgy wodpas®o  3gMomegdol  Jgdmbgggsdo.
“x398b”° xgOh o0 aogsbogmobgdos, Logs@oygome s gogmgbol 0Jmbogdl gl sbogno LFsbos®@o
dol gobsbly® pamds®gmdsby 5b Jgogagdby.

3gmomgdgdo dsbL 32-B0 — Qobobbymo sbgomodgdo: Fomdmwggbs — §oboblig@o sJHoggool ©s
RQ0boblig@mo goamgdyagdgdol gOmogdmhsmgms. s@bodbymo 3gmomgdgdom 5@ omgoaolfobgdl
RQoboblig@mo  5JBoggdol o Fobsblydo gomegdgmgdgdols  gOmogdmbsmgmols  skogno  Fgligdol
VgBemgdsl; oModge, 0lobo asbds®@ogl YHmog@mbongmol 3Hodg@Hogdgdl domo godmygbgdolsl
Foboomdmgamdgdols mogo@sb sloGomgdmse. o8 3gmomgdgdbom  3mbi@gdymor ©a0bogds ol,
a0 bydogddL odgsdoe odal gOmog@mbosmgmol 3obmbog@se solMygmgdso R gds gy gb
AR gds  Yg3o@mdgdymo o oMol dmdsgsao  Jmgargbom; s dgodangds  gobbm@Eogmogl
Aoam® i hggymgd®ogo  LsJdosbmdols gomamgddo, obggg bbgbgdygeo  Lydogddol s gggems
3063®s296@00 Logogom 3o 9dgagdols g abe g gdemmdobsbs, 3o 5935@ Mol ls N3
3940 gdobal. gl 3geromgdgdo dogsBo geols 2014 (eool l-gno 0obg®oom ob ol dgdwgy
{49090 gmgganfmoydo 3g@omegdobmgol ©s godmygbgdygemo bos ogml @gR®mL3g]@meso.
“xa9g8L” %90 o gogsbomobgdos, Logo@oygome Mo gogmgbsl oJmbogdl gl sbsgro LEsbes®@o
dob gobsblyd Jpamds®gmdsby b dgwgagdby.

qobl-do  dgBobogmo  bbgossbbygs  goydxmdglbgds  pobbogrymos  mommggmo  LEsbps@@ob
dobggom. gggams 3gmomgds, Gmdmgdoi 0{gggl Losw@oibgm (gammomgdgdl sbasdodpgdslimsb,
50050 g05Lmsb 56 205625M0Tgdolmeb o35390M9d00, sdmJdgEgds sMsge@gl 2013 Fenols l-gno
0obg@obls. “xaaxal” xg@ o@ yogsbs@obgdos, Logooyome @ aogagbsls 0dmbogdl gl sbogno
bAobos®m@o dob Bobobliy® Jpymdsdgmdsby o6 gwgagddby.
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(30bos Lod®Om3gb@m dgdmbsgseno

2012 2011
@560’000 @ 560’000

La3dm396@™ gdmlogsao
3096850y 85990 lgbbgdo 12,814 12,859
Lodgo@obsizome bgadolsgomdo gobsbly®mo s@oggdo 1,660 1,216
356390T0 gobmogligdgmo Lobl@gdo 383 87
Lgd-do gobmogbgdgmo bobldgdo 175 135
©ogoOFodey agaggdymo 0bgabhogogdo - 182
15,032 14,479

Lo3dm(396@™ badxo

30963900l 08wobodg sbyom0dgdo o ©g3mbo@gdo (6,072) (5,212)
Ibgo 6aliglbgdo Lablidgdo (927) (863)
ao9mlgoegol bymdgy@nmadgdon powsbsbogmo msbhgdo (227) (628)
Lbgs dsbggd0l ggmgbogmo ©g3mbodgdo s Labldgdo (208) (107)
b eBb0G Mo boligbbydo Lsblagbo (185) (114)
(7,619) (6,924)
7,413 7,555

Lbgopolbbgs 396J@gb0l LH®odmbgddo 2012 Farols 31 ©g393d@0m sl gdygmo Fanols Lod®mEgb@m dgdmbsgsmo
x00do dgoagbl 120 5ol @odl (2011 127 smsbo @osbo), Go3 og@ogbs goyasly®gdyga Qobsbliy® sjdoggol.

Logmdobom dgdmbogergdo

2012 2011
@540°000 @560°000
3539990 Lgbbgdo 1,207 1,245
Lo gmdobom 3ensliGogy® domsmgdby 814 959
5630006 mAgd0l Lo gmBolom 640 658
Lo gmdolom obgo®modgdobs s Logobm m3g@sEogdols
Fom8mgdoby 381 498
bbgo 292 245
3,334 3,605
Logmdolbom bsdyxgdo
2012 2011
@500°000 @500°000
Lo 3mdobom 3eslGogn® domomgdby 989 958
5630005 mdgdol Logmdolom 134 157
350563093056 ©s53530Ggd o badxgdo 94 66
Lbgos
451 366
1,718 1,547
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{30bos Logn@lm dgdmbsgseno

dmggos boweo sbys®olffmdgdbom gobbm®zogargdygeo
3500996930056

Bobsblyg@o sJBoggdols s gomgdymgdgdol aomoxsligdom
domgdygmo [opgds

Lbgs Lom3dgdozom dgdmlsgsgno

domgdymo xo®0dgdo s J0Myobsd@gbarmgdo
3osbEomo xs®0dgdo s J0MasbsdGgbarmgdo

obsggm@gdgao sJBoggool s LoobgglGozom Jmbgdols
356350230056 omgdymo dmygds

Lodgomobo3ome gobgygmgboamo sJ@oggdol aobgsmygowsb
domgdgemo dmagds
bbgo

359985byMgdol bo@seno

30966 90bg 2039990 Lgbbgdo
LodgomobsEome gobggmgboaro sJ@oggdo
bbgo oJBoggdo

390Lmbogol badyxgdo

390Lmbs@ols O ™ol sbsbmoydgds
aosbabagdo byganaggsligdby

2012 2011
@560°000 560’000
1,791 1,887

(33) (81)

1,758 1,806
2012 2011
@560°000 @560°000
1,407 1,145

2 (32)

- 457
2 366

187 115

1,594 2,051

2012 2011
560’000 @560°000
890 1,169

(658) -

(161) (150)

71 1,019

2012 2011
@560°000 @560°000
4,438 3,981
1,109 995
5,547 4,976
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11 bbgs bmgspo s@dobol@@dszogemo bsdyxgdo

2012 2011
@540°000 @540°000
(339> © OG0B0 844 1,250
30mgglboygao dmdbobydgos 574 564
©5(330 422 458
0xX5Mo 323 356
BHggeds s dod3g@obyo 190 289
3osbobogdo, goms Lodgdmlogmmm as@sbsbswols 168 206
Lo 3m3gbogoom s bsobgmmdsizom dJndbobymgds 165 172
Lo 3obgea®om bsdmbgao 104 126
©0obrgggs 63 40
dabog@mds s GMgobobyo 42 30
9dmb@o s Bgddmababydmgds 37 55
bbgo 463 410
3,395 3,956
12 1553gdmbogerem gopsbsbspol badyxo

2012 2011
@560°000 @560°000
30dobomyg Janol gowsbsbsowols badyxo - -

3008350 9o@o gopsbsbsgdols IndBsmds wMMgdomo
bbgomdgdol Fomdmdmbols ©s 3m@gdBodgdgdols gsdm (27) 414
3o@osbo LsTgBmbagomm gopslsbswol badyxo 27 414

2012 §gaols d0dpobomyg ©o gowogsgdygao bodgdmbsagmm go@sbsbo@ol gobsiggmo
‘dgopagbl 15%-L  (2011: 15%).

dmJdgeo Logowsboboom gobsgggmols dgmeglgds:

2012 2011
@540°000 % @560°000 %
30 g0s aoalabswgdol aosbesdwy 3,368 3,519
bodgdmbogenm aopobsbowo dmJdgwo
bogo@sbobs@m gobsgyggmom 505 15% 528 15%
©o959aMs30 Vgdmbogsgo (532) (16%) (114) (3%)
27) 1%) 414 12%
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390535090 9m0 Logsmabobspm 5J@0go ©s gogwgdnmgds

5JBoggools s gomrgdygmgdgdol  Bobsbly@o  sbyo®modygdol  dobbgdolmgols  Fomdmeygbogn
Lodomsblim moMgdygmgdgdls o bsgomobobo@m dobbgdolbmgol aodmygbgdyem @o@mgdymgdgdl dm@ols
>6lgdymo Amgdomo Lbgomdgdo 0§393L (dobws aowsgegdygm Logowsbobsm gommgdymgdgdls 2012
Jaoolbs @s 2011 Fenol 31 ©93990@0lL dymdsdgmdom.

2012 Faools o 2011 Feools 31
©0bsdogs Fodmdmwagboanos g3y GbGoa Jo.

0939900000  EsLEHYmgoPE  3gMHomegddo PAMgdomo  Lbgomdgdols

dsmsblo 2012

domoblo 2012

Yol l-gro Sosdgdgmos Lbgs famob 31
05630l S@os@gdgmos JHnmdEnog ©94993@0b
@500°000 3pamds@gmdon  Vgdmlsgse o 3embogognTo 3 m3s@gmdom
Lo®gogobsEome
bgedobsFgomdo gobsbliymo
>JBoggdo (40) - 47) (87)
Jobgds s dmFymdogmds (1,956) 214 - (1,742)
bbgs oJBoggodo 617 42 - 659
bbgo gomegogmgdgdo 58 12 - 70
35053 sbogno Logoswoliobowm
bo@ogno 316 (241) - 75
(1,005) 27 47) (1,025)
Sdogablio 2011 dsgmablo 2011
fawob l-awo S@0s®gdgmos Lbgs femob 31
05bgcol  S@os@gdgmos gehnmdmog ©94993@0b
@500°000 3pamds@gmdon  Vgdmbsgse o g3embogognTo 3 mds@gmdom
3096(gdby o gmo
bybbgdo . . (40) (40)
Jobgds s dmfymdogmdgdo (1,410) (546) - (1,956)
bbgs oJBoggodo 734 (117) - 617
bbgo gomegogmydgdo 59 (1 - 58
30053 sbogro Logoswsoliobowm
bo@ogno 66 250 - 316
(551) (414) (40) (1,005)

2012 Garols 31 ©93990M0lL dpamdsdgmdom, aoEs@obogo bspo@sbsbsm bodomo dgoygbl 75 sosls
@odl (2011 Fgaol: 316 smols @o@l). 3 bodomowsbh, 75 smslo go@ol gos 0fy®gds 2013 §ganbs.

bbgs gHhomdgmog dgdmlogoeTo s@os@gdagmo Lodgdmlagem aspslsbawo

2012 s 2011 Qangdol 31 ©94990@M00 ©obOgmgdgmo  Faol Ubgs ghomdemogo dgdmbsgeols
3M33mb96@93msb ©s35330Mgd o aomsbisbowol dgogygoo dgdwgaos:
2012 2011
mobbs mobbs mobbs mobbs

3oEslobools Lsgs@obobom  aowsbisbools  aosolobswols  Logowalisbom  gopslbsbowols
;moém’OOO osbsdoy batixo 250939 2dsbosdoyg bty o 35099y
dmpg05To ob booen o
20930 Lodgogobszome
bgeodolsfgemdo gobsbliy®o
>JB0ggdol LodsGmanosbo
®otgdgmgdols §dobws
(3300 90> 312 47 265 267 (40) 227
bbgs gPomdanogo
Ygdmbogsao 312 47) 265 267 (40) 227
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Lbogodmggermlb gomgbye 356390 a5bmoglgdgemo Lobl®gdo

2012 2011

@560°000 @500°000

bogogngdgemm dobodogyg@o Mgbgdgol sbsdodo 12,942 9,568
JOMEEO560 ©g3mbo@o 4,000 1,400
bobFem sbas®odgdo 1,359 2,160
18,301 13,128

Lbogomegdygamm  dobodsgng@o  @gbgdgol  obodos®o  Fomdmopagbl  gibmy®  gomy@odo
>Olgd g 3OmEgbR0sh  obods®l, @mIgmoi  0sbgo®modgos  Lgd-ols dogd  godmzgdymo
bo@ds@ogmo oJBgool Yglodedobo® @ @MIol asdm@obobgi wofgbgoygmos goMgggyemo
Jgbeyeggoo. bobE®mm sbas®odgdo Fomdmopagbl Lgd-do >@bgdoym bsIngdl, GMdmgdos
0535330099905 5bao®0dLFmdgdols Lo J305b6mdsbmsb ©S bgendolo§gomdo 04®m
3odmbs@obo Faoli dmammb. ghneEmosbo ©g3mboGo s@ol ghmpmosbo sbsdsto igd-msb,
Amd@ols godmGobobgi Mo0dg Igbwyogs ©ofglgdygmo o@ s@obs.

Lbgs 65639030 gobmoglgdgemo LabliMgdo

2012 2011
@560°000 @540°000
bobEHm sbys®oTgdo

- AA- ©ob AA+Ipg GgoBobyol 3]mby - 463
- A- ©o5b A+3g ®90@0bgol 3Jmby 4,514 5,860
- BBB- ©s6 BBB dpg Ggodobgols 3]mbg 12 30
- BB- ©sb BB+ 9pg ®90@0bgols dJmby 314 8
- B+bg @odsgno dgoBobaol 3Jmby 247 74
- ot gamsbogoodgdyao 173 112
bgen bobG@Am sbas@odgdo 5,260 6,547

©33mDboGgdo s Lbgs 5goblgdo d563930lL 3odsm
- AA- AA+ dgoBobaols 3Jmby - -
- BBB- &go@obaols djmby - 117
- BB- ®90@0baols 3Jmby 9,000 -
- oMo gasliogozoMgdygeo 265 3,241
by ©g3mbodgdo s bbgs 5goblgdo 563930l dodsdm 9,265 3,358
14,525 9,905

5639630 gobmoglgdgmo  Lobl®gdowsb  sHEgBmo  o@ oGm0l aougoliy®gdgmo  sb
3oy 530 gogao. bgdmm Fodmdmagbomo @godobygoo Imdbswgdygeos Fitch Ggo@obyols
Loopgb@mlb G go@obyols dglsdodolsg.

2012 fengdoli 31 ©g399dG0lL dpamdo@gmdom, “dsbil” o@ Jdgsgms olgmo bdsobgo (2011: m@o
b5630), AmIamols bsdmgdo oswgds@gdmws  godo@ools 10%-. 2011 Fangdol 31 ©gz93d@ols
damdodgmdon o3 Lbomemgdol ghmmdeogo mo@Mgdygmgds dgoagbli 8 453 smol mo@ls.
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15 Lodgoemobsigome bgedolsfgomdo 5obsblymo oj@oggdo

16

K390l dgamdganmdsdo s@lgdmamo
bagogm ©s Lbgs golodgdgmo Bg8mbsgmols dJmby
0bb®® 3960900

Lgo-ol Lowgdmbodm LgdGogo s@gdo
LoJo@mggarml dnsg@mdols Labsbobm mdamoasogdo
LoJotmggarml dmog@mdols babsbobem ggjlogngdo

bagogmm 0bbE®7dgbdgoo — 5@s33mE0Mgdomo
30G30GsF 0o Jomgdo

aogogobs s godmbyowmgol bgen dy,6man939300
©330G398 300

bogognm s Lbgs gojlodgdygmo dgdmbagmols dJmbyg
0bLA®YIgbgdo

LoJodmggarml dmog@mdols babsbobem ggdlogngdo
Lgo-ol Lowgdmbodm LgdGogogs@gdo

Lbo@gogobogome  byedolofgomdo xgobsbly®o
359RolgO oo 5@ s@ob.

320960 gobg o393 gmo Lglbgdo

0g@Hooe 30033%g 353g8gmo Lgbbgso

R0bogy® 30690%g 9539990 Lgbbgdo

9dAog0 Jmbgdomn b@Ybggaymgomo glbgdo
L5390 M doMomgdo

536m Lglbgdo

bbgos Lodmdbdodgdarm Lylbgdo

bygar gobogynd 30093y 2039990 Lglbgdo Lglbgdo

30960 93bg 3539970 dngrosbo Lglbgdo
Lglbol gognsby®dgool Ggbgmgo

300960 90%g 3539390 F8obws Lgbbgdo

2012 2011

@560°000 @560°000

15,445 2,962

10,379 4,739

2,985 6,612

28,809 14,313

63 63

28,872 14,376

- 3,705

- 1,990

- 5,695
>5JH0ggd0  gorayeReomgdYmo  ob

2012 2011

@500°000 @500°000

48,535 33,414

37,315 27,022

5,154 6,429

668 1,065

7,053 7,814

50,190 42,330

98,725 75,744

(4,200) (3,480)

94,525 72,264
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2012 faooll 31 ©g3936@00 @olidymgdygamo Fanolbmgol Jawogb@gdby go3gdyemo
Lglbgdol  gogxslydgdol  Ggbgdgol  ©obsdogs  Lglbol  Lobggdol  dobgogom

‘dgdga0o:
0g@Hooym 30693y g0b0gy® 306gdbyg

3539990 Lglbgdo 353997980 Lglbgdo bygem

@560°000 @500°000 @500°000

bognem Fanol sbsfyolido 1,630 1,850 3,480
(dobos omoibgs 564 326 890
hodn§gdHoao Lglbgdo (25) (145) (170)
bogreem Fanol dmanml 2,169 2,031 4,200

2011 Feool 31 g3990@0lL  Jpymdsdgmdomn, Lgbbol  aoyxsbyg®dgdol  @Ggbg®gols
obsdogs 3e0gbBgdbby go3gdyeo Lglbbgdol Lobggdol dobgwgom Vgdwgaos:

0g@oEo7m 30093y gobogy® 306gdby

3539990 Lgbbgdo 3539990 bgbbgdo bygem

@560°000 @500°000 @500°000

bognem Fanol sbsfyolido 1,005 1,217 2,222

Fdobos yo7Jdgds 754 415 1,169
(ho3mF g0 Lglbgdo)/ sdmmgdyeno

Lglbgoo (129) 218 89

bogrem Fanols dmenml 1,630 1,850 3,480

30363 30bg 3539990 Lglbgdol LsiHgodm bs@olbo

J393mm  dmygobognr  b@ogndo sbsbyaos 0bgm@dszos 2012 Faool 31 ©g393d@ols
damdo®gmdon geogb@gdbg ao3gdgmo Lglbgdol Lsg®goo@dm bodolbols dglsbgd:

235985LyMgdol
“gbgdgol
8ogmosbo 359985bgMgd0l §906ws VgBotgds
bglbgdo Ggdgthgo bgbbgdo  dmmosh Lglbgdmsb
540’000 540’000 540’000 %
0gGogogm 30035%g 353999mo Lglbgdo
Lglbgdo goggsliyg@gools 0brogowgsmgmo 6odbgdols
oM dy:
6o grsnsesGotgbamo 40,958 815 40,143 2.0%
- bogg®spemgdm Lglbgdo 1,086 21 1,065 1.9%
3598obyg@gogmo Lglbgdo:
o goronsesGomghsmo 4,144 573 3,571 13.8%
- 3OO0 9 Y@0s 5M>dgB gl 90 Eom 1,461 343 1,118 23.5%
- ORIPIROGOLJOYIo> >@>gdgHgl 90-by gg@e 47.1%
3900 ©Eom, dopa@od sG> 1 9dgdgl 1 Fanols 886 417 469
by aoggnobyg@gdgmo Lglbgodo 6,491 1,333 5,158 20.5%
by og@ogogm 30Mgdby ao333geo Lglbgdo 48,535 2,169 46,366 4.5%
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Boboggd 30638%g 35393790 bglbgdo
9d@ogo Jmbgdom 9bA9bggmymgomo Lgbbgdo
- OOFORIYIQIGOL GO0

- 3oRoyoraEoggd o 30-by bogmado weom
- orogoraEogd o 30-89 eeom

- 3oRVpREo oo 90-179 eeom

- 355350530 gdgmo 180-360 o

- 3oRpIRG0EgdYEo 360-by dgio ©ow
bygm gdtsgo Jmbgdom 9b@9bzgmymgomo bylbgdo
bogMgodm dsGmgdo

- OOFORIYIRIGOL GO0

- 3oRvpORaGogdmo 30-by bagagdo @wow
- oroyoraEogd o 30-89 eeom

- 3oRyorREog gd g0 90-179 emon

- 3oRpIRIGoI oo 180-360 wmom

bygm bsg@geon§m ds@msmgdo

530™ Lglbbgdo

- 2535007 SRIGOM IO YO

- 3oRoyoraEoggd o 30-by bogmado weom
- 3oRoyorREoggd g0 90-179 emon

- 35530530 gdgmo 180-360 o

by sgdem Lgbbgdo

bbgs bodmdbdotgdmem Lgbbgdo

- 20300y SRIGOM IO YO

- 3oRogorsEoggd o 30-by bogmado weom
- §oRVpORGo oo 30-89 w@om

- 3oRVpREo oo 90-179 @eow

- 3Ry G0 gdYEo 360-by dgio wow
bgm bbgs bsdmBbIs@gdemm bglbgdo

bgm gobognd 30698%g 3039390 Lglbbgdo

b gr20gh®gddy 3o3adame bybbgde

3598oLyMgdol
Ggbgegols
dngosbo 3°985b7A g0l {806y BgBotgds
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