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generaluri direqtoris mimarTva

generaluri direqtoris mimarTva

„bazisbanki“ ganviTarebaze orientirebuli univer-

saluri tipis bankia, romelic momxmarebels maRali 

xarisxis momsaxurebasa da mravalferovan produq-

tebs sTavazobs.

banks didi istoria aqvs da misi dRevandeli saxe 

swored wlebis manZilze dagrovili gamocdilebis 

Sedegia.

2011 weli morigi warmatebuli weli iyo Cveni 

bankisaTvis. rasac adasturebs stabilurad mzardi 

finansuri maCveneblebi da investorebis  didi 

interesi „bazisbankis“ mimarT. 

gasuli wlebis ganmavlobaSi miRweulma dadebiTma 

Sedegebma Cveni saqmianobis gafarToebis safuZveli 

mogvca. 2011 wlis ganmavlobaSi bazisbanki kidev 

ufro metad aqtiuri iyo mcire da saSualo biznesis 

dakreditebis mimarTulebiT, rasac xels uwyobda 

saerTaSoriso safinanso institutebis mxardaWera 

da maTgan sakredito xazebis mozidva.

2012 wlis ganmavlobaSi aRniSnuli mimarTuleba 

kvlav strategiuli iqneba „bazisbankisaTvis“, 

radgan gvjera, rom swored es mimarTuleba qmnis  

yvelaze met samuSao adgils da Sesabamisad, 

mniSvnelovani wvlili Seaqvs qveynis ekonomikis 

ganviTarebaSi. 

Cveni saqmianobis gafarToebis TvalsaCino 

magaliTia „bazisbankis“ axali saTao ofisis gaxsna. 

Senoba, romelSic is ganTavsebulia, istoriul 

arqiteqturul Zegls warmoadgens. mis SeZenasa da 

reabilitaciaSi bankma 5 milioni laris investicia 

ganaxorciela.

gasuli wlis ganmavlobaSi, iseve, rogorc wina 

wlebSi, „bazisbanki“ gamoirCeoda maRali socia-

luri pasuxismgeblobiT. bankma aqtiuri monawi-

leoba miiRo sxvadasxva saqvelmoqmedo Tu soci-

aluri proeqtebis dafinansebaSi. 

Cven vTvliT, rom „bazisbankis“ Semdgomi ganviTare-

bis erT-erT umniSvnelovanesi winapirobaa momsaxu-

rebis xarisxis mudmivi gaumjobeseba, rac gu-

lisxmobs bankis klientebisaTvis kidev ufro 

mravalferovani sabanko produqtebis da maRali 

donis momsaxurebis SeTavazebas.

minda visargeblo SesaZleblobiT da madloba 

gadavuxado  klientebs Cveni momsaxurebiT 

sargeblobisa da loialobisaTvis, aseve Cvens 

partnior saerTaSoriso safinanso organizaciebs 

gamocxadebuli ndobisa da aRiarebisTvis da 

„bazisbankis“ mTels gunds, romlis swori da 

efeqturi muSaobis Sedegia bankis mier miRweuli 

warmatebebi.
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STATEMENT OF THE CHIEF EXECUTIVE OFFICER

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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serviscentrebis qseli

2011 wlis bolos bazisbanki warmodgenili iyo 

Teqvsmeti serviscentriTa da ormocdaTormeti 

bankomatiT.

klientebis momsaxurebis gaumjobesebis mizniT da 

operatiulobis TvalsazrisiT, bankis yvela 

serviscentri  universaluri tipisaa, rac imas 

niSnavs, rom TiToeul maTganSi xdeba, rogorc 

sacalo aseve korporatiuli klientebis momsaxu-

reba da maTTvis yvela saxis produqtisa da 

momsaxurebis SeTavazeba. 

bazisbankis serviscentrebi dakompleqtebulia 

maRalkvalificiuri da gamocdili kadrebiT, 

romlebic mudmivad gadian treningebs servis 

plusis da profesiuli gadamzadebis mimarTu-

lebiT. 

swored maTi damsaxurebaa klientebis loialuri 

damokidebuleba bankis mimarT.

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. 

biznes profili

BUSINESS PROFILE

9



biznes profili

BUSINESS PROFILE

2011 wlis erT-erTi umsxvilesi proeqti axali 

saTao ofisis gaxsna iyo.

Senoba, romelSic ganTavsebulia axali saTao 

ofisi, istoriul arqiteqturul Zegls warmoad-

gens. mis SeZenasa da reabilitaciaSi „bazisbankma“ 5 

milioni laris investicia ganaxorciela.

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 renovating it. 

ofisis sazeimo gaxsnaze lenti Tbilisis merma gigi 

ugulavam, erovnuli bankis prezidentma giorgi 

qadagiZem da bankis sameTvalyureo sabWos Tav-

mjdomarem zurab cixisTavma gaWres.

The new Head Office was opened   by Tbilisi 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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ceremonialze Sedga Tbilisis samxatvro akademiis 

magistraturis studentTa namuSevrebis gamofenis 

gaxsna.

The ceremony hosted the opening of the exhibition of Tbilisi 

Academy of Fine Arts post-graduate students' works. 

biznes profili
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RonisZiebas musikalurad aformebda vaxtang 

kaxiZis orkestris simebiani kvarteti.

The musical arrangement of the event was provided by 

Vakhtang Kakhidze Orchestra String Quartet. 

RonisZiebaze aseve moewyo „bazisbankis biznesmenTa 

klubis“ prezentaciac. klubi xels Seuwyobs 

saqmiani urTierTobebis Camoyalibebas da wevrebs 

Soris gamocdilebis gaziarebas. 

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.  

mowveulma stumrebma sazeimo viTarebaSi 

xelmowerebiT  daadastures klubSi gawevrianeba.  
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axali produqtebi

2011 weli sakmaod warmatebuli iyo produqtebis 

ganviTarebis kuTxiTac. momxmarebelTa intere-

sebis gaTaliswinebiT Seiqmna axali sabanko 

produqtebi: mobiluri bankingi, „Seni ipoTeka“ 

„swrafi fuli“  da  „sasargeblo avtosesxi“

mobiluri bankingi magTikomis da bazisbankis 

erToblivi produqtia. is aris gadaxdis uaxlesi, 

moxerxebuli da Zalian moqnili sistema, romelic 

Zalian umartivebs momxmarebels sxvadasxva sabanko 

operaciebis warmoebas, mxolod mobiluri tele-

fonis saSualebiT. nebismieri operaciis ganxor-

cieleba SesaZlebelia maSinac ki, rodesac tele-

fonis balansi amowurulia.

 

„Seni ipoTeka“ aris ipoTekuri sesxi larSi da 

gankuTvnilia im momxmareblisTvis, visac uZravi 

qonebis SeZena an garemonteba surs. produqtis 

mTavari upiratesoba imaSi mdgomareobs, rom sesxi 

gaicema larSi da Zalian komfortulia maTTvis, 

visac Semosavali erovnul valutaSi aqvs, am 

SemTxvevaSi momxmarebeli daculia savaluto 

riskebisgan.

„sasargeblo avtosesxi“ gankuTvnilia im momxmareb-

lisTvis, visac axali an meoradi avtomobilis SeZena 

surs. produqtis erT-erTi upiratesoba imaSi 

mdgomareobs, rom klients survilis SemTxvevaSi 

SeuZlia isargeblos 2 Tviani saSeRavTo periodiT, 

sesxiT sargeblobis yoveli wlis ganmavlobaSi. 

New products

The year 2011 was quite a success in terms of product 

development, too. A number 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. 

biznes profili

BUSINESS PROFILE
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SME, gayidvebi

gasuli wlebis msgavsad, gayidvebis da personaluri 

momsaxurebis ganyofilebis mTavari mizani iyo 

axali iuridiuli da fizikuri pirebis mozidva, 

arsebulebis personaluri momsaxureba da 

SenarCuneba. 2011 wlis prioritetad daisaxa mcire 

da saSualo sesxebis (500 000 aSS dolaramde) 

sakredito ganacxadebis mozidva, rasac ganyofi-

lebis TanamSromlebma warmatebiT gaarTves Tavi. 

TiToeuli TanamSromlis gegmebi saSualod 100%-

iT Sesrulda, rac dadebiTad aisaxa ganyofilebis 

saerTo gegmaze. 

Sesabamisad, bankma SeZlo mniSvnelovnad gaemyare-

bina poziciebi aRniSnul segmentze. 

jamurad SME klientebis sakredito portfelis 

moculoba 2011 wlis ganmavlobaSi  86% gaizarda.

aseve am periodSi aqtiuri muSaoba xorcieldeboda 

SME seqtoris sakredito portfelis xarisxis 

gaumjobesebaze, ris Sedegadac mniSvnelovnad 

Semcirda vadagadacilebuli sesxebis moculoba.

„bazisbankis“ biznesSi aseve umniSvnelovanesi 

adgili ukavia fizikuri pirebis segments. es exeba, 

rogorc sakredito aseve sadepozito portfels. 

qveyanaSi zogadi ekonomikuri garemos stabi-

lurobis kvaldakval, wina planze wamoiwia 

dakreditebis gaaqtiurebis amocanam.

am miznebis misaRwevad bankis sacalo gayidvebis 

politika efuZneba iseT faqtorebs, rogorebicaa 

efeqturad aTvisebuli gayidvebis arxebi, momxma-

reblebisTvis gansakuTrebuli SeTavazebebis 

gakeTeba da maTTan personaluri midgoma.

aRniSnulis gaTvaliswinebiT, 2011 wlis ganmav-

lobaSi warmatebiT mimdinareobda, rogorc 

sadepozito, aseve sakredito portfelis zrdac.

SME, Sales

Just like in previous years, the main goal of the Sales and 

Personal Service Department was the attraction of 

individuals and legal entities 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% over 2011.  

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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saerTaSoriso miRwevebi

„bazisbankis“ mimarT saerTaSoriso finansuri 

institutebis mxridan aRiareba da interesi misma 

moqnilobam, stabilurobam, progresulobam da 

sworma politikam ganapiroba.

2009 wlis bolos dawyebuli TanamSromloba OPIC-

isa da „bazisbanks“ Soris, rodesac  aSS-is mTavrobis 

kerZo investiciebis korporaciam banks mcire da 

saSualo biznesis dafinansebisTvis 5 mln aSS 

dolaris moculobis sakredito xazi gamouyo, 

kvlav gagrZelda. 

biznes profili
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The recognition and growing interest shown in Basisbank by 

international financial institutions came thanks to the bank's 

flexible, stable, progressive and sound policy. 

The cooperation between OPIC and Basisbank that started 

towards the end of 2009 when Overseas Private Investment 

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. 

International achievements

„bazisbanki“ saerTaSoriso standartebisa da swori 
menejmentis mqone bankia, romelmac erT-erTi 
mniSvnelovani, angariSgasawevi da stabiluri 
finansuri institutis statusi daimkvidra 
saqarTveloSi. OPIC-isa da „bazisbankis“ warmatebuli 
TanamSromlobidan gamomdinare, Cven miviReT 
gadawyvetileba, banks damatebiT kidev  5 mln aSS 
dolaris moculobis sainvesticio paketi gamovuyoT, 
romlis mniSvnelovani nawili, iseve rogorc wina 
sakredito xazi, saqarTveloSi mcire da saSualo 
biznesis ganviTarebas moxmardeba.“

 
keneT enjeli
OPIC-is proeqtebis dafinansebis direqtori

“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 
development in Georgia”

Kenneth Angel
Projects Financing Director of OPIC
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aseve, aRsaniSnavia bazisbankisa da komercbankis 

TanamSromloba, komercbankma bazisbanks savaWro 

operaciebisTvis sakredito xazi gamouyo. 

aRniSnuli xazi xels Seuwyobs da mniSvnelovnad 

gaumartivebs saerTaSoriso savaWro operaciebSi 

CarTul klientebs partniorebTan urTierTobas.

banki aqtiurad TanamSromlobs evropisa da aziis 

msxvil saerTaSoriso safinanso organizacebTanac, 

rogorebicaa: evropis rekonstruqciisa da 

ganviTarebis banki (EBRD), msoflio banki (WB), aSS-s 

saerTaSoriso ganviTarebis saagento (USAID), 

soflis meurneobis ganviTarebis saerTaSoriso 

fondi (IFAD), Savi zRvis vaWrobisa da ganviTarebis 

banki (BSTDB)  da sxva.

aRsaniSnavia saerTaSoriso sareitingo saagento 

Fitch Ratings-is mier „bazisbankisTvis“ sareitingo 

maCveneblebis dadasturebis faqtic.

saagentos eqspertebma, emitentis defoltis 

grZelvadiani reitingi, „bazisbanks" „B-" donze 

dautoves, prognoziT „stabiluri". „bazisbankis" 

reitingi asaxavs, rom am droisaTvis bankis 

kapitalizacia adeqvaturia da sakredito 

portfelSi, problemuri sesxebis maCvenebeli  

dabalia. bankma wlis ganmavlobaSi fondirebis 

bazis diversificireba warmatebiT moaxerxa- 

naTqvamia Fitch Ratings-is oficialur gancxadebaSi.

saerTaSoriso konkursze „suam-is saukeTeso 

bankebi“ nominaciaSi „yvelaze sando banki“ 

gamarjvebulad  „bazisbanki“ dasaxelda.�

konkursis Sedegebi demokratiisa da ekonomikuri 

ganviTarebis organizacia suam-ma da saerTaSoriso 

gamomcemloba «КБС-Издат» (ukraina) Seajames. 

konkursis laureatebi sdajildovebis sazeimo 

ceremonia suam-is samdivnoSi Sedga.

konkursis mizania,  im saukeTeso sabanko dawe-

sebulebebis gansazRvra, romlebic operireben 

suam-is qveynebis teritoriebze (saqarTvelo, 

ukraina, azerbaijani, moldova), maTi  saqmianobis 

sxvadasxva mimarTulebis mixedviT..

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), International Foundation for 

Development of Agriculture (IFAD), Black Sea Trade and 

Development Bank (BSTDB).

 

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 

portfolio is 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 

«КБС-Издат», 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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TanamSromlebi da TanamSromelTa 

profesiuli momzadeba

2011 weli stabiluri weli iyo adamianuri 

resursebis  da  administraciuli marTvis 

ganyofilebisTvis. gagrZelda bankis dakompleq-

teba axali kadrebiT, gamocxadda vakansiebi da 

miviReT 45 axali TanamSromeli. 40-mde studentma 

gaiara staJireba gayidvebis da personaluri 

momsaxurebis da mcire da saSualo sesxebis 

ganyofilebebSi. 

2011 weli gansakuTrebiT gamorCeuli aRmoCnda 

kvalifikaciis amaRlebis mxriv. msoflio bankis 

treneris mier korporatiuli da sacalo dakredi-

tebis, gayidvebis da personaluri momsaxurebis, 

korporatiuli, mcire da saSualo sesxebis, 

klientTa finansuri analizis ganyofilebis Tanam-

Sromlebs  CautardaT 3 kviriani treningi Semdeg 

T e m e b z e :  s e s x e b i s  a d m i n i s t r i r e b a  ( L o a n  

Administration) da biznes simulaciebi.

aseve, daigegma proeqtebis marTvis treningi 

saSualo rgolis menejmentisTvis (20 Tanam-

Sromeli). ganxilulia TiTqmis yvela saswavlo 

centris mier SemoTavazebuli programa, maT 

Sorisaa: Tavisufali universiteti, kavkasiis 

universiteti, marTvis akadebia, CTC. aRniSnuli 

treningis farglebSi TanamSromlebi gaecnobian 

proeqtis dagegmvis, organizebisa da kontrolis 

meTodebs, SeiZenen  proeqtis marTvisTvis auci-

lebel unar-Cvevebs da daeuflebian Teorias. 

biznes profili
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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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2011 wlis bolos tradiciulad bankis Tanam-

SromlebisTvis moewyo korporatiuli saRamo. 

gamovlindnen sxvadasxva nominaciebSi gamar-

jvebuli TanamSromlebi da gaTamaSda uamravi 

prizi.

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. 

aseve, adamianuri resursebis da administraciuli 

marTvis ganyofilebis iniciativiT moewyo 

sportul-gasarTobi RonisZieba. TanamSromlebs 

saSualeba hqondaT erTmaneTs Sejibrebodnen 

boulingSi, biliardSi, magidis CogburTsa da 

karaokeSi. TiToeul saxeobaSi gamovlinda 

gamarjvebuli da maT gadaecaT saCuqrebi.  
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SOCIAL RESPONSIBILITY AND CHARITY

19



20



socialuri pasuxismgebloba da 

qvelmoqmedeba

bazisbankma imedis gmirebis  

saqvelmoqmedo saRamo daafinansa

�
2011 wlis 8 marts,  „Tbilisi mariotSi" „imedis 

gmirebis" saqvelmoqmedo saRamo gaimarTa. aqcia 

bodbisxevis moxucTa TavSesafaris dasaxmareblad 

Catarda. bazisbankis aqciaSi monawileoba gadawyda 

qeTevan lekveiSvilis istoriis mosmenis Semdeg, 

romelmac sofelSi bebiis xsovnis sapativcemulod 

pansioni daaarsa da xandazmul adamianebs uvlis.

bazisbankma barselonaSi gamarTul 

fond "iavnanas" saqvelmoqmedo aqciaSi 

miiRo monawileoba

�
9 marts, barselonas Teatr "liceuSi", fond 

"iavnanasa" da espanur fond "SOS"-is erToblivi 

saqvelmoqmedo aqcia gaimarTa.

RonisZieba msoflioSi cnobili saopero momRer-

lis monserat kabalies patronaJiT Catarda. 

aRsaniSnavia, rom koncertSi msoflioSi aRiare-

buli tenorma ramon vargasma da migel gomes-

martinesma miiRes monawileoba, romlebic agvistos 

omis dros daoblebuli bavSvebis dasaxmareblad 

2008 wlis 25 seqtebers "iavnanas" mier gamarTul 

aqcias SeuerTdnen. 

maT garda, saRamoze renato bruzonim, "iavnanas" 

megobarma miSel kraiderma, soprano Tamar iverma da 

msoflio banma paata burWulaZem imReres.

RonisZiebas espaneTis mTavrobis wevrebi, samefo 

ojaxis warmomadgenlebi, saqarTvelodan ki "iav-

nanas" mxardamWerTa delegacia daeswro.

koncerti telemaraTonis formiT warimarTa, 

Semosuli Tanxa ki 2008 wlis agvistos omis dros 

daoblebul bavSvebs moxmardeba. 

aqciaSi wvlili bazisbankmac Seitana. bazisbankis 

mxridan, iavnanas fondTan TanamSromlobis Sede-

gad, aRniSnuli saxis saqvelmoqmedo aqciebSi 

monawileoba ukve tradiciad iqca. 

Social responsibility and charity

Basisbank Funds Imedi Heroes Charity Evening 

8 March –Tbilisi 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 Iavnana Foundation 
Charity Event Held in Barcelona 

9 March – the Grand Theatre of Liceu in Barcelona hosted a 
joint charity event of Iavnana 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 Iavnana 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 
Iavnana, soprano Tamar Iveri 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 Iavnana Foundation, it has become a 
tradition for Basisbank to take part in such charity events.
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bazisbankis mxardaWeriT saqarTvelos 

nacionaluri baletis "suxiSvilebis" 

koncertebi gaimarTa.

10-11 ivniss filarmoniis did sakoncerto 

darbazSi, bazisbankis mxardaWeriT, saqarTvelos 

nacionaluri baletis "suxiSvilebis" koncertebi 

gaimarTa.

koncertze pirvelad iqna warmodgenili is axali 

cekvebi, romlebic umcrosma iliko suxiSvilma 

ukanaskneli 10 wlis ganmavlobaSi dadga. saaT-

naxevriani programa moicavda 15 axal nomers, maT 

Soris iyo ori musikaluri kompoziciac.

bazisbankSi mixeil iaSvilis 

namuSevrebis gamofena gaimarTa

3 ivniss, qeTevan wamebulis #1-Si, bazisbankis 

sagamofeno darbazSi Sedga  mixeil iaSvilis 

namuSevrebis gamofenis prezentacia. damTva-

liereblebs Soris iyvnen  rogorc bankis  

TanamSromlebi,  aseve mowveuli stumrebi.  

prezentaciaze naCvenebi iqna mixeil iaSvilis mier 

gadaRebuli avtobiografiuli filmi, romelsac 

fonad miyveboda cnobili jgufis "Beatles"-is 

musika. 

1 ivliss, ki bazisbankis mxardaWeriT ukve baTumis 

xelovnebis muzeumSi, qarTvel 80-ianel mxatvarTa 

namuSevrebis gamofena gaimarTa. 29 mxatvarma 

ferwera, aqvareli, grafika da qandakeba waradgina.

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 Iliko 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 Iashvili Exhibition 

3 June – the presentation of the exhibition of Mikheil 
Iashvili'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 Iashvili 
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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bazisbankma 4-5 ivniss baTumsa da 

aWaris maRalmTianeTSi SoTa 

rusTavelis saxelmwifo universitetis 

mxardaWeriT gamarTuli saerTaSoriso 

samecniero-praqtikuli konferencia 

daafinansa.

konferenciaze saqarTvelos, TurqeTis, ukrainis, 

germaniis, litvis,  norvegiis,  amerikisa da 

azerbaijanis wamyvani umaRlesi saswavleblebis 

profesor-maswavleblebma,  eqspertebma da 

turizmis industriis warmomadgenlebma 150 

moxseneba warmoadgines. ori dRis ganmavlobaSi 

mecnierebi, dargis specialistebi da biznesmenebi 

erToblivad muSaobdnen turizmis industriis 

ganviTarebis aqtualur sakiTxebze. konferenciis 

monawileebma rekomendaciebi SeimuSaves, romelic 

Sesabamis samsaxurebs gadaegzavneba. 

bazisbankma ilias saxelmwifo 

universitetisTvis  S A P - si ste mi s 

teqnikuri mxardaWeris momsaxureba 

SeiZina

30 ivniss,  ilias saxelmwifo universitetSi SAP 

University Alliances-is prezentacia gaimarTa .

2011 wlidan ilias saxelmwifo universiteti aris 

SAP University Alliances-is wevri, rac mas uflebas 

aZlevs, saswavlo programaSi CarTos SAP-sistemis 

swavleba da gamoiyenos igi samagistro da sadoq-

toro naSromebis momzadebisas. bazisbankis finan-

surma mxardaWeram didi roli iTamaSa ilias 

saxelmwifo universitetis SAP University Alliances-Si 

gawevrianebaSi. aseve, bazisbankma SeiZina univer-

sitetisTvis SAP-sistemis teqnikuri mxardaWeris 

momsaxureba. banki universitetis mier ganxor-

cielebuli araerTi proeqtis partnioria.

SAP-sistemis swavleba igegmeba biznes administ-

rirebis sabakalavro specialobis damamTavrebel 

kursebze. garda amisa, ilias saxelmwifo univer-

sitetSi gazafxulis semestridan amoqmeddeba 

informaciuli teqnologiebis menejmentis samagis-

tro programa, romelSic mniSvnelovani komponenti 

swored SAP - sistemis swavlebasTan dakavSirebuli 

kursebia.

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  
 

Basisbank Acquires SAP Maintenance for Ilia State 
University 

30 June – Ilia State University hosted the presentation of 

SAP University Alliances. 

Since 2011, Ilia 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 Ilia State University's accession 

to SAP University Alliances. Basisbank also purchased SAP 

maintenance for Ilia 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, Ilia 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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bazisbankma UG olimpiadaSi gamar-

jvebulebi daajildova

14 oqtombers, saqarTvelos universitetis did 

sagamocdo darbazSi, inglisuri enis olimpiadaSi 

gamarjvebulTa dajildoveba gaimarTa.  olim-

piadaSi monawileoba miiRes sxvadasxva saSualo 

skolebis moswavleebma.

gamarjvebulTa sameuli  saqarTvelos univer-

sitetma da bazisbankma daajildoves serti-

fikatebiT da daafinanses maTi swavla miunsteris 

universitetSi,  (germaniaSi). 

bazisbankma Cais festivali daafinansa

 

Cais festivali meCaieobis xelSewyobas da 

waxalisebas emsaxureba, wels igi meqvsed gaimarTa 

da tradiciulad bazisbankis mxardaWeriT Catarda. 

masSi monawileoba miiRes kavkasiis regionis  

meCaieebma da Cais importiorma kompaniebma. 

warmodgenili   iqna  Cais  unikaluri  saxeebi  

kavkasiis regionebidan. 

festivalze  Catarda  sxvadasxva saxis, maT Soris 

Savi, mwvane da mcenareuli  samkurnalo  Cais  

produqciis   prezentacia-degustaciebi,  moewyo 

warmodgenili produqciis  konkursebi.

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 part in 

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 
thgrowing. 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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finansuri Sedegebi

2011 wels bankma kvlav daamtkica, rom miuxedavad 
bazarze arsebuli yvela sirTuleebisa da 2008-2009 
wlebis ekonomikuri da politikuri krizisis 
Sedegad warmoqmnili problemebisa, romlebic jer 
kidev gavlenas axdens bankis finansur mdgoma-
reobaze, banks SeuZlia mniSvnelovani Sedegebis 
miRweva. 

mTlianobaSi, 2011 weli bankisTvis kargi weli iyo. 
2009 wels portfelSi 16%-iani Semcirebis Semdeg, 
2011 wels bankma Tavisi sakredito portfelSi 
14.5%-iani zrda daafiqsira (2010: 14%), xolo 
aqtivebis 14%-iani zrda ise, rom wlis bolos bankis 
aqtivebma 159 milioni lari (2010:L 140 milioni lari; 
2009: 119 milioni lari) Seadgina. aqtivebis mocu-
lobis TvalsazrisiT, “bazisbanks” meTerTmete 
adgili ukavia da misi wili sabanko seqtoris 
aqtivebSi 1.33%-s Seadgens. 

umoqmedo aqtivebi da bankis sakuTrebaSi arsebuli 
dasakuTrebuli qonebebi  warmoadgns im ZiriTadi 
faqtorebs, romlebic zemoqmedebas axdendnen 
bankis wliur finansur Sedegebze..

2007 wels, winakrizisul periodSi, bankis aqtivebis 
zrdam TiTqmis 32% Seadgina (70% seqtorSi). zrdis 
aseTi maRali maCveneblebis pirobebSi, sakredito 
riskebis koncentraciis done gaizarda. zrda 
dafiqsirda ZiriTadad samomxmareblo da 
samSeneblo seqtorebSi. winakrizisul periodSi 
bankis aqtivebi ZiriTadad am seqtorebSi iyo 
koncentrirebuli. momdevno wlebSi, bankma 
daisakuTra vadagadacilebuli sesxebis uzrun-
velyofaSi Cadebuli mniSvnelovani qoneba. 
adgilobrivi standartebis gaTvaliswinebiT, 
mniSvnelovani rezervebi Seiqmna am aqtivebze, 
romlebmac uaryofiTi gavlena iqonia bankis 
kapitalis koeficientebze da wminda mogebaze 
(kapitalze mTlianma zegavlenam Seadgina 5.3. 
milioni aqtivebis danakargebis rezervis xarjebis 
saxiT da 5.2 milioni kapitalidan gamoqviTvebis 
saxiT, dasakuTrebuli qonebis nawilis Svilobil 
kompaniebze gadacemis gamo). aman gamoiwvia bankis 
pirveladi kapitalis Semcireba 2008 wlidan 2011 
wlamde 21 milionidan 19 milion laramde 
(pirveladi kapitali 2009 wlis bolos Seadgenda 19 
milion lars, xolo 2010 wlis bolos – 17.5 milion 
lars) da sazedamxedvelo kapitalis 22.4 milioni 
laridan 22 milion laramde Semcireba (saze-

damxedvelo kapitali 2009 - 2010 წლებში  18 milion 
lars Seadgenda). 
          

amis miuxedavad, bankma moaxerxa am problemebis 

gadalaxva da bankis saqmianobis optimalur doneze 

SenarCuneba. 

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 II 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‐impairment income from banking operations before 
provisions) equaled 4.5 million Gel and is by 1.3 million more 
than the income of 2010 (3.2 million Gel). 
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2011 wlis maisSi, meoradi kapitalis gazrdis 

m i z n i T ,  b a n k m a  ა შ შ– ს  მთ ა ვრობი ს  k e r Z o   
investiciebis korporaciisgan (OPIC) moizida $2 
milioniani subordinirebuli sesxi . Sedegad, 
sazedamxedvelo kapitalis koeficienti 12.8%-dan 
15%-mde gaumjobesda (minimaluri koeficientia 
12%). 
   
2011 wels bankma wminda mogebis saxiT 3.3 milioni 
lari miiRo, rac saukeTeso Sedegia 2007 wlis 
Semdeg, sadac wminda mogebam 3.8 milioni lari 
Seadgina. Semosavalma gadasaxadebis gamoqviTvamde 
3.5 milioni lari Seadgina, rac 70%-iT aRemateba 
2010 wlis Sedegebs (2.1 milioni lari). saoperacio 
Semosavalma (sabanko operaciebidan miRebuli 
wminda Semosavali darezervebamde) 4.5 milioni 
lari Seadgina, rac 1.3 milioni lariT aRemateba 
2010 wlis Semosavals (3.2 milioni lari). 
  

mogeba darezervebamde 43%-iT gaizarda 2010 wlis 

igive maCvenebelTan SedarebiT, sadac zrdam 38 % 

Seadgina. Semosavlis mTavari wyaro iyo sesxebidan 

da saxazino fasiani qaRaldebidan miRebuli 

Semosavlebi. wminda Semosavali 11%-iT gaizarda 

(2010: 6%), arasaprocento Semosavalma 2011 wlis 

mTliani Semosavlebis 34 % Seadgina (33% 2010 wels). 

am Semosavlebis ZiriTad nawils Seadgens sakomisio 

Semosavlebi 48% (2010: 49%), ucxouri valutis 

gadacvlis operaciebidan miRebuli Semosavalebi 

24 %, jarimebi sesxebze 15%, dasakuTrebuli 

aqtivebis realizaciidan miRebuli Semosavali  11 

%. 2011 wels miRebul 3.3 milion lariani wminda 

mogebis generirebas ZiriTadad xels uwyobda 

sesxebis zrda da naklebad mniSvnelovani xarjebi 

sesxebis danakargebis rezervebze. marTalia, 

arasaoperacio xarjebis SemosavalTan Tana-

fardobis koeficienti SedarebiT maRali rCeba, 

magram bankma moaxerxa es koeficienti 2010 welis 

74%-idan 2011 wels 66%-mde Camoyvana (80% - 2009 

wels), rac ZiriTadad saoperacio Semosavlis zrdis 

xarjze moxda. 2011 wels bankis momgebianobis 

maCvenebeli gaumjobesda, aqtivebis ukugeba da 

kapitalis ukugeba 2010 wlis 8.1 % da 1.3 %-idan 2011 

wels Sesabamisad 12.2 %-mde da 1.9 %-mde gaizarda 

(2009: -1.8% and -9.9%).

bankis mier gacemuli sesxebis moculoba 14.5 %-iT 

gaizarda (2010: 14%), yuradReba ZiriTadad mcire da 

saSualo biznes sesxebis gacemaze iyo koncen-

trirebuli. 

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 million i.e. 5%. 

The Bank continued to manage credit risks to keep them at low 

level. The portfolio contains no material concentrations of risks. 

At end 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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2011 wlis bolosTvis, mcire da saSualo biznesze 
gacemulma sesxebma 40 milioni lari Seadgina, xolo 
sacalo sesxebma – 31 milioni. korporatiuli 
sesxebi bankis portfelis umniSvnelo nawilia da 4 
milions Seadgens, rac mTliani portfelis 5%-ia. 
 
bankma moaxerxa sakredito riskebis dabal doneze 
SenarCuneba. portfeli riskebis mniSvnelovan 
koncentraciebs ar Seicavs. 2011 wlis bolos, 30 
dReze metad vadagadacilebuli sesxebi Seadgenda 
3.9 %-s, 3 % sesxebisa ki restruqturizirebuli 
iqna. sesxebis danakargebis rezervma 4.6% Seadgina 
(2010: 3.4%, 2009: 5.6 %). sesxis danakargebis rezervi 
aramuSa sesxebs (30 dReze metad vadagadacilebuli 
sesxebi) 106 %-iT faravda. 
   
2011 wels, depozitebis moculoba 2.5% -iT 
gaizarda da 98 milioni lari Seadgina (2010: 95 
milioni lari). zrda mcirea, seqtorSi dafiq-
sirebul 23 %-ian zrdasTan SedarebiT, magram 
bankis likvidoba saimedo doneze darCa. 2011 wlis 
bolos likvidurma aqtivebma (naRdi fuli, 
moklevadiani bankTaSorisi depozitebi) mTliani 
aqtivebis 22 % Seadgina (2010: 25 %). mTlian 
likvidur aqtivebSi saxazino fasianma qaRaldebma 
20 milioni lari Seadgina (2010:9 milioni). es 
fondebi srulad likviduria da srulad konver-
tirdeba naRd fulSi. es fasiani qaRaldebi SeiZleba 
gaiyidos an dagiravdes seb-isgan sesxis misaRebad. 
  

2011 wlis bolos, bankis kapitalma 25.4 milioni 

lari Seadgina, rac bankis mTliani aqtivebis 16 %-s 

Seadgens. wlis ganmavlobaSi bankis kapitali 15%-iT 

gaizarda ZiriTadad wminda mogebis xarjze.

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 

at the expense of net profit.
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Consolidated Financial Statements  

and Independent Auditors Report

damoukidebel auditorTa daskvna da

konsolidirebuli finansuri angariSgeba
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JSC BasisBank 

Consolidated Statement of Financial Position as at 31 December 2011 

The consolidated statement of financial position is to be read in conjunction with the notes to, and forming part of, the 

consolidated financial statements. 
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 Notes 

2011  

GEL’000   

2010 

GEL’000 

ASSETS     

Cash   11,747  11,460 

Due from the National Bank of Georgia 13 13,128  17,983 

Placements with banks 14 9,905  5,190 

Available-for-sale financial assets     

- Held by the Group 15 14,376  63 

- Pledged under sale and repurchase agreements 15 5,695  - 

Loans to customers 16 72,264  63,976 

Held-to-maturity investments     

- Held by the Group 17 -  7,165 

- Pledged under sale and repurchase agreements 17 -  2,085 

Assets held for sale  18 1,953  2,338 

Investment property  1,295  436 

Property and equipment  19 15,370  15,764 

Intangible assets  231  275 

Other assets  20 13,388  13,660 

Total assets  159,352  140,395 

LIABILITIES      

Deposits and balances from banks  21 5,353  394 

Amounts payable under repurchase agreements 22 5,502  2,000 

Current accounts and deposits from customers 23 98,211  95,877 

Subordinated borrowings 24 3,462  - 

Other borrowed funds 24 18,470  18,006 

Deferred tax liability  12 1,005  551 

Other liabilities 25 1,711  1,261 

Total liabilities  133,714  118,089 

EQUITY     

Share capital 26 5,912  5,912 

Share premium   5,612  5,612 

Revaluation surplus for land and buildings  2,361  2,361 

Revaluation reserve for available-for-sale financial assets   227  - 

Retained earnings   11,276  8,171 

Total equity attributable to equity holders of the Bank  25,388  22,056 

Non-controlling interests  250  250 

Total equity  25,638  22,306 

Total liabilities and equity  159,352  140,395 

     



JSC BasisBank 

Consolidated Statement of Cash Flows for the year ended 31 December 2011 

The consolidated statement of cash flows is to be read in conjunction with the notes to, and forming part of, the 
consolidated financial statements. 
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 Notes 
2011 

GEL’000 
2010 

GEL’000 

CASH FLOWS FROM OPERATING ACTIVITIES     

Interest and fee and commission receipts  16,497  16,165 

Interest and fee and commission payments  (8,469)  (7,594) 

Net receipts from foreign exchange  1,887  1,754 

Other income receipts   1,241  1,192 

Personnel expenses and other general administrative expenses payments  (7,411)  (7,582) 

Proceeds from disposal of assets held for sale  752  - 

Proceeds from disposal of repossessed assets  43  884 

     

(Increase)/decrease in operating assets     

Due from the National Bank of Georgia   (6,605)  (1,752) 

Placements with banks  (3,023)  7,407 

Loans to customers  (12,810)  (13,345) 

Other assets  (138)  (1,546) 

     

Increase/(decrease) in operating liabilities     

Deposits and balances from banks   5,005  (469) 

Amounts payable under repurchase agreements  3,500  2,000 

Current accounts and deposits from customers  5,137  14,666 

Other liabilities  167  (73) 

Cash flows (used in)/from operations  (4,227)  11,707 

     

CASH FLOWS FROM INVESTING ACTIVITIES     

Purchases of available-for-sale financial assets  (28,967)  - 

Sale and repayment of available-for-sale financial assets  10,449  - 

Purchases of held-to-maturity investments  -  (9,299) 

Sale and repayment of held-to-maturity investments  9,432  6,133 

Purchases of property and equipment   (821)  (4,575) 

Purchases of intangible assets  -  (127) 

Sales of property and equipment   75  4 

Sales of investment property  580  - 

Cash flows used in investing activities  (9,252)  (7,864) 

     

CASH FLOWS FROM FINANCING ACTIVITIES     

Receipts of subordinated borrowings  3,462  - 

Net receipts of other borrowed funds  1,521  3,257 

Cash flows from financing activities  4,983  3,257 

     

Net (decrease)/increase in cash and cash equivalents  (8,496)  7,100 

Effect of changes in exchange rates on cash and cash equivalents  (331)  250 

Cash and cash equivalents as at the beginning of the period  30,681  23,331 

Cash and cash equivalents as at the end of the period 33 21,854  30,681 



J
S

C
 B

a
sisB

a
n

k
 

C
o

n
so

lid
a

ted
 S

ta
tem

e
n
t o

f C
h
a
n

g
es in

 E
q

u
ity fo

r th
e
 y

e
a
r e

n
d

ed
 3

1
 D

ec
em

b
e
r 2

0
1
1
 

T
h

e co
nso

lid
ated

 statem
ent o

f ch
ang

es in eq
u
ity

 is to
 b

e read
 in co

n
ju

n
ctio

n w
ith

 th
e no

tes to
, and

 form
ing

 p
art o

f, th
e co

nso
lid

ated
 fin

ancia
l statem

ents. 

G
E

L
’0

0
0
 

A
ttrib

u
ta

b
le to eq

u
ity

 h
o

ld
ers o

f th
e B

a
n

k
 

 
S

h
a

re ca
p

ita
l 

 

 

S
h

a
re 

p
rem

iu
m

 
 

R
ev

a
lu

a
tio

n
 

su
rp

lu
s fo

r 

la
n

d
 a

n
d

 

b
u

ild
in

g
s 

 

R
ev

a
lu

a
tio

n
 

reserv
e fo

r 
a

v
a
ila

b
le-fo

r-

sa
le fin

a
n

cia
l 

a
ssets 

 

R
eta

in
ed

 

ea
rn

in
g

s   
T

o
ta

l 
 

N
o
n

-

co
n

tro
llin

g
 

in
terests 

 
T

o
ta

l eq
u

ity
 

B
a
la

n
ce a

s a
t 1

 J
a

n
u

a
ry

 2
0
1

0
 

5
,9

1
2
 

 
5

,6
1
2
 

 
2

,1
8
8
 

 
-  

 
6

,3
8
7
 

 
2

0
,0

9
9 

 
2

5
0
 

 
2

0
,34

9
 

T
ota

l co
m

p
reh

en
siv

e in
co

m
e  

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 

P
ro

fit fo
r th

e p
erio

d
 

- 
 

-  
 

-  
 

-  
 

1
,7

8
4
 

 
1
,7

8
4 

 
- 

 
1

,7
8
4
 

O
th

er co
m

p
reh

en
sive in

co
m

e
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 

R
evalu

atio
n o

f land
 and

 b
u
ild

in
g
s, net o

f inco
m

e tax
 

- 
 

-  
 

1
7

3
 

 
-  

 
- 

 
1

7
3 

 
- 

 
1
7

3
 

T
o

tal o
th

er co
m

p
reh

ensiv
e inco

m
e  

- 
 

- 
 

1
7

3
 

 
-  

 
- 

 
1

7
3 

 
- 

 
1
7

3
 

T
ota

l co
m

p
reh

en
siv

e in
co

m
e fo

r th
e p

erio
d

 
- 

 
- 

 
1

7
3
 

 
-  

 
1

,7
8
4
 

 
1
,9

5
7 

 
- 

 
1

,9
5
7
 

B
a
la

n
ce a

s a
t 3

1
 D

ecem
b

er 2
0
1
0
 

5
,9

1
2
 

 
5

,6
1
2
 

 
2

,3
6
1
 

 
-  

 
8

,1
7
1
 

 
2

2
,0

5
6 

 
2

5
0
 

 
2

2
,30

6
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

B
a
la

n
ce a

s a
t 1

 J
a

n
u

a
ry

 2
0
1

1
 

5
,9

1
2
 

 
5

,6
1
2
 

 
2

,3
6
1
 

 
-  

 
8

,1
7
1
 

 
2

2
,0

5
6 

 
2

5
0
 

 
2

2
,30

6
 

T
ota

l co
m

p
reh

en
siv

e in
co

m
e  

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 

P
ro

fit fo
r th

e p
erio

d
 

- 
 

-  
 

-  
 

-  
 

3
,1

0
5
 

 
3
,1

0
5 

 
- 

 
3

,1
0
5
 

O
th

er co
m

p
reh

en
sive in

co
m

e
 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 

N
et ch

ang
e in fair v

alu
e o

f av
ailab

le-fo
r-sale fina

n
cial 

assets, net o
f inco

m
e tax

 
- 

 
-  

 
-  

 
2

2
7
 

 
- 

 
2

2
7 

 
- 

 
2
2

7
 

T
o

tal o
th

er co
m

p
reh

ensiv
e inco

m
e  

-  
 

-  
 

- 
 

2
2

7
 

 
- 

 
2

2
7 

 
- 

 
2
2

7
 

T
ota

l co
m

p
reh

en
siv

e in
co

m
e fo

r th
e p

erio
d

 
-  

 
-  

 
- 

 
2

2
7
 

 
3

,1
0
5
 

 
3
,3

3
2 

 
- 

 
3

,3
3
2
 

B
a
la

n
ce a

s a
t 3

1
 D

ecem
b

er 2
0
1
1
 

5
,9

1
2
 

 
5

,6
1
2
 

 
2

,3
6
1
  

 
2

2
7
 

 
1

1
,2

7
6
 

 
2

5
,3

8
8 

 
2

5
0
 

 
2

5
,63

8
 

 



JSC BasisBank 

Notes to, and forming part of, the consolidated financial statements for the year ended 31 December 2011 
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1 Background 
 

(a) Organisation and operations 
 

These consolidated financial statements include the financial statements of JSC BasisBank                     

(the “Bank”) and its subsidiaries (together referred to as the “Group”). The principal subsidiaries 

of the Bank include asset management and construction companies. 
 

JSC BasisBank is a joint stock bank, which was established in Georgia in 1993. The principal 

activities of the Bank are deposit taking and customer accounts maintenance, lending and issuing 

guarantees, cash and settlement operations and operations with securities and foreign exchange. 

The activities of the Bank are regulated by the National Bank of Georgia (“NBG”). The Bank has 

18 branches operating in Georgia. 
 

The registered address of the Bank is 1 Ketevan Tsamebuli Street, Tbilisi 0103, Georgia. The 

majority of the Bank’s assets and liabilities are located in Georgia. The average number of people 

employed by the Bank during the year was 251 (2010: 270).  
 

On 28 September 2009 the Bank established a subsidiary, Basis Asset Management Limited, an 

asset management company with 100% ownership. On 29 September 2009 Basis Asset 

Management Limited acquired 75% of Paladi Imperial Partnership, a construction company. On 

29 December 2011 the Bank established a subsidiary, Basis Asset Management – Kobuleti 

Limited, an asset management company with 100% ownership. 
 

The principal subsidiaries of the Bank are as follows: 
 

      Ownership % 

Name  Country of incorporation  Principal activities  2011  2010 

Basis Asset Management Limited  Georgia  Asset management  100%  100% 

Basis Asset Management –Kobuleti 

Limited 

 Georgia  Asset management  100%  - 

Paladi Imperial Partnership  Georgia            Construction  75%  75% 

 

Shareholders 
 

As at 31 December 2011 and 2010, the following individuals owned the share capital of the Bank: 
 

Shareholders Ownership interest, % 

European Bank for Reconstruction and Development (EBRD) 15.00% 

Zurab Tsikhistavi 13.92% 

Eldar Mildiani 9.89% 

Zaza Nishnianidze 8.51% 

Murman Ambroladze 6.58% 

Archil Maziashvili 6.33% 

Ketevan Soselia 5.62% 

Taras Nijaradze 4.58% 

Gia Petriashvili 4.57% 

Giorgi Vachnadze 4.44% 

Goderzi Meladze 4.42% 

Tengiz Maziashvili 4.38% 

Other individuals 11.76% 

 100.00% 

 

Related party transactions are detailed in note 32. 



JSC BasisBank 

Notes to, and forming part of, the consolidated financial statements for the year ended 31 December 2011 
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(b) Business environment 
 

Georgian business environment 
 

The Group’s operations are located in Georgia. Consequently, the Group is exposed to the 

economic and financial markets of Georgia which display characteristics of an emerging market. 

The legal, tax and regulatory frameworks continue development, but are subject to varying 

interpretations and frequent changes which together with other legal and fiscal impediments 

contribute to the challenges faced by entities operating in the Georgia. The consolidated financial 

statements reflect management’s assessment of the impact of the Georgian business environment 

on the operations and the consolidated financial position of the Group. The future business 

environment may differ from management’s assessment.  

 

 

2 Basis of preparation 
 

(a) Statement of compliance 
 

The accompanying consolidated financial statements are prepared in accordance with 

International Financial Reporting Standards (“IFRS”). 

 

(b) Basis of measurement 
 

The consolidated financial statements are prepared on the historical cost basis except that 

available-for-sale financial assets are stated at fair value and land and buildings are stated at 

revalued amounts. 

 

(c) Functional and presentation currency 
 

The functional currency of the Bank and its subsidiaries is the Georgian Lari (“GEL”) as, being 

the national currency of Georgia, it reflects the economic substance of the majority of underlying 

events and circumstances relevant to them. 

 

The GEL is also the presentation currency for the purposes of these consolidated financial 

statements. 

 

Financial information presented in GEL is rounded to the nearest thousand.  

 

(d) Use of estimates and judgments 
 

The preparation of consolidated financial statements in conformity with IFRSs requires 

management to make judgments, estimates and assumptions that affect the application of 

accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual 

results could differ from those estimates. 

 

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 

estimates are recognised in the period in which the estimates are revised and in any future periods 

affected. 

  



JSC BasisBank 

Notes to, and forming part of, the consolidated financial statements for the year ended 31 December 2011 
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Information about significant areas of estimation uncertainty and critical judgments in applying 

accounting policies is described in the following notes: 

 

• loan impairment estimates - note 16 

 

(e) Changes in accounting policies and presentation 
 

With effect from 1 January 2011, the Group changed its accounting policies in the following 

areas: 

 

• The Group retrospectively applied a revised version of IAS 24 (issued in 2009) Related Party 

Disclosures. This change did not have a significant impact on the related party disclosures; 

• The Group retrospectively applied limited amendments to IFRS 7 Financial Instruments: 

Disclosures issued as part of Improvements to IFRSs 2010. These amendments mainly relate 

to disclosures on collateral and other credit enhancements, as well as to renegotiated assets 

that would otherwise be past due or impaired. 
 

 

3 Significant accounting policies 
 

The accounting policies set out below are applied consistently to all periods presented in these 

consolidated financial statements, and are applied consistently by Group entities, except as 

explained in note 2(e), which addresses changes in accounting policies. 

 

(a) Basis of consolidation 
 

(i) Subsidiaries 
 

Subsidiaries are entities controlled by the Bank. Control exists when the Bank has the power, 

directly or indirectly, to govern the financial and operating policies of an entity so as to obtain 

benefits from its activities. The financial statements of subsidiaries are included in the 

consolidated financial statements from the date that control effectively commences until the date 

that control effectively ceases. 

 

(ii) Transactions eliminated on consolidation 
 

Intra-group balances and transactions, and any unrealised gains arising from intra-group 

transactions, are eliminated in preparing the consolidated financial statements.  

 

(b) Non-controlling interests 
 

Non-controlling interests are the equity in a subsidiary not attributable, directly or indirectly, to 

the Bank. 
 

Non-controlling interests are presented in the consolidated statement of financial position within 

equity, separately from the equity attributable to equity holders of the Bank. Non-controlling 

interests in profit or loss and total comprehensive income are separately disclosed in the 

consolidated statement of comprehensive income. 
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11 

(c) Foreign currency 
 

Transactions in foreign currencies are translated to the respective functional currencies of the 

Group entities at exchange rates at the dates of the transactions. Monetary assets and liabilities 

denominated in foreign currencies at the reporting date are retranslated to the functional currency 

at the exchange rate at that date. The foreign currency gain or loss on monetary items is the 

difference between amortised cost in the functional currency at the beginning of the period, 

adjusted for effective interest and payments during the period, and the amortised cost in foreign 

currency translated at the exchange rate at the end of the reporting period. Non-monetary assets 

and liabilities denominated in foreign currencies that are measured at fair value are retranslated to 

the functional currency at the exchange rate at the date that the fair value is determined. Non-

monetary items that are measured in terms of historical cost in a foreign currency are translated 

using the exchange rate at the date of the transaction. Foreign currency differences arising on 

retranslation are recognised in profit or loss, except for differences arising on the retranslation of 

available-for-sale equity instruments or qualifying cash flow hedges, which are recognised in 

other comprehensive income.  
 

(d) Cash and cash equivalents 
 

Cash and cash equivalents include notes and coins on hand, unrestricted balances (nostro 

accounts) held with the NBG and other banks and overnight deposits with the NBG. The 

minimum reserve deposit in foreign currency with the NBG is not considered to be a cash 

equivalent due to restrictions on its withdrawability. Cash and cash equivalents are carried at 

amortized cost in the statement of financial position. 

 

(e) Financial instruments 

 
(i) Classification 

 

Management determines the appropriate classification of financial instruments at the time of the 

initial recognition. 

 
Loans and receivables are non-derivative financial assets with fixed or determinable payments 

that are not quoted in an active market, other than those that the Group: 

 

− intends to sell immediately or in the near term 

− upon initial recognition designates as at fair value through profit or loss 

− upon initial recognition designates as available-for-sale or, 

− may not recover substantially all of its initial investment, other than because of credit 

deterioration. 

 

Held-to-maturity investments are non-derivative financial assets with fixed or determinable 

payments and fixed maturity that the Group has the positive intention and ability to hold to 

maturity, other than those that: 

 

− the Group upon initial recognition designates as at fair value through profit or loss 

− the Group designates as available-for-sale or, 

− meet the definition of loans and receivables. 

 

Available-for-sale financial assets are those non-derivative financial assets that are designated as 

available-for-sale or are not classified as loans and receivables, held-to-maturity investments or 

financial instruments at fair value through profit or loss. 
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(ii) Recognition 
 

Financial assets and liabilities are recognized in the consolidated statement of financial position 

when the Group becomes a party to the contractual provisions of the instrument. All regular way 

purchases of financial assets are accounted for at the settlement date. 

 

(iii) Measurement 
 

A financial asset or liability is initially measured at its fair value plus, in the case of a financial 

asset or liability not at fair value through profit or loss, transaction costs that are directly 

attributable to the acquisition or issue of the financial asset or liability. 

 

Subsequent to initial recognition, financial assets are measured at their fair values, without any 

deduction for transaction costs that may be incurred on sale or other disposal, except for: 

  

− loans and receivables which are measured at amortized cost using the effective interest 

method 

− held-to-maturity investments that are measured at amortized cost using the effective interest  

method 

− investments in equity instruments that do not have a quoted market price in an active market 

and whose fair value can not be reliably measured which are measured at cost.  

 

All financial liabilities, other than those designated at fair value through profit or loss and 

financial liabilities that arise when a transfer of a financial asset carried at fair value does not 

qualify for derecognition, are measured at amortized cost. 

 

(iv) Amortised cost 
 

The amortised cost of a financial asset or liability is the amount at which the financial asset or 

liability is measured at initial recognition, minus principal repayments, plus or minus the 

cumulative amortisation using the effective interest method of any difference between the initial 
amount recognised and the maturity amount, minus any reduction for impairment. Premiums and 

discounts, including initial transaction costs, are included in the carrying amount of the related 

instrument and amortized based on the effective interest rate of the instrument.  

 

(v) Fair value measurement principles 
 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between 

knowledgeable, willing parties in an arm’s length transaction on the measurement date. 
 

When available, the Group measures the fair value of an instrument using quoted prices in an 

active market for that instrument. A market is regarded as active if quoted prices are readily and 

regularly available and represent actual and regularly occurring market transactions on an arm’s 

length basis. 
 

If a market for a financial instrument is not active, the Group establishes fair value using a 

valuation technique. Valuation techniques include using recent arm’s length transactions between 

knowledgeable, willing parties (if available), reference to the current fair value of other 

instruments that are substantially the same, discounted cash flow analyses and option pricing 

models. The chosen valuation technique makes maximum use of market inputs, relies as little as 

possible on estimates specific to the Group, incorporates all factors that market participants would 

consider in setting a price, and is consistent with accepted economic methodologies for pricing 

financial instruments. Inputs to valuation techniques reasonably represent market expectations and 

measures of the risk-return factors inherent in the financial instrument. 
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The best evidence of the fair value of a financial instrument at initial recognition is the transaction 

price, i.e., the fair value of the consideration given or received, unless the fair value of that 

instrument is evidenced by comparison with other observable current market transactions in the 

same instrument (i.e., without modification or repackaging) or based on a valuation technique 

whose variables include only data from observable markets. When transaction price provides the 

best evidence of fair value at initial recognition, the financial instrument is initially measured at 
the transaction price and any difference between this price and the value initially obtained from a 

valuation model is subsequently recognised in profit or loss on an appropriate basis over the life 

of the instrument but not later than when the valuation is supported wholly by observable market 

data or the transaction is closed out. 

 

(vi) Gains and losses on subsequent measurement 
 

A gain or loss on an available-for-sale financial asset is recognized as other comprehensive 

income in equity (except for impairment losses and foreign exchange gains and losses on debt 

financial instruments available-for-sale) until the asset is derecognized, at which time the 

cumulative gain or loss previously recognised in equity is recognized in profit or loss. Interest in 

relation to an available-for-sale financial asset is recognized in profit or loss using the effective 

interest method. 

 

For financial assets and liabilities carried at amortized cost, a gain or loss is recognized in profit or 

loss when the financial asset or liability is derecognized or impaired, and through the amortization 

process. 

 

(vii) Derecognition 
 

The Group derecognises a financial asset when the contractual rights to the cash flows from the 

financial asset expire, or when it transfers the financial asset in a transaction in which 

substantially all the risks and rewards of ownership of the financial asset are transferred or in 

which the Group neither transfers nor retains substantially all the risks and rewards of ownership 

and it does not retain control of the financial asset. Any interest in transferred financial assets that 
qualify for derecognition that is created or retained by the Group is recognised as a separate asset 

or liability in the statement of financial position. The Group derecognises a financial liability 

when its contractual obligations are discharged or cancelled or expire. 

 

The Group writes off assets deemed to be uncollectible. 

 

(viii) Repurchase and reverse repurchase agreements 
 

Securities sold under sale and repurchase (“repo”) agreements are accounted for as secured 

financing transactions, with the securities retained in the consolidated statement of financial 

position and the counterparty liability included in amounts payable under repo transactions. The 

difference between the sale and repurchase prices represents interest expense and is recognized in 

profit or loss over the term of the repo agreement using the effective interest method. 

 

Securities purchased under agreements to resell (“reverse repo”) are recorded as amounts 

receivable under reverse repo transactions within placements with banks or loans to customers, as 

appropriate. The difference between the purchase and resale prices represents interest income and 

is recognized in profit or loss over the term of the repo agreement using the effective interest 

method. 

 

If assets purchased under an agreement to resell are sold to third parties, the obligation to return 

securities is recorded as a trading liability and measured at fair value. 
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(ix) Offsetting 
 

Financial assets and liabilities are offset and the net amount reported in the consolidated statement 

of financial position when there is a legally enforceable right to set off the recognised amounts 

and there is an intention to settle on a net basis, or realise the asset and settle the liability 

simultaneously. 

 

(f) Property and equipment 

 

(i) Owned assets 
 

Items of property and equipment are stated at cost less accumulated depreciation and impairment 

losses, except for land and buildings, which are stated at revalued amounts as described below.  

 

Where an item of property and equipment comprises major components having different useful 

lives, they are accounted for as separate items of property and equipment.  

 

(ii)  Revaluation  
 

Land and buildings are subject to revaluation on a regular basis. The frequency of revaluation 

depends on the movements in the fair values of the land and buildings being revalued. A 

revaluation increase on land and buildings is recognised as other comprehensive income except to 

the extent that it reverses a previous revaluation decrease recognised in profit or loss, in which 

case it is recognised in profit or loss. A revaluation decrease on land and buildings is recognised 

in profit or loss except to the extent that it reverses a previous revaluation increase recognised as 

other comprehensive income directly in equity, in which case it is recognised in other 
comprehensive income. 

 

(iii) Depreciation 
 

Depreciation is charged to profit or loss on a straight-line basis over the estimated useful lives of 

the individual assets. Depreciation commences on the date of acquisition or, in respect of 

internally constructed assets, from the time an asset is completed and ready for use. Land is not 

depreciated. The estimated useful lives are as follows: 

 
- buildings 50 years 

- computers and communication equipment 5  years 

- fixtures and fittings       5 years 

- motor vehicles 5  years 

- leasehold improvements  2-3  years 

- other 10 years 

 

(g) Intangible assets 
 

Acquired intangible assets are stated at cost less accumulated amortisation and impairment losses.  

 

Acquired computer software licenses are capitalised on the basis of the costs incurred to acquire 

and bring to use the specific software. 
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Amortisation is charged to profit or loss on a straight-line basis over the estimated useful lives of 

intangible assets. The estimated useful life of intangible assets is 10 years. 

 

(h) Investment property 
 

Investment property is property held either to earn rental income or for capital appreciation or for 

both, but not for sale in normal course of business, or for the use in production or supply of goods 

or services or for administrative purposes. Investment property is measured at cost less 

accumulated depreciation and impairment losses. 

 

Cost includes expenditure that is directly attributable to the acquisition of investment property. 

Cost includes the cost of materials and direct labour, and any other costs directly attributable to 

bringing the asset to working condition for its intended use.  

 

When parts of an item of investment property have different useful lives, they are accounted for as 

separate items (major components) of investment property. 

 

(i) Assets held for sale 
 

Non-current assets, or disposal groups comprising assets and liabilities, that are expected to be 

recovered primarily through sale rather than through continuing use, are classified as held for sale. 

Immediately before classification as held for sale, the assets, or components of a disposal group, 

are remeasured in accordance with the Group’s accounting policies. Thereafter generally, the 

assets, or disposal group, are measured at the lower of their carrying amount and fair value less 

cost to sell. 

 

(j) Repossessed assets 
 

The Group recognises repossessed assets in the statement of financial position when it has the full 

and final settlement rights to the collateral, and when it is entitled to retain any excess proceeds 

from the realisation of the collateral.  

 

Repossessed assets are measured at the lower of the carrying amount and the fair value less costs 

to sell. At initial recognition repossessed assets are measured based on the value of the defaulted 

loan, including expenditure incurred in the process of collateral foreclosure. Fair value less costs 

to sell is the estimated selling price of the collateral in the ordinary course of business, less the 

related selling costs. Subsequent to initial recognition, repossessed assets are reviewed for held for 

sale classification criteria and are reclassified accordingly when the criteria are met. 

  

Repossessed assets are included in other assets.  

 
Gains and losses on disposal of repossessed assets are recognised net in “other operating income” 

in profit or loss.  
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(k) Impairment 

 
(i) Financial assets carried at amortized cost 

 

Financial assets carried at amortized cost consist principally of loans and other receivables (loans 

and receivables). The Group reviews its loans and receivables to assess impairment on a regular 

basis. A loan or receivable is impaired and impairment losses are incurred if, and only if, there is 

objective evidence of impairment as a result of one or more events that occurred after the initial 

recognition of the loan or receivable and that event (or events) has had an impact on the estimated 

future cash flows of the loan that can be reliably estimated.  

 

Objective evidence that financial assets are impaired can include default or delinquency by a 

borrower, breach of loan covenants or conditions, restructuring of a loan or advance on terms that 

the Group would not otherwise consider, indications that a borrower or issuer will enter 

bankruptcy, the disappearance of an active market for a security, deterioration in the value of 

collateral, or other observable data relating to a group of assets such as adverse changes in the 

payment status of borrowers in the group, or economic conditions that correlate with defaults in 

the group. 

 

The Group first assesses whether objective evidence of impairment exists individually for loans 

and receivables that are individually significant, and individually or collectively for loans and 

receivables that are not individually significant. If the Group determines that no objective 

evidence of impairment exists for an individually assessed loan or receivable, whether significant 

or not, it includes the loan in a group of loans and receivables with similar credit risk 

characteristics and collectively assesses them for impairment. Loans and receivables that are 

individually assessed for impairment and for which an impairment loss is or continues to be 

recognised are not included in a collective assessment of impairment. 

 

If there is objective evidence that an impairment loss on a loan or receivable has been incurred, 

the amount of the loss is measured as the difference between the carrying amount of the loan or 

receivable and the present value of estimated future cash flows including amounts recoverable 
from guarantees and collateral discounted at the loan or receivable’s original effective interest 

rate. Contractual cash flows and historical loss experience adjusted on the basis of relevant 

observable data that reflect current economic conditions provide the basis for estimating expected 

cash flows. 

 

In some cases the observable data required to estimate the amount of an impairment loss on a loan 

or receivable may be limited or no longer fully relevant to current circumstances. This may be the 

case when a borrower is in financial difficulties and there is little available historical data relating 

to similar borrowers. In such cases, the Group uses its experience and judgement to estimate the 

amount of any impairment loss.  

All impairment losses in respect of loans and receivables are recognized in profit or loss and are 

only reversed if a subsequent increase in recoverable amount can be related objectively to an 

event occurring after the impairment loss was recognised. 

 

When a loan is uncollectable, it is written off against the related allowance for loan impairment. 

The Group writes off a loan balance (and any related allowances for loan losses) when 

management determines that the loans are uncollectible and when all necessary steps to collect the 

loan are completed.  
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(ii) Financial assets carried at cost  
 

Financial assets carried at cost include unquoted equity instruments included in available-for-sale 

financial assets that are not carried at fair value because their fair value can not be reliably 

measured. If there is objective evidence that such investments are impaired, the impairment loss is 

calculated as the difference between the carrying amount of the investment and the present value 

of the estimated future cash flows discounted at the current market rate of return for a similar 

financial asset.  

 

All impairment losses in respect of these investments are recognized in profit or loss and can not 

be reversed. 

 

(iii) Available-for-sale financial assets  
 

Impairment losses on available-for-sale financial assets are recognised by transferring the 

cumulative loss that is recognised in other comprehensive income to profit or loss as a 

reclassification adjustment. The cumulative loss that is reclassified from other comprehensive 

income to profit or loss is the difference between the acquisition cost, net of any principal 

repayment and amortisation, and the current fair value, less any impairment loss previously 

recognised in profit or loss. Changes in impairment provisions attributable to time value are 

reflected as a component of interest income.  

 

For an investment in an equity security available-for-sale, a significant or prolonged decline in its 

fair value below its cost is objective evidence of impairment. 

 

If, in a subsequent period, the fair value of an impaired available-for-sale debt security increases 

and the increase can be objectively related to an event occurring after the impairment loss was 

recognised in profit or loss, the impairment loss is reversed, with the amount of the reversal 

recognised in profit or loss. However, any subsequent recovery in the fair value of an impaired 

available-for-sale equity security is recognised in other comprehensive income. 

 

(iv) Non financial assets 
 

Other non financial assets, other than deferred taxes, are assessed at each reporting date for any 

indications of impairment. The recoverable amount of non financial assets is the greater of their 

fair value less costs to sell and value in use. In assessing value in use, the estimated future cash 

flows are discounted to their present value using a pre-tax discount rate that reflects current 

market assessments of the time value of money and the risks specific to the asset. For an asset that 

does not generate cash inflows largely independent of those from other assets, the recoverable 

amount is determined for the cash-generating unit to which the asset belongs. An impairment loss 

is recognised when the carrying amount of an asset or its cash-generating unit exceeds its 

recoverable amount. 

 

All impairment losses in respect of non financial assets are recognized in profit or loss and 

reversed only if there has been a change in the estimates used to determine the recoverable 

amount. Any impairment loss reversed is only reversed to the extent that the asset’s carrying 

amount does not exceed the carrying amount that would have been determined, net of 

depreciation or amortisation, if no impairment loss had been recognised.  
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(l) Credit related commitments 
 

In the normal course of business, the Group enters into credit related commitments, comprising 

undrawn loan commitments, letters of credit and guarantees, and provides other forms of credit 

insurance.  

 

Financial guarantees are contracts that require the Group to make specified payments to reimburse 

the holder for a loss it incurs because a specified debtor fails to make payment when due in 

accordance with the terms of a debt instrument. 

 

A financial guarantee liability is recognised initially at fair value net of associated transaction 

costs, and is measured subsequently at the higher of the amount initially recognised less 

cumulative amortisation or the amount of provision for losses under the guarantee. Provisions for 

losses under financial guarantees and other credit related commitments are recognised when 

losses are considered probable and can be measured reliably.  

 
Financial guarantee liabilities and provisions for other credit related commitment are included in 

other liabilities. 

 

(m) Share capital 
 

(i) Ordinary shares 
 

Ordinary shares are classified as equity.  

 

(ii) Share premium 
 

Share premium is calculated as the difference between the par value and the amount paid for 

shares issued. 

 

(iii) Dividends 
 
The ability of the Group to declare and pay dividends is subject to the rules and regulations of the 

Georgian legislation. 

 

Dividends in relation to ordinary shares are reflected as an appropriation of retained earnings in 

the period when they are declared. 

 

(n) Taxation 
 

Income tax comprises current and deferred tax. Income tax is recognised in profit or loss except to 

the extent that it relates to items of other comprehensive income or transactions with shareholders 

recognised directly in equity, in which case it is recognised within other comprehensive income or 

directly within equity. 
 

Current tax expense is the expected tax payable on the taxable income for the year, using tax rates 

enacted or substantially enacted at the reporting date, and any adjustment to tax payable in respect 

of previous years. 
 

Deferred tax is recognised in respect of temporary differences between the carrying amounts of 

assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. 

Deferred tax is not recognised for the following temporary differences:  the initial recognition of 

assets or liabilities that affect neither accounting nor taxable profit and temporary differences 
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related to investments in subsidiaries where the parent is able to control the timing of the reversal 

of the temporary difference and it is probable that the temporary difference will not reverse in the 

foreseeable future.  Deferred tax is measured at the tax rates that are expected to be applied to the 

temporary differences when they reverse, based on the laws that have been enacted or 

substantively enacted by the reporting date. 
 

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits 

will be available against which the temporary differences, unused tax losses and credits can be 

utilised. Deferred tax assets are reduced to the extent that it is no longer probable that the related 

tax benefit will be realised. 

 

(o) Income and expense recognition  
 

Interest income and expense are recognised in profit or loss using the effective interest method. 
 

Loan origination fees, loan servicing fees and other fees that are considered to be integral to the 

overall profitability of a loan, together with the related transaction costs, are deferred and 

amortized to interest income over the estimated life of the financial instrument using the effective 

interest method. 

 
Other fees, commissions and other income and expense items are recognised in profit or loss 

when the corresponding service is provided.  

 

Payments made under operating leases are recognised in profit or loss on a straight-line basis over 

the term of the lease. Lease incentives received are recognised as an integral part of the total lease 

expense, over the term of the lease.  

 

(p) New standards and interpretations not yet adopted 
 
A number of new standards, amendments to standards and interpretations are not yet effective as 

at 31 December 2011, and are not applied in preparing these consolidated financial statements. Of 

these pronouncements, potentially the following will have an impact on the financial position and 

performance. The Group plans to adopt these pronouncements when they become effective. 

 

• IFRS 9 Financial Instruments will be effective for annual periods beginning on or after 1 

January 2015. The new standard is to be issued in phases and is intended ultimately to replace 

International Financial Reporting Standard IAS 39 Financial Instruments: Recognition and 

Measurement. The first phase of IFRS 9 was issued in November 2009 and relates to the 

classification and measurement of financial assets. The second phase regarding classification 

and measurement of financial liabilities was published in October 2010. The remaining parts 
of the standard are expected to be issued during 2012. The Group recognises that the new 

standard introduces many changes to the accounting for financial instruments and is likely to 

have a significant impact on the consolidated financial statements. The impact of these 

changes will be analysed during the course of the project as further phases of the standard are 

issued. The Group does not intend to adopt this standard early.  

 

• IFRS 10 Consolidated Financial Statements will be effective for annual periods beginning on 

or after 1 January 2013. The new standard supersedes IAS 27 Consolidated and Separate 

Financial Statements and SIC-12 Consolidation – Special Purpose Entities. IFRS 10 

introduces a single control model which includes entities that are currently within the scope of 

SIC-12. Under the new three-step control model, an investor controls an investee when it is 
exposed, or has rights, to variable returns from its involvement with that investee, has the 

ability to affect those returns through its power over that investee and there is a link between 
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power and returns. Consolidation procedures are carried forward from IAS 27 (2008). When 

the adoption of IFRS 10 does not result in a change in the previous consolidation or non-

consolidation of an investee, no adjustments to accounting are required on initial application. 

When the adoption results in a change in the consolidation or non-consolidation of an 

investee, the new standard may be adopted with either full retrospective application from date 

that control was obtained or lost or, if not practicable, with limited retrospective application 
from the beginning of the earliest period for which the application is practicable, which may 

be the current period. Early adoption of IFRS 10 is permitted provided an entity also early-

adopts IFRS 11, IFRS 12, IAS 27 (2011) and IAS 28 (2011). 

 

• IFRS 12 Disclosure of Interests in Other Entities will be effective for annual periods 

beginning on or after 1 January 2013. The new standard contains disclosure requirements for 

entities that have interests in subsidiaries, joint arrangements, associates and unconsolidated 

structured entities. Interests are widely defined as contractual and non-contractual 

involvement that exposes an entity to variability of returns from the performance of the other 

entity. The expanded and new disclosure requirements aim to provide information to enable 

the users to evaluate the nature of risks associated with an entity’s interests in other entities 
and the effects of those interests on the entity’s financial position, financial performance and 

cash flows. Entities may early present some of the IFRS 12 disclosures without a need to 

early-adopt the other new and amended standards. However, if IFRS 12 is early-adopted in 

full, then IFRS 10, IFRS 11, IAS 27 (2011) and IAS 28 (2011) must also be early-adopted. 

 

• IFRS 13 Fair Value Measurement will be effective for annual periods beginning on or after                  

1 January 2013. The new standard replaces the fair value measurement guidance contained in 

individual IFRSs with a single source of fair value measurement guidance. It provides a 

revised definition of fair value, establishes a framework for measuring fair value and sets out 

disclosure requirements for fair value measurements. IFRS 13 does not introduce new 

requirements to measure assets or liabilities at fair value, nor does it eliminate the 
practicability exceptions to fair value measurement that currently exist in certain standards. 

The standard is applied prospectively with early adoption permitted. Comparative disclosure 

information is not required for periods before the date of initial application. 

 

• Amendment to IAS 1 Presentation of Financial Statements: Presentation of Items of Other 

Comprehensive Income. The amendment requires that an entity present separately items of 

other comprehensive income that may be reclassified to profit or loss in the future from those 

that will never be reclassified to profit or loss. Additionally, the amendment changes the title 

of the statement of comprehensive income to statement of profit or loss and other 

comprehensive income. However, the use of other titles is permitted. The amendment shall be 

applied retrospectively from 1 July 2012 and early adoption is permitted. 

 

Various Improvements to IFRSs have been dealt with on a standard-by-standard basis. All 

amendments, which result in accounting changes for presentation, recognition or measurement 

purposes, will come into effect not earlier than 1 January 2012. The Group has not yet 

analysed the likely impact of the improvements on its financial position or performance. 
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4 Net interest income 
 

 
2011 

GEL’000  
2010 

GEL’000 

Interest income    

Available-for-sale financial assets 1,216  - 

Placements with banks 222  137 

Loans to customers 12,859  12,788 

Held-to-maturity investments 182  491 

 14,479  13,416 

    

Interest expense    

Deposits and balances from banks (107)  (50) 

Amounts payable under repurchase agreements (628)  (103) 

Current accounts and deposits from customers (5,212)  (5,588) 

Subordinated borrowings (114)  - 

Other borrowed funds (863)  (865) 

 (6,924)  (6,606) 

 7,555  6,810 

 
 

5 Fee and commission income 
 

 
2011 

GEL’000  
2010 

GEL’000 

Credit facilities 1,245  1,094 

Plastic card fees 959  933 

Settlement fees 658  558 

Account maintenance and cash transaction fees  498  458 

Other 245  227 

 3,605  3,270 

 
 

6 Fee and commission expense 
 

 
2011 

GEL’000  

2010 

GEL’000 

Plastic card system fees 958  980 

Settlement fees 223  202 

Other 366  352 

 1,547  1,534 
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7 Net foreign exchange income 
 

 2011  2010 

 GEL’000  GEL’000 

Gain on spot transactions 1,887  1,754 

Net loss from revaluation of financial assets and liabilities (81)  - 

 1,806  1,754 

 

 

8 Other operating income 
 

 2011  2010 

 GEL’000  GEL’000 

Fines and penalties received 1,145  1,142 

Fines and penalties paid (32)  (55) 

Gain on disposal of repossessed assets and investment property 457  423 

Gain on disposal of assets held for sale 366  - 

Other 115  96 

 2,051  1,606 

 
 

9 Impairment losses 
 

 
2011 

GEL’000  
2010 

GEL’000 

Loans to customers 1,169  (1,228) 

Assets held for sale -  577 

Other assets (150)  1,751 

 1,019  1,100 

 

 

10 Personnel expenses 
 

 2011 

GEL’000  

2010 

GEL’000 

Employee compensation 3,981  3,998 

Payroll related taxes 995  1,000 

 4,976  4,998 
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11 Other general administrative expenses 
 

 2011 
GEL’000  

2010 
GEL’000 

Depreciation and amortization 1,250  1,136 

Professional services 564  490 

Security 458  462 

Occupancy 356  540 

Advertising and marketing 289  304 

Taxes other than income tax 206  167 

Communications and information services 172  154 

Office supplies 126  119 

Repairs and maintenance 55  49 

Insurance 40  28 

Travel and training 30  12 

Other 410  277 

 3,956  3,738 

 
 

12 Income tax expense 
 

 
2011 

GEL’000  
2010 

GEL’000 

Current year tax expense -   -  

Deferred taxation movement due to origination and reversal of temporary 

differences  (414)  (286)  

Total income tax expense (414)  (286)  

 

In 2011, the applicable tax rate for current and deferred tax is 15% (2010: 15%). 

 

Reconciliation of effective tax rate: 

 
 2011 

GEL’000  %  

2010 

GEL’000  % 

Profit before tax 3,519     2,070   

        

Income tax expense at the applicable tax rate 528  15%  311  15% 

 Non-taxable income (114)  (3%)  (25)  (1%) 

 414  12%  286  14% 

 

(a) Deferred tax asset and liability 
 

Temporary differences between the carrying amounts of assets and liabilities for financial 

reporting purposes and the amounts used for taxation purposes give rise to net deferred tax 

liabilities as at 31 December 2011 and 2010.  
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Movements in temporary differences during the years ended 31 December 2011 and 2010 are 

presented as follows. 
 

GEL’000 

Balance  

1 January 2011  

Recognised 

in income  

Recognised in other 

comprehensive 
 income  

Balance  

31 December 2011 

Available-for-sale financial assets -  -  (40)  (40) 

Property and equipment (1,410)  (546)  -  (1,956) 

Other assets 734  (117)  -  617 

Other liabilities 59  (1)  -  58 

Tax loss carry-forwards 66  250  -  316 

 (551)  (414)  (40)  (1,005) 

 

GEL’000 
Balance  

1 January 2010  
Recognised 

in income  

Recognised in other 
comprehensive 

 income  
Balance  

31 December 2010 

Loans to customers (143)  143  -  - 

Property and equipment (1,495)  115  (30)  (1,410) 

Other assets 450  284  -  734 

Other liabilities 47  12  -  59 

Tax loss carry-forwards 906  (840)  -  66 

 (235)  (286)  (30)  (551) 

 

Tax loss carry forwards amount to GEL 316 thousand as at 31 December 2011 (2010: GEL 66 

thousand). Of these losses, GEL 250 thousand expires in 2016 and GEL 66 thousand expires in 

2014. 

 

(b) Income tax recognised in other comprehensive income 
 

The tax effects relating to components of other comprehensive income for the year ended 

31 December comprise the following: 

 

 2011  2010 

GEL’000  

Amount 

before tax  

Tax  

expense  

Amount 

 net-of-tax  

Amount  

before tax  

Tax  

expense  

Amount  

net-of-tax 

Net change in fair value of 

available-for-sale financial assets 267  (40)  227  -  -  - 

Revaluation of land and buildings -  -  -  203  (30)  173 

Other comprehensive income 267  (40)  227  203  (30)  173 
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13 Due from National Bank of Georgia 
 

 2011  2010 

 GEL’000  GEL’000 

Mandatory minimum reserve deposit 9,568  3,610 

Nostro accounts 2,160  14,373 

Overnight deposit  1,400  - 

 13,128  17,983 

 

The minimum reserve deposit is a mandatory interest bearing deposit in foreign currency 

calculated in accordance with the regulations issued by the NBG and whose withdrawability is 

restricted. The nostro accounts represent balances with the NBG related to settlement activity and 

were available for withdrawal at year end. The overnight deposit is a one-day deposit with the 

NBG, whose withdrawability is not restricted.  

 

 

14 Placements with banks 
 

 2011 
GEL’000  

2010 
GEL’000 

Nostro accounts     

- rated AA- to AA+ 463  758 

- rated A- to A+ 5,860  442 

- rated Aa3 -  2,352 

- rated BBB- 30  - 

- rated BB- to BB+ 8  - 

- rated below B+ 74  232 

- not rated 112  1,064 

Total nostro accounts 6,547  4,848 

    

Deposits and other advances to banks    

- rated AA- to AA+ -  342 

- rated BBB- 117  - 

- not rated 3,241  - 

Total deposits and other advances to banks 3,358  342 

 9,905  5,190 

 

None of placements with banks are impaired or past due. The above ratings are per Fitch rating 

agency ratings. 
 

Included in deposits and other advances to banks is GEL 117 thousand (2010: GEL 342 thousand) 

which represents a blocked deposit for plastic card settlements. 
 

As at 31 December 2011 the Group has two banks (2010: one bank),  

whose balances exceed 10% of equity. The gross value of these balances as at 31 December 2011 

is GEL 8,453 thousand (2010: GEL 2,352 thousand). 
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15 Available-for-sale financial assets 
 

 2011 
GEL’000  

2010 
GEL’000 

Held by the Group    

Debt and other fixed-income instruments    

Georgian Government treasury bills  6,612  - 

Georgian Government treasury bonds 4,739  -          

NBG deposit certificates 2,962  - 

 14,313            -  

Equity instruments – Unquoted    

Corporate shares 63                    63  

 14,376  63 

Pledged under sale and repurchase agreements    

Debt and other fixed-income instruments    

Georgian Government treasury bills 3,705  - 

NBG deposit certificates 1,990  - 

 5,695  - 

 

No available-for-sale financial assets are past due or impaired.  

 

Investments without a determinable fair value  
 

Available-for-sale investments stated at cost comprise unquoted equity securities in the financial 

services industry in Georgia.  There is no market for these investments and there have not been 

any recent transactions that provide evidence of the current fair value. In addition, discounted cash 

flow techniques yield a wide range of fair values due to the uncertainty regarding future cash 

flows in this industry.  

 

 

16 Loans to customers 
 

 2011 

GEL’000  

2010 

GEL’000 

Loans to legal entities 33,414  31,913 

    

Loans to individuals    

Loans collateralized by real estate 27,022  19,373 

Credit cards 6,429  6,607 

Auto loans 1,065  1,104 

Other consumer loans 7,814  7,201 

Total loans to individuals 42,330  34,285 

    

Gross loans to customers 75,744  66,198 

Impairment allowance (3,480)  (2,222) 

Net loans to customers 72,264  63,976 
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Movements in the loan impairment allowance by classes of loans to customers for the year ended 

31 December 2011 are as follows: 
 

 
Loans to legal entities 

GEL’000  
Loans to individuals 

GEL’000  
Total  

GEL’000  

Balance at the beginning of the year 1,005  1,217  2,222 

Net charge  754  415  1,169 

(Write-offs)/recoveries (129)  218  89 

Balance at the end of the year 1,630  1,850  3,480 

 

Movements in the loan impairment allowance by classes of loans to customers for the year ended 

31 December 2010 are as follows: 
 

 

Loans to legal entities 

GEL’000  

Loans to individuals 

GEL’000  

Total  

GEL’000  

Balance at the beginning of the year 2,154  1,078  3,232 

Net reversal (536)  (692)  (1,228) 

(Write-offs)/recoveries (613)  831  218 

Balance at the end of the year 1,005  1,217  2,222 

 

(a) Credit quality of loans to customers 
 

The following table provides information on the credit quality of loans to customers as at 

31 December 2011:  
 

 Gross loans  
Impairment 

allowance  Net loans  

Impairment 
allowance to 

gross loans, 

 GEL’000  GEL’000  GEL’000  % 

Loans to legal entities        

Loans without individual signs of impairment        

- not overdue 27,507  669  26,838  2.4% 

-watch list loans 777  15  762  1.9% 

Impaired loans:        

- not overdue 2,416  286  2,130  11.8% 

-overdue less than 90 days 2,026  424  1,602  20.9% 

- overdue more than 90 days and less than 1 year 656  212  444  32.3% 

- overdue more than 1 year 32  24  8  75.0% 

Total impaired loans  5,130  946  4,184  18.4% 

Total loans to legal entities 33,414  1,630  31,784  4.9% 

        

Loans to individuals        

Loans collateralized by real estate        

- not overdue 24,977  900  24,077  3.6% 

- overdue less than 30 days 1,310  67  1,243  5.1% 

- overdue 30-89 days 314  76  238  24.2% 

- overdue 90-179 days 265  67  198  25.3% 

- overdue 180-360 days 128  38  90  29.7% 

- overdue more than 360 days 28  8  20  28.6% 

Total loans collateralized by real estate 27,022  1,156  25,866  4.3% 
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 Gross loans  
Impairment 

allowance  Net loans  

Impairment 

allowance to 
gross loans, 

 GEL’000  GEL’000  GEL’000  % 

Credit cards        

- not overdue 6,258  158  6,100  2.5% 

- overdue less than 30 days 65  33  32  50.8% 

- overdue 30-89 days 60  49  11  81.7% 

- overdue 90-179 days 7  7  -  100.0% 

- overdue 180-360 days 27  25  2  92.6% 

- overdue more than 360 days 12  11  1  91.7% 

Total credit cards 6,429  283  6,146  4.4% 

Auto  loans        

- not overdue 987  23  964  2.3% 

- overdue less than 30 days 23  2  21  8.7% 

- overdue 30-89 days 28  8  20  28.6% 

- overdue 90-179 days 19  6  13  31.6% 

- overdue 180-360 days 8  8  -  100.0% 

Total auto loans 1,065  47  1,018  4.4% 

Other consumer loans        

- not overdue 7,413  340  7,073  4.6% 

- overdue less than 30 days 352  10  342  2.8% 

- overdue 30-89 days 42  11  31  26.2% 

- overdue 90-179 days 7  3  4  42.9% 

Total other consumer loans 7,814  364  7,450  4.7% 

Total loans to individuals 42,330  1,850  40,480  4.4% 

Total loans to customers 75,744  3,480  72,264  4.6% 

 

The following table provides information on the credit quality of the loans to customers as at                 

31 December 2010:  
 

 Gross loans  
Impairment 

allowance  Net loans  

Impairment 

allowance to 
gross loans, 

 GEL’000  GEL’000  GEL’000  % 

Loans legal entities        

Loans without individual signs of impairment        

- not overdue 27,279  612  26,667  2.2% 

-watch list loans 795  16  779  2.0% 

Impaired loans:        

- not overdue 2,118  124  1,994  5.9% 

- overdue less than 90 days 1,235  122  1,113  9.9% 

- overdue more than 90 days and less than 1 year 486  131  355  27.0% 

Total impaired loans  3,839  377  3,462  9.8% 

Total loans to legal entities 31,913  1,005  30,908  3.1% 
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 Gross loans  
Impairment 

allowance  Net loans  

Impairment 

allowance to 
gross loans, 

 GEL’000  GEL’000  GEL’000  % 

Loans to individuals        

Loans collateralised by real estate        

- not overdue 17,593  649  16,944  3.7% 

- overdue less than 30 days 868  39  829  4.5% 

- overdue 30-89 days 727  67  660  9.2% 

- overdue 90-179 days 185  48  137  25.9% 

Total loans collateralised by real estate 19,373  803  18,570  4.1% 

Credit cards        

- not overdue 6,461  139  6,322  2.2% 

- overdue less than 30 days 69  6  63  8.7% 

- overdue 30-89 days 62  23  39  37.1% 

- overdue 90-179 days 15  7  8  46.7% 

Total credit cards 6,607  175  6,432  2.6% 

Auto loans         

- not overdue 1,057  22  1,035  2.1% 

- overdue less than 30 days 19  1  18  5.3% 

- overdue 30-89 days 25  5  20  20.0% 

- overdue 90-179 days 3  1  2  33.3% 

Total auto loans  1,104  29  1,075  2.6% 

Other consumer loans        

- not overdue 6,947  190  6,757  2.7% 

- overdue less than 30 days 201  6  195  3.0% 

- overdue 30-89 days 40  8  32  20.0% 

- overdue 90-179 days 13  6  7  46.2% 

Total other consumer loans 7,201  210  6,991  2.9% 

Total loans to individuals 34,285  1,217  33,068  3.5% 

Total loans to customers 66,198  2,222  63,976  3.4% 

 

(b) Key assumptions and judgments for estimating the loan impairment 

 

(i) Loans to legal entities 
 

Loan impairment results from one or more events that occurred after the initial recognition of the 

loan and that have an impact on the estimated future cash flows associated with the loan, and 

which can be reliably estimated. Loans without individual signs of impairment do not have 

objective evidence of impairment that can be directly attributed to them. 

 

The objective indicators of loan impairment include the following: 

 

• overdue payments under the loan agreement 

• significant difficulties in the financial conditions of the borrower 

• deterioration in business environment, or negative changes in the borrower’s markets 
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The Group estimates loan impairment for loans to legal entities based on an analysis of the future 

cash flows for impaired loans and based on its past loss experience for portfolios of loans for 

which no indications of impairment has been identified.  

 

In determining the impairment allowance for loans to legal entities, management makes the 

following key assumptions:  
 

• for non-impaired loans the Group creates a collective provision of 2% (2010: 2%) based on 

the expected loss rate of the Group and other comparable banks in Georgia 

• for impaired loans a discount of 25% to the originally appraised value if the property pledged 

is sold and a delay of 36 months on average in obtaining proceeds from the foreclosure of 

collateral. 

 

Changes in these estimates could effect the loan impairment provision. For example, to the extent 

that the net present value of the estimated cash flows differs by minus one percent, the impairment 

allowance on loans to legal entities as at 31 December 2011 would be GEL 318 thousand higher 

(2010: GEL 309 thousand higher). 

 

(ii) Loans to individuals 
 

The Group estimates loan impairment for loans to individuals based on its past historical loss 

experience on each type of loan. The significant assumptions used by management in determining 

the impairment losses for loans to individuals include: 

 

• loss migration rates are constant and can be estimated based on the historic loss migration 

pattern for the past 36 months for loans collateralised by real estate, auto loans and other 

consumer loans. 

• loans to individuals overdue for more than 180 days are allocated 100% probability of loss. 

 

Loan loss rates are as follows:  
 

− Loans collateralised by real estate – 4.3% 

− Credit cards – 4.4% 

− Auto loans – 4.4% 

− Other consumer loans – 4.7% 
 

Changes in these estimates could effect the loan impairment provision. For example, to the extent 

that the net present value of the estimated cash flows differs by minus three percent, the 

impairment allowance on loans to individuals as at 31 December 2011 would be GEL 1,214 

thousand higher (2010: GEL 992 thousand). 
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(c) Analysis of collateral 
 

(i) Loans to legal entities 
 

The following table provides information on collateral securing loans to legal entities, net of 

impairment, by types of collateral as at 31 December 2011: 

 
 2011  2010 

 

Loans to 

customers, net 

GEL’000  
% of loan 
portfolio  

Loans to 

customers, net 

GEL’000  
% of loan 
portfolio 

Real estate 24,655  77.57%  23,460  75.90% 

Third party guarantee 1,548  4.87%  2,037  6.59% 

Equipment and motor vehicles 1,439  4.53%  800  2.59% 

Cash 3,599  11.32%  4,197  13.58% 

Inventories 365  1.15%  -  - 

Other collateral 115  0.36%  -  - 

No collateral 63  0.20%  414  1.34% 

 31,784  100%  30,908  100% 

 

The amounts shown in the table represent the carrying value of the loans, and not necessarily 

represent the fair value of the collateral. 

 

Loans to legal entities that are past due or impaired 

 

Impaired or overdue loans to legal entities are secured by collateral with a fair value of GEL 4,946 

thousand (2010: GEL 4,241 thousand), excluding the effect of overcollateralisation.  

 

Loans to legal entities that are neither past due nor impaired 

 

As at 31 December 2011 the fair value of cash balances, serving as collateral for loans to legal 

entities is GEL 4,191 thousand  (2010: GEL 3,701 thousand). 

 

As at 31 December 2011, for loans to corporate customers with a carrying amount of GEL 18,317 

thousand (2010: GEL 17,876 thousand), which are neither past due nor impaired, management 

estimates that the fair value of collateral is at least equal to their carrying amounts. The 

recoverability of these loans is primarily dependent on the creditworthiness of the borrowers 

rather than the value of collateral, and the current value of the collateral does not impact the 

impairment assessment. 
 

For remaining loans to corporate customers with a net carrying amount of GEL 4,948 thousand 

(2010: GEL 5,718 thousand), which are neither past due nor impaired, there is no collateral or it is 

impracticable to determine the fair value of the collateral.  

 

Collateral obtained 

 

During the year ended 31 December 2011 the Group obtained assets with the carrying amount of 

GEL 269 thousand by taking control of collateral securing loans to legal entities (2010: GEL 

3,989 thousand). The Group’s policy is to sell these assets as soon as it is practicable. 
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(ii) Loans to individuals 
 

Mortgage loans are secured by the underlying housing real estate. Auto loans are secured by the 

underlying cars, other consumer loans are secured by different types of collateral. Credit card 

overdrafts are not secured. 

 

Loans collateralised by real estate 

 

Included in loans collateralised by real estate are loans with a net carrying amount of GEL 909 

thousand (2010: GEL 1,787 thousand), which are secured by collateral with a fair value of less 

than the net carrying amount of the individual loans. The fair value of collateral for these loans 

amounts to GEL 668 thousand (2010: GEL 1,319 thousand). In addition, the loans are 

collateralised by third party guarantee of GEL 1,370 thousand (2010: GEL 1,369 thousand). 

 

For loans collateralised by real estate with a net carrying amount of GEL 24,957 thousand                     

(2010: GEL 16,783 thousand) management believes that the fair value of collateral is at least 
equal to the carrying amount of individual loans at the reporting date. 

 

The Group updates the appraised values of collateral obtained at inception of the loans to the 

current values considering the approximate changes in property values. The Group obtains 

specific individual valuation of collateral at each reporting date in case there are indications of 

impairment. 

 

Auto loans 

 

Included in auto loans are loans with a net carrying amount of GEL 68 thousand (2010: GEL 90 

thousand) which are secured by collateral with a fair value of less than the net carrying amount of 

the individual loans. The fair value of collateral for these loans amounts to GEL 50 thousand 

(2010: GEL 74 thousand). In addition, the loans are collateralised by third party guarantee of                 
GEL 18 thousand (2010: GEL 71 thousand). 

 

For auto loans with a net carrying amount of GEL 950 thousand (2010: GEL 985 thousand) 

management believes that the fair value of collateral is at least equal to the carrying amount of 

individual loans at the reporting date. 

 

Collateral obtained 

 

During the year ended 31 December 2011 the Group obtained assets with the carrying amount of 

GEL 183 thousand by taking control of collateral securing loans to individuals (2010: GEL 67 

thousand). The Group’s policy is to sell these assets as soon as it is practicable. 
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(d) Industry and geographical analysis of the loan portfolio 
 

Loans to customers were issued primarily to customers located within Georgia who operate in the 

following economic sectors: 

 

 2011  

GEL’000   

2010  

GEL’000  

Trade and services 22,935  18,218 

Education 2,509  4,306 

Mining/metallurgy and production 2,884  3,662 

Construction 1,545  2,803 

Transportation and communication 168  807 

Agriculture 316  466 

Energy 109  147 

Other 1,318  499 

Loans to individuals    

- Trade and services  10,944  3,844 

- Other 29,536  29,224 

 72,264  63,976 

 

(e) Significant credit exposures 
 

 As at 31 December 2011 and 2010 the Group did not have borrowers or groups of connected 

borrowers whose loan balances exceed 10% of equity.  

 

(f) Loan maturities 
 

The maturity of the loan portfolio is presented in note 27(d), which shows the remaining period 

from the reporting date to the contractual maturity of the loans.  

 
 

17 Held-to-maturity investments 
 

 2011 

GEL’000  
2010 

GEL’000 

Held by the Group    

Debt and other fixed-income instruments    

Georgian Government treasury bills -   2,165 

NBG deposit certificates -   5,000 

 -  7,165 

Pledged under sale and repurchase agreements    

 Debt and other fixed-income instruments    

NBG deposit certificates -   2,085 

 -   2,085 
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18 Assets held for sale 
 

In 2011 management committed to sell property, plant and equipment of GEL 1,953 thousand 
(2010: GEL 2,338 thousand). Efforts to sell the assets have commenced, and a sale is highly 

probable in 2012. 

 

As at 31 December 2011 and 31 December 2010 the carrying amount of assets held for sale 

approximately equals its fair value less costs to sell.  

 

   2011  2010 

   GEL’000  GEL’000 

Assets classified as held for sale      

Land and buildings   1,953  2,338 

   1,953  2,338 

 

The table below presents the movement in the assets held for sale for the year ended 31 December 

2011: 

 

’000 GEL 2011  2010 

 GEL’000  GEL’000 

Assets held for sale as at the beginning of the year 2,338  4,469 

Transferred to repossessed assets -  (4,469) 

Transferred from repossessed assets -  2,915 

Disposals (385)  - 

Impairment loss (note 9) -  (577) 

Assets held for sale as at the end of the year 1,953  2,338 
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(a) Revalued assets 
 

In 2010 the buildings were revalued by management based on the results of an independent 

appraisal performed by Georgian Valuation Company Ltd. The basis used for the appraisal was 

the market approach. The market approach was based upon an analysis of results of comparable 

sales and recent market transactions of similar land and buildings.  

 

As at 31 December 2011 the management concluded that the fair value of land and buildings did 

not change significantly during 2011 based on the analysis of market trends and recent market 

transactions for comparable land and buildings. 

 

The carrying value of land and buildings as at 31 December 2011, if the land and buildings would 

not have been revalued, would be GEL 11,614 thousand (2010: GEL 11,367 thousand). 

 

 

20 Other assets 
 

 
2011 

GEL’000  

2010 

GEL’000 

Receivables from payments processing systems 943  101 

Accounts receivable 372  564 

Other financial receivables 475  460 

Impairment allowance (302)  (147) 

Total other financial assets 1,488  978 

Repossessed assets 13,806  13,205 

Prepayments 1,275  2,494 

Taxes other than income tax, recoverable 953  1,422 

Impairment allowance on repossessed assets (4,134)  (4,439) 

Total other non-financial assets 11,900  12,682 

Total other assets 13,388  13,660 

 

(a) Analysis of movements in the impairment allowance 
 

Movements in the impairment allowance for the year ended 31 December 2011 and 2010 are as 

follows: 

 
 2011 

GEL’000  

2010 

GEL’000 

Balance at the beginning of the year 4,586  3,700 

Net (recovery)/charge (note 9) (150)  1,751 

Transfer to assets held for sale -  (865) 

Balance at the end of the year 4,436  4,586 
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The nature and net carrying value of repossessed assets as at 31 December 2011 and 2010 are as 

follows: 
 

 Carrying value 

31 December 2011 

GEL’000  

Carrying value 

31 December 2010 

GEL’000 

Land and buildings 9,025  7,059 

Construction in progress 647  1,707 

 9,672  8,766 

 

Repossessed assets with a carrying value of GEL 21 thousand (2010: GEL 461 thousand) were 

disposed of during the year. 
 

Management believes that the carrying amount of repossessed assets approximately equals to their 

fair value less costs to sell as at 31 December 2011 and 31 December 2010. 
 

Repossessed assets with a carrying value of GEL 269 thousand (2010: 312 thousand) are 

restricted for different time periods by the end of which the borrowers can re-purchase back the 

assets from the Group.  

 

 

21 Deposits and balances from banks  
 

 
2011 

GEL’000  
2010 

GEL’000 

Vostro accounts 1,352  394 

Term deposits 4,001  - 

 5,353  394 

 

As at 31 December 2011 the Group has one bank (2010: no banks), whose balances exceed 10% 

of equity. The gross value of these balances as at 31 December 2011 is GEL 3,001 thousand 

(2010: nil). 

 

 

22 Amounts payable under repurchase agreements 
 

 2011 2010 

 GEL’000 GEL’000 

Amounts due to NBG 5,502  2,000 

 

(a) Collateral 
 

As of 31 December 2011, amounts payable under repurchase agreements were collateralised by 

the following securities: 
 

 2011  2010 

 GEL’000  GEL’000 

Georgian Government treasury bills 3,705  - 

NBG deposit certificates 1,990  2,085 

 5,695  2,085 
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23 Current accounts and deposits from customers 
 

 
2011 

GEL’000  

2010 

GEL’000 

Current accounts  38,176  37,004 

Demand deposits 25,432  26,553 

Term deposits 34,603  32,320 

 98,211  95,877 

 

As at 31 December 2011, the Group maintained customer deposit balances of GEL 11,974 

thousand (2010: GEL 7,358 thousand) that serve as collateral for loans and unrecognized credit 

instruments granted by the Group. 

 

As at 31 December 2011, the Group has one customer (2010: five customers), whose balances 

exceed 10% of equity. These balances as at 31 December 2011 are GEL 11,562 thousand                   

(2010: GEL 14,025 thousand). 

 

 

24 Other borrowed funds and subordinated borrowings 
 

 
2011 

GEL’000  
2010 

GEL’000 

Loans from World Business Capital 16,461  8,864 

Loans from European Bank for Reconstruction and Development 
(EBRD) 4,413  7,813 

Loan from Ministry of Finance 962  1,225 

Other 96  104 

 21,932  18,006 

 

(a) Subordinated borrowings 
 

As at 31 December 2011 subordinated borrowings comprise loans received from World Business 

Capital of GEL 3,462 thousand as at 31 December 2011, maturing in 2021 and carry an annual 

interest rate of LIBOR+5%. In case of bankruptcy, the repayment of the subordinated borrowings 

will be made after repayment in full of all other liabilities of the Group. 

 

(b) Breach of covenants 
 

As at 31 December 2011 the Group was in breach of certain covenant requirements under credit 

agreements with EBRD and World Business Capital. Management negotiated waivers during 

2011 for the covenants so that the respective borrowings are not payable on demand as at 31 

December 2011. 
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25 Other liabilities 
 

 2011 

GEL’000  

2010 

GEL’000 

Payables for payments processing system  439  448 

Accrued expenses 326  57 

Other financial liabilities 850  267 

Total other financial liabilities 1,615  772 

Taxes payable other than income tax  96  489 

Total other non-financial liabilities 96  489 

Total other liabilities 1,711  1,261 

 

 

26 Share capital and treasury shares 
 

(a) Issued capital and share premium  
 

The authorised share capital comprises 6,700,001 ordinary shares (2010: 6,700,001) of GEL 1 per 

share, of which 5,911,765 were issued, paid and outstanding as at 31 December 2011 

(2010:5,911,765).  

 

During 2008, the Group issued 886,765 new shares with a par value of GEL 1 per share for                 
GEL 6,499 thousand, which created share premium of GEL 5,612 thousand. 

 

The holders of ordinary shares are entitled to receive dividends as declared from time to time and 

are entitled to one vote per share at annual and general meetings of the Group.  

 

(b) Dividends 
 

Dividends payable are restricted to the maximum retained earnings of the Bank less general 

reserves as recorded in the Bank’s statutory accounts, which are determined according to 
legislation of Georgia.  

 

Subsequent to 31 December 2011 no dividends have been declared by the Group. 
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27 Risk management 
 

Management of risk is fundamental to the business of banking and is an essential element of the 

Group’s operations. The major risks faced by the Group are those related to market risk, credit 

risk and liquidity risk. 

 

(a) Risk management policies and procedures  
 

The risk management policies aim to identify, analyse and manage the risks faced by the Group, 

to set appropriate risk limits and controls, and to continuously monitor risk levels and adherence 

to limits. Risk management policies and procedures are reviewed regularly to reflect changes in 

market conditions, products and services offered and emerging best practice.  

 

The Supervisory Board has overall responsibility for the oversight of the risk management 

framework, overseeing the management of key risks and reviewing its risk management policies 

and procedures as well as approving significantly large exposures. 

 
The Management Board is responsible for monitoring and implementation of risk mitigation 

measures and making sure that the Group operates within the established risk parameters.  

 

Credit, market and liquidity risks both at portfolio and transactional levels are managed and 

controlled through a system of Credit Committees and an Asset and Liability Management 

Committee. In order to facilitate efficient decision-making, the Group has established a hierarchy 

of credit committees depending on the type and amount of the exposure. 

 

Both external and internal risk factors are identified and managed throughout the Group’s 

organisational structure. Particular attention is given to developing risk maps that are used to 

identify the full range of risk factors and serve as a basis for determining the level of assurance 

over the current risk mitigation procedures.  Apart from the standard credit and market risk 

analysis, the Treasury Department monitors financial and non-financial risks by holding regular 
meetings with operational units in order to obtain expert judgments in their areas of expertise.  

 

(b) Market risk 
 

Market risk is the risk that the fair value or future cash flows of a financial instrument will 

fluctuate because of changes in market prices.  Market risk comprises currency risk, interest rate 

risk and other price risks. Market risk arises from open positions in interest rate, currency and 

equity financial instruments, which are exposed to general and specific market movements and 

changes in the level of volatility of market prices. 

 

The objective of market risk management is to manage and control market risk exposures within 

acceptable parameters, whilst optimizing the return on risk. 

 

Overall authority for market risk is vested in the Management Board, chaired by the General 

Director. Market risk limits are approved by Management Board based on recommendations of 

the Treasury Department.  

 

The Group manages its market risk by setting open position limits in relation to financial 

instruments, interest rate maturity and currency positions which are monitored on a regular basis 

and reviewed and approved by the Management Board.  
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(i) Interest rate risk 
 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will 

fluctuate because of changes in market interest rates. The Group is exposed to the effects of 

fluctuations in the prevailing levels of market interest rates on its financial position and cash 

flows. Interest margins may increase as a result of such changes but may also reduce or create 

losses in the event that unexpected movements occur.  

 

Interest rate gap analysis 
 

Interest rate risk is managed principally through monitoring interest rate gaps. A summary of the 

interest gap position for major financial instruments is as follows: 

 

GEL’000 
Less than  

1 month   
1-3   

months   
3-12  

months   
1-5   

years   
More 

than  5 years   Carrying  amount  

31 December 2011            

ASSETS            

Cash 11,747  -  -  -  -  11,747 

Due from the National Bank of 

Georgia 13,128  -   -   -  -  13,128 

Placements with banks 9,665  -   240  -  -  9,905 

Available-for-sale financial 
assets 20,008  -  -  -  63  20,071 

Loans to customers 4,124  6,912  21,977  32,999  6,252  72,264 

 58,672  6,912  22,217  32,999  6,315  127,115 

LIABILITIES            

Deposits and balances from 

banks 5,353  -   -   -  -  5,353 

Amounts payable under 

repurchase agreements 5,502  -  -  -  -  5,502 

Current accounts and deposits 

from customers 65,520  6,544  22,214  3,557  376  98,211 

Subordinated borrowings -   121  -   -   3,341  3,462 

Other borrowed funds -   1,830  2,835  8,701  5,104  18,470 

 76,375  8,495  25,049  12,258  8,821  130,998 

 (17,703)  (1,583)  (2,832)  20,741  (2,506)  (3,883) 

31 December 2010            

ASSETS            

Cash 11,460  -  -  -  -  11,460 

Due from the National Bank of 
Georgia 17,983  -  -  -  -  17,983 

Placements with banks 5,190  -  -  -  -  5,190 

Available-for-sale financial 
assets -  -  -  -  63  63 

Loans to customers 4,744  7,070  20,410  28,410  3,342  63,976 

Held-to-maturity investments -  7,085  2,165  -  -  9,250 

 39,377  14,155  22,575  28,410  3,405  107,922 
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GEL’000 

Less than  

1 month   

1-3   

months   

3-12  

months   

1-5   

years   

More 

than  5 years   Carrying  amount  

LIABILITIES            

Deposits and balances from 

banks 394  -  -  -  -  394 

Amounts payable under 

repurchase agreements -  -  2,000  -  -  2,000 

Current accounts and deposits 

from customers 65,125  8,140  18,613  3,712  287  95,877 

Other borrowed funds -  1,735  2,017  9,897  4,357  18,006 

 65,519  9,875  22,630  13,609  4,644  116,277 

 (26,142)  4,280  (55)  14,801  (1,239)  (8,355) 

 

Average interest rates 
 

The table below displays average effective interest rates for interest bearing assets and liabilities 

as at 31 December 2011 and 2010. These interest rates are an approximation of the yields to 

maturity of these assets and liabilities.  
 

 2011 

Average effective interest rate, % 

2010  

Average effective interest rate, % 

 GEL  USD  

Other 

currencies 

 

GEL  USD  
Other 

currencies 

Interest bearing assets            

Due from the National Bank 

of Georgia 3.9%  -  0.5%  -  0.5%  0.5% 

Nostro accounts with banks 0.1%  -  -  -  -  1.0% 

Deposits and other advances 
to banks  8.0%  -  -  -  -  - 

Available-for-sale financial 

assets 10.9%  -  -  -  -  - 

Loans to customers 16.8%  16.4%  17.4%  16.0%  18.0%  18.0% 

Held-to-maturity 
investments  9.1%  -  -  10.0%  -  - 

Interest bearing liabilities            

Deposits and balances from 

banks  6.3%  -  -  7.0%  -  - 

Amounts payable under 

repurchase agreements 6.8%  -  -  8.0%  -  - 

Current accounts and 

deposits from customers            

- Current accounts and 

demand deposits  3.5%  3.3%  0.1%  4.0%  4.0%  1.0% 

- Term deposits 6.8%  9.6%  7.4%  10.0%  10.0%  10.0% 

Subordinated borrowings -  5.6%  -  -  -  - 

Other borrowed funds -  4.4%  -  -  5.0%  - 
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Interest rate sensitivity analysis 

 
The management of interest rate risk based on interest rate gap analysis is supplemented by 

monitoring the sensitivity of financial assets and liabilities. An analysis of sensitivity of profit or 

loss and equity (net of taxes) to changes in interest rates (repricing risk) based on a simplified 
scenario of a 100 basis point (bp) symmetrical fall or rise in all yield curves and positions of 

interest-bearing assets and liabilities existing as at 31 December 2011 and 2010 is as follows:  
 

 2011  2010 

 
Profit or loss 

GEL’000  
Equity  

GEL’000   
Profit or loss 

GEL’000  
Equity  

GEL’000  

100 bp parallel fall  354  354  414  414 

100 bp parallel rise (354)  (354)  (414)  (414) 

 

(ii) Currency risk 
 

The Group has assets and liabilities denominated in several foreign currencies. 
 

Currency risk is the risk that the fair value or future cash flows of a financial instrument will 

fluctuate because of changes in foreign currency exchange rates. Although the Group hedges its 

exposure to currency risk, such activities do not qualify as hedging relationships in accordance 

with IFRS. 
 

The following table shows the foreign currency exposure structure of financial assets and 

liabilities as at 31 December 2011: 
 

 GEL  USD  EUR 

 Other 

currencies  Total 

 GEL’000  GEL’000  GEL’000  GEL’000  GEL’000 

ASSETS          

Cash  4,990  3,810  2,831  116  11,747 

Due from the National Bank of Georgia 3,456  8,054  1,617  1  13,128 

Placements with banks 3,253  1,975  4,519  158  9,905 

Available-for-sale financial assets 20,071  -  -  -  20,071 

Loans to customers 17,585  50,941  3,736  2  72,264 

Other financial assets 551  363  574  -  1,488 

Total assets 49,906  65,143  13,277  277  128,603 

          

LIABILITIES          

Deposits and balances from banks  5,346  6  1  -  5,353 

Amounts payable under repurchase 

agreements 5,502  -  - 

 

-  5,502 

Current accounts and deposits from 

customers 38,452  46,361  13,110 
 

288  98,211 

Subordinated borrowings -  3,462  -  -  3,462 

Other borrowed funds 96  18,374  -  -  18,470 

Other financial liabilities 748  553  314  -  1,615 

Total liabilities 50,144  68,756  13,425  288  132,613 

Net position  (238)  (3,613)  (148)  (11)  (4,010) 
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The following table shows the currency structure of financial assets and liabilities as at 

31 December 2010: 
 

 GEL  USD  EUR 

 Other 

currencies  Total 

 GEL’000  GEL’000  GEL’000  GEL’000  GEL’000 

ASSETS          

Cash  5,044  3,104  3,090  222  11,460 

Due from the National Bank of Georgia 4,006  9,696  4,281  -  17,983 

Placements with banks 10  3,479  1,508  193  5,190 

Available-for-sale financial assets 63  -  -  -  63 

Loans to customers 18,328  40,316  5,324  8  63,976 

Held-to-maturity investments 9,250  -  -  -  9,250 

Other financial assets 876  51  51  -  978 

Total assets 37,577  56,646  14,254  423  108,900 

          

LIABILITIES          

Deposits and balances from banks  387  6  1  -  394 

Amounts payable under repurchase 

agreements 2,000  -  -  -  2,000 

Current accounts and deposits from 

customers 39,941  41,156  14,360 

 

420  95,877 

Other borrowed funds 98  17,908  -  -  18,006 

Other financial liabilities 674  68  29  1  772 

Total liabilities 43,100  59,138  14,390  421  117,049 

Net position  (5,523)  (2,492)  (136)  2  (8,149) 

 

A weakening of the GEL, as indicated below, against the following currencies at 31 December 

2011 and 2010 would have increased (decreased) equity and profit or loss by the amounts shown 

below. This analysis is on net of tax basis and is based on foreign currency exchange rate 

variances that the Group considered to be reasonably possible at the end of the reporting period. 

The analysis assumes that all other variables, in particular interest rates, remain constant.  

 

 
2011 

GEL’000  

2010 

GEL’000 

10% appreciation of USD against GEL (307)   (212) 

10% appreciation of EUR against GEL (13)  (12) 
 

A strengthening of the GEL against the above currencies at 31 December 2011 and 2010 would 

have had the equal but opposite effect on the above currencies to the amounts shown above, on 

the basis that all other variables remain constant. 
 

(c) Credit risk 
 

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial 
instrument fails to meet its contractual obligations. The Group has policies and procedures for the 

management of credit exposures (both for recognised financial assets and unrecognised 

contractual commitments), including guidelines to limit portfolio concentration and the 

establishment of a Credit Committee, which actively monitors credit risk. The credit policy is 

reviewed and approved by the Management Board. 
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The credit policy establishes: 

 

• procedures for review and approval of loan credit applications 

• methodology for the credit assessment of borrowers (corporate and retail) 

• methodology for the credit assessment of counterparties, issuers and insurance companies 

• methodology for the evaluation of collateral 

• credit documentation requirements 

• procedures for the ongoing monitoring of loans and other credit exposures. 

 

Corporate loan credit applications are originated by the relevant client managers and are then 

passed on to the Corporate Loans Department. Reports produced by the department’s credit 

analysts are based on a structured analysis focusing on the customer’s business and financial 

performance. The Credit Committee reviews the loan/credit application on the basis of submission 

by the Corporate Loans Department. Individual transactions are also reviewed by the Group’s 

Legal, Accounting and Tax departments depending on the specific risks and pending final 

approval of the Credit Committee. 

 

The Group continuously monitors the performance of individual credit exposures and regularly 

reassesses the creditworthiness of its customers. The review is based on the customer’s most 

recent financial statements and other information submitted by the borrower, or otherwise 

obtained by the Group. The current market value of collateral is regularly assessed by either 

independent appraisal companies or the Group’s specialists, and in the event of negative 

movements in market prices the borrower is usually requested to put up additional security. 

 

Retail loan credit applications are reviewed by the Retail Loans Department through the use of 

scoring models and application data verification procedures. 

 

Apart from individual customer analysis, the whole credit portfolio is assessed by the Credit 

Committee with regard to credit concentration and market risks.  

 

During 2010 the Group negotiated a four year guarantee agreement from the U.S. Agency for 

International Development (“USAID”) to cover 50% of losses in respect of qualifying loans. 

Qualifying loans include loans to small and medium size corporate customers with the condition 

that 35% of the qualifying portfolio is represented by agricultural loans. According to the 

guarantee agreement the aggregate principal amount outstanding of all qualifying loans covered at 

any one time shall not exceed USD 6 million. As at 31 December 2011 qualifying loans with the 

carrying amount of GEL 230 thousand were advanced to customers (2010: nil). 

 

The maximum exposure to credit risk is generally reflected in the carrying amounts of financial 

assets on the consolidated statement of financial position and unrecognised contractual 

commitments. The impact of possible netting of assets and liabilities to reduce potential credit 
exposure is not significant.  

 

The maximum exposure to credit risk from financial assets at the reporting date is as follows: 
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2011 

GEL’000  

2010 

GEL’000 

ASSETS    

Due from the National Bank of Georgia 13,128  17,983 

Placements with banks 9,905  5,190 

Available-for-sale financial assets 20,071  63 

Loans to customers 72,264  63,976 

Held-to-maturity investments -  9,250 

Other financial assets 1,488  978 

Total maximum exposure 116,856  97,440 

 

The Group holds collateral against loans to customers in the form of mortgage interests over 

property, other registered securities over assets, and guarantees. Estimates of value are based on 

the value of collateral assessed at inception of the loans as updated to the current values 

considering the approximate changes in property values. The Group obtains specific individual 

valuation of collateral at each reporting date in case there are indications of impairment. 

 

Collateral generally is not held against investments in securities, and placements in banks, except 

when securities are held as part of reverse repurchase activities. 

 

For the analysis of collateral held against loans to customers and concentration of credit risk in 

respect of loans to customers refer to note 16. 

 
The maximum exposure to credit risk from unrecognised contractual commitments at the 

reporting date is presented in note 29. 

 

As at 31 December 2011 the Bank has no debtors or groups of connected debtors (2010: nil), 

credit risk exposure to whom exceeds 10% of maximum credit risk exposure.  

 

(d) Liquidity risk 
 

Liquidity risk is the risk that the Group will encounter difficulty in meeting obligations associated 

with its financial liabilities that are settled by delivering cash or another financial asset. Liquidity 

risk exists when the maturities of assets and liabilities do not match. The matching and or 

controlled mismatching of the maturities and interest rates of assets and liabilities is fundamental 

to liquidity management. It is unusual for financial institutions ever to be completely matched 

since business transacted is often of an uncertain term and of different types. An unmatched 

position potentially enhances profitability, but can also increase the risk of losses. 

 

The Group maintains liquidity management with the objective of ensuring that funds will be 

available at all times to honor all cash flow obligations as they become due. The liquidity policy is 

reviewed and approved by the Management Board.  

 

The Group seeks to actively support a diversified and stable funding base comprising debt 

securities in issue, long-term and short-term loans from other banks, core corporate and retail 

customer deposits, accompanied by diversified portfolios of highly liquid assets, in order to be 
able to respond quickly and smoothly to unforeseen liquidity requirements.  
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The liquidity management policy requires: 

 

• projecting cash flows by major currencies and considering the level of liquid assets necessary 

in relation thereto 

• maintaining a diverse range of funding sources 

• managing the concentration and profile of debts 

• maintaining debt financing plans 

• maintaining a portfolio of highly marketable assets that can easily be liquidated as protection 

against any interruption to cash flow 

• maintaining liquidity and funding contingency plans 

• monitoring liquidity ratios against regulatory requirements.  

 

The Treasury Department receives information from business units regarding the liquidity profile 

of their financial assets and liabilities and details of other projected cash flows arising from 

projected future business. The Treasury Department then provides for an adequate portfolio of 
short-term liquid assets to be maintained, largely made up of short-term liquid securities, loans to 

banks and other inter-bank facilities, to ensure that sufficient liquidity is maintained within the 

Group as a whole.  
 

The daily liquidity position is monitored and regular liquidity stress testing under a variety of 

scenarios covering both normal and more severe market conditions is performed by the Treasury 

Department. Under the normal market conditions, liquidity reports covering the liquidity position 

are presented to senior management on a weekly basis. Decisions on liquidity management are 

made by the Management Board and implemented by the Treasury Department. 
 

The following tables show the undiscounted cash flows on financial liabilities and credit-related 

commitments on the basis of their earliest possible contractual maturity. The total gross inflow 

and outflow disclosed in the tables is the contractual, undiscounted cash flow on the financial 

asset, liability or commitment.  
 

The maturity analysis for financial liabilities as at 31 December 2011 is as follows: 
 

GEL’000 

Demand 

and less 
than 

1 month  

From  
1 to 3 

months  

From  
3 to 6 

months  

From  
6 to 12 

months  

More  
than  

 1 year  

Total 

gross 

amount 
outflow  
(inflow)  

Carrying 
amount 

Non-derivative liabilities              

Deposits and balances from banks  5,357  -  -  -  -  5,357  5,353 

Amounts payable under 
repurchase agreements 5,507  -  -  -  -  5,507  5,502 

Current accounts and deposits 
from customers 65,567  6,691  13,073  10,182  4,917  100,430  98,211 

Subordinated borrowings -  -  -  -  5,098  5,098  3,462 

Other borrowed funds   1,930  607  2,840  16,060  21,437  18,470 

Other financial liabilities 1,615  -  -  -  -  1,615  1,615 

Total liabilities 78,046  8,621  13,680  13,022  26,075  139,444  132,613 

Credit related commitments 20,874  -  -  -  -  20,874  20,874 
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The maturity analysis for financial liabilities as at 31 December 2010 is as follows: 
 

GEL’000 

Demand 
and less 

than 
1 month  

From 

1 to 3 
months  

From  

3 to 6 
months  

From  

6 to 12 
months  

More  

than  
 1 year 

 
 

 
 

Total 

gross 
amount 

outflow  
(inflow)  

Carrying 
amount 

Non-derivative liabilities              

Deposits and balances from banks 394  -  -  -  -  394  394 

Amounts payable under 

repurchase agreements -  -  2,063  -  -  2,063  2,000 

Current accounts and deposits 

from customers 65,358  8,527  12,474  6,798  4,832  97,989  95,877 

Other borrowed funds -  1,792  -  2,565  15,935  20,292  18,006 

Other financial liabilities 448  324  -  -  -  772  772 

Total 66,200  10,643  14,537  9,363  20,767  121,510  117,049 

Credit related commitments 11,890  -  -  -  -  11,890  11,890 
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The table below shows an analysis, by expected maturities, of the amounts recognised in the 

statement of financial position as at 31 December 2011:  

 

GEL’000 

Demand 
and less 

than 

1 month  

From          

1 to  3 

months  

From 3 

to 12 

months  

From              

1 

to 5  years  
More than 

5 years   
No 

maturity  Overdue  Total 

Non-derivative assets                

Cash 11,747  -  -  -  -  -  -   11,747 

Due from the National 

Bank of Georgia 13,128  -  -  -  -  -  -   13,128 

Placements with banks 9,665  -  240  -   -  -  -  9,905 

Available-for-sale 

financial assets 20,008  -  -  -  -  63  -   20,071 

Loans to customers 2,993  6,912  21,977  32,999  6,252  -  1,131  72,264 

Assets held for sale -  -  1,953  -  -  -  -  1,953 

Investment property -  -  -  -  -  1,295  -  1,295 

Property and equipment   -  -  -  -  -  15,370  -  15,370 

Intangible assets -  -  -  -  -  231  -  231 

Other assets  2,250  16  135  65  1,256  9,666  -   13,388 

Total assets 59,791  6,928  24,305  33,064  7,508  26,625  1,131  159,352 

Non-derivative 

liabilities                

Deposits and balances 

from banks 5,353  -   -  -  -  -  -  5,353 

Amounts payable under 

repurchase agreements 5,502  -   -  -  -  -  -  5,502 

Current accounts and 
deposits from customers 65,520  6,544  22,214  3,557  376  -  -  98,211 

Subordinated borrowings -  121  -  -  3,341  -  -  3,462 

Other borrowed funds -  1,830  2,835  8,701  5,104  -  -  18,470 

Deferred tax liability  -  -  -  -  -  1,005  -  1,005 

Other liabilities 1,711  -  -  -  -  -  -  1,711 

Total liabilities 78,086  8,495  25,049  12,258  8,821  1,005  -  133,714 

Net position (18,295)  (1,567)  (744)  20,806  (1,313)  25,620  1,131  25,638 

 

In the above table, available-for-sale financial assets are presented in the on demand category as 

management views these assets as highly liquid assets that can be readily sold in case of necessity 

to match cash outflows on financial liabilities. 

 

As at 31 December 2011 the Group was in breach of certain covenants under credit agreement with 

World Business Capital. Prior to 31 December 2011, representatives from the World Business 

Capital indicated their intent to waive their right to demand immediate repayment of the amounts 

outstanding. On 24 April 2012 the Group received the waiver letter. The amounts due to World 

Business Capital are shown accordingly to their original contractual maturity dates in the table 

above. 
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The table below shows an analysis, by expected maturities, of the amounts recognised in the 

statement of financial position as at 31 December 2010:  
 

GEL’000 

Demand 

and less 
than 

1 month  

From          
1 to  3 

months  

From 3 
to 12 

months  

From              
1 

to 5  years  

More than 

5 years   

No 

maturity  Overdue  Total 

Non-derivative assets                

Cash 11,460  -  -  -  -  -  -  11,460 

Due from the National 

Bank of Georgia 17,983  -  -  -  -  -  -  17,983 

Placements with banks 5,190  -  -  -  -  -  -  5,190 

Available-for-sale 

financial assets -  -  -  -  -  63  -  63 

Loans to customers 3,837  7,070  20,410  28,410  3,342  -  907  63,976 

Held-to-maturity 

investments -  7,085  2,165  -  -  -  -  9,250 

Assets held for sale -  -  2,338  -  -  -  -  2,338 

Investment property -  -  -  -  -  436  -  436 

Property and equipment   -  -  -  -  -  15,764  -  15,764 

Intangible assets -  -  -  -  -  275  -  275 

Other assets  2,050  1,422  -  1,422  -  8,766  -  13,660 

Total assets 40,520  15,577  24,913  29,832  3,342  25,304  907  140,395 

Non-derivative 

liabilities                

Deposits and balances 
from banks  394  -  -  -  -  -  -  394 

Amounts payable under 

repurchase agreements -  -  2,000  -  -  -  -  2,000 

Current accounts and 

deposits from customers 65,125  8,140  18,613  3,712  287  -  -  95,877 

Other borrowed funds -  1,735  2,017  9,897  4,357  -  -  18,006 

Deferred tax liability  -  -  -  -  -  551  -  551 

Other liabilities 448  813  -  -  -  -  -  1,261 

Total liabilities 65,967  10,688  22,630  13,609  4,644  551  -  118,089 

Net position (25,447)  4,889  2,283  16,223  (1,302)  24,753  907  22,306 

 

The key measure used by the Group for managing liquidity risk is the ratio of net liquid assets to 

deposits from customers. For this purpose net liquid assets include cash and cash equivalents and 

investment grade debt securities for which there is an active and liquid market less any deposits 

from banks and other borrowings maturing within the next month, and commitments, excluding 

commitments secured by deposits. The Management tries to maintain the ratio between 20% and 

40%. The reported ratios of net liquid assets to deposits from customers at the reporting date are 
as follows: 

 
2011  

GEL’000   

2010 

GEL’000  

Ratio of net liquid assets to deposits from customers 24%  33% 

 

A similar, but not identical, calculation is used to measure compliance with the liquidity limit 

established by the NBG.  
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28 Capital management 
 

The NBG sets and monitors capital requirements for the Bank.  

 

The Bank defines as capital those items defined by statutory regulation as capital for Banks. 

Under the current capital requirements set by the NBG, banks have to maintain a ratio of capital to 

risk weighted assets (regulatory capital ratio) above the prescribed minimum level. As at 

31 December 2011, this minimum level is 12%. The Bank is in compliance with the statutory 

capital ratio during the years ended 31 December 2011 and 2010. 

 

 
2011 

GEL’000  

2010 

GEL’000 

 Unaudited  Unaudited 

Primary capital    

Share capital 5,912  5,912 

Share premium 5,612  5,612 

Retained earnings according to the NBG regulations 8,017  6,220 

Deductions (231)  (275) 

Total primary capital 19,310  17,469 

    

Secondary capital    

Profit for the year according to NBG regulations 3,214  1,818 

General reserve 1,290  1,167 

Subordinated borrowings 3,341  - 

Total secondary capital 7,845  2,985 

Deductions (5,201)  (2,627) 

Total authorized capital 21,954  17,827 

    

Risk weighted assets, combining credit, market and operational risks 151,182  118,343 

    

Total capital ratio 14.5%  15.1% 

 

The risk-weighted assets are measured by means of a hierarchy of risk weights classified 

according to the nature and reflecting an estimate of credit, market and other risks associated with 

each asset and counterparty, taking into account any eligible collateral or guarantees. A similar 

treatment is adopted for unrecognised contractual commitments, with some adjustments, to reflect 

the more contingent nature of the potential losses. 
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29 Commitments 
 

The Group has outstanding commitments to extend loans. These commitments take the form of 

approved loans and credit card limits and overdraft facilities. 
 

The Group provides financial guarantees and letters of credit to guarantee the performance of 

customers to third parties. These agreements have fixed limits and generally extend for a period of 

up to five years. The Group also provides guarantees by acting as settlement agent in securities 

borrowing and lending transactions. 
 

The Group applies the same credit risk management policies and procedures when granting credit 

commitments, financial guarantees and letters of credit as it does for granting loans to customers. 
 

The contractual amounts of commitments are set out in the following table by category. The 

amounts reflected in the table for commitments assume that amounts are fully advanced. The 

amounts reflected in the table for guarantees and letters of credit represent the maximum 

accounting loss that would be recognised at the reporting date if counterparties failed completely 

to perform as contracted. 
 

 
2011 

GEL’000  

2010 

GEL’000 

Contracted amount    

Guarantees 12,936  7,177 

Undrawn credit line commitments 1,422  3,116 

Undrawn overdraft facilities 6,516  1,597 

 20,874  11,890 

 

The total outstanding contractual commitments above do not necessarily represent future cash 

requirements, as these commitments may expire or terminate without being funded. 
 

As of 31 December 2011 and 2010 the Group had no customers whose balances exceed 10% of 

total commitments. 

 
 

30 Operating leases 
 

(a) Leases as lessee 
 

Non-cancellable operating lease rentals as at 31 December are payable as follows: 

 

 
2011 

GEL’000  

2010 

GEL’000 

Less than 1 year 70  95 

Between 1 and 5 years 5  133 

 75  228 

 

The Group leases a number of premises and equipment under operating leases. The leases 

typically run for an initial period of one to five years, with an option to renew the lease after that 

date. Lease payments are usually increased annually to reflect market rentals. None of the leases 

includes contingent rentals. 
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31 Contingencies 
 

(a) Litigation 
 

In the ordinary course of business, the Group is subject to legal actions and complaints. 

Management believes that the ultimate liability, if any, arising from such actions or complaints 

will not have a material adverse effect on the financial condition or the results of future 

operations.  

 

(b) Taxation contingencies 
 

The taxation system in the Georgia continues to evolve and is characterised by frequent changes 

in legislation, official pronouncements and court decisions, which are sometimes contradictory 

and subject to varying interpretation by different tax authorities. Taxes are subject to review and 

investigation by a number of authorities who have the authority to impose severe fines, penalties 

and interest charges. A tax year remains open for review by the tax authorities during the three 

subsequent calendar years; however, under certain circumstances a tax year may remain open 

longer. Recent events within Georgia suggest that the tax authorities are taking a more assertive 

position in their interpretation and enforcement of tax legislation. 

 

These circumstances may create tax risks in Georgia that are substantially more significant than in 

other countries. Management believes that it has provided adequately for tax liabilities based on 

its interpretations of applicable Georgian tax legislation, official pronouncements and court 

decisions. However, the interpretations of the relevant authorities could differ and the effect on 

the financial position, if the authorities were successful in enforcing their interpretations, could be 

significant. In addition, the Group consults with qualified external tax advisors on a regular basis.  

 
 

32 Related party transactions 
 

(a) Transactions with the members of the Board of Directors and the Management 

Board 
 

Total remuneration included in personnel expenses for the years ended 31 December 2011 and 

2010 is as follows: 

 

 
2011  

GEL’000   

2010  

GEL’000  

Members of the Supervisory Board 218  227 

Members of the Management Board 713  472 

 931  699 
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The outstanding balances and average interest rates as at 31 December 2011 and 2010 for 

transactions with the members of the Board of Directors and the Management Board are as 

follows: 

 

 

2011  
GEL’000   

Average 
interest rate, 

%  
2010  

GEL’000   

Average 
interest rate, 

% 

Consolidated statement of financial 
position        

ASSETS        

Loans to customers 538  16%  566  17% 

LIABILITIES        

Current accounts and deposits from 
customers 422  5%  107  4% 

 

Amounts included in profit or loss in relation to transactions with the members of the Board of 

Directors and the Management Board for the year ended 31 December are as follows: 

 

 2011  
GEL’000   

2010  
GEL’000  

Profit or loss    

Interest income 54  13 

Interest expense (14)  (16) 

 

(b) Transactions with other related parties 
 

The outstanding balances and the related average interest rates as at  

31 December 2011 and related profit or loss amounts of transactions for the year ended                      

31 December 2011 with other related parties are as follows.  

 

 

Entities with 

significant influence 
over the Group  

Close family members 

of key management 
personnel  

Companies that are 

controlled or 
significantly 

influenced by key 

management 
personnel   

 GEL’000  

Average 
interest 

rate, %  GEL’000  

Average 
interest 

rate, %  GEL’000  

Average 
interest 

rate, %  
Total 

GEL’000 

Consolidated statement of 

financial position              

ASSETS              

Loans to customers 65  17%  54  20%  408  19%  527 

LIABILITIES              

Current accounts and deposits 

from customers 55  3%  414  4%  11,833  1%  12,302 

Other borrowed funds 4,413  7%  -  -  -  -  4,413 

Profit (loss)              

Interest income 15    11    58    84 

Interest expense (155)    (40)    (98)    (293) 
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The outstanding balances and the related average interest rates as at 31 December 2010 and 

related profit or loss amounts of transactions for the year ended 31 December 2010 with other 

related parties are as follows.  

 

 

Entities with 
significant influence 

over the Group  

Close family members 
of key management 

personnel  

Companies that are 
controlled or 
significantly 

influenced by key 
management 

personnel   

 GEL’000  

Average 
interest 

rate, %  GEL’000  

Average 
interest 

rate, %  GEL’000  

Average 
interest 

rate, %  

Total 

GEL’000 

Consolidated statement of 

financial position              

ASSETS              

Loans to customers 291  19%  267  15%  428  16%  986 

LIABILITIES              

Current accounts and deposits 

from customers 365  7%  620  4%  433  1%  1,418 

Other borrowed funds 7,813  7%  -  -  -  -  7,813 

Profit (loss)              

Interest income 15    1    5    21 

Interest expense (394)    (66)    (10)    (470) 

Personnel expenses (21)    -    -    (21) 

 
 

33 Cash and cash equivalents 
 

Cash and cash equivalents at the end of the financial year as shown in the consolidated statement 

of cash flows are composed of the following items: 

 

 2011 
GEL’000 

 2010 
GEL’000 

Cash 11,747  11,460 

Due from the National Bank of Georgia  3,560  14,373 

Nostro accounts 6,547  4,848 

 21,854  30,681 
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34 Financial assets and liabilities: fair values and accounting 

classifications 
 

(a) Accounting classifications and fair values 
 

The estimated fair values of all financial instruments except for unquoted equity securities 

available-for-sale approximate their carrying values. As disclosed in note 15 the fair value of 

unquoted equity securities available for sale with a carrying value of GEL 63 thousand could not 

be determined as at 31 December 2011 and 31 December 2010.  
 

Valuation techniques include net present value and discounted cash flow models, comparison to 

similar instruments for which market observable prices exist and other valuation models.  

 

The following assumptions are used by management to estimate the fair values of financial 

instruments:  

 

• discount rates of 8% and 12% - 19% are used for discounting future cash flows from deposits 

and other advances to banks and loans to customers, respectively  

• discount rates of 1% - 10% are used for discounting future cash flows from liabilities.  

 

The estimates of fair value are intended to approximate the amount for which a financial 

instrument can be exchanged between knowledgeable, willing parties in an arm's length 

transaction. However given the uncertainties and the use of subjective judgment, the fair value 

should not be interpreted as being realisable in an immediate sale of the assets or settlement of 

liabilities. 

 

(b) Fair value hierarchy 
 

The Group measures fair values for financial instruments recorded on the statement of financial 

position using the following fair value hierarchy that reflects the significance of the inputs used in 

making the measurements: 
 

• Level 1: Quoted market price (unadjusted) in an active market for an identical instrument.  

• Level 2: Valuation techniques based on observable inputs, either directly (i.e, as prices) or 

indirectly (i.e, derived from prices). This category includes instruments valued using: quoted 

market prices in active markets for similar instruments; quoted prices for identical or similar 

instruments in markets that are considered less than active; or other valuation techniques 

where all significant inputs are directly or indirectly observable from market data. 

• Level 3: Valuation techniques using significant unobservable inputs. This category includes 

all instruments where the valuation technique includes inputs not based on observable data 

and the unobservable inputs have a significant effect on the instrument’s valuation. This 

category includes instruments that are valued based on quoted prices for similar instruments 

where significant unobservable adjustments or assumptions are required to reflect differences 

between the instruments. 
 

The table below analyses financial instruments measured at fair value at 31 December 2011, by 

the level in the fair value hierarchy into which the fair value measurement is categorised: 
 

GEL ’000 Level 1   Level 2  Level 3  Total 

Available-for-sale financial assets        

- Debt and other fixed income instruments                -    20,008                  -         20,008  
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35 Events after the reporting period 
 

On 27 February 2012 the Bank established a subsidiary – Basis Asset Management Holding, an 

asset management company with 100% ownership. 
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