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Notes 2016 2015 2014
Assets
Cash and cash equivalents 6    1,487,170  1,376,782     709,861 
Amounts due from credit institutions 7       940,485     718,677     418,502 
Investment securities available-for-sale 8    1,283,902     902,240     769,712 
Loans to customers 9    6,379,965  5,322,887  4,329,795 
Finance lease receivables 10         13,096       14,010       38,519 
Investments in associates           9,626               -                 -   
Investment properties 11       152,596     135,453     190,860 
Property and equipment 12       310,269     307,692     588,513 
Intangible assets         35,814       30,669       34,432 
Goodwill 13         33,453       33,453       49,633 
Current income tax assets         18,505            988         4,215 
Deferred income tax assets              194       12,106       18,530 
Prepayments         12,452       17,662       33,503 
Other assets 15         88,280     130,926     351,226 
Total assets  10,765,807  9,003,545   7,537,301 

Liabilities
Amounts due to customers 16    5,773,512  5,025,677  3,473,429 
Amounts due to credit institutions and other borrowings 17    3,468,353  1,677,587  1,409,213 
Debt securities issued 18       177,271     940,945     856,695 
Current income tax liabilities                 -           9,658       11,093 
Deferred income tax liabilities          22,242       79,497       86,471 
Provisions 19           3,380         2,254         4,732 
Other liabilities 15         55,103       43,320     234,581 
Total liabilities    9,499,861  7,778,938   6,076,214 

Equity 20
Share capital         27,821       27,821       36,513 
Additional paid-in capital       216,030     297,300     611,238 
Treasury shares                (9)               (3)        (1,522)
Other reserves         25,685        (7,040)       31,211 
Retained earnings       981,815     893,520     728,839 
Total equity attributable to shareholders of the Bank     1,251,342   1,211,598   1,406,279 
Non-controlling interests         14,604       13,009       54,808 
Total equity    1,265,946   1,224,607   1,461,087 

Total liabilities and equity  10,765,807  9,003,545   7,537,301 
 

Signed and authorised for release on behalf of the Board of Directors: 
 
 
 
Kaha Kiknavelidze               Chief Executive Officer 
 
 
 
Levan Kulijanishvili         Chief Financial Officer 
 
 
3 April 2017
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Notes 2016 2015 2014

Interest income 
Loans to customers     806,641     783,514     555,288 
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Notes 2016 2015 2014

Operating income before cost of credit risk     472,088     456,267       318,111 

Impairment charge on loans to customers 9    (155,366)    (142,814)      (45,087)
(Impairment charge) reversal of impairment on finance 
lease receivables

10           (161)        (1,615)              76 

Impairment charge on other assets and provisions        (5,616)        (6,013)        (9,568)
Cost of credit risk    (161,143)   (150,442)     (54,579)

Net operating income before non-recurring items      310,945     305,825     263,532 

Net non-recurring expense / loss 24      (49,169)      (10,659)      (11,432)

Profit before income tax gain (expense) from continuing 
operations

     261,776      295,166      252,100 

Income tax benefit (expense) 14       27,318      (42,722)      (30,272)

Profit for the year from continuing operations     289,094     252,444      221,828 

Profit from discontinued operations               -           8,278       24,156 

Profit for the year     289,094     260,722     245,984 

Total profit attributable to:
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Notes 2016 2015 2014

Profit for the year     289,094     260,722     245,984 

Other comprehensive (loss) income from continuing 
operations

Other comprehensive (loss) income from continuing operations to be 
reclassif ied to profit or loss in subsequent periods:
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Share 
capital

Additional 
paid-in 
capital

Treasury 
shares

Other 
reserves

Retained 
earnings Total

31 December 2013     36,513      570,185     (2,428)    22,733    563,407   1,190,410       53,905       1,244,315 
Profit for the year           -                -             -             -      238,644     238,644         7,340          245,984 
Other comprehensive income (loss) for the year          -                -             -       26,563          980      27,543        (1,863)           25,680 
Total comprehensive income          -               -             -      26,563    239,624     266,187         5,477          271,664 
Depreciation of property and equipment
    revaluation reserve, net of tax

          -                -             -          (446)          446            -                -                   -   

Increase in share capital arising from
    share-based payments 

          -          18,573         534           -              -        19,107              -             19,107 

Dividends to shareholders 
    of the Bank (Note 20)

          -                -             -             -       (74,638)     (74,638)              -            (74,638)

Acquisition of non-controlling
    interests in existing subsidiaries           -                -             -      (17,639)            -       (17,639)       (15,516)         (33,155)

Non-controlling interests arising on acquisition
    of subsidiary           -                -             -             -              -              -          10,942           10,942 

Sale of treasury shares           -          27,525         469           -              -        27,994              -             27,994 
Purchase of treasury shares           -          (5,045)          (97)           -              -         (5,142)              -              (5,142)
31 December 2014     36,513      611,238     (1,522)     31,211    728,839  1,406,279       54,808       1,461,087 
Profit for the year           -                -             -             -      257,628     257,628         3,094          260,722 
Other comprehensive loss for the year           -                -             -      (46,487)       (3,487)     (49,974)        (3,347)          (53,321)
Total comprehensive income          -               -             -     (46,487)     254,141    207,654          (253)          207,401 
Depreciation of property and equipment
    revaluation reserve, net of tax

          -                -             -          (512)          512            -                -                   -   

Increase in share capital arising from
    share-based payments 

          -          22,839         502           -              -        23,341            162           23,503 

Dividends to shareholders 
    of the Bank (Note 20)

          -                -             -             -       (64,988)     (64,988)              -            (64,988)

Acquisition of non-controlling
    interests in existing subsidiaries

          -                -             -        1,645            -          1,645        (3,261)            (1,616)

Dilution of interests in subsidiaries           -                -             -             -              -              -          27,947           27,947 
Non-controlling interests arising on acquisition
    of subsidiary

          -                -             -             -              -              -           1,488             1,488 

Reorganization (Notes 1)     (8,692)     (327,470)       1,160      7,103     (24,984)    (352,883)      (67,882)        (420,765)
Purchase of treasury shares           -          (9,307)        (143)           -              -         (9,450)              -              (9,450)
31 December 2015     27,821      297,300           (3)    (7,040)    893,520   1,211,598        13,009       1,224,607 
Profit for the year           -                -             -             -      287,945     287,945         1,149          289,094 
Other comprehensive loss for the year           -                -             -       54,938          426      55,364            446           55,810 
Total comprehensive income          -               -             -      54,938    288,371    343,309         1,595         344,904 
Depreciation of property and equipment
    revaluation reserve, net of tax

          -                -             -          (521)          521            -                -                   -   

Increase in share capital arising from
    share-based payments 

          -          38,195           -             -              -        38,195              -             38,195 

Dividends to shareholders 
    of the Bank (Note 20)

          -                -             -             -     (200,597)    (200,597)             -           (200,597)

Acquisition of non-controlling
    interests in existing subsidiaries

          -                -             -      (21,692)            -       (21,692)              -            (21,692)

Contributions under share-based 
       payment plan (Note 25)

          -       (119,465)            (6)           -              -      (119,471)             -           (119,471)

31 December 2016     27,821      216,030           (9)    25,685     981,815  1,251,342        14,604       1,265,946 

Attributable to shareholders of the Group
Non-

controlling 
interests Total equity
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Notes 2016 2015 2014

Cash flows from operating activities
Interest received     894,996     867,191     596,778 
Interest paid    (410,417)    (352,394)    (263,773)
Fees and commissions received     163,926     152,416     130,536 
Fees and commissions paid      (58,501)      (52,535)      (43,099)
Net cash inflow from real estate       12,601         7,158         5,600 
Net realised gains from trading securities         1,177              39              10 
Net realised gains from investment securities
     available-for-sale

        2,091              34              83 

Net realised gains from foreign currencies       65,461       64,561       44,599 
Recoveries of loans to customers previously written off 9       36,244       33,685       28,706 
Other expenses paid      (50,681)      (11,949)        (7,826)
Salaries and other employee benefits paid    (121,198)    (112,712)    (109,595)
General and administrative and operating expenses paid      (73,887)      (64,563)      (44,265)

Cash flows from operating activities from continuing 
operations before changes in operating assets and 
liabilities

     461,812      530,931     337,754 

Net (increase) decrease in operating assets 
Amounts due from credit institutions    (146,572)    (196,780)      (49,000)
Loans to customers    (719,819)     249,879    (943,727)
Finance lease receivables         2,291         3,228         5,284 
Prepayments and other assets       46,354       11,692            389 

Net increase (decrease) in operating liabilities
Amounts due to credit institutions and other borrowings  1,641,229       98,738     211,632 
Debt securities issued    (831,549)    (113,121)       82,148 
Amounts due to customers     357,110     396,460     428,231 
Other liabilities       11,545      (16,918)       13,256 

Net cash flows from operating activities from continuing 
operations before income tax

     822,401      964,109       85,967 

Income tax paid      (44,326)      (28,360)      (14,783)
Net cash flows from operating activities from continuing 
operations

    778,075     935,749        71,184 

Net cash flows from operating activities from
   discontinued operations

              -         63,298       59,543 

Net Cash flow from operating activities     778,075     999,047      130,727 

Cash flows (used in) from investing activities
Acquisition of subsidiaries, net of cash acquired               -         22,620               -   
Repayment of remaining holdback amounts from 
     previous year acquisitions

       (8,768)               -                 -   

Net purchase of investment securities available-for-sale    (317,297)    (157,139)    (255,670)
Proceeds from sale of investment properties 11         4,455       19,813         6,467 
Proceeds from sale of property and equipment and
     intangible assets

12            980         3,592            521 

Purchase of property and equipment and intangible assets      (45,794)      (51,575)      (28,047)
Net cash flows used in investing activities from 
continuing operations

  (366,424)   (162,689)   (276,729)

Net cash flows used in investing activities from
     discontinued operations

              -      (104,815)    (120,634)

Reorganization               -          (4,356)               -   
Net cash flows used in investing activities   (366,424)   (271,860)   (397,363)
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Notes 2016 2015 2014

Cash flows (used in) from financing activities 
Dividends paid    (200,099)      (66,627)      (72,729)
Contributions under share-based 
       payment plan (Note 25)

   (119,471)        (9,450)        (5,142)

Sale of treasury shares               -                 -         27,994 
Net cash used in financing activities from continuing 
operations

  (319,570)     (76,077)     (49,877)

Net cash from (used in) financing activities from 
     discontinued operations

              -         26,330      (28,972)

Net cash used in financing activities   (319,570)     (49,747)     (78,849)

Effect of exchange rates changes on cash and cash equivalents       18,307      (10,519)         6,277 

Net increase (decrease) in cash and cash equivalents      110,388      666,921   (339,208)

Cash and cash equivalents, beginning 6   1,376,782      709,861   1,049,069 
Cash and cash equivalents, ending 6   1,487,170   1,376,782      709,861 
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2.  Basis of Preparation (continued) 
 

Subsidiaries and associates (continued) 
 

Subsidiaries 
31 

December 
2016

31 
December 

2015

31 
December 

2014
Country of 

incorporation Industry
Date of 

incorporation
Date of 

acquisition

 

Associates
31 

December 
2016

31 
December 

2015

31 
December 

2014
Country of 

incorporation Industry
Date of 

incorporation
Date of 

acquisition
JSC Credit info (d) 19.11% 16.63% 16.63% Georgia Financial Intermediation 14/2/2005 14/2/2005

Proportion of voting rights and 
ordinary share capital held

 
(a) Was discontinued in 2016 
(b) Merged to JSC Bank of Georgia in 2015 
(c) Moved under JSC BGEO Group, as a result of reorganization in 2015 
(d) On 22 December 2016 the Group obtained significant influence over JSC Credit info 
 
The Group recognized a liability in amount of GEL 21,692 in respect of a put notice for 15% of BNB's shares received in 
2016.  
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9. Loans to Customers 
 

2016 2015 2014
Commercial loans     2,473,016     2,439,276     2,201,890 
Consumer loans     1,367,228     1,165,107        801,474 
Micro and SME loans     1,493,937     1,041,929        772,283 
Residential mortgage loans     1,234,176        814,344        604,143 

 
 

Allowance for loan impairment 
 
Movements of the allowance for impairment of loans to customers by class are as follows: 
 

Commercial 
loans

Consumer 
loans

Residential 
mortgage 

loans

Micro and 
SME 
loans Total

2016 2016 2016 2016 2016
At 1 January         125,327         51,017              6,061       16,504    198,909 
Charge           71,763        64,099              3,899       15,605    155,366 
Recoveries             3,525        21,632              4,003         7,084      36,244 
Write-offs         (41,624)      (65,597)            (8,597)     (10,317)  (126,135)
Accrued interest on written-off loans           (3,901)      (12,463)            (1,475)          (641)    (18,480)
Currency translation differences                977               97                    -           2,099        3,173 
At 31 December         156,067        58,785              3,891       30,334    249,077 

Individual impairment         143,312          1,977              2,272       23,704    171,265 
Collective impairment           12,755        56,808              1,619         6,630      77,812 

        156,067        58,785              3,891       30,334    249,077 
Gross amount of loans, individually determined 
to be impaired, before deducting any 
individually assessed impairment allowance 

        462,607          2,778             11,869        51,118    528,372 

 

Commercial 
loans

Consumer 
loans

Residential 
mortgage 

loans

Micro and 
SME 
loans Total

2015 2015 2015 2015 2015
At 1 January           72,885        23,648              2,993         4,254    103,780 
Charge           59,085        62,638              3,410       17,681    142,814 
Recoveries             4,331        21,079              3,066         5,209      33,685 
Write-offs         (10,324)      (47,075)            (2,847)     (10,694)    (70,940)
Accrued interest on written-off loans           (1,086)        (9,035)               (561)          (992)    (11,674)
Currency translation differences                436           (238)                    -           1,046        1,244 
At 31 December         125,327         51,017              6,061       16,504    198,909 

Individual impairment         118,960          1,850              4,380       13,745    138,935 
Collective impairment             6,367        49,167              1,681         2,759      59,974 

        125,327         51,017              6,061       16,504    198,909 
Gross amount of loans, individually determined 
to be impaired, before deducting any 
individually assessed impairment allowance 

        330,084          3,136            15,902       27,421    376,543 
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9.  Loans to Customers (continued) 
 

Concentration of loans to customers (continued) 
 
As at 31 December 2016, 31 December 2015 and 31 December 2014 loans are principally issued within Georgia, and their 
distribution by industry sector was as follows: 
 

2016 2015 2014
Individuals     3,336,523     2,482,334     1,831,479 
Trade        807,020        723,776        647,858 
Manufacturing        646,228        711,677        719,003 
Real estate        423,124        354,325        244,134 
Construction        304,890        178,641        114,891 
Hospitality        233,891        168,011        166,214 
Service        168,455        223,658        164,008 
Transport & Communication        166,288        165,330        151,715 
Financial intermediation        139,092          88,779        109,201 
Mining and quarrying        114,115        127,706          15,310 
Electricity, gas and water supply          34,835          77,633        124,772 
Other        254,581        219,926        144,990 
Loans to customers, gross     6,629,042     5,521,796     4,433,575 

 
 

Loans have been extended to the following types of customers: 
 

2016 2015 2014
Private companies     3,270,898     2,999,695     2,552,152 
Individuals     3,336,523     2,482,334     1,831,479 
State-owned entities          21,621          39,767          49,944 
Loans to customers, gross     6,629,042     5,521,796     4,433,575 

 
 
The following is a reconciliation of the individual and collective allowances for impairment losses on loans to customers 
for the years ended 31 December 2016, 31 December 2015 and 31 December 2014: 
 

Indiv idual 
impairment

Collective 
impairment Total

Indiv idual 
impairment

Collective 
impairment Total

Indiv idual 
impairment

Collective 
impairment Total

2016 2016 2016 2015 2015 2015 2014 2014 2014
At 1 January          138,935           59,974    198,909            71,381           32,399  103,780            91,799           28,986  120,785 
Charge for the year           74,051           81,315    155,366           94,883           47,931  142,814           34,088           11,000    45,088 
Recoveries             7,880           28,364      36,244             9,994           23,691    33,685           12,897           15,809    28,706 
Write-offs          (46,994)          (79,141)  (126,135)          (34,722)          (36,218)  (70,940)          (51,774)          (20,201)  (71,975)
Interest accrued on impaired
    loans to customers            (5,394)          (13,086)    (18,480)            (3,617)            (8,057)  (11,674)          (14,846)            (3,128)  (17,974)

Currency translation 
    differences             2,787                386        3,173             1,016                228      1,244               (783)                 (67)       (850)
At 31 December          171,265            77,812    249,077          138,935           59,974  198,909            71,381           32,399  103,780 

2016 2015 2014
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10. Finance Lease Receivables 
 

2016 2015 2014
Minimum lease payments receivable          17,794          17,757          47,047 

 
 

The difference between the minimum lease payments to be received in the future and the finance lease receivables 
represents unearned finance income. 
 
As at 31 December 2016, the concentration of investment in the five largest lease receivables comprised GEL 5,773 or 
40% of total finance lease receivables (2015: GEL 4,499 or 29%, 2014: GEL 10,160 or 26%) and finance income received 
from it for the year ended 31 December 2016 comprised GEL 866 or 30% of total finance income from lease (2015: GEL 
325 or 11%, 2014: GEL 304 or 13%). 
 
Future minimum lease payments to be received after 31 December 2016, 31 December 2015 and 31 December 2014 are 
as follows: 
 

2016 2015 2014
Within 1 year            8,075          11,107          29,901 
From 1 to 5 years            9,719            6,650          17,146 
Minimum lease payment receivables          17,794          17,757          47,047 

 
 

Movements of the allowance for impairment of finance lease receivables are as follows: 
 

Finance lease 
receivables 

2016

Finance lease 
receivables 

2015

Finance lease 
receivables 

2014
At 1 January               1,551                 729                 643 
Charge                 161              1,676                 476 
Amounts written-off               (293)               (153)               (435)
Reorganization                    -                 (521)                    -   
Currency translation differences                   80               (180)                   45 
At 31 December              1,499               1,551                 729 

Individual impairment              1,263              1,367                 243 
Collective impairment                 236                 184                 486 

             1,499               1,551                 729 
Gross amount of lease receivables, individually determined 
to be impaired, before deducting any individually assessed 
impairment allowance 

             2,475              1,808              1,487 
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12.  Property and Equipment (continued) 
 

The movements in property and equipment during the year ended 31 December 2015 were as follows: 
 

Land, office 
buildings & 

serv ice centres
Hospitals 
& Clinics

Furniture 
& fixtures

Computers &  
equipment

Motor 
vehicles

Leasehold 
improvements

Assets under 
construction Total

Cost or revalued amount
31 December 2014               230,375     207,038      140,130            130,810      7,566                12,751              9,599    738,269 

Additions                   4,888         6,540       21,692             29,314      2,596                 3,494            14,203      82,727 
Business combination                   3,550       43,918         6,900               7,324         737                 1,790                   -        64,219 
Disposals                 (1,837)          (964)          (313)             (3,040)        (426)                (1,796)                  -         (8,376)
Transfers                   3,101            828         2,953             (1,546)        (923)                 3,989            (8,402)              -   
Reorganization               (21,266)  (257,360)       (8,948)         (106,472)     (3,073)                (6,393)           (5,028)   (408,540)
Transfers to investment properties                 (1,637)               -                 -                       -              -                         -                     -         (1,637)
Transfers from (to) other assets                        -                 -            (343)                (736)             4                       -              (6,231)       (7,306)
Revaluation                 (8,774)               -                 -                       -              -                         -                     -         (8,774)
Currency translation differences                 (3,618)               -            (265)                (530)          (83)                     (77)               (337)       (4,910)

31 December 2015               204,782               -        161,806             55,124      6,398                13,758              3,804    445,672 
Accumulated impairment
31 December 2014                   3,611               -                40                  109             6                       -                     -          3,766 

Impairment charge                 (1,473)               -                 -                       -              -                         -                     -         (1,473)
Reorganization                      (66)               -                 -                        2             4                       -                     -              (60)
Transfers to investment properties                 (1,040)               -                 -                       -              -                         -                     -         (1,040)
Currency translation differences                    (252)               -                (3)                  (29)            (3)                       -                       9          (278)

31 December 2015                      780               -                37                    82             7                       -                       9            915 
Accumulated depreciation
31 December 2014                   3,217         2,646       75,541             55,413      4,030                  5,134                     9     145,990 

Depreciation charge                   2,853         1,288       14,705             11,323      1,769                 2,572                   -        34,510 
Reorganization                 (1,438)       (3,908)       (3,163)           (30,036)     (1,599)                   (751)                   -       (40,895)
Transfers                    (193)              58            615                (379)          (23)                     (79)                   -                (1)
Transfers to investment properties                      (54)               -                 -                       -              -                         -                     -              (54)
Currency translation differences                    (199)               -              (96)                (242)          (31)                     (45)                   (9)          (622)
Transfers from (to) other assets                        -                 -            (233)                (606)             3                       -                     -            (836)
Revaluation                    (992)               -                 -                       -              -                         -                     -            (992)
Disposals                      (25)            (84)          (106)               1,604        (237)                (1,187)                  -              (35)

31 December 2015                   3,169               -         87,263             37,077       3,912                 5,644                   -       137,065 
Net book value:
31 December 2014               223,547     204,392       64,549             75,288      3,530                  7,617              9,590     588,513 
31 December 2015               200,833               -         74,506             17,965      2,479                  8,114              3,795    307,692 
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14.  Taxation (continued) 
 

Deferred tax assets and liabilities as at 31 December 2016, 31 December 2015 and 31 December 2014 and their 

movements for the respective years are as follows: 

 

2013

In the 
income 

statement

Business
combi-
nation

In other 
compre-
hensive 
income 2014

In the 
income 

statement

Business
combi-
nation

Reorga-
nization

In other 
compre-
hensive 
income 2015

In the 
income 

statement

In other 
compre-
hensive 
income 2016

Tax effect of deductible
     temporary differences:
Amounts due to credit institutions    
     and other borrowings

     1,180          (175)               -              -        1,005          (512)            -            (11)            -           482          (482)            -             -   

Investment securities: 
   available-for-sale

     1,196              (1)               -              -        1,195       (1,194)            -              (1)            -             -                 -              -             -   

Investment properties      2,479               -                 -       (1,499)         980               -              -          (980)            -             -              431            59         490 
Insurance premiums receivables         886            624               -              -        1,510               -              -       (1,510)            -             -                 -              -             -   
Allowances for impairment and
      provisions for other losses

        455          (257)               -              -           198         4,866            -          (198)            -        4,866         1,602            23      6,491 

Tax losses carried forward      8,791         2,650               -            855    12,296         3,493     (1,992)    (3,474)       1,800    12,123       (3,886)    (8,237)           -   
Property and equipment         942              (6)               -              -           936               -              -          (936)            -             -              188          632         820 
Other assets and liabilities      3,169            751               -            (51)      3,869       (2,129)            -          (694)       (468)         578            923          695      2,196 
Deferred tax assets    19,098         3,586               -          (695)    21,989         4,524     (1,992)    (7,804)       1,332    18,049        (1,224)    (6,828)      9,997 

Tax effect of taxable 
     temporary differences:
Amounts due to credit institutions    
     and other borrowings

          52              (5)               -              (3)           44            (19)            -            (23)           (2)           -           1,230            -        1,230 

Amounts due to customers      1,325               -                 -              -        1,325       (1,325)            -              -              -             -                 -              -             -   
Loans to customers    21,839         8,562               -          (165)    30,236          (763)            -              -          (517)    28,956     (11,210)         720    18,466 
Other insurance liabilities & pension
     fund obligations

        956            426               -              -        1,382               -              -       (1,382)            -             -                 -              -             -   

Property and equipment    32,611         4,473         4,929        (330)    41,683       10,498       2,421   (14,414)    (1,034)    39,154     (26,681)    (5,983)      6,490 
Investment properties             2              69               -              (7)           64         6,500            -              -            (53)      6,511       (4,966)    (1,545)           -   
Intangible assets      5,575            965               -              (8)      6,532          (742)            -       (2,020)           (7)      3,763       (3,846)         102           19 
Other assets and liabilities      8,294            429               -            (59)      8,664          (588)            -          (967)         (53)      7,056       (1,228)           12      5,840 
Deferred tax liabilities    70,654        14,919         4,929        (572)    89,930        13,561       2,421   (18,806)    (1,666)    85,440      (46,701)    (6,694)    32,045 
Net deferred tax liabilities  (51,556)     (11,333)      (4,929)       (123) (67,941)      (9,037)    (4,413)     11,002       2,998  (67,391)       45,477        (134) (22,048)

Origination and reversal of 
temporary differences

Origination and reversal of temporary 
differences

Origination and 
reversal of temporary 

differences

 
 

15. Other Assets and Other Liabilities 
 
Other assets comprise: 
 

2016 2015 2014
Foreclosed assets *          50,821          49,602          49,090 
Receivables from money transfers            8,915            4,619            4,080 
Inventory            5,798            5,290        101,807 
Operating tax assets            3,856            1,737          10,473 
Derivative financial assets            2,610          42,212          45,733 
Receivables from documentary operations            1,827            1,676                 43 
Operating lease receivables            1,774            1,139               474 
Settlements on operations            1,101            5,080            2,869 
Accounts receivable               902            2,018          60,674 
Receivables from sale of assets               482            4,452               214 
Trading securities owned                 -              1,106            1,034 
Insurance premiums receivable                 -                   -            36,028 
Reinsurance assets                 -                   -            11,289 
Assets purchased for finance lease purposes                 -                   -              6,841 
Other          22,459          21,997          30,850 

       100,545        140,928        361,499 

 
* Foreclosed assets represent movable repossessed assets. As at 31 December 2016 foreclosed assets are mostly represented by assets held 
for sale.  
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16. Amounts Due to Customers 
 
The amounts due to customers include the following: 
 

2016 2015 2014
Time deposits     2,844,948     2,619,461     1,914,366 
Current accounts     2,854,336     2,405,348     1,534,053 
Promissory notes issued          74,228               868          25,010 
Amounts due to customers     5,773,512     5,025,677     3,473,429 

Held as security against letters of credit and guarantees (Note19)         96,692          64,534          53,393 
 

 

As at 31 December 2016, 31 December 2015 and 31 December 2014, promissory notes issued by the Group comprise the 
notes privately held by financial institutions being effectively equivalents of certificates of deposits with fixed maturity and 
fixed interest rate. The average effective maturity of the notes was 16 month (2015: 9 months, 2014: 1 months). 
 
At 31 December 2016, amounts due to customers of GEL 635,303 (11%) were due to the 10 largest customers (2015: 
GEL 834,215 (17%), 2014: GEL 533,673 (15%).   
 
Amounts due to customers include accounts with the following types of customers: 
 

2016 2015 2014
Individuals     3,123,534     2,611,447     1,868,762 
Private enterprises     2,512,506     2,223,850     1,419,659 
State and state-owned entities 137,472      190,380      185,008      
Amounts due to customers     5,773,512     5,025,677     3,473,429 

 
 

The breakdown of customer accounts by industry sector is as follows: 
 

2016 2015 2014
Individuals 3,123,534   2,611,447   1,868,762   
Financial intermediation 522,046      410,323      110,759      
Trade 435,836      375,890      277,792      
Service 381,837      328,821      410,208      
Construction 291,440      243,554      220,234      
Transport & Communication 213,301      317,161      173,591      
Manufacturing 208,519      237,899      107,813      
Government services 102,530      141,007      128,046      
Real estate 127,163      73,042        53,742        
Electricity, gas and water supply 113,572      74,125        21,275        
Health and social work 46,106        107,643      14,519        
Hospitality 22,248        18,818        33,503        
Other 185,380      85,947        53,185        
Amounts due to customers     5,773,512     5,025,677     3,473,429 
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22. Net Real Estate Revenue 
 

2016 2015 2014
Income from operating lease            6,045            5,614            4,257 
Gain from sale of real estate properties            2,929            6,553            1,748 
Real estate revenue            8,974          12,167            6,005 
Loss on real estate property sale             (343)             (336)             (405)
Net real estate revenue            8,631           11,831            5,600 

 
 

23. Salaries and Other Employee Benefits, and General and Administrative Expenses 
 

2016 2015 2014
Salaries and bonuses        (150,710)        (136,187)        (114,078)
Social security costs            (3,050)            (2,954)            (2,918)
Salaries and other employee benefits         (153,760)         (139,141)         (116,996)

 

Salaries and bonuses include GEL 39,696, GEL 31,025 and GEL 27,193 of the Equity Compensation Plan costs for the years 
ended 31 December 2016, 31 December 2015 and 31 December 2014, respectively, associated with the existing share-based 
compensation scheme approved in the Group (Notes 25 and 29).  
 

2016 2015 2014
Occupancy and rent          (19,458)          (16,308)            (9,270)
Marketing and advertising          (12,652)            (7,193)            (5,916)
Repairs and maintenance          (10,051)            (9,248)            (7,474)
Legal and other professional services            (6,508)            (7,211)            (5,466)
Operating taxes            (5,688)            (4,540)            (3,436)
Corporate hospitality and entertainment            (4,873)            (3,578)            (3,169)
Office supplies            (4,355)            (4,197)            (3,381)
Communication            (4,323)            (4,907)            (3,708)
Insurance            (1,904)            (1,756)            (1,535)
Personnel training and recruitment            (1,619)            (1,537)            (1,391)
Security            (1,540)            (1,688)            (2,329)
Travel expenses            (1,029)            (1,407)            (1,058)
Penalties                 (17)                 (67)                 (22)
Banking services                   (1)                   (2)                   (2)
Other            (1,516)            (3,600)            (3,523)
General and administrative expenses          (75,534)          (67,239)           (51,680)

 

  















JSC Bank of Georgia and Subsidiaries          Notes to Consolidated Financial Statements 

 

(Thousands of Georgian Lari) 

57 

26.  Risk Management (continued) 
 

Credit risk (continued) 
 

31 December 2015
Less than
30 days

31 to
60 days

61 to
90 days

More than
90 days Total

Loans to customers: 
Consumer loans          29,592            8,498            6,930          23,724          68,744 
Micro and SME loans            5,196            4,148            1,000            4,259          14,603 
Residential mortgage loans            7,594            1,207               908            5,023          14,732 
Commercial loans          21,727            1,227                 25            1,596          24,575 

Finance lease receivables               238                 -                     2                 -                 240 

Total          64,347          15,080            8,865          34,602        122,894 
 

31 December 2014
Less than
30 days

31 to
60 days

61 to
90 days

More than
90 days Total

Loans to customers: 
Consumer loans          19,266            4,758            2,703            9,222          35,949 
Micro and SME loans            2,926            3,307               259               598            7,090 
Residential mortgage loans            3,822               788               304            1,832            6,746 
Commercial loans            2,673               528               342            1,162            4,705 

Finance lease receivables            1,977            9,154               156               203          11,490 

Total          30,664          18,535            3,764          13,017          65,980 
 

See Notes 9 and 10 for more detailed information with respect to the allowance for impairment of loans to customers and 
finance lease receivables. 
 
The Group specifically monitors performance of the loans with overdue payments in arrears for more than 90 days. The 
gross carrying value (i.e. carrying value before deducting any allowance for impairment) of such loans comprised GEL 
293,054, GEL 166,224 and GEL 118,131 as at 31 December 2016, 31 December 2015 and 31 December 2014, respectively. 
 
Carrying amount per class of financial assets whose terms have been renegotiated 
 
The table below shows the carrying amount for renegotiated financial assets, by class.  
 

2016 2015 2014
Loans to customers: 

Commercial loans        235,026        141,294        115,155 
Micro and SME loans          37,003          20,890            8,734 
Residential mortgage loans          38,757          28,594            3,446 
Consumer loans          29,828          18,243               617 

Finance lease receivables               836                 -              4,957 

Total        341,450        209,021        132,909 
 

 

Impairment assessment  
 
The main considerations for the loan impairment assessment include whether any payments of principal or interest are 
overdue by any number of days or there are any known difficulties in the cash flows of counterparties, credit rating 
downgrades, or infringement of the original terms of the contract. The Group addresses impairment assessment in two 
areas: individually assessed allowances and collectively assessed allowances. Loans are considered to be individually 
impaired if they are past due by certain number of days as prescribed per the Group methodology, or history of the debt 
service is deteriorated by certain percentage, as defined per the Group methodology, or any other defined event of default 
is identified. Impairment for all such loans is assessed individually, rather than through a collective impairment assessment 
model of the Group.   
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26.  Risk Management (continued) 
 

Credit risk (continued) 
 

Georgia OECD

CIS and 
other foreign 

countries Total Georgia OECD

CIS and 
other foreign 

countries Total
Assets:
Cash and cash equivalents     568,759      661,543           146,480  1,376,782     475,747       136,387             97,727       709,861 
Amounts due from credit institutions    619,671        95,100               3,906     718,677     394,196           1,686             22,620       418,502 
Investment securities available-for-sale    823,193        79,047                     -       902,240     726,880         25,069             17,763       769,712 
Loans to customers  5,005,171          9,340           308,376  5,322,887  4,068,261           7,609           253,925    4,329,795 
Finance lease receivables         2,273                -               11,737       14,010       26,491                -               12,028         38,519 
All other assets     635,131          4,630             29,188     668,949  1,204,659         10,069             56,184    1,270,912 

  7,654,198      849,660           499,687  9,003,545  6,896,234       180,820           460,247    7,537,301 
Liabilities:
Amounts due to customers  3,628,734      592,673           804,270  5,025,677  2,163,558       650,584           659,287    3,473,429 
Amounts due to credit institutions
   and other borrowings

    424,705   1,035,802           217,080  1,677,587     582,905       770,838             55,470    1,409,213 

Debt securities issued               -        940,945                     -       940,945       46,216       810,479                     -         856,695 
All other liabilities     129,834             185               4,710     134,729     321,641           3,373             11,863       336,877 

  4,183,273   2,569,605        1,026,060  7,778,938   3,114,320    2,235,274           726,620    6,076,214 
Net balance sheet position  3,470,925  (1,719,945)         (526,373)   1,224,607   3,781,914  (2,054,454)         (266,373)     1,461,087 

20142015

 

Liquidity risk and funding management 
 
Liquidity risk is the risk that the Group will be unable to meet its payment obligations when they fall due under normal 
and stress circumstances. To limit this risk, management has arranged diversified funding sources in addition to its core 
deposit base, manages assets with liquidity in mind, and monitors future cash flows and liquidity on a regular basis. This 
incorporates an assessment of expected cash flows and the availability of high grade collateral which could be used to 
secure additional funding if required. 
 
The Group maintains a portfolio of highly marketable and diverse assets that can be easily liquidated in the event of an 
unforeseen interruption of cash flow. The Group also has committed lines of credit that it can access to meet liquidity 
needs. In addition, the Group maintains a cash deposit (obligatory reserve) with the NBG, the amount of which depends 
on the level of customer funds attracted.  
 
The liquidity position is assessed and managed by the Group primarily on a standalone Bank basis, based on certain 
liquidity ratios established by the NBG. As at 31 December 2016, 31 December 2015 and 31 December 2014 these ratios 
were as follows:  

2016, % 2015, % 2014, %
Average liquidity  ratio 43.6% 38.1% 39.3%
Maximum liquidity ratio 62.5% 48.0% 46.8%
Minimum liquidity ratio 34.1% 28.9% 31.7%

 
 
The average liquidity ratio is calculated on a standalone basis for JSC Bank of Georgia as the annual average (arithmetic 
mean) of daily liquidity ratios, computed as the ratio of liquid assets to liabilities determined by the National Bank of 
Georgia as follows: 
 
Liquid assets comprise cash, cash equivalents and other assets that are immediately convertible into cash. Those assets 
include investment securities issued by the Georgian Government plus Certificates of Deposit issued by NBG and do not 
include amounts due from credit institutions, other than inter-bank deposits, and/or debt securities of Governments and 
Central Banks of non-OECD countries, amounts in nostro accounts which are under lien, impaired inter-bank deposits 
and amounts on obligatory reserve with NBG that are pledged due to borrowings from NBG. 
 
Liabilities comprise the total balance sheet liabilities, less amounts due to credit institutions that are to be exercised or 
settled later than six months from the reporting date, plus off-balance sheet commitments with residual maturity 
subsequent to the reporting date of less than six months. Off-balance sheet commitments include all commitments except 
financial guarantees and letters of credit that are fully collateralized by cash covers in the Bank, and commitments due to 
dealing operations with foreign currencies. The maximum and minimum liquidity ratios are taken from historical data of 
the appropriate reporting years.  
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27.  Fair Value Measurements (continued) 
 

Fair value hierarchy (continued) 
 
Derivative financial instruments 
 
Derivative financial instruments valued using a valuation technique with market observable inputs are mainly interest rate 
swaps, currency swaps and forward foreign exchange contracts. The most frequently applied valuation techniques include 
forward pricing and swap models, using present value calculations. The models incorporate various inputs including the 
credit quality of counterparties, foreign exchange spot and forward rates and interest rate curves. 
 
Trading securities and investment securities  
 
Trading securities and a certain part of investment securities are quoted equity and debt securities. Investment securities 
valued using a valuation technique or pricing models consist of unquoted equity and debt securities. These securities are 
valued using models which sometimes only incorporate data observable in the market and at other times use both observable 
and non-observable data. The non-observable inputs to the models include assumptions regarding the future financial 
performance of the investee, its risk profile, and economic assumptions regarding the industry and geographical jurisdiction 
in which the investee operates. 
 
Movements in level 3 financial instruments measured at fair value 
 
The following tables show a reconciliation of the opening and closing amounts of level 3 financial assets which are recorded 
at fair value: 

At 31 
December

At 31 
December

At 31 
December

2014 2015 2016
Level 3 financial assets
Equity investment securities 
   available-for-sale

        5,222           (3,837)                 27         1,412                 28        (1,145)            295                  -              295 

Transfers 
from level 2

31 
December 

2013

Sale of AFS 
securities

Transfers 
from level 2

Reorganiz
ation

Transfers 
from level 2

  
Movements in level 3 non-financial assets measured at fair value 
 

All investment properties and revalued properties of property and equipment are level 3. Reconciliations of their opening and 
closing amounts are provided in Notes 11 and 12 respectively. 
 

Impact on fair value of level 3 financial instruments measured at fair value of changes to key assumptions 
 

The following table shows the impact on the fair value of level 3 instruments of using reasonably possible alternative 
assumptions: 

Level 3 financial assets
Equity investment securities
   available-for-sale

           295  +/- 44            295  +/- 44         1,412  +/- 212 

Effect of reasonably
possible alternative

assumptions

Carrying
Amount

Carrying
Amount

Carrying
Amount

2016 2015 2014

Effect of reasonably
possible alternative

assumptions

Effect of reasonably
possible alternative

assumptions

In order to determine reasonably possible alternative assumptions the Group adjusted key unobservable model inputs as 
follows: 
 

For equities, the Group adjusted the price-over-book-value multiple by increasing and decreasing the ratio by 10%, which is 
considered by the Group to be within a range of reasonably possible alternatives based on the price-over-book-value 
multiples used across peers within the same geographic area  of the same industry. 
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27.  Fair Value Measurements (continued) 
 

Fair value hierarchy (continued) 
 

Description of significant unobservable inputs to valuations of non-financial assets 
 

The following tables show descriptions of significant unobservable inputs to level 3 valuations of investment properties and 
revalued properties and equipment: 
 

2016
Valuation
technique

Significant
unobservable

inputs

Range
(weighted
average)

Other key
information

Range
(weighted
average)

Sensitivity
of the input
to fair value

Investment property 152,596  

Land 31,610   Market approachPrice per square metre
51 - 1,332

(457)
Square metres, 
land

8,165 - 230,398
(116,236)

Increase (decrease) in the price per square 
metre would result in increase (decrease) in 
fair value

Residential properties 41,389   Market approachPrice per square metre
933 - 1,939

(1,405)
Square metres, 
building

80 - 3,251
(2,402)

Increase (decrease) in the price per square 
metre would result in increase (decrease) in 
fair value

Non-residential properties 79,597   

Square metres, 
land

8,383 - 18,635
(11,826)

Square metres, 
building

2,293 - 6,702
(3,774)

Rent per square 
metere

29.2 - 45.5 
(38.1)

Square metres, 
building

418 - 4,868 
(2,798)

Increase (decrease) in the rent price would 
result in increase (decrease) in fair value

Occupancy rate
35% - 90% 

(81%)

Increase (decrease) in the occupancy rate 
would result in increase (decrease) in fair 
value

Average daily rate
12 - 218

(26)

Increase (decrease) in the average daily rate 
would result in increase (decrease) in fair 
value

Land price pet square 
metre

34 - 67
(57)

Square metres, 
land

7,939 - 13,946 
(9,672)

Increase (decrease) in the land price per 
square metre would result in increase 
(decrease) in fair value

Depretiated 
Replacement cost per 
square metre

366 - 1,054 
(778)

Square metres, 
building

836 - 1,639 
(1,851)

Increase (decrease) in the depreciated 
replacement cost per square metre would 
result in increase (decrease) in fair value

Property and equipment 197,763  

Rent per square 
metere

53 - 108
(83)

Square metres, 
building

243 - 17,647 
(12,670)

Increase (decrease) in the rent per square 
metre would result in increase (decrease) in 
fair value

Occupancy Rate
60% - 95% 

(84%)

Increase (decrease) in the occupancy rate 
would result in increase (decrease) in fair 
value

Service centers 87,036   

20,311   Market approachPrice per square metre
1926 - 
3,996 

Square metres, 
building

66 - 1,589 (1,076)
Increase (decrease) in the price per square 
metre would result in increase (decrease) in 

Rent per square 
metere

26.3 - 
115.0 
(52.4)

Square metres, 
building

196 - 2,283 (952)
Increase (decrease) in the rent per square 
metre would result in increase (decrease) in 
fair value

Occupancy Rate
40% - 95% 

(83%)

Increase (decrease) in the occupancy rate 
would result in increase (decrease) in fair 
value

Average daily rate
16 - 256

(29)

Increase (decrease) in the average daily rate 
would result in increase (decrease) in fair 
value

7,576     Cost approach
Depretiated 
Replacement cost per 
square metre

501 - 501 
(501)

Increase (decrease) in the depreciated 
replacement cost per square metre would 
result in increase (decrease) in fair value

Office buildings

59,149   Income approach

Increase (decrease) in the price would result 
in increase (decrease) in fair value

2.8 - 5.5 
mln

(4.1 mln)
PriceMarket approach14,013   

9,032     Cost approach

110,727 Income approach

Income approach56,552   
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27.  Fair Value Measurements (continued) 
 

Financial instruments overview 
 

Set out below is an overview of all financial instruments, other than cash and short-term deposits, held by the Group as at 31 

December 2016, 31 December 2015 and 31 December 2014: 
 

Loans and 
receivables

Available-
for sale

Fair value
through

profit or loss
Financial assets
Amounts due from credit institutions        940,485                 -                      -   
Loans to customers     6,379,965                 -                      -   
Finance lease receivables          13,096                 -                      -   
Trade and other receivables (in other assets)          13,268                 -                      -   
Equity instruments                 -                295                    -   
Debt instruments                 -      1,283,607                    -   
Foreign currency derivative financial instruments                 -                   -                2,610 
Total:     7,346,814    1,283,902               2,610 

Financial liabilities 
Amounts owed to customers     5,773,512                 -                      -   
Amounts due to credit institutions 
    and other borrowings

    3,468,353                 -                      -   

Debt securities issued        177,271                 -                      -   
Trade and other payables (in other liabilities)          11,609                 -                      -   
Foreign currency derivative financial instruments                 -                   -              15,689 
Total:     9,430,745                 -               15,689 

31 December 2016

 

Loans and 
receivables

Available-
for sale

Fair value
through

profit or loss
Loans and 
receivables

Available-
for sale

Fair value
through

profit or loss
Financial assets
Amounts due from credit institutions        718,677                 -                      -          418,502                 -                      -   
Loans to customers     5,322,887                 -                      -       4,329,795                 -                      -   
Finance lease receivables          14,010                 -                      -            38,519                 -                      -   
Trade and other receivables (in other assets)          11,886                 -                      -            62,164                 -                      -   
Equity instruments                 -                295                    -                   -             1,412                   41 
Debt instruments                 -         901,945              1,106                 -         768,300                 993 
Foreign currency derivative financial instruments                -                   -              42,212                 -                   -              45,733 
Total:     6,067,460       902,240             43,318     4,848,980       769,712            46,767 

Financial liabilities 
Amounts owed to customers     5,025,677                 -                      -       3,473,429                 -                      -   
Amounts due to credit institutions 
    and other borrowings

    1,677,587                 -                      -       1,409,213                 -                      -   

Debt securities issued        940,945                 -                      -          856,695                 -                      -   
Trade and other payables (in other liabilities)          18,875                 -                      -            79,551                 -                      -   
Foreign currency derivative financial instruments                -                   -                3,243                 -                   -                7,505 
Total:     7,663,084                 -                3,243     5,818,888                 -                7,505 

31 December 2015 31 December 2014

  
















