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1 About the Pillar 3 report  

The Pillar 3 report is prepared in full compliance with the internal control processes agreed with the 
Supervisory Board of ProCredit Bank. The present report meets the requirements of the “Rule about the 
disclosure of information by commercial banks within the Pillar 3”, stipulated by the National Bank of 
Georgia. The Pillar 3 Report and the accuracy and reliability of the information contained in this report are 
confirmed the Risk Management Committee. 

 

2 Introduction 

Corporate strategy of ProCredit Bank and its activities are guided by the objective of making a sustainable 
contribution to economic, social and environmental development in the country, and in doing so achieving 
an appropriate return on investment for our shareholders. In this respect, we see good potential in Georgia. 
ProCredit’s business strategy is based on the formation of long-term relationships with our clients and staff 
and on careful risk management.  

Our target group comprises innovative companies showing dynamic growth and stable, formalized 
structures. Through our work we want to make a contribution to creating jobs, enhancing capacity for 
innovation and encouraging investments in ecological projects. We place particular emphasis on issuing 
green loans and promoting local production. Our approach is based on a careful and critical selection of 
clients with solvency, transparency and social responsibility at the heart of the lending process. In this 
way, we want to ensure that our customers can adequately service their loans from their current income 
and build up reserves for potentially more difficult times. We attach great importance to transparent 
business relationships. This requires regular communication with us as a banking institution, as well as 
transparent interaction of our customers with society. We believe that our clients also make an important 
contribution to the formal sector, and thus to social and economic development. At the same time, we 
make clear demands on our customers with regard to ethical business practices and the responsible 
treatment of their environment. Consideration of our clients’ social and environmental risks is firmly 
integrated into our credit decision processes. 
 
The main objective of the Bank is building sound and long-term relationships with business clients and 
becoming the “Hausbank” for micro, small and medium clients. Moreover, we will focus on building sound 
and efficient loan and non-loan services dedicated to micro business clients. As specialists in financing 
MSMEs, we cater to the particular needs of these clients and want to support them in the special 
challenges they face. This means much more than just disbursing loans. We offer a full range of banking 
services in terms of financing, account operations, payments and deposit business, and we also support 
our clients in their long-term investment projects. We will keep our focus on deposit to loan ratio positive 
development. 
 

Another focus group for the Bank’s business strategy is Retail Customers. We strive to provide private 
individuals with easy, clear and transparent banking solutions. Further investments in digitalization enable 
us to become a viable option for transactional private clients with savings potential, but also for those 
wishing to invest by providing them housing or investment loans. 

Given the developments with regards to Russia-Ukraine war and increasing global tension, the focus in the 
recent years was on stability and proactive risk management. We are confident that the strategic initiatives 



 

5 
 

Classification: Restricted to Partners 

in the last years, the proactive risk management and the high qualification of our staff formed a good and 
stable foundation for meeting the challenges that we faced in the previous years.  

All ProCredit clients enjoy a range of innovative service channels centring on user-friendly online banking. 
In addition, our outlets are equipped with 24-hour self-service areas where the entire package of payment 
transactions can be completed. By means of these two channels, nearly all transactions have been fully 
automated. Our clients have access to personalised advice in our branches and through our contact centre. 

The ProCredit Bank is a member of the ProCredit (banking) Group which is supervised by the German 
Federal Financial Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht, or BaFin) and 
the Deutsche Bundesbank. ProCredit Holding is responsible for the strategic management, capital 
adequacy, reporting, risk management and proper business organisation of the ProCredit (banking) Group 
pursuant to Section 25a of the German Banking Act (KWG). The ProCredit Holding shares are traded on 
the Prime Standard segment of the Frankfurt Stock Exchange. 

With this Pillar 3 report, ProCredit Bank complies with the disclosure requirements for the ProCredit Bank 
as of 31 December 2025, stipulated in the “Rule about the disclosure of information by commercial banks 
within the Pillar 3” by the National Bank of Georgia, Capital Requirements Regulation (CRR) - (EU) No. 
575/2013 and Basel Committee requirements regarding disclosure of information. Legally protected or 
confidential information is generally excerpted from disclosure.  

The information disclosed is based on the audited financial statements of ProCredit Bank and ProCredit 
Properties LLC as reported in the 2025 report. As a supplement to this Pillar 3 report, information on the 
ProCredit Bank is available in ProCredit Bank’s 2025 Financial Statements and Independent Auditors’ 
Report, which is published on the website. 

The Pillar 3 report has been approved by the Risk Management Committee of the bank.  

This report contains summed figures and percent calculations that may, due to rounding, contain minor 
deviations. 

 

3 Scope of consolidation 

This Pillar 3 report is prepared on the basis of the companies in the ProCredit Group which have been 
consolidated under IFRS; this includes ProCredit Properties LLC, an institution which carries out property 
management activities and over which ProCredit Bank exercises a controlling influence. The reports for 
regulatory purposes are prepared on standalone bank’s financial data.  

 

Table 1 

 

 

Consolidation by entities in GEL

Full 
Consolidation

Proportional 
Consolidation

Neither consolidated nor 
deducted

Deducted

1 ProCredit Property Full Consolidation X Real Estate management - 100% ownership

Name of Entity Method of Accounting consolidation
Method of regulatory consolidation

Description
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4 Key ratios 

Table 2 

* LCR calculated according to NBG's methodology which is more focused on local risks than Basel framework. 
Commercial banks are required to comply with the limits by coefficients calculated according to NBG's methodology. 
The numbers calculated within Basel framework are given for illustrative purposes.  

**In 2024, the Minimum Requirement for Eligible Liabilities and Capital (MREL) was added, although only 
systemically important banks are required to comply with it. 

 
Table 3 

 

Table 1 Key metrics According to IFRS
N 4Q-2025 3Q-2025 2Q-2025 1Q-2025 4Q-2024

Regulatory capital (amounts, GEL)
Based on Basel III framework

1 CET1 capital 311,083,275 324,538,128 318,755,803 309,359,973 303,620,567 
2 Tier1 capital 311,083,275 324,538,128 318,755,803 309,359,973 303,620,567 
3 Regulatory capital 370,987,075 366,032,828 341,083,703 330,278,073 324,082,967 
4 CET1 capital total requirement 196,743,145 199,399,696 194,874,710 191,493,890 182,979,646 
5 Tier1 capital total requirement 238,987,575 241,842,833 236,551,556 232,283,133 222,841,598 
6 Regulatory capital total requirement 294,992,622 298,117,286 291,802,459 286,357,010 275,689,654 

Total Risk Weighted Assets (amounts, GEL)
7 Total Risk Weighted Assets (Total RWA) (Based on Basel III framework) 1,597,031,195 1,627,236,411 1,569,205,817 1,534,514,146 1,512,851,561 

Capital Adequacy Ratios
Based on Basel III framework 

8 CET1 capital 19.48% 19.94% 20.31% 20.16% 20.07%
9 Tier1 capital 19.48% 19.94% 20.31% 20.16% 20.07%

10 Regulatory capital 23.23% 22.49% 21.74% 21.52% 21.42%
11 CET1 capital total requirement 12.32% 12.25% 12.42% 12.48% 12.10%
12 Tier1 capital total requirement 14.96% 14.86% 15.07% 15.14% 14.73%
13 Regulatory capital total requirement 18.47% 18.32% 18.60% 18.66% 18.22%

Minimum requirement for own funds and eligible liabilities (MREL)

14 Own funds and eligible liabilities as a percentage of Total Liabilities and Own Funds ( (MREL Resource 
/ TLOF)

Income
15 Total Interest Income /Average Annual Assets 7.1% 7.1% 7.0% 6.9% 7.0%
16 Total Interest Expense / Average Annual Assets 3.5% 3.4% 3.3% 3.2% 3.0%
17 Earnings from Operations / Average Annual Assets 2.3% 2.3% 2.2% 2.1% 2.5%
18 Net Interest Margin 3.7% 3.7% 3.7% 3.7% 3.9%
19 Return on Average Assets (ROAA) 1.4% 1.4% 1.5% 1.1% 1.7%
20 Return on Average Equity (ROAE) 8.7% 8.9% 9.5% 7.0% 10.3%

Asset Quality
21 Non Performed Loans / Total Loans 2.4% 2.4% 2.5% 2.4% 2.4%
22 ECL/Total Loans 2.2% 2.1% 2.1% 2.0% 2.1%
23 FX Loans/Total Loans 62.8% 63.0% 65.0% 65.3% 64.1%
24 FX Assets/Total Assets 63.4% 64.0% 63.9% 64.2% 63.6%
25 Loan Growth-YTD 5.0% 6.0% 4.5% 2.1% 12.1%

Liquidity
26 Liquid Assets/Total Assets 35.8% 33.8% 28.2% 27.9% 29.5%
27 FX Liabilities/Total Liabilities 74.0% 76.2% 75.1% 76.4% 75.7%
28 Current & Demand Deposits/Total Assets 36.1% 36.5% 35.2% 37.1% 39.3%

Liquidity Coverage Ratio***
29 Total HQLA 807,984,379 732,471,156 559,272,608 530,886,327 553,177,760
30 Net cash outflow 381,691,709 350,650,292 300,738,250 308,797,795 373,720,040
31 LCR ratio (%) 211.7% 208.9% 186.0% 171.9% 148.0%

Net Stable Funding Ratio Jan-00
32 Available stable funding 1,683,756,535 1,629,925,661 1,510,029,377 1,510,327,447 1,509,951,808
33 Required stable funding 1,068,910,412 1,077,889,197 1,078,292,222 1,029,224,085 1,013,595,148
34 Net stable funding ratio (%) 157.52% 151.21% 140.04% 146.74% 148.97%

Liquidity Coverage Ratio

 GEL   FX    Total   GEL   FX    Total   GEL   FX    Total  
High-quality liquid assets

1 Total HQLA 202,664,230  544,715,774  747,380,004  196,510,000  325,771,982  522,281,982  
Cash outflows

2 Retail deposits 74,112,986    502,007,017      576,120,003      14,193,847    79,457,397    93,651,244    3,305,357      17,137,997    20,443,355    
3 Unsecured wholesale funding 363,322,832  846,428,384      1,209,751,216   91,680,046    130,868,643  222,548,689  86,044,984    120,012,041  206,057,025  
4 Secured wholesale funding 76,087          -                   76,087              -                -                -                -                -                -                
5 Outflows related to off-balance sheet obligations and net short position of derivative exposures 97,337,470    60,608,208       157,945,678      17,136,594    16,107,499    33,244,093    6,542,219      5,402,129      11,944,348    
6 Other contractual funding obligations -                -                   -                   -                -                -                -                -                -                
7 Other contingent funding obligations 14,202,190    26,624,063       40,826,253       4,825,041      13,409,820    18,234,861    4,825,041      13,409,820    18,234,861    
8 TOTAL CASH OUTFLOWS 549,051,564  1,435,667,671   1,984,719,236   127,835,528  239,843,359  367,678,887  100,717,602  155,961,988  256,679,590  

Cash inflows
9 Secured lending (eg reverse repos) -                -                   -                   -                -                -                -                -                -                
10 Inflows from fully performing exposures 485,434,755  1,042,424,035   1,527,858,790   7,781,453      12,738,896    20,520,349    13,935,683    231,682,687  245,618,370  
11 Other cash inflows 8,455,529      39,072,787       47,528,316       2,759,942      -                2,759,942      2,759,942      -                2,759,942      
12 TOTAL CASH INFLOWS 493,890,284  1,081,496,822   1,575,387,107   10,541,395    12,738,896    23,280,291    16,695,625    231,682,687  248,378,312  

13 Total HQLA 202,664,230  544,715,774  747,380,004  196,510,000  325,771,982  522,281,982  
14 Net cash outflow 117,294,133  227,104,463  344,398,596  84,021,977    38,990,497    64,169,897    
15 Liquidity coverage ratio (%) 173% 240% 217% 234% 836% 814%

 Total unweighted value (daily average) 
 Total weighted values according to NBG's 

methodology* (daily average) 
 Total weighted values according to Basel 

methodology (daily average) 

 Total value according to NBG's methodology* 
(with limits) 

 Total value according to Basel methodology 
(with limits) 
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Table 4 

In Pillar 1, the banks are required to hold minimum capital requirements - 4.5%, 6% and 8% for Common 
Equity Tier 1, Tier 1, and Total Regulatory Capital, respectively. Furthermore, banks are required to hold 
additional Combined Buffer through Common Equity Tier 1.  

Commercial banks within the framework of Pillar 2 should hold capital adequacy buffers for those risks that 
aren't sufficiently covered under Pillar 1.  

The Pillar 2 requirements were stable, the changes in total requirements were mainly caused by 
countercyclical buffer, which increased by 0.25% in March of 2025. 

 

Capital Adequacy Requirements in Lari

Minimum Requirements Ratios Amounts (GEL) Ratios Amounts (GEL)
1 Pillar 1 Requirements

1.1 Minimum CET1 Requirement 4.50% 71,866,404           4.50% 68,079,505           
1.2 Minimum Tier 1 Requirement 6.00% 95,821,872           6.00% 90,772,673           
1.3 Minimum Regulatory Capital Requirement 8.00% 127,762,496         8.00% 121,030,231         
2 Combined Buffer

2.1 Capital Conservation Buffer * 2.50% 39,925,780           2.50% 37,821,947           
2.2 Countercyclical Buffer 0.50% 7,985,156              0.25% 3,782,195              
2.3 Systemic Risk Buffer 0.00% -                          0.00% -                          
3 Pillar 2 Requirements

3.1 CET1 Pillar 2 Requirement 4.82% 76,965,806           4.84% 73,283,496           
3.2 Tier 1 Pillar2 Requirement 5.96% 95,254,767           5.98% 90,447,784           
3.3 Regulatory capital Pillar 2 Requirement 7.47% 119,319,190         7.47% 113,032,375         

Total Requirements
4 CET1 12.32% 196,743,145         12.09% 182,967,142         
5 Tier 1 14.96% 238,987,575         14.73% 222,824,599         
6 Total regulatory Capital 18.47% 294,992,622         18.22% 275,666,747         

31/12/2025 31/12/2024
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5 Balance sheet 

 
Table 5 

The balance sheet reflects the following significant movements: 

• Total Assets increased by GEL 293.9m.  
• Customer funds increased by GEL 207.3m.  
• Net loan portfolio increased by GEL 67.8m. 
• Borrowings were increased by GEL 36.4m.  
• High liquid assets were increased by GEL 166.5m. 
• Capital increased by GEL 10.1m, while subordinated debt increased by EUR 6m and USD 7m. 

As the figures are presented in local currency, it is important to mention that comparing 31/12/2024 and 
31/12/2025 local currency depreciated against EUR by 8.1%, while GEL appreciated against USD by 4.4%. 
This effects the absolute figure representation in the Balance Sheet in GEL.  

Balance Sheet in Lari

ASSETS GEL FX  Total GEL FX  Total 

Cash on hand 16,163,242     41,989,651        58,152,894        13,888,822     33,683,623        47,572,444        
Casha balances with National bank of Georgia 80,143,712     296,090,943      376,234,655      41,808,315     224,531,310      266,339,625      
Cash balances with other banks 649,593         226,062,768      226,712,361      30,007,585     150,684,209      180,691,794      
Financial assets held for trading -                   -                -                   -                   
Equity instruments 642,023         642,023            139,528         -                   139,528            
Debt securities 149,987,333   149,987,333      90,490,012     -                   90,490,012        
Loans and advances 512,711,372   871,859,528      1,384,570,900   472,189,266   844,607,737      1,316,797,003   
Investments in subsidiaries, joint ventures and associates 9,678,463       9,678,463          9,500,057       -                   9,500,057          
Property, Plant and Equipment 44,799,893     44,799,893        43,568,144     -                   43,568,144        
Investment property 3,989,420       3,989,420          4,131,506       -                   4,131,506          
Other intangible assets 4,235,156       4,235,156          2,152,154       -                   2,152,154          
Current tax assets 1,376,803  1,376,803          4,292,621       -                   4,292,621          
Other assets 4,026,794       360,936            4,387,730          4,357,699       794,072            5,151,771          

TOTAL ASSETS 828,403,806   1,436,363,826   2,264,767,631   716,525,709   1,254,300,951   1,970,826,659   

LIABILITIES

Financial liabilities held for trading -                -                   -                -                   -                   
Deposits 493,772,058   1,021,218,043   1,514,990,101   387,405,599   920,270,989      1,307,676,588   
borrowings 4,985,692       347,993,010      352,978,702      9,963,905       306,599,384      316,563,289      
Other financial liabilities 1,337,577       3,959,631          5,297,208          901,662         4,438,173          5,339,836          
Provisions 783,369         1,848,872          2,632,241          1,085,627       1,706,402          2,792,028          
Current tax liabilities -                   -                -                   -                   
Deferred tax liabilities 2,574,347       2,574,347          2,288,450       -                   2,288,450          
Subordinated liabilities 60,819,389        60,819,389        -                20,795,035        20,795,035        
Other liabilities 69,173           7,579                76,752              94,727           3,928                98,655              
TOTAL LIABILITIES 503,522,216   1,435,846,525   1,939,368,741   401,739,970   1,253,813,912   1,655,553,882   

Equity

Ordinary share 112,482,805   112,482,805      112,482,805   -                   112,482,805      
Share premium 72,117,570     72,117,570        72,117,570     -                   72,117,570        
Retained earnings 140,396,519   140,396,519      130,672,403   -                   130,672,403      
TOTAL EQUITY 325,398,890   -                   325,398,890      315,272,777   -                   315,272,777      
TOTAL EQUITY AND TOTAL LIABILITIES 828,921,106   1,435,846,525   2,264,767,631   717,012,748   1,253,813,912   1,970,826,659   

31/12/2025 31/12/2024
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6 Income statement 

 

Table 6 

The comparison of income statements between 2024 and 2025 shows that net income has decreased from 
GEL 32.3m to GEL 28.7m.  

The main factors which influenced income and expenses are: 

• The total interest income increased by GEL 15.6m, the increase was mainly caused by increase in loan 
portfolio. The bank’s interest income mainly represents financing of medium and small sector loans. At 
the same time interest expenses increased by GEL 14.1m. Change was caused by increase in 
customer funds, most of which was in interest sensitive products, increased staff expenses by GEL 
3.7m were also a contributing factor in general decrease of net profit by GEL 3.6m. 
 

7 Corporate governance 

7.1 Shareholder structure 
ProCredit Holding AG owns 100% of ProCredit Bank’s shares. 

ProCredit Holding AG has the legal form of a stock corporation (AG). The legal form changed from AG & 
Co. KGaA (partnership limited by shares) to AG (stock corporation) in 2023. The Management Board of 
ProCredit Holding AG is responsible for managing the company in accordance with the requirements 
established in the law and in the internal rules of procedure for the Management Board of ProCredit Holding 
AG, as defined by its Supervisory Board. Key decisions of the group are approved by the supervisory board 
of the ProCredit Holding AG. The General Meeting of Shareholders is the highest authority in decision-
making. 

Income statement in Lari

GEL FX  Total GEL FX  Total 
Interest income 73,968,389             73,335,344             147,303,734           67,492,506             64,213,655             131,706,161           

Financial assets at amortised cost 73,968,389             73,335,344             147,303,734           67,492,506             64,213,655             131,706,161           
Other assets -                        -                        -                        -                        

(Interest expenses) (26,486,046)            (44,831,972)            (71,318,017)            (20,846,035)            (36,331,073)            (57,177,108)            

(Financial liabilities measured at amortised cost) (26,436,112)            (44,602,169)            (71,038,281)            (20,846,035)            (36,331,073)            (57,177,108)            
(Other liabilities) (49,933)                  (229,803)                (279,736)                -                        -                        -                        

Dividend income -                        -                        42,799                   42,799                   
Fee and commission income 7,843,136              4,927,938              12,771,074             7,998,190              4,738,656              12,736,846             
(Fee and commission expenses) (909,753)                (8,589,942)             (9,499,695)             (1,045,115)             (8,806,196)             (9,851,311)             
Exchange differences [gain or (-) loss], net 12,814,988             12,814,988             16,496,498             -                        16,496,498             
Gains or (-) losses on derecognition of non-financial assets, net 194,147                 194,147                 95,922                   -                        95,922                   
Other operating income 3,226,484              163,776                 3,390,260              3,103,744              150,097                 3,253,841              
(Other operating expenses) (1,694,203)             (5,576)                    (1,699,779)             (1,393,078)             (8,032)                    (1,401,110)             

(Administrative expenses) (55,148,735)            (5,209,633)             (60,358,367)            (53,901,641)            (3,890,072)             (57,791,713)            
(Staff expenses) (25,544,959)            (25,544,959)            (21,976,530)            -                        (21,976,530)            

(Other administrative expenses) (29,603,775)            (5,209,633)             (34,813,408)            (31,925,111)            (3,890,072)             (35,815,183)            
(Depreciation and amortisation) (5,507,035)             (5,507,035)             (4,991,557)             -                        (4,991,557)             

Modification gains or (-) losses, net (964,751)                (964,751)                (635,705)                -                        (635,705)                
(Provisions or (-) reversal of provisions) (7,246)                    10,818                   3,573                     1,371,940              14,407                   1,386,347              

(Impairment or (-) reversal of impairment on financial assets not 
measured at fair value through profit or loss) (782,557)                6,892,504              6,109,947              (3,210,714)             6,547,397              3,336,683              

(Impairment or (-) reversal of impairment on non-financial assets) (998,203)                (998,203)                (7,310)                    -                        (7,310)                    
PROFIT OR (-) LOSS BEFORE TAX 5,548,616              26,693,258             32,241,874             10,527,644             26,671,639             37,199,284             
(Tax expense or (-) income (3,517,757)             (3,517,757)             (4,864,069)             -                        (4,864,069)             
Profit  or (-) loss after tax 2,030,859              26,693,258             28,724,117             5,663,575              26,671,639             32,335,214             

Statement of profit or loss 31-12-25 31-12-24
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The rights, tasks and responsibilities of the management authorities are stipulated in the charter of the 
bank, final amendments to which are approved at the Shareholders’ meeting on 7 February 2025. 
 
The shareholders of the bank carry out their execution rights and decision-making on the General Meeting 
of Shareholders. The General Meeting of Shareholders reviews and discusses reports about the bank’s 
activities provided by the Supervisory Board of the bank, approves the audited annual financial statements 
of the Bank, makes decisions regarding profit distribution, provisioning, capital increase/decrease and 
selling of assets.  

The General Meeting of Shareholders is authorized to free the members of the Supervisory Board of the 
bank with simple majority of votes. 

Table 7 

7.2 Supervisory Board of ProCredit Holding 
The bank’s immediate and ultimate parent company is ProCredit Holding AG. 

ProCredit Holding AG (“ProCredit Holding”) is a company listed on the Frankfurt Stock Exchange, which 
places emphasis on transparent corporate governance and open communication with all stakeholders. This 
approach and its development-oriented mission are supported by its international shareholders. The values 
upon which we have successfully built the ProCredit Group include personal integrity and commitment, 
social responsibility and tolerance, open communication and transparency, as well as high professional 
standards. These principles pervade all aspects of how the ProCredit Group is governed. Corporate 
Governance is an important part of the ProCredit Holding management, details can be seen in 2025 
Corporate Governance Statement (https://www.procredit-holding.com/wp-content/uploads/2026/03/2025-
Corporate-governance-statement.pdf).  

The Supervisory Board of ProCredit Holding (the “Supervisory Board”) has eight members.  The 
responsibilities of the Supervisory Board are defined in the German Stock Corporation Act (Aktiengesetz – 
“AktG”) and German Banking Law (specifically Kreditwesengesetz – KWG § 25d).  

The main function of the Supervisory Board is the supervision of the management of ProCredit Holding.  

The composition of the Supervisory Board and its Internal Rules of Procedure generally reflect the 
requirements of Article 25d of the German Banking Act (Kreditwesengesetz – “KWG”) and the relevant 
provisions of the German Corporate Governance Code.  

The members of the Supervisory Board must, in particular, be reliable and must possess the necessary 
specialist knowledge required to perform their control function properly and to assess and monitor the 
business operations conducted by the Company, and they must devote sufficient time to the performance 
of their duties; they must as a whole be familiar with the sector in which the Company operates. The 
Supervisory Board has determined that its members shall include persons who, in addition to a sound 
knowledge of banking, also have the following attributes: 

List of Shareholders owning 1% and more of issued capital, indicating Shares 

ProCredit Holding AG 100%

List of bank beneficiaries indicating names of direct or indirect holders of 5% or more of shares

Zeitinger Invest GmbH 18.3%
KfW - Kreditanstalt für Wiederaufbau 13.2%
DOEN Participaties BV 12.5%
EBRD - European Bank for Reconstruction and Development 8.7%

https://www.procredit-holding.com/wp-content/uploads/2026/03/2025-Corporate-governance-statement.pdf
https://www.procredit-holding.com/wp-content/uploads/2026/03/2025-Corporate-governance-statement.pdf
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• a good understanding of and interest in the group’s core business 

• time and interest to travel to the region to understand and assess the operations of ProCredit subsidiaries, 
and ideally serve on at least one supervisory board of a subsidiary 

• a good understanding of and interest in development finance and sustainability aspects 

• at least one member should have professional experience in South Eastern and Eastern Europe 

All members should have sufficient knowledge of financial analysis and risk aspects of banking. 
Furthermore, since the Company’s shares are listed on the Frankfurt Stock Exchange, a general 
understanding of capital markets is valuable. 

The Supervisory Board believes that it complies with the specified concrete objectives regarding its 
composition. 

The Supervisory Board respects diversity when proposing members for appointment to the Supervisory 
Board. The ProCredit Holding Disclosure Report (https://www.procredit-holding.com/wp-
content/uploads/2026/04/2025-Disclosure-Report.pdf) outlines how members of the Supervisory Board are 
appointed by the Annual General Meeting of Shareholders, with consideration given to the balanced and 
comprehensive knowledge, skills and experience of all Supervisory Board members and taking account of 
the requirements established in Section 25d KWG. 

The Supervisory Board of ProCredit Holding typically takes no decisions which relate directly and 
specifically to ProCredit Bank Georgia. The role of the Supervisory Board is to supervise the Management 
of ProCredit Holding in the context of the overall performance and risk profile of the ProCredit Group.  At 
the group level, Management reports to the Supervisory Board on the business and risk strategies of the 
group at least once per year and routinely reports on the status of implementation of the strategies. The 
Supervisory Board is regularly updated regarding group’s performance and risk level All ProCredit banks 
operate within the tight business and risk management framework thereby set by ProCredit Holding. 

In the 2025 financial year, ten meetings of the Supervisory Board of ProCredit Holding AG were held, some 
of which were held as hybrid meetings. Four meetings were held in person with the option to participate via 
video, and one meeting was held via video with the option to attend the meeting in person. In addition, five 
meetings were held exclusively via video. Six written votes were held in the 2025 financial year. . In addition, 
there were four meetings of the Risk Committee, five meetings and one circulated written vote of the Audit 
Committee, five meetings of the Remuneration Control Committee and 18 meetings of the Nomination 
Committee of the Supervisory Board of ProCredit Holding AG. 

The Supervisory Board examines the efficiency and effectiveness of its activities on a regular basis, and at 
least once in every calendar year. 

7.3 Supervisory Board of the bank 
The bank’s business activities are supervised by the Supervisory Board, whose members are appointed by 
the General Meeting of Shareholders. For good reason, members of the Supervisory Board may be freed 
at any time by the General Meeting of Shareholders. Members of the Supervisory Board may not be at the 
same time bank's employees. 

At least one third, but not less than 2 (two) members of the Supervisory Board should be independent 
members. As of December 2025, 80% of the board members are independent. The independence of the 
Supervisory Board members is assessed according to the requirements of the Corporate Governance Code 
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and the appointment of each board member is agreed with the NBG. The knowledge, experience and 
expertise of the board members give the board the possibility to execute its functions without any obstacle. 
These aspects are taken into consideration whenever appointing board member. The information regarding 
the delegation of duties and other details can be seen in the charter of the bank. 

Based on ¾ of present votes, the Supervisory Board defines the bank's business and risk strategies, 
approves policy guidelines, approves the annual business plan (including the annual operating budget) 
presented by the Board of Directors of the bank, discusses and approves the business operations report 
presented by the Board of Directors during the financial year and prepares the bank's annual financial report 
for submitting to the Shareholders’ General Meeting. 

Based on its discretionary right, the Supervisory Board appoints and releases the members of the Board of 
Directors of the bank at any time. The Supervisory Board appoints and dismisses the members of the Audit 
Committee. 

The Supervisory Board makes decisions on sources for refinancing of the bank, issuance of bonds, loans 
from international financial institutions. The Supervisory Board delegates the relevant decisions regarding 
the borrowings to the Board of Directors of the bank. 

The Supervisory Board approves the policy on conflict of interests and changes in policy. The Supervisory 
Board approves any transaction, which is permitted by the Georgian legislation, between the bank and a 
member of the Board of Directors or a member of the Supervisory Board. Members of Supervisory Board 
of PCB Georgia are presented in the table below as of December 2025. 

Members of Supervisory Board Independence status 
Marcel Sebastian Zeitinger 

Non-Independent Chairperson 
Rainer Peter Ottenstein 

Independent member 
Nino Dadunashvili 

Independent member 
Hubertus Petrus Maria Knapen (Ben) 

Independent member 
Tamar Zhizhilashvili 

Independent member 
Table 8 

The term of membership of the Bank's Supervisory Board is fixed for a period of 3 years or a shorter-term 
which is determined by the General Meeting of Shareholders. It is possible to re-appoint a member of the 
Supervisory Board. However, the termination is only in force when a new candidate is appointed. Upon the 
dismissal of a member of the Supervisory Board, the candidate shall be appointed before the next meeting 
of the Supervisory Board. 
 
The Supervisory Board appoints the chairperson from its members by a simple majority of votes. The 
chairperson is appointed for the same term as a member of the Supervisory Board. The Chairman of the 
Supervisory Board can be re-elected. 
 
The Supervisory Board meetings are held at least once a quarter. At the Supervisory Board meeting, the 
quorum is composed of at least two thirds of the Supervisory Board members. Decisions on the Supervisory 
Board meetings are considered by a simple majority of votes presented. The decisions made by the 
Supervisory Board shall be summarized by a bank representative or a member of the Supervisory Board, 
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which is signed by the Chairman of the Supervisory Board after consideration. The minutes of the 
Supervisory Board meetings are available to the shareholders for a review. 
 
At the Supervisory Board meetings, the Board of Directors present and discuss pre-agreed issues, including 
but not limited to loan portfolio development and customer funds, other funding sources, loan portfolio 
quality and other key risk indicators, key financial indicators, overview of banking products and market 
trends. 
 
The bank has established two committees at the Supervisory Board level, as required by the Corporate 
Governance Code: Audit Committee and Risk Management Committee. 
 
The Audit Committee follows and controls the Bank's business. It is serving as an independent and objective 
party to monitor the bank’s risk management processes and internal control systems and rendering 
assistance and support to internal and external auditors in their activity. The committee can advise the 
board with respect to the bank’s risk management matters, and it assists the Supervisory board in fulfilling 
its oversight responsibilities with regard to risk management, internal control systems and compliance. 
 
 The Audit Committee consists of at least three members. The composition of the Audit Committee as of 
December 2025 is as following: 
 

• Nino Dadunashvili – Chairperson of the committee and independent member of the Supervisory 
Board (independent member) 

• Rainer Peter Ottenstein – Independent member of the Supervisory Board (independent member) 
• Marcel Sebastian Zeitinger - Chairperson of the Supervisory Board 
• Tamar Zhizhilashvili, Member of the Supervisory Board (independent member) 

 

The Risk Management Committee monitors and controls the Bank's risk management framework. The 
Committee is responsible for submitting the relevant recommendations and suggestions to the Supervisory 
Board of the bank in connection with the current and future risk appetite of the bank, reviewing risk 
strategies for aggregate risks as well as for individual risks, monitoring the bank’s risk culture and 
effectiveness of risk management, discussing different stress scenarios, etc.  
 
The Risk Management Committee consists of at least three members. The composition of the Risk 
Committee as of December 2025 is as following: 
 

• Rainer Peter Ottenstein – Chairperson of the committee and independent member of the 
Supervisory Board (independent member) 

• Nino Dadunashvili – Independent member of the Supervisory Board (independent member) 
• Marcel Sebastian Zeitinger - Chairperson of the Supervisory Board 
• Tamar Zhizhilashvili, Member of the Supervisory Board (independent member) 

 
The committee meetings are held at least once a quarter. At the committees, the quorum is composed of 
at least two thirds of the committee members. 
 
In 2025, 4 Audit and 4 Risk Management Committee meetings were held. Quorum was reached on every 
meeting.  
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The Supervisory Board conducts a self-assessment on an annual basis, while an external assessment is 
performed at least once every three years, in line with corporate governance requirements.  
 
The most recent self-assessment covered key areas, including governance, risk management, decision-
making processes, and management oversight. The exercise incorporates both individual and collective 
aspects of the Board, with the objective of evaluating the overall effectiveness and efficiency of its activities. 
The outcome of the assessment was overall positive. 
 
In 2026, an external review and performance assessment of the Supervisory Board of ProCredit Bank 
Georgia was conducted by PwC against the requirements of the Corporate Governance Code of the 
National Bank of Georgia. The results of the external assessment were also positive. The Supervisory 
Board has reviewed the recommendations provided and agreed on corresponding actions, with 
implementation of the identified measures planned for 2026. 
 
 

 

7.4 Board of Directors of the bank 
The Board of Directors of the bank leads and performs activities related to the daily functioning of the bank 
in accordance with the business strategy defined by the Supervisory Board. 
The members of the Board of Directors are appointed and dismissed by the Supervisory Board at any time 
by its discretion. 

As of December 2025, the Board of Directors of the bank was officially represented by 4 (four) Directors. 
The Board of Directors shall make decisions by a simple majority of votes presented. The Board of Directors 
shall be appointed for a maximum period of four years or a shorter term which the Supervisory Board 
defines, with the right to re-appointment. Members of Board Directors of PCB Georgia are presented in the 
table below as of December 2025. 

 

Members of Board of Directors 

Alex Matua 

Zeinab Lomashvili 

Elene Tsintsadze 

Ketevan Burduli1 

 
Table 92 
 
Members of the Board of Directors meet the requirements of the Law of Georgia on "Activities of 
Commercial Banks" (Criteria for the Shareholders and Administrators of Commercial Banks) as well as the 
requirements set in the order of the President of the National Bank of Georgia 50/04 "Requirements for 
Administrators of Commercial Bank" (the Criteria for the Administrators of Commercial Banks). The 

 
1 As of January 2026, Ketevan Burduli left the bank. The responsibilities were redistributed among the rest of the management board members. 
2 Additional information about the members of the Board of Directors of ProCredit Bank is presented on the Bank’s web site: www.procreditbank.ge. 
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members of the Board of Directors have years of experience working in various departments in the bank. 
Each director has completed a full course of ProCredit Academy Management (Furth, Germany). 

The Board of Directors delegates fulfillment of certain tasks within the scope of its competence, taking into 
consideration allocation of liability to the Bank's employees, if this does not contradict the legislation of 
Georgia.  

The Bank operates a system of responsibility delegation, which is regularly monitored through the 
committees operating in the bank. Committees in the Bank are held according to the regularity established 
for the respective committee. Committees for general risks, compliance and anti-money laundering, human 
resources management, credit portfolio analysis and management, loan loss provision management, credit 
management, asset and liability management, and environmental management are functioning in the bank. 
At least 2 members of the Board of Directors are present at the committees. Attendance of the member of 
the Board of Directors which is responsible for the specific field is obligatory. 

Members of the board of directors of the bank are responsible for the specific areas of their education and 
professional experience. Table below represents the information as of December 2025. 

 
Table 10 
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7.5 Flow of information concerning risk 
The Management of the bank is provided with regular daily, monthly and quarterly risk reports in a timely 
manner after the respective reporting date. Furthermore, escalation mechanisms and ad-hoc reporting are 
implemented in the event of new risks, non-compliance with existing limits or, for known risks, in case of a 
significant increase in the probability of occurrence or the loss amount. 

The Management of ProCredit Bank works closely together with the Supervisory Board to achieve the goals 
of the company. The Management reports to the Supervisory Board in a regular, timely and complete 
manner concerning all matters which are of particular significance for the bank. This includes all relevant 
issues in regard to planning, business development, the risk situation, risk management and compliance. 
Information which is of material importance from a risk point of view is provided without delay to the 
Supervisory Board, independent of the regular quarterly reports on the risk situation. The Management of 
the bank and the Supervisory Board determine the strategic orientation of the company in consultation and 
discuss at regular intervals regarding the implementation status of the strategy. The Supervisory Board 
must be informed of any changes in the management of risk control function, in the internal audit function 
or in the compliance officer position. 

8 Risk management 

8.1 Risk strategy 
The ProCredit Bank’s risk strategy and business strategy are updated annually. While the business strategy 
lists the objectives of the bank for all material business activities and presents measures to be taken to 
achieve them, the bank’s risk strategy addresses the material risks arising from the implementation of the 
business strategy and defines the objectives and measures of risk management. The risk strategy is broken 
down into strategies for all material risks in the bank. The risk and business strategies are approved by the 
Supervisory Board.  

An informed and transparent approach to risk management is a central component of ProCredit’s socially 
responsible business model. This is also reflected in our risk culture, resulting in decision-making processes 
that are well-balanced from a risk point of view. The Code of Conduct, which is binding for all staff, plays a 
key role in this respect as it describes these principles.  

In accordance with our simple, transparent and sustainable business strategy, our risk strategy is a rather 
conservative one. By following a consistent group-wide approach to managing risks, the aim is to ensure 
that the liquidity and capital adequacy of the bank continues to be appropriate at all times no matter if 
external conditions are volatile, as well as to achieve steady results.  

The principles of our business activity, as listed below, provide the foundation for our risk management. 
The consistent application of these principles significantly reduces the risks to which the bank is exposed.  

The Bank will focus on its core client groups, micro, small and medium-sized business clients and will 
serve retail clients. 
Through our business activities we aim to sustainably provide a return on investment for our shareholders 
while making a contribution to economic, social and ecological development. Our business strategy is 
based on long-term relationships with our clients and staff as well as a conservative approach to risk. The 
Bank does not engage in speculative lines of business. 
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Accountability is part of our culture. Sustainable behavior is therefore essential for us, and we want our 
activities to make a positive, lasting contribution to the environment and to society. We coordinate our 
actions using a comprehensive environmental management system. Accordingly, we analyze the 
environmental impact of both our own activities and those of our clients. During this process, we promote 
green investments projects, especially in energy efficiency and renewable energy. 
 
In the following years, the Bank will continue to consolidate its position in the market as the bank for 
MSMEs and a Bank with competitive services and prices for private clients by focusing on the following 
main pillars: 
 

- highly professional staff, trained to better understand, serve and analyze clients in an efficient 
manner. 

- Further investments in digitalization enable us to become a viable option for transactional 
private clients with savings potential, but also for those wishing to invest by providing them 
housing or investment loans. 

 
Responsible banking is characterised by long-term relationships not only with clients, but also with staff. 
This is why we select our staff very carefully and have invested heavily in staff training over many years. 
Besides high levels of technical professionalism, the result of our training efforts is above all an open and 
transparent communication culture. From a risk perspective, well-trained employees who are accustomed 
to voicing their opinions openly are an important factor for managing and reducing risk. 

Key elements of risk management 

Risk management comprises identifying, quantifying, managing, monitoring, controlling and reporting risks. 
In managing risks, the ProCredit Bank takes account of the respective regulations of the National Bank of 
Georgia, of the “Minimum Requirements for Risk Management” (MaRisk) stipulated by the German 
regulator, of relevant publications by national and international regulatory authorities and of our knowledge 
of the market acquired over many years. The mechanisms designed to hedge and mitigate risks are 
monitored regularly to ensure their appropriateness and effectiveness, and the procedures and methods 
used to manage risks are subject to ongoing further development. The key elements of risk management 
in the ProCredit Bank are presented below. 

• ProCredit Bank applies a single common risk management framework, which is based on group-
wide minimum standards and incorporates requirements set by the National Bank of Georgia. The 
risk management policies and standards are approved by the Management of ProCredit Bank and 
are updated regularly. These specify the responsibilities and establish minimum requirements for 
managing, monitoring and reporting.  

• All risks assumed are managed by ensuring at all times an adequate level of regulatory and internal 
capital of the bank. 

• The annually conducted risk inventory ensures that all material and non-material risks are identified 
and, if necessary, considered in the strategies and risk management processes. 

• Early warning indicators (reporting triggers) and limits are set and monitored for all material risks.  
• Recovery plan, which is in force from 2021, monitors liquidity risk, credit risk, capital adequacy and 

profitability. The document gives possible plans of actions granted that the triggers are breached. 
• Regular stress tests are performed for all material risks; stress tests are carried out for each individual 

risk category as well as across all risk categories. 
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• Regular and ad hoc reporting is carried out on the risk profile, including detailed descriptions and 
commentaries. 

• Monitoring and control of risks and possible risk concentrations is carried out using comprehensive 
analysis tools for all material risks.  

• The effectiveness of the chosen measures, limits and methods is continuously monitored and 
controlled.  

• All new or significantly changed services undergo a thorough analysis before being used for the first 
time (New Risk Approval process). This ensures that new risks are assessed, and all necessary 
preparations and tests are completed prior to implementation. 

These key elements of risk management in the ProCredit Bank are based on the substantial experience 
we have gained since our establishment in the country and on a precise understanding of both our clients 
and the risks we assume. Considering volatile macroeconomic and geopolitical environment, the 
diversification of our business activities, combined with our comprehensive experience, provide a solid 
foundation for us to manage these risks.  

 

8.2 Organisation of risk management and risk reporting 
Risk management in the ProCredit Bank is the overall responsibility of the Management of the Bank, which 
regularly analyses the risk profile of the bank and decides on appropriate measures.  

The Management of ProCredit Bank is supported by various committees. 

• The General Risk Management Committee (GRMC) meets quarterly and monitors the overall risk 
profile of the Bank, limit compliance and internal and regulatory capital adequacy. The Committee 
monitors the compliance with risk management framework. It supports and advises the Management 
in connection with market risks, operational risks, including fraud prevention, information and IT 
security risks, ESG risks. 

• The Assets and Liabilities Committee (ALCO) is responsible for monitoring the bank’s liquidity 
reserve and liquidity management, coordinating measures aimed at securing funding, and reporting 
on material developments in financial markets. 

• The Compliance and AML Committee meets biannually. It supports and advises the Management 
in connection with the ongoing monitoring of the Bank’s risk profile regarding money laundering and 
compliance, as well as in the adoption of suitable measures to prevent AML risks. The Committee 
is a forum for evaluating compliance risks, discussing the impact of changes in legal regulations, 
and prioritizing identified compliance risks.   

• The Credit Portfolio Analysis and Management Committee is responsible to conduct a thorough and 
comprehensive analysis of the bank’s credit portfolio quality to enable precise management of credit 
risk. 

• The Loan Loss Provisions (IFRS) and Credit Portfolio Risk Management Committee is responsible 
for coordinating and managing the development of a suitable loan loss provisioning strategy for the 
Bank, taking into account the future and expected dynamics of the credit portfolio, the development 
of the portfolio at risk, and the changes in the loan loss provisions. 

• The Credit Committee reviews the analysis, collateral assessment and composition, the legal and 
AML opinion, assesses the creditworthiness of the client, and takes credit exposure decisions with 
respective conditions and covenants. Decides on forbearance measures for credit exposures. 

• The Sustainable Development Committee meets quarterly and supports and advises the 
Management in connection with environmental impact resulted from lending activity, positioning of 
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the Bank as an environmentally and socially responsible organization and strengthening its 
reputation. 

• The HR Committee meets quarterly and is responsible for the approval of the annual staffing and 
training plan, analysing the development of the staff structure, staff turnover and the recruitment 
process, monitoring the staff assessment process and taking the appropriate action based on the 
results, annually reviewing the salaries and deciding on changes. 
 

The management at ProCredit Bank bears the responsibility of risk management. The Bank has established 
dedicated departments/units and specialised committees that address individual risks. The committees 
meet regularly and are essential bodies in the risk management process.  

Needs to be underlined that the proper implementation of risk management system is monitored by The 
Supervisory Board, which uses Risk Management and Audit committees for this purpose.  

• The Risk Committee, established at the Supervisory Board of the Bank is responsible for 
submitting the relevant recommendations and suggestions to the Supervisory Board of the Bank in 
connection with the current and future risk appetite of the Bank and monitors the Bank’s compliance 
with the risk management framework. 

• The Audit Committee, established at the Supervisory Board of the Bank, supports and advises 
the Supervisory Board in the approval of annual internal audit plans and in monitoring the timely 
implementation of measures to resolve the findings of internal and external auditors. Moreover, this 
body aims to achieve ongoing improvement in the Internal Audit Policy. 

Additionally, the PCH risk management functions support to PCB risk managers in managing their risks 
with an eye to:  

• the effectiveness of policies  
• design and monitoring of an early risk-detection systems  
• assessment of staff capacity and organisational structures 
• training and capacity building 
• working on information flows and needs 
• adjusting processes wherever necessary 

 
The bank has an effective compliance management system which is supported by our Code of Conduct 
and our approach to staff selection and training. Compliance with the Code of Conduct is compulsory for 
all staff members. The compliance and risk management functions which bear responsibility for adhering 
to national banking regulations report regularly and on an ad-hoc basis to the Management of the bank and 
to the Group’s responsible departments. Any conduct, which is inconsistent with the established rules, can 
be reported anonymously to an e-mail address established for the bank.  

Internal Audit is an independent area within the bank who functionally reports to the Supervisory Board of 
the bank via an Audit Committee, which is subordinate to and appointed by the Supervisory Board. It 
provides support in determining what constitutes appropriate risk management and an appropriate internal 
control system within the bank. Once per year, the internal audit department of the ProCredit Bank carries 
out risk assessment of bank’s activities in order to arrive at a risk-based annual audit plan. The Group Audit 
team monitors the quality of the audits conducted in ProCredit Bank and provides technical guidance.  

The Internal Audit Department audits and assesses the following:  
 

1. The viability, effectiveness, efficiency and suitability of the internal control systems;  
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2. The application, viability, effectiveness and suitability of the risk management and control systems, 
the reporting and information systems and the financial and accounting systems;  

3. The observance of existing legal and banking supervisory provisions as well as other regulations;  
4. Compliance with operational guidelines, instructions and rules;  
5. Compliance of all operational and business procedures with legal requirements and generally 

accepted standards and principles; the rules observed and the precautions taken to protect assets. 
 

In principle, the Internal Audit Department is looking at the full set of processes, using a risk-based approach 
to identify review priorities. 
  
Ad hoc audits might be undertaken as and when deemed appropriate by the Internal Audit Department. 
 
In accordance with the banking legislation, the bank undergoes an external audit on an annual basis. The 
selection of external auditor is performed through the tender procedure. Based on the recommendations 
prepared by the Tender Committee, the Supervisory Board takes the final decision on appointing an 
external auditor. 
The external audit process is always performed by experienced audit firms that are eligible and have rights 
to perform audit for financial institutions according to the Georgian law.  
In 2025 GEL 176 thousand direct fees incurred for financial audit services. The bank did not receive other 
professional services from Auditor/Auditor firms as defined in the law of Georgia on Accounting, Reporting 
and Auditing. 

In the bank, adequate processes and procedures for an effective internal control system are in place. The 
system is built around the principles of segregation of duties, dual control and, for all risk-relevant 
operations, the separation of front and back office up to the management level; Three line of defence 
structure ensures that risk management and risk control are performed independently of front-office 
functions. 

Risk management and risk controlling function of the bank is designed to define, measure, and monitor the 
risks in the operations of the bank, organise and coordinate the processes designed to control these risks 
in cooperation with the respective subdivisions of the bank. The main tasks are: 
 

1. Analysis of existing and potential risks with the purpose of developing measures, methods and 
procedures for evaluating, controlling and monitoring them; definition of the degree of the bank’s 
vulnerability to these risks; 

2. Measurement of the current risks facing the bank;  
3. Conducting market risk analysis based on the stress testing/scenario and gap analysis; 
4. Ensuring the adequate design of the early warning system if required by internal/external 

regulations and/or bank’s Management; 
5. Monitoring of risks by preparing reports for the committees, the Management and the Supervisory 

Board of the bank;  
6. Drafting decisions aimed at mitigation of risks for further consideration and approval by the Board 

of Directors and/or the respective committees of the bank; 
7. Preparation and implementation of the measures for Heads of the bank departments/units with the 

purpose of improving the risk management efficiency within the field of their responsibilities, and 
increasing the awareness of the bank’s management and employees about the banking risks 
threatening their activities; 

8. Checking compliance of branches/service points with operational rules and procedures by 
conducting on/off-site monitoring of branches/service points and preparing reports. 
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Risk positions are analysed regularly, discussed intensively and documented in standardised reports. Each 
month ProCredit Bank prepares risk reports for the Group Risk Management / bank’s ALCO; on a quarterly 
basis, summery risk reports are delivered to the Supervisory Board of the bank, Audit Committee and bank’s 
Risk Management Committees. Monitoring of risk situation and the overall risk profile of the bank is carried 
out through a review of these reports and of additional information generated by the responsible staff. If 
necessary, additional topic-specific ad-hoc reporting occurs. The aim is to achieve transparency on the 
material risks and to be aware at an early stage if potential problems might be arising. 

The risk departments of the bank report regularly to the different risk functions at ProCredit Holding, and 
the respective supervisory board is informed on at least a quarterly basis about all risk-relevant 
developments. 

 

8.3 Risk Management Framework 
 

The risk management processes of the ProCredit Bank have been designed in a suitable manner 
considering the nature, scale, complexity and riskiness of the business activities as well as the business 
strategy and the risk strategy of the bank. MaRisk, Basel Committee standards and relevant publications 
of national and international regulatory authorities are taken into account at all times during this process.  

The processes for risk management accounts for material risks defined in the risk inventory; these 
processes were found to be appropriate and approved by the Management of the bank and are subject to 
ongoing further development.  

A comprehensive set of early warning indicators (reporting triggers) and limits is used to measure, manage 
and limit risks. The limit system is the operational counterpart of the principles established in the risk 
policies. In addition to the limits for specific types of risk, e.g., limits for each borrower, limits for all material 
risks are set in the framework of the internal capital adequacy calculation. Ongoing monitoring is performed 
to identify potential concentrations within risk categories or between risk types; if necessary, decisions are 
taken on measures to reduce any risk concentrations.  

Key risk indicators, which provide a comprehensive overview of the risk profile of the bank, are presented 
in the individual sections of the Pillar 3 report on the material risks and in the explanations regarding capital 
adequacy. 
 
In the Risk Management Framework the Bank defines overall risk profile as well as individual risk areas 
that are significant for the Bank and need to be assessed constantly.  
 
The risk profile of the Bank is represented by the risks to which the Bank is exposed in relation to the risk 
appetite assumed by the Bank’s Supervisory Board/Management Board within the decisional process, 
business and risk strategies.  
 
The Bank’s activity shall be carried on observing at all times the principle that the institution should not take 
more risk than it is able to bear. Consequently, the risk management considerations shall prevail to business 
considerations as long as the capital of the Bank is not adequate to cover the potential losses. Therefore, 
the Supervisory Board defines the risk profile of the Bank, including the level of capital needed to cover the 
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various risks and acceptable risk levels for the significant risks, which define the overall risk appetite of the 
Bank. The risk profile is defined for each significant risk and the Supervisory Board establishes the 
acceptable risk levels for the individual risk exposures. The Bank assesses its risk profile using five 
categories from low to high. 
 
The Supervisory Board defines acceptable risk levels assumed for each of the significant risks defined in 
the Risk Management Framework. 

The individual risk profiles assessment is performed using a set of risk profile indicators.  

If the Bank’s individual risk profile levels fall into a category which exceeds the acceptable risk level for that 
particular risk, the Bank shall take the necessary measures in order to bring back the Bank’s risk profile 
level to the approved target. 

Individual risk indicators are set considering the NBG and BaFin requirements and the bank’s assessment 
of its capacity to handle specific risks. All of these indicators are observed constantly by the bank, either 
daily, monthly or quarterly, therefore they are the integral part of the bank’s operations and decision-making. 

In the Risk Management Framework, the Supervisory Board also defines the risk appetite and risk tolerance 
for the Bank. 

The Bank’s risk appetite is translated into the corroboration of the results related to the individual risk profile 
levels. This result should be seen as the Bank’s overall risk profile, whose level should be in line with the 
Bank’s risk appetite.  Each significant risk has been assigned a certain weight according to its importance 
in the overall risk management framework according to the Bank’s business model.  The risk appetite is 
describing the Bank’s strategy to not assume excessive exposures to the significant risks, limiting this 
exposure through the limits established for key risk indicators or through reporting triggers established for 
the early warning indicators. 

Risk tolerance is defined as the Bank’s capacity to accept the risks which is exposed, at that extent up to 
which will still be able to continue its business. 

Under the Bank’s framework and in line with the previously defined concepts of risk profiles and risk 
appetite, the risk tolerance is assumed by the Supervisory Board as being the range exceeding the risk 
appetite. The range defined and assumed for risk tolerance represents the maximum room in which the 
bank’s overall risk profile could be situated in order for the Bank to continue the business on a sound and 
healthy basis. 

 

9 Credit risk  

The ProCredit Bank defines credit risk as the risk that losses will be incurred if the party to a transaction 
cannot fulfil its contractual obligations at all, not in full or not on time. Within overall credit risk we distinguish 
between customer credit risk and counterparty risk (including issuer risk). Credit risk is the most significant 
risk facing the ProCredit Bank, and customer credit exposures account for the largest share of that risk.  
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9.1 Customer credit risk  

9.1.1 Strategy and principles 
The key objectives of our credit risk management are to achieve high loan portfolio quality, low risk 
concentrations within the loan portfolio and appropriate coverage of credit risks with loan loss provisions. 
For our lending operations with clients, we apply the following principles: 

• intensively analysing the debt capacity of credit clients (the bank doesn’t apply any scoring model) 
• carefully documenting credit risk analyses and processes conducted during lending operations, 

ensuring that the analyses performed can be understood by knowledgeable third parties 
• strictly avoiding over-indebtedness of bank’s clients by using a credit rating (risk classification) 

system that provides a thorough assessment of a borrower’s creditworthiness, which is essential for 
understanding their ability to meet financial commitments. 

• building a personal and long-term client relationship and maintaining regular contact 

• strictly monitoring the repayment of credit exposures 
• customer-oriented, intensified loan management in the event of past due loans 
• collateral collection in the event of insolvency 

The bank’s framework for managing customer credit risk is presented in the relevant policies and standards. 
The policies define, among other things, the responsibilities for managing credit risk at the bank level, the 
principles for organising lending business, the principles of granting loans, and the framework for evaluating 
loan collateral. The standards contain detailed explanations of the bank’s lending operations with business 
clients and private clients and of the range of credit facilities offered. They also set forth rules for 
restructuring, risk provisioning and write-offs. Thus, the policies and standards define risk-mitigating 
measures for the pre-disbursement phase (credit risk assessment) and the post-disbursement phase (e.g. 
regular monitoring of the financial situation, review of early warning indicators, and both intensified and 
problem loan management).  

The ProCredit Bank divides its credit exposures into four categories: very small, small and medium-sized 
business credit exposures and credit exposures to private clients. Depending on the client category to which 
the respective credit exposure is assigned, different credit risk assessment processes are applied. These 
processes differ from one another in terms of the following attributes: degree of segregation of duties, type 
of information that provides the basis for the credit analysis, criteria for credit decisions, and collateral 
requirements. A strict separation of front- and back-office functions up to the management level is applied 
for risk-relevant credit exposures.  

The decision-making process at PCBG ensures that all credit decisions are taken by the respective 
committee and within approval limits that reflect the experience of the decision-makers. Decisions on all 
credit exposures are taken by the respective committees and, in exceptional cases or above the country 
limit, by the supervisory board. 
 
The experience PCBG has gained in its challenging operating environment has shown that a thorough 
creditworthiness assessment constitutes the most effective form of credit risk management. The key criteria 
for credit exposure decisions are based on the financial situation of the client, supplemented by a review of 
liquid funds and an assessment of the creditworthiness of the client.  
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Collateral serves as protection for ProCredit from losses due to a borrower’s default. In particular, for Small 
and Medium credit exposures to business clients, the credit exposure must be adequately collateralised. 
The degree to which a credit exposure may be uncollateralised is primarily based on the amount and the 
term of the credit exposure and on the risk classification of the client. Depending on the riskiness and the 
term of the exposure, loans may also be issued without being fully collateralised. As a general rule, credit 
exposures with a higher risk profile and extended maturity are covered with collateral security, mostly 
through mortgages. 

In order to efficiently monitor performing exposures and prevent a deterioration in credit quality, the bank 
implemented appropriate internal procedures and reporting rules to identify and manage exposures with a 
potential increase of credit risk at an early stage. The earlier the bank becomes aware of information 
indicating a potential credit risk deterioration, the higher the probability that the bank will be able to take 
timely action and potentially avoid a credit default or at least minimise the financial impact. Early detection 
of risk is a process to support the management of the Performing loan portfolio (i.e. the Business 
Department, BCAs and Branch Managers) by identifying exposures with a potential credit risk deterioration 
at an early stage, assessing them and taking the required action. Early warning signs do not necessarily 
indicate a realised increase in credit risk, but they help to identify the characteristics that exposures with a 
potential for increased credit risk typically exhibit. 

To assess credit risk effectively, the Bank has established a robust system of Key Risk Indicators (KRIs), 
utilizing a traffic light system that provides a clear and actionable view of potential risks. This system is 
focused on three primary areas: portfolio quality, risk mitigation measures, and concentration risk. 

The portfolio quality KRI evaluates the performance of the loan portfolio, considering factors such as the 
share of underperforming, default, watchlist, and restructured exposures, as well as write-offs and the 
overall cost of risk. The mitigation measures KRI examine the effectiveness of strategies designed to reduce 
or offset potential credit losses, including the non-performing loan (NPL) coverage ratio and collateralization 
levels. The concentration risk KRI monitors exposure to specific sectors, high environmental risks, foreign 
exchange composition, and the concentration of top exposures. 

As of December 2025, the majority of KRIs are in the green zone, confirming that credit risk is assessed as 
low, with a stable outlook. 

Once a higher risk of default is detected for a credit exposure, it is placed under intensified management. 
This centres on close communication with the client, identification of the source of higher credit default risk 
and close monitoring of the client’s business activities. Decisions on measures to reduce the credit default 
risk for individual credit exposures are taken by the authorised decision-making bodies for the credit 
exposures in question.  

Credit exposures under problem loan management include all exposures which are categorised as 
defaulted. Decisions on how to deal with problem credit exposures are taken after a thorough analysis of 
the client’s economic situation, if feasible, and a written proposal. Problem credit exposures consist of 
exposures in recovery and exposures under legal proceedings, in accordance with the respectively defined 
strategies. A concept for successful recovery (repayment or healing and return to non-default) should be 
laid out by the client and followed up on in terms of progress and impact. If the bank decides to execute 
collateral as part of problem loan management, an action plan for the execution of collateral is documented 
in the respective committee decision. The action plan include the planned/expected time period needed for 
the enforcement and sale of the collateral. As part of the monitoring of loans under problem management, 
i.e. non-performing exposures, the bank regularly assesses the recoverability of exposures, specifically 
those with prolonged arrears and longer periods in default. 
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In the area of portfolio analysis, the Bank systematically analyses multiple key factors that affect both the 
performance and overall risk profile of its credit portfolio. This process involves a detailed assessment of 
the macroeconomic environment, where global and local economic trends are carefully analyzed to 
determine their potential impact on credit risk exposure. The bank also analyses credit portfolio 
development by segment and currency, credit portfolio structure and quality by economic sectors, 
competitive analysis, asset quality indicators, cost of risk, reclassifications, limits related to concentration 
risks, write offs and recoveries, repossession process and other ad-hoc analyses of the events that 
influence portfolio quality providing a comprehensive view of its stability. 
 
Concentration risk in the customer loan portfolio is effectively limited by a high degree of diversification. 
This diversification is a consequence of lending to small and medium-sized businesses in various economic 
sectors. In addition, the ProCredit Bank limits the concentration risk of loan portfolio by means of the 
following requirements: Large credit exposures (those exceeding 10 % of Tier 1 capital of the bank) require 
the approval of the Group Risk Management Committee. No individual large credit exposure may exceed 
25 % of Tier 1 capital of the bank, and the sum of all large credit exposures of the bank may not exceed 
150 % of bank’s Tier 1 capital.  

9.2 Counterparty risk, including issuer risk 
The ProCredit Bank defines counterparty risk, including issuer risk, as the risk that a counterparty/issuer 
cannot fulfil its contractual obligations at all, not in full or not on time. Counterparty risk in the ProCredit 
Bank mainly arises from keeping highly liquid assets for the purpose of managing liquidity. There are also 
structural exposures towards the National Bank of Georgia in the form of mandatory minimum reserves.  

Counterparty risk is managed according to the principle that our liquidity must be placed securely and in a 
manner which is as diversified as possible. While the bank tries to generate some income from these assets, 
the overriding objective is to ensure secure placement and timely availability, i.e. risk considerations 
predominate. For this reason, we only work with carefully selected, reliable banks which normally have high 
credit ratings, we typically place our money for short terms (up to one month, but typically shorter) and we 
use only a very limited number of simple financial instruments.  

Issuer risk is likewise managed according to these principles. The ProCredit Bank is prohibited from 
engaging in speculative trading. As a matter of principle, only highly liquid papers are bought, typically with 
a maximum maturity of one year. Liquidity in local currency is predominantly invested in the papers of the 
NBG or bonds issued by the Ministry of Finance of Georgia. EUR or USD, on the other hand, are generally 
placed with banks in the OECD countries. The impact of market price changes on the bank is limited. The 
reasons are that the volume of securities is rather low, their maturities are short, and issuers are carefully 
selected based on conservative risk criteria.  

Typically, our counterparties are the National Bank of Georgia, the Georgian State and commercial banks. 
The main types of exposure are account balances, short-maturity term deposits, highly liquid securities, 
and, on a limited scale, simple derivative instruments for liquidity management and hedging purposes 
(particularly foreign currency swaps). 

We effectively limit counterparty and issuer risk through our conservative investment strategy. Due to 
mandatory minimum reserves, a concentration exists regarding exposures towards the National Bank of 
Georgia. Since 2010 the ProCredit Group has insured the mandatory reserves in foreign currency with 
guarantees from the Multilateral Investment Guarantee Agency (MIGA).  
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The exposure towards counterparties and issuers is managed on the basis of a limit system, as is the case 
for customer credit risk. ProCredit Bank concludes transactions only with counterparties that have 
previously been carefully analysed and for which a limit has been approved. The total limit towards a non-
OECD bank or banking group may not exceed 10 % of the ProCredit Bank’s CRR capital without prior 
additional approval from Group ALCO or the Group Risk Management Committee. For a bank that is 
regulated by an OECD member country, the threshold is 25 %. The typical maximum maturity of our term 
deposits is one month; longer maturities than 3 months must be approved by Group ALCO or the Group 
Risk Management Committee. Approval is likewise required before any investments in securities, except 
for NBG papers in the local currency with a remaining maturity of up to three months. 

To avoid risk concentrations, an additional maximum limit towards each banking group and each state 
group (total exposure towards central bank, government and state-owned entities) exists. 

Despite the tense political situation and unclear expectations during the last years, the bank managed to 
keep counterparty and issuer risk at low level. This is the result of the bank’s thorough politics towards 
assessment of counterparties, working with clearly defined limits and diversifying between highly trusted 
partners. The main counterparties stayed the same. The average maturity remains short, and the bank 
continues to have exposures only with carefully selected counterparties/issuers. 

 

9.3 Default risk arising from derivative positions 
In the ProCredit Bank, derivatives are utilised to an extremely limited extent. They are only used to hedge 
foreign currency; the bank may not be engaged in for the purposes of proprietary or speculative trading. FX 
swap is the type of derivative that is relevant for the ProCredit Bank as for now. 

For derivative exposures, the same risk classification, limit-setting and monitoring processes apply as for 
counterparty risk. The bank conducts FX swaps, for foreign currencies mostly with ProCredit Bank 
Germany, and Georgian commercial banks for local / foreign currency swaps.  

Due to the type of counterparty and low volume of derivatives in the ProCredit Bank, possible correlations 
between counterparty/issuer risk and market risks are negligible. 

9.4 Use of external ratings and credit risk mitigation techniques in the credit risk 
standardised approach 

The ProCredit Bank exclusively uses the standardised approach to determine its exposure to credit risk. 
The bank has nominated the rating agency Fitch Ratings for the exposure classes “central governments or 
central banks”, “institutions” and “institutions and corporates with a short-term credit assessment”. Since 
our customers are usually not rated, ProCredit Bank does not use ratings for the exposure class 
“corporates” and “retail”. 

For exposures where an external credit assessment is available, risk weighting is determined based on that 
external rating. For unrated exposures, risk weighting of the respective parent company is taken. In all other 
cases, the exposure is treated as unrated. 
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10 Market risks 

Market risks comprise the risk of potential losses from shifts in market prices, such as exchange rates or 
other parameters which influence prices. Relevant market risks for ProCredit Bank are foreign currency risk 
and interest rate risk in the banking book. ProCredit Bank manages market risks in such a way that their 
impact is as limited as possible from an overall risk perspective. In accordance with the bank’s risk strategy, 
foreign currency risk and interest rate risk may not be incurred for speculative purposes; foreign currency 
derivatives and interest rate derivatives may only be used for hedging purposes or to obtain liquidity. 
ProCredit Bank is strictly a non-trading book institution. 

10.1 Foreign currency risk 
We define foreign currency risk as the risk that an institution incurs losses or is negatively affected by 
exchange rate fluctuations. Foreign currency risk can have adverse effects on income and can lead to a 
decline in regulatory capital ratios. 

Results are impacted negatively when the volume of its assets and liabilities denominated in foreign 
currencies do not match and the exchange rates move unfavourably. The key risk indicator that captures 
the balance sheet discrepancy for each currency is the open currency position (OCP). The total OCP is 
limited to 10% of the bank’s CRR capital, unless deviation from this limit has been approved by the Group 
ALCO or Group Risk Management Committee. A threshold of 7.5 % of a ProCredit bank’s CRR capital has 
been defined as an early warning indicator for the total OCP, and ±5 % for each individual currency OCP.  

Foreign currency risk can reduce regulatory capital ratios as the capital of the bank is held in the local 
currency while many of the assets it supports are denominated in foreign currency. In that case, local 
currency depreciation can result in a significant deterioration of capital adequacy if the foreign currency 
assets appreciate (from a local perspective) and the bank therefore has higher risk-weighted assets, but 
the capital remains unchanged. To mitigate this risk, the bank aims to increase the share of assets in the 
local currency. At least quarterly, currency risk stress tests are performed within the capital adequacy 
forecasting process that depict the effects of unfavourable exchange rate developments on the bank’s 
capital ratios. 

In 2025 the overall currency risk of the bank continued to be low considering that the bank has a policy to 
avoid having significant open currency positions. Even though, exchange rates throughout the year were 
mostly stable (the most significant changes in 30 days were: -3.1% in USD, and +5.8% in EUR) the bank 
considers foreign currency risk to be important to closely look at. 

10.2 Interest rate risk in the banking book 
Interest rate risk is the risk of incurring losses driven by changes in market interest rates and arises from 
structural differences between the repricing maturities of assets and liabilities. It is measured on a regular 
basis, at least monthly. 

To manage interest rate risk, ProCredit Bank focuses on issuing variable-rate loans and loans with mixed 
interest rates (fixed + floating). In this way, the repricing maturities of assets can be better matched to the 
repricing maturity of liabilities, even when liabilities have shorter maturities than loans. In order to grant 
above mentioned loans in a transparent manner, the bank uses a publicly available interest rate as a 
benchmark when adjusting the interest rates (Term SOFR, EUROBOR, the NBG refinancing rate, TIBR, 
etc.). Financial instruments to mitigate interest rate risk (hedges) are not available in local currency. 
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The bank’s approach used to measure, monitor and limit interest rate risk is based on repricing gap 
analyses. The assets and liabilities are distributed across time buckets according to the terms of the 
underlying contractual agreements. The bank measures the interest rate risk based on two indicators: EVI 
– economic value impact, a longer-term perspective, and IEI – interest earnings indicator, 12 months 
perspective. 

The economic value of the bank is the net present value of all future expected cash flows, i.e., the present 
value of expected cash inflows from assets minus the present value of expected cash outflows from 
liabilities. The present value of expected cash flows that depend on interest rates from the bank’s off-
balance sheet items is also considered. Economic value risk is the risk that the net present value of 
expected cash flows from already contracted interest rate sensitive assets and liabilities will decrease. The 
economic value risk is measured by the economic value impact which represents the change in present 
value of the bank’s future cash flows which would result in the case of an interest rate shock. The economic 
value risk has a longer-term perspective and therefore identifies the risk arising from long term re-pricing. 
The size of the economic value impact depends on the repricing structure and characteristics of interest 
sensitive assets and liabilities, as well as on the assumed interest rate change. 

Interest earnings risk considers how changes in interest rate could affect the bank’s profitability over a 
defined time horizon given its current re-pricing structure. The interest earnings risk has a short-term 
perspective (up to one year) and identifies the risk arising from shorter term re-pricing mismatches. It is 
measured by the interest earnings impact, which displays the change in the net interest income over the 
one-year time horizon, factoring in also the effect of fair-value change of financial instruments. 

To control interest rate risk, the bank defines limits and reporting triggers. Limits are not to be breached. 
The reporting triggers should serve as early warning signals, but do not directly imply a necessity of 
measures. The limits refer to the key interest rate risk indicators and restrict interest rate risk to an 
acceptable level. 

The following limits and triggers for the key interest rate risk indicators are met by the bank: 

• Total economic value impact in the standard parallel scenarios: An upper limit of 15% of the Bank’s CRR 
capital is set. The trigger is defined as 10% of the Bank’s CRR capital. 

• Total 12-months interest earnings impact in the standard parallel scenarios: An upper limit of 25% of the 
banks projected net interest income of the current year as per ALCO3 Forecast. The trigger is defined as 
20% of the same figure. 

11 Liquidity risks 

11.1 Liquidity and funding risk 
Liquidity and funding risk addresses the ProCredit Bank’s short- and long-term ability to meet its financial 
obligations in a complete and timely manner, even in stress situations. 

In general, liquidity and funding risk is limited in the bank by the fact that we primarily issue instalment loans 
with monthly repayments, financed largely by customer deposits. Our deposit-taking operations focus on 
our target group of business clients and savers, with whom we establish strong relationships. The financial 
crisis in 2023 and 2022 caused by Russia-Ukraine war and pandemic in 2020 and 2021 have shown that 

 
3 ALCO – Assets and Liabilities Committee 
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our customer deposits are a stable and reliable source of funding. As of end-December 2025, the largest 
funding source was customer deposits. 

We measure our short-term liquidity risk using a liquidity gap analysis, among other instruments, and 
monitor the risk based on a 30-day liquidity indicator (Sufficient Liquidity Indicator - SLI) and 120-days 
Survival Period, as well as in accordance with the minimum liquidity ratios stipulated by the National Bank 
of Georgia (NBG Liquidity Coverage Ratio, LCR) and CRR (CRR Liquidity Coverage Ratio, LCR). The SLI 
measures whether the institution has sufficient liquidity for the expected inflows and outflows of funds in the 
next 30 days. The calculation applies outflows derived from historical analyses of deposit movements in 
the banks. Liquidity Coverage Ratios indicate whether the bank has sufficient liquidity to cover the net 
outflows expected in the next 30 days, even in the event of a specified severe economic shock scenario. 
Additionally, the bank conducts regular analysis of the liquidity needs for longer stress periods (up to 3 
months) and maintains respective limits.  

In addition, PCBG performs NSFR (Net Stable Funding Ratio) reporting to the ProCredit Group. This ratio 
establishes a minimum acceptable amount of stable funding based on the liquidity characteristics of the 
bank’s balance sheet and activities over a one-year horizon.  Since June, 2014 PCBG conducts NSFR 
reporting and complies with the requirement of 115%, changed in 2025. Moreover, the National bank of 
Georgia introduced NSFR regulation in 2018. From September 2019, the bank is in compliance with the 
corresponding ratio of 100%. 

In addition, early warning indicators are defined and monitored. A key indicator in this respect is the deposit 
concentration indicator, which ensures that the bank always holds sufficient highly liquid assets to be able 
to pay out deposits of a higher volume. 

Market-related, combined and longer-term stress tests are conducted monthly and ad hoc to make sure 
that ProCredit Bank keeps sufficient liquid funds to meet its obligations, even in difficult times. Moreover, 
the bank has a liquidity contingency plan. If unexpected circumstances arise and the bank proves not to 
have sufficient liquid funds, the ProCredit Group has also developed a liquidity contingency plan and 
ProCredit Holding would step in as a “lender of last resort”. ProCredit Holding keeps an adequate liquidity 
reserve available for this purpose. The amount of the liquidity reserve is determined on the basis of group 
stress tests and monitored on a regular basis. 

The liquidity of the bank is managed daily by the treasury department based on cash flow projections which 
are approved by the ALCO and monitored by the risk management department on a daily basis. 

Funding risk is the danger that additional funding cannot be obtained or can only be obtained at significantly 
higher costs. It therefore covers parts of the non-systemic effect of interest rate changes. This risk is 
mitigated by the fact that we finance our lending operations primarily through retail customer deposits, 
supplemented by long-term funds from international financial institutions (IFIs). We make little use of 
interbank and financial markets.  

ProCredit Bank manages, measures and limits funding risk through business planning, maturity gap 
analysis and relevant indicators. The funding needs of the bank, identified in the business planning process, 
are monitored and regularly reviewed at group level, as well. Group ALCO and bank’s ALCO monitor the 
progress of all individually significant transactions with external funding providers, especially international 
financial institutions. ProCredit Holding and the ProCredit Bank Germany also offer bridge financing if a 
funding project is delayed. Two indicators additionally restrict the level of funding from the interbank market 
to a low level. 
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11.2 Encumbered and unencumbered assets 
Assets are deemed to be encumbered when they have been pledged or are committed to collateral 
agreements or agreements to improve the credit assessment of on- or off-balance sheet transactions and 
it is not possible to withdraw these assets from the terms of such agreements (e.g., pledges for funding 
purposes).  

The ProCredit Bank has a limited amount of encumbered assets, as the bank largely funds its activities 
through deposits. The encumbered assets comprise primarily assets in local currency which are committed 
to collateral agreements with the National Bank of Georgia in case the bank will take 7-days refinancing 
loan or FRL loan from the NBG. To be pledged with the NBG, these assets shall comply with certain criteria 
which are stipulated in the respective decree of the National Bank of Georgia. 

 

12 Operational risk 

In line with CRR, we define operational risk as the risk of loss resulting from inadequate or failed internal 
processes, people or systems or from external events. This definition includes fraud risk, IT and information 
security risks, legal risk, reputational risk and outsourcing risk. Policies on operational risk management 
have been implemented since 2009; they have been approved by the Management of the bank and are 
updated annually. The principles set forth in the policies are in compliance with the requirements for the 
standardised approach for operational risk pursuant to CRR, the operational risk management regulations 
of the National Bank of Georgia and international best practices. 

The aim of operational risk management is to detect risks at an early stage and to avoid recurrence of loss 
events. The main tools utilised are the group-wide Risk Event Database (RED), the annual risk 
assessments of operational and fraud risks, established Key Risk Indicators (KRI) and the analysis of all 
new services and processes in a structured procedure, the New Risk Approval (NRA) process. Additionally, 
the bank implemented Fraud Monitoring System, which is designed to detect suspicious events and 
fraudulent activities that come through distance channels of banking services, including e-banking and 
mobile banking The Risk Event Database was developed to ensure that all operational risk events identified 
in the ProCredit group are documented, analysed and communicated effectively. All ProCredit banks 
document their risk events using the provided framework, which ensures that adequate attention is paid to 
the implementation of necessary corrective or preventive measures for reducing or avoiding operational 
and fraud risk.  

In contrast to the ex-post analysis of risk events as recorded in the Risk Event Database, annual risk 
assessments are systematically performed to identify and evaluate key risks and assess the adequacy of 
the control environment. These two tools complement each other and provide an overall picture of the 
operational risk profile for ProCredit Bank. 

Risk indicators are also used to identify elevated fraud risk in specific areas of banking operations or specific 
outlets that could be used by potential fraudsters. These indicators are analysed regularly and where 
needed preventive measures are agreed on. 

To complete the management of operational risk, all new services need to be analysed to identify and 
manage potential risks before implementation (NRA process). 

To limit IT risks, the ProCredit group has defined standards for IT infrastructure, business continuity and 
information security. At the bank level, ProCredit Bank incorporates the requirements of Cyber Security 
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Framework imposed by the National Bank of Georgia into the IT/information security risk management 
framework. Regular controls of information security and business continuity are part of existing processes 
and procedures. The bank carries out a classification of its information assets and conducts an annual risk 
assessment on its critical information assets. The business continuity framework implemented in the bank 
ensures that these risks are understood by all members of staff that critical processes are identified and 
that resources are allocated to restore operations, in line with the prioritisation of processes.  

 

Table 11 

* From the 14 events with the loss exceeding 10 000 GEL,  10 are connected to the open court case, so the loss amount is calculated according to 
the statement presented to the court and is the approximate loss amount. 
 

13 Risks arising from money laundering, terrorist financing and other acts punishable by 
law 

Money laundering is the process by which criminals attempt to conceal the illicit origin and ownership of the 
proceeds of their unlawful activities. By means of money laundering, such persons attempt to transform the 
proceeds from their illegal activities into funds of an apparently legal origin. If successful, this process gives 
legitimacy to the proceeds, over which the criminals maintain control. 
 
ProCredit Bank attaches great importance to providing transparent and socially responsible banking 
services. The Group’s/Bank’s code of conduct and the exclusion list, together form a binding frame of 
reference for all of our staff members by documenting ProCredit’s refusal to enter into business 
relationships with individuals or companies whose activities are incompatible with the ProCredit group’s 
and the Bank’s ethical values.  
 
The prevention of money laundering and terrorist financing is a key function of the Bank. The business 
ethics and strong corporate values of the ProCredit group and the Bank play a key role in this regard. The 
AML/CTF procedures of ProCredit banks, which are themselves subject to AML/CTF legislation at their 
location, collectively referred to as the AML/CTF Programme of the ProCredit group, have been prepared 
to comply with legal requirements and market standards (best practices) of the Federal Republic of 
Germany serving as minimum standard for all ProCredit banks. It describes the basic principles and 
minimum standards governing the following elements of the group-wide AML/CTF Programme: 
 
• AML/CTF governance framework along the three lines of defense model defining the roles and 
responsibilities of Anti-Money Laundering Officers as well as Management Boards and Supervisory Boards 
• Customer Due Diligence (CDD) implementing the Know Your Customer (KYC) principle 
• The Group Money Laundering and Terrorism Financing Risk Analysis (Group ML/TF Risk Analysis) 
• Prohibitions and restrictions regarding business relationships (ProCredit Code of Conduct, incl. Exclusion 
List and Group Blacklist) 
• Management information and group-wide AML reporting 

Information about historic operational losses in Lari
31.12.2025 31.12.2024 31.12.2023

1 Total amount of lossses 421,821 546,753 88,347
2 Total amount of lossses, exceeding GEL 10,000 273,887 375,520 40,000
3 Numbe rof events with losses exceeding GEL 10,000 14 7 1
4 Total amount of 5 biggest losses 184,429 344,080 62,923
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• Documentation and information retention 
• Submission of suspicious activity reports (SAR) 
New Risk Approval (NRA) process for new products and services to assess money laundering and terrorism 
financing risks 
• AML/CTF training for AML staff of ProCredit banks 
• Independent controls of the Group Anti-Money Laundering Officer by the Anti-Money Laundering Officers 
at group level and within ProCredit banks. 
 
Group-wide applicable minimum standards as per Policy as well as local anti-money laundering and counter 
terrorism financing laws and regulations are implemented by ProCredit bank Georgia and aligned to each 
other. In order to implement the highest standards in AML/CTF, the prevention of financial crime and other 
acts punishable by law, and as a matter of principle, any national AML/CTF or customer due diligence 
(CDD) legislation which is of a higher standard than that provided by Group Policy must be applied by the 
respective ProCredit bank.  
 
The management board of PCBG appoints an Anti-Money Laundering Officer and Deputy Anti-Money 
Laundering Officer in accordance with the applicable local legislation and Group Policy. The Anti-Money 
Laundering Officer and Deputy Anti-Money Laundering Officer of the bank are responsible for compliance 
with AML/CTF provisions under Group Policy as well as national AML/CTF legislation and regulations. 
 
The AML/CTF program of the bank ensures that: 

• AML Officer/Deputy Anti-Money Laundering Officer regularly reports to the Management Board as 
well as to the Group AML Officer at ProCredit Holding. 

• The Bank applies a strict Know Your Customer and Know Your Correspondent approach in its 
customer due diligence and correspondent banking procedures. 

• Group AML and the Bank annually assesses the risk of money laundering and terrorist financing 
throughout the ProCredit group on the basis of a distinct risk model. 

• The Bank staff members receive AML training when they first join the institution and thereafter on 
an ongoing basis within the framework of the Risk-Based training plans. 

• The Bank maintains a risk classification of its customers to prevent money laundering and terrorist 
financing and applies due diligence and monitoring procedures accordingly. 

• The bank applies adequate and uniform risk-oriented procedures for monitoring accounts in order 
to identify unusual or otherwise conspicuous transactions carrying potential risks of money 
laundering or terrorism financing, including the use of IT-based monitoring systems. Banks monitor 
customer-related transactions in order to identify conspicuous payments and comply with all 
financial sanctions and embargoes against certain persons, entities and countries. 

 
ProCredit Bank has established the compliance function, which bears responsibility for adhering to national 
banking regulations and reports regularly and on an ad-hoc basis to the Management of the Bank and to 
the Group Compliance officer.  

 

14 ESG Risk Management 

The Bank integrates Environmental, Social and Governance (ESG) risks into its overall risk management 
framework as an integral part of prudent and sustainable banking. ESG risks are not treated as a 
standalone risk category, but as factors that may influence traditional risk types such as credit, 
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operational, reputational risks, etc.. The Bank applies a proportional and forward‑looking approach, 
aligned with its business model, risk profile and regulatory expectations. 

Governance 

Strong governance underpins the Bank’s ESG risk management. The Supervisory Board provides 
oversight of ESG integration within the Bank’s strategy and risk framework, while the Management Board 
is responsible for effective implementation. ESG‑related matters are embedded in existing governance 
structures and committees, ensuring clear accountability, regular oversight and informed decision‑making. 
Dedicated functions coordinate ESG risk activities and reporting across the Bank. 

Strategy 

ESG considerations form part of the Bank’s risk strategy and long‑term business planning. The Bank 
seeks to manage ESG risks while also supporting sustainable economic development, responsible 
business practices and the transition to a low‑carbon and inclusive economy. This includes promoting 
environmentally sustainable investments, supporting SMEs and financial inclusion, and maintaining high 
governance and ethical standards. 

Risk Management 

The Bank identifies, assesses and monitors ESG risks across all material risk categories using 
established risk management processes. ESG risks are assessed at counterparty, sector and portfolio 
level, with particular focus on climate‑related physical and transition risks. Forward‑looking tools, such as 
materiality assessments, scenario analysis and stress testing, are applied where relevant to identify 
potential vulnerabilities and emerging risks. ESG considerations are embedded into credit processes, 
operational risk management and outsourcing arrangements. 

The Bank monitors ESG‑related key risk indicators to track exposures, trends and developments related 
to material environmental, social and governance risk drivers. These indicators support timely risk 
monitoring, management oversight and continuous improvement. ESG risk metrics are reviewed regularly 
and form part of internal reporting and decision‑making processes. 

ESG Risk Assessment encompasses the identification and evaluation of both ESG-related risks and 
opportunities. While the primary objective of the assessment is to identify and manage risks that may 
adversely affect the Bank’s risk profile and financial performance. In addition to potential risks, 
environmental, social, and governance factors are also assessed for their potential to support long-term 
value creation, portfolio resilience, and sustainable growth. These opportunities are assessed alongside 
ESG risks to support informed decision-making, enhance portfolio resilience and strengthen the Bank’s 
long-term value creation and development-oriented strategy. ESG opportunities are considered within the 
credit process, portfolio management, and strategic planning, allowing the Bank to balance effective risk 
mitigation with the proactive support of positive sustainability outcomes. 

Environmental opportunities primarily arise from the transition to a low‑carbon and resource‑efficient 
economy, including investments in renewable energy, energy efficiency, green buildings, sustainable 
agriculture, and climate‑resilient technologies. Through green finance products and advisory support, the 
Bank aims to facilitate clients’ transition while strengthening portfolio quality and reducing long‑term risk 
exposure. 

Social opportunities are linked to inclusive finance, SME development, gender‑lens lending, employment 
creation, and improved labor and safety practices. By supporting clients that contribute to social inclusion, 
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workforce development, and responsible business conduct, the Bank promotes sustainable economic 
growth and strengthens client relationships. 

Governance‑related opportunities are associated with strong internal governance frameworks, 
transparency, ethical conduct, and effective risk management practices, which enhance decision‑making 
quality, stakeholder trust, and regulatory compliance. Robust governance also supports the Bank’s ability 
to identify emerging trends early and adapt its business model accordingly. 

 

Through this integrated approach, the Bank aims to strengthen its resilience, manage ESG‑related risks 
effectively and contribute to sustainable long‑term value creation for clients, stakeholders and the wider 
economy. 

 

15 Capital adequacy 

15.1 Capital management  
Capital management in the ProCredit Group is guided by the principle that neither a ProCredit Bank nor the 
ProCredit Group as a whole may at any time incur greater risks than they are able to bear. This principle is 
monitored using different indicators for which early warning indicators and limits have been established. 
The indicators for ProCredit Bank include, in addition to regulatory standards of the National Bank of 
Georgia, a capital adequacy calculation in accordance with CRR requirements, a Tier 1 leverage ratio in 
accordance with CRR and an internal capital adequacy assessment.  

The capital management framework has the following objectives: 

• compliance with regulatory capital requirements 
• ensuring internal capital adequacy 
• compliance with the internally defined capital requirements and creation of a sufficient capital buffer 

to ensure the bank’s capacity to act, considering the necessary buffers defined in the Recovery Plan 
of the Bank 

• support for the bank in implementing its plans for continued growth  

Whereas the Pillar 1 capital requirements for the ProCredit Group are imposed and monitored by BaFin 
and by the Supervisory College pursuant to Section 8a KWG, the ProCredit Bank is subject to the 
requirements imposed by the national supervisory authority. 

In Georgia, the implementation of the new combined regulation based on Basel II and Basel III came into 
force in 2014. On 28 October 2013, the National Bank of Georgia (NBG) published the “Regulation on 
Capital Adequacy Requirements for Commercial Banks” (Decree N100/04 of the President of the National 
Bank of Georgia), which is in turn based on the three Pillars as defined by the internationally accepted 
capital adequacy framework of the Basel Committee on Banking Supervision, Capital Requirements 
Regulation – (EU) 575/2013 (CRR) and Capital Requirements Directive 2013/36/EUR (CRD IV). 

A high level of capitalization of the bank is insured with conservative, proactive capital adequacy 
management, which considers stressed factors, as well.   

The current report is based on the financial statements as of December 2025. 
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15.2 Pillar 1 and combined buffer  
According to the “Regulation on Capital Adequacy Requirements for Commercial Banks”, commercial 
banks are required to provide regulatory capital that is at all times more than or equal to the following 
minimum capital requirements: Common Equity Tier 1 Capital to Risk Weighted Exposures should be no 
less than 4.5% of the risk weighted exposures; Tier 1 Capital no less than 6%; Regulatory Capital no less 
than 8%. JSC ProCredit Bank, Georgia is required to hold own funds, which are at all times greater than or 
equal to the above mentioned capital requirements.  

Furthermore, banks are required to hold additional combined buffer through Common Equity Tier 1. The 
combined buffer consists of the conservation, the countercyclical and the systemic buffers. The rate for the 
conservation buffer has been set at 2.5 % of risk-weighted assets, while a rate of 0.5 % has been set for 
the countercyclical buffer for all banks as of December 2025. The countercyclical buffer can vary within the 
range from 0 % to 2.5 % and shall be reviewed periodically, based on the financial and macroeconomic 
environment. The National Bank Georgia reviewed the buffer and introduced the plan for encreaseing 
countrcyclical buffer from 0% to 1% in the upcoming years. As of March 2026 the countrcyclical buffer is 
set at 0.75% for all banks. For systemically important commercial banks, the systemic buffer has been 
introduced. PCB Georgia is not considered a systemic bank; therefore, 0 % for systemic buffers is required 
from the bank.  

15.3 Pillar 2  
In accordance with Basel III framework, commercial banks within the framework of Pillar 2, should hold 
capital adequacy buffers for those risks that aren't sufficiently covered under Pillar 1. With the objective to 
formalize and establish this framework National Bank of Georgia introduced "Rule on Additional Capital 
Buffer Requirements for Commercial Banks within Pillar 2".  

Pillar 2 framework determines capital buffers for unhedged currency induced credit risk, credit portfolio 
concentration risk (single name as well as sectoral concentration risk), net stress-test buffer based on 
supervisory stress-test results, net GRAPE buffer set determined through the supervisory process - General 
Risk Assessment Program (GRAPE) by NBG and credit risk adjustment buffer, which was introduced after 
bankig sector moved to the IFRS standards. 

It's important to note that capital buffers under Pillar 2, except credit risk adjustment buffer, should be 
proportionately incorporated in capital requirements (Common Equity Tier 1 - 4.5%, Tier 1 capital - 6% and 
Total Regulatory Capital - 8%). Therefore, 56 % of capital required under Pillar 2 should be held through 
Common Equity Tier 1, while 75% through Tier 1 capital instruments (table 12 – as of 31.12.2025). Credit 
risk adjustment buffer is fully included in CET1, Tier 1 and Total Regulatory Capital requirements. 

 

    Common Equity 
Tier 1 

Tier 1 Total Regulatory 
Capital 

Pillar 1 Basel III min requirements 4.50% 6.00% 8.00% 

Conservation buffer 2.50% 2.50% 2.50% 

Countercyclical buffer 0.50% 0.50% 0.50% 



 

36 
 

Classification: Restricted to Partners 

Systemic buffers n% n% n% 

Pillar 2 Unhedged currency induced 
credit risk buffer 

n x (min)56% n x (min)75% n% 

Name concentration risk buffer n x (min)56% n x (min)75% n% 

Sectoral concentration risk buffer n x (min)56% n x (min)75% n% 

net stress-test buffer n x (min)56% n x (min)75% n% 

Net GRAPE buffer n x (min)56% n x (min)75% n% 

Credit risk adjustment buffer n% n% n% 

Table 12 

As a result of the amendments to capital adequacy requirements, when a commercial bank breaches new 
total capital requirement it will be considered that combined buffer requirement is breached first. In such 
case, in accordance with updated "Regulation on Capital Adequacy Requirements for Commercial Banks" 
distribution of own equity instruments, including distributions of dividends, are prohibited.  

 

15.4 Regulatory capital  
Common Equity Tier 1 represents the main portion of bank’s Regulatory Capital (GEL 311.1m after the 
regulatory adjustments). The bank does not have the Additional Tier 1 capital. Tier 2 capital is also part of 
the Regulatory Capital (subordinadet debt), which participates in the total regulatory capital with GEL 
59.9m. 
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Table 13 

Common Equity Tier 1 is subject to regulatory adjustments. Intangible assets and equity and other 
participations constituting more than 10% of the share capital of other commercial entities are deducted 
from Common Equity. 

Table below shows the reconciliation of balance sheet to regulatory capital. 

Regulatory capital in Lari
Common Equity Tier 1 capital before regulatory adjustments 325,398,890            
Common shares that comply with the criteria for Common Equity Tier 1 112,482,805            
Stock surplus (share premium) of common share that meets the criteria of Common Equity Tier 1 72,117,570              
Accumulated other comprehensive income 401,996                  
Other disclosed reserves -                         
Retained earnings (loss) 140,396,519            
Regulatory Adjustments of Common Equity Tier 1 capital 14,315,616              
Revaluation reserves on assets 401,996                  
Accumulated unrealized revaluation gains on assets through profit and loss to the extent that they exceed accumulated unrealized revaluation losses through 
profit and loss

-                         

Intangible assets 4,235,156               
Shortfall of the stock of provisions to the provisions based on the Asset Classification -                         
Investments in own shares -                         
Reciprocal cross holdings in the capital of commercial banks, insurance entities and other financial institutions -                         
Cash flow hedge reserve -                         
Deferred tax assets not subject to the threshold deduction (net of related tax liability) -                         
Significant investments in the common equity tier 1 capital (that are not common shares) of commercial banks, insurance entities and other financial institutions 
that are outside the scope of regulatory consolidation

-                         

Holdings of equity and other participations constituting more than 10% of the share capital of other commercial entities 9,678,463               
Other deductions -                         
Significant investments in the common shares of commercial banks, insurance entities and other financial institutions (amount above 10% limit) -                         
Investments in the capital of commercial banks, insurance entities and other financial institutions where the bank does not own more than 10% of the issued 
share capital (amount above 10% limit)

-                         

Deferred tax assets arising from temporary differences (amount above 10% threshold, net of related tax liability) -                         
The amount of significant Investments and Deferred Tax Assets which exceed 15% of common equity tier 1 -                         
Regulatory adjustments applied to Common Equity Tier 1 resulting from shortfall of Tier 1 and Tier 2 capital to deduct investments -                         
Common Equity Tier 1 311,083,275            

Additional tier 1 capital before regulatory adjustments -                         
Instruments that comply with the criteria for Additional tier 1 capital -                         
Including:instruments classified as equity under the relevant accounting standards -                         
Including: instruments classified as liabilities under the relevant accounting standards -                         
Stock surplus (share premium) that meet the criteria for Additional Tier 1 capital -                         
Regulatory Adjustments of Additional Tier 1 capital -                         
Investments in own Additional Tier 1 instruments -                         
Reciprocal cross-holdings in Additional Tier 1 instruments -                         

Significant investments in the Additional Tier 1 capital (that are not common shares) of commercial banks, insurance entities and other financial institutions -                         

Investments in the capital of commercial banks, insurance entities and other financial institutions where the bank does not own more than 10% of the issued 
share capital (amount above 10% limit)

-                         

Regulatory adjustments applied to Additional Tier 1 resulting from shortfall of Tier 2 capital to deduct investments -                         
Additional Tier 1 Capital -                         

Tier 2 capital before regulatory adjustments 59,903,800              
Instruments that comply with the criteria for Tier 2 capital 59,903,800              
Stock surplus (share premium) that meet the criteria for Tier 2 capital -                         
General reserves, limited to a maximum of 1.25% of the bank’s credit risk-weighted exposures -                         
Regulatory Adjustments of Tier 2 Capital -                         
Investments in own shares that meet the criteria for Tier 2 capital -                         
Reciprocal cross-holdings in Tier 2 capital -                         
Significant investments in the Tier 2 capital (that are not common shares) of commercial banks, insurance entities and other financial institutions -                         
Investments in the capital of commercial banks, insurance entities and other financial institutions where the bank does not own more than 10% of the issued 
share capital (amount above 10% limit)

-                         

Tier 2 Capital 59,903,800              
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Table 14 

 

15.5 Risk weighted assets  
The total risk weighted assets consists of risk weighted assets for credit risk, market risk and for operational 
risk. 

Risk weighted assets for credit risk includes as on-balance, as well off-balance elements and counterparty 
credit risk. 

 Reconcilation of balance sheet to regulatory capital in Lari

On-balance sheet items per standardized regulatory report Carrying values as reported in published stand-alone financial 
statements per IFRS

linkage  to capital table

Cash, Cash balances with National Bank of Georgia and other banks 661,099,909                                                                         
Cash on hand 58,152,894                                                                          
Casha balances with National bank of Georgia 376,234,655                                                                         
Cash balances with other banks 226,712,361                                                                         
Financial assets held for trading -                                                                                      
of which:derivatives -                                                                                      
Non-trading financial assets mandatorily at fair value through profit or loss -                                                                                      
Financial assets designated at fair value through profit or loss -                                                                                      
Financial assets at fair value through other comprehensive income 642,023                                                                               
Equity instruments 642,023                                                                               
Debt securities -                                                                                      
Loans and advances -                                                                                      
Financial assets at amortised cost 1,534,558,233                                                                      
Debt securities 149,987,333                                                                         
Loans and advances 1,384,570,900                                                                      
Investments in subsidiaries, joint ventures and associates 9,678,463                                                                            Table 13 (Capital), N17
Non-current assets and disposal groups classified as held for sale -                                                                                      
Tangible assets 48,789,313                                                                          
Property, Plant and Equipment 44,799,893                                                                          
Investment property 3,989,420                                                                            
Intangible assets 4,235,156                                                                             Table 13 (Capital), N10 
Goodwill -                                                                                      
Other intangible assets 4,235,156                                                                            
Tax assets 1,376,803                                                                            
Current tax assets 1,376,803                                                                            
Deferred tax assets -                                                                                      
Other assets 4,387,730                                                                            
of which: repossessed collateral -                                                                                      
of which: dividends receivable -                                                                                      
TOTAL ASSETS                                                                       2,264,767,631 
LIABILITIES
Financial liabilities held for trading -                                                                                      
of which:derivatives -                                                                                      
Financial liabilities designated at fair value through profit or loss -                                                                                      
Financial liabilities measured at amortised cost 1,873,266,011                                                                      
Deposits 1,514,990,101                                                                      
borrowings 352,978,702                                                                         
Debt securities issued -                                                                                      
Other financial liabilities 5,297,208                                                                            
Provisions 2,632,241                                                                            
Tax liabilities 2,574,347                                                                            
Current tax liabilities -                                                                                      
Deferred tax liabilities 2,574,347                                                                            
Subordinated liabilities 60,819,389                                                                          
Other liabilities 76,752                                                                                 
of which: dividends payable -                                                                                      
TOTAL LIABILITIES                                                                       1,939,368,741 
Equity
Share capital 112,482,805                                                                         
preference share -                                                                                      
Share premium 72,117,570                                                                          
(-) Treasury shares -                                                                                      
Equity instruments issued other than capital -                                                                                      
Equity component of compound financial instruments -                                                                                      
Other equity instruments issued -                                                                                      
Share-based payment reserve -                                                                                      
Accumulated other comprehensive income 401,996                                                                               
revaluation reserve -                                                                                      
Fair value changes of equity instruments measured at fair value through other comprehensive income 401,996                                                                               Table 13 (Capital), N4, N8
Fair value changes of debt instruments measured at fair value through other comprehensive income -                                                                                      
Retained earnings 140,396,519                                                                         
TOTAL EQUITY 325,398,890                                                                         
TOTAL EQUITY AND TOTAL LIABILITIES                                                                       2,264,767,631 
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Table below shows the linkages between financial statement assets and balance sheet items subject to 
credit risk weighting.  

 
Table 15 

9.7m GEL represents investments in equities, particularly in ProCredit Properties LLC and Creditinfo 
Georgia JSC. This amount is deducted from Common Equity Tier 1 during the regulatory adjustments. 
Accordingly, this amount is not subject to weighting for credit risk. 

Additionally, the amount of intangible assets, which also is deducted from Common Equity Tier 1, does not 
participate in weighting for credit risk. 

Off-balance elements’ volume is reduced by the special reserve – through the credit-converse factor. 

The following table will describe the off-balance sheet items per standardized regulatory report: 

Linkages between financial statement assets and  balance sheet items subject to credit risk weighting                                                    in Lari

Not subject to capital 
requirements or subject 

to deduction from 
capital

Subject to credit risk 
weighting

Cash, Cash balances with National Bank of Georgia and oth  661,099,909                             -                                661,099,909                  
Cash on hand 58,152,894                              58,152,894                    
Casha balances with National bank of Georgia 376,234,655                             376,234,655                  
Cash balances with other banks 226,712,361                             226,712,361                  
Financial assets held for trading -                                          -                                
Financial assets at fair value through other comprehensive 642,023                                   -                                642,023                         
Financial assets at amortised cost 1,534,558,233                          -                                1,534,558,233                
Debt securities 149,987,333                             149,987,333                  
Loans and advances 1,384,570,900                          1,384,570,900                
Investments in subsidiaries, joint ventures and associates 9,678,463                                9,678,463                      -                                
Tangible assets 48,789,313                              -                                48,789,313                    
Property, Plant and Equipment 44,799,893                              44,799,893                    
Investment property 3,989,420                                3,989,420                      
Intangible assets 4,235,156                                4,235,156                      -                                
Goodwill -                                          -                                
Other intangible assets 4,235,156                                4,235,156                      -                                
Tax assets 1,376,803                                -                                1,376,803                      
Other assets 4,387,730                                4,387,730                      
Total exposures subject to credit risk weighting before adju 2,264,767,631                          13,913,619                     2,250,854,012                

Account name of standardazed supervisory balance sheet 
item

Carrying values as reported in 
published stand-alone 

financial statements per IFRS

 Carrying values of items



 

40 
 

Classification: Restricted to Partners 

 

 
Table 16 

The following table shows the differences between carrying values per standardized balance sheet used 
for regulatory reporting purposes and the exposure amounts used for capital adequacy calculation 
purposes: 

Table 17 

The nominal value of off-balance positions, the nominal value of the counterparty related off-balance 
elements and the general reserve is added to the nominal value of the balance sheet items. In order to get 
the total RWAs for credit risk, the adjustments are made by using the credit conversion factor for off-balance 
and for counterparty related elements. 

The bank uses a standardized approach to calculate the amount of the risk weighted assets for credit risk. 
Each risk position belongs to a certain class of risk positions. The risk weights to the risk positions are 

Off-balance sheet items per standardized regulatory in Lari

GEL FX  Total GEL FX  Total 
Loan commitments received 42,826,800        42,826,800        -                    29,232,000        29,232,000        
Guarantees received as security for liabilities of the bank 14,943,000        150,727,758       165,670,758       14,943,000        170,913,838       185,856,838       
Guaratees received as security for receivables of the bank 459,501,310       1,027,723,945    1,487,225,254    485,346,966       896,577,518       1,381,924,484    

Surety, joint liability 420,230,186       747,371,357       1,167,601,543    447,721,945       692,433,526       1,140,155,470    
Guarantees 39,271,123        280,352,588       319,623,711       37,625,021        204,143,993       241,769,014       

Assets pledged as security for liabilities of the bank 15,402,000        -                    15,402,000        6,817,000          -                    6,817,000          
Financial assets of the bank 15,402,000        15,402,000        6,817,000          -                    6,817,000          
Non-financial assets of the bank -                    -                    -                    -                    

Assets pledged as security for receivables of the bank 643,128,465       1,208,224,390    1,851,352,855    465,186,616       873,658,469       1,338,845,085    
Cash 19,101,168        7,754,650          26,855,818        12,392,984        2,626,201          15,019,185        
Precious metals and stones -                    -                    -                    -                    
Real Estate: 580,532,535       1,157,890,402    1,738,422,937    508,900,956       1,133,530,208    1,642,431,165    

Residential Property 161,573,642       264,324,614       425,898,255       124,781,603       248,088,942       372,870,545       
Commercial Property 160,398,166       464,047,146       624,445,312       139,578,532       484,363,253       623,941,785       
Complex Real Estate -                    -                    -                    -                    
Land Parcel 100,365,833       169,797,371       270,163,204       84,405,815        159,785,497       244,191,312       
Other 158,194,895       259,721,271       417,916,166       160,135,007       241,292,516       401,427,523       

Movable Property 43,488,712        42,538,461        86,027,173        39,891,883        51,088,449        90,980,332        
Shares Pledged 0                       0                       0                       -                    -                    -                    
Securities -                    -                    -                    -                    
Other 6,050                40,877               46,927               4,782                424,791             429,573             

Loan commitments given 41,997,796        54,898,312        96,896,108        31,956,777        47,428,008        79,384,785        
guarantees given 62,998,338        9,998,566          72,996,904        51,873,448        19,812,563        71,686,011        
Letters of credit Issued -                    -                    496,076             496,076             
Derivatives 1,348,250          8,274,960          9,623,210          3,384,200          5,747,204          9,131,404          
          Receivables through FX contracts (except options) -                    4,809,797          4,809,797          -                    4,561,800          4,561,800          
          Payables through FX contracts (except options) 1,348,250          3,465,163          4,813,413          3,384,200          1,185,404          4,569,604          
          Principal of interest rate contracts (except options) -                    -                    -                    -                    
          Options sold -                    -                    -                    -                    
          Options purchased -                    -                    -                    -                    
          Nominal value of potential receivables through other derivatives -                    -                    -                    -                    
          Nominal value of potential payables through other derivatives -                    -                    -                    -                    
Receivables not recognized on-balance 5,005,613          9,979,671          14,985,284        6,416,234          15,943,606        22,359,839        
        Principal of receivables derecognized during last 3 month 211,887             -                    211,887             40,161               563,890             604,051             
        Interest and penalty receivable not recognized on-balance or derecognized during last 3 month 32,739               -                    32,739               4,211                157,043             161,254             
        Principal of receivables derecognized during 5 years month (including last 3 month) 4,228,984          8,898,059          13,127,043        4,802,666          13,180,289        17,982,954        
        Interest and penalty receivable not recognized on-balance or derecognized during last 5 years 
(including last 3 month) 776,629             1,081,612          1,858,241          1,613,568          2,763,317          4,376,885          
Capital expenditure commitment -                    -                    -                    -                    

Off-balance sheet items
31/12/2025 31/12/2024

Differences between values per standardized balance sheet used for regulatory reporting purposes and the exposure amounts used 
for capital adequacy calculation purposes in Lari
Total carrying value of balance sheet items subject to credit risk weighting before adjustments 2,250,854,012       
Nominal values of off-balance sheet items subject to credit risk weighting 169,790,533          
Nominal values of off-balance sheet items subject to counterparty credit risk weighting                            -   
Total values of on-balance and off-balance sheet items before any adjustments used for credit risk weighting purposes        2,420,644,545 

Effect of provisioning rules used for capital adequacy purposes
Effect of credit conversion factor of off-balance sheet items related to credit risk framework            (82,276,236)
Effect of credit conversion factor of off-balance sheet items related to counterparty credit risk framework (table CCR)                            -   
Effect of other adjustments 
Total exposures subject to credit risk weighting        2,338,368,309 
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assigned in accordance with the Regulation on the Requirements for Capital Adequacy of Commercial 
Banks (The Order No. 100/04 of the President of the National Bank of Georgia). 

The risk weighted assets for credit risk before credit risk mitigation are calculated according to the risk 
position class. 

Table 18 shows the total balance and off-balance sheet values of the bank according to risk position classes 
and corresponding weights. 
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Table 18 

 

 

 

 

Credit Risk Weighted Exposures (On-balance items and off-balance items after credit conversion factor)

On-balance 
sheet amount

Off-balance 
sheet 

amount

On-balance 
sheet 

amount

Off-balance 
sheet 

amount

On-
balance 
sheet 

amount

Off-
balance 
sheet 

amount

On-
balance 
sheet 

amount

Off-
balance 
sheet 

amount

On-
balance 
sheet 

amount

Off-
balance 
sheet 

amount

On-balance 
sheet amount

Off-
balance 
sheet 

amount

On-
balance 
sheet 

amount

Off-
balance 
sheet 

amount

On-balance 
sheet 

amount

Off-
balance 
sheet 

amount
Claims or contingent claims on central governments or central banks 230,131,045 0 0 0 0 296,090,943 0 0 296,090,943
Claims or contingent claims on regional governments or local authorities 0 0 0 0 0 0 0 0  - 
Claims or contingent claims on public sector entities 0 0 0 0 0 0 0 0  - 
Claims or contingent claims on multilateral development banks 0 0 0 0 0 0 0 0  - 
Claims or contingent claims on international organizations/institutions 0 0 0 0 0 0 0 0  - 
Claims or contingent claims on commercial banks 0 185,010,139 0 41,715,464 0 263,159 8,823 0 58,136,154
Claims or contingent claims on corporates 0 0 0 0 0 848,849,241 87,514,297 0 0 936,363,539
Retail claims or contingent retail claims 0 0 0 0 427,163,850 0 0 0 320,372,888
Claims or contingent claims secured by mortgages on residential property 0 0 97,828,654 0 0 0 0 0 34,240,029
Past due items 0 0 0 1,018,336 0 4,265,979 0 0 4,775,147
Items belonging to regulatory high-risk categories 0 0 0 0 0 0 0 3,989,420 9,973,549
Short-term claims on commercial banks and corporates 0 0 0 0 0 0 0 0  - 
Claims in the form of collective investment undertakings (‘CIU’) 0 0 0 0 0 0 0 0  - 
Other items 58,152,894 0 0 0 0 56,366,065 0 0 56,366,065
Total 288,283,939 0 185,010,139 0 97,828,654 0 42,733,801 0 427,163,850 0 1,205,835,387 87,514,297 8,823 0 3,989,420 0 1,716,318,312

100% 150% 250%
Risk Weighted Exposures 

before Credit Risk 
Mitigation

                                                                                                                                           
Risk weights

Exposure classes

0% 20% 35% 50% 75%
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The largest part of loan portfolio has been assigned to the risk position class of “claims or contingent claims 
on corporates” with the risk weight of 100%, as the bank’s business operations focus on the segments of 
small and medium businesses. This class includes guarantees and letters of credit, as well as unused part 
of credit lines and business overdrafts. 

The second largest category is the risk position class of “retail claims or contingent retail claims” with the 
risk weight of 75%. 

Part of the loan portfolio is under the “Claims or contingent claims secured by mortgages on residential 
property” category, weighted in 35%. 

The class "claims and contingent claims for central governments and central banks" includes both, on-
balance and off-balance positions.  

The table also shows that most of class "claims and contingent claims for commercial banks" have a 20% 
risk weight. Risk weight in the above-mentioned class depends on the credit rating of a commercial bank. 
The bank places the excess liquidity in banks with high credit ratings, and therefore the lowest weight (20%) 
has been awarded to the largest part of this class. 

The main components of the class "other items" are the fixed assets. 

  
Table 19 

15.6 Credit risk mitigation techniques  
The bank applies the following techniques (instruments) to reduce credit risk when calculating the capital 
requirements for credit risk:  

• Guarantee 
• Cash deposit as collateral 

The bank applies the guarantee obtained from the Multilateral Investment Guarantee Agency (MIGA). MIGA 
is a member of the World Bank Group and can be classified as a multilateral development bank. Its purpose 
is to promote direct investments in developing countries, which it does by offering guarantees to secure 
against political risks. MIGA’s risk position is 0 percent according to the Capital Adequacy Regulation of the 
National Bank of Georgia. The amount of the guarantee, which was introduced in November 2015 for the 
first time and its purpose is to mitigate credit risk. In March of 2025 amendment was made to the MIGA 
contract, which increased the guarantee amount from EUR 77.9m  to EUR 80.75m. The bank applies this 
guarantee to the USD and EUR exposure with the National Bank of Georgia, i.e. the mandatory reserves. 

Starting November 2018, the bank applies the InnovFin guarantee (issued within the Agreement of Deep 
and Comprehensive Free Trade Area) facility which decreased the volume of RWAs by GEL 40.6m as of 
December 2025. The EU-supported guarantee is provided to selected financial institutions to cover 50-80% 

Standardized approach - Effect of credit risk mitigation

Off-balance 
sheet 

exposures - 
Nominal value 

Off-balance sheet 
exposures post 

CCF

Claims or contingent claims on central governments or central banks 526,221,988 296,090,943 40,929,018 8%
Claims or contingent claims on regional governments or local authorities 0 0 0
Claims or contingent claims on  public sector entities 0 0 0
Claims or contingent claims on multilateral development banks 0 0 0
Claims or contingent claims on international organizations/institutions 0 0 0
Claims or contingent claims on commercial banks 226,997,586 58,136,154 58,136,154 26%
Claims or contingent claims on corporates 848,849,241 169,790,533 87,514,297 936,363,539 894,923,729 96%
Retail claims or contingent retail claims 427,163,850 320,372,888 316,126,420 74%
Claims or contingent claims secured by mortgages on residential property 97,828,654 34,240,029 34,240,029 35%
Past due items 5,284,315 4,775,147 4,775,147 90%
Items belonging to regulatory high-risk categories 3,989,420 9,973,549 9,973,549 250%
Short-term claims on commercial banks and corporates 0 0 0
Claims in the form of collective investment undertakings (‘CIU’) 0 0 0
Other items 114,518,959 56,366,065 56,366,065 49%
Total 2,250,854,012 169,790,533 87,514,297 1,716,318,312 1,415,470,111 61%

RWA Density
f=e/(a+c)Asset Classes On-balance sheet 

exposures

Off-balance sheet exposures
RWA before 
Credit Risk 
Mitigation

RWA post Credit 
Risk Mitigation



 

44 
 

Classification: Restricted to Partners 

of the Defaulted Amounts (which include principal and accrued interest up to 90 days net of recoveries from 
loans to SMEs). 

Cash deposits as collateral have also been used since November 2015 to mitigate on- and off-balance 
sheet exposures, specifically client loans and guarantees (see the positions corporate loans, retail loans 
and guarantees in the table below). The main criteria for cash collateral mitigation are:  

• the currency of the loan/guarantee must be the same as the currency of the cash deposit  
• the mitigated exposure is only the portion which is covered by cash collateral 

The total credit risk mitigation concentration is low. The mitigated exposure as  of December 2025 was GEL 
300.8m, which is equivalent to 17.5% of the total on- and off-balance sheet RWAs before mitigation. 

The table below shows used mitigation types according to the risk classes: 

 

 

Credit Risk Mitigation in Lari

 On-balance sheet 
netting 

 Cash on deposit with, 
or cash assimilated 

instruments 

Debt securities issued by central 
governments or central banks, 
regional governments or local 

authorities, public sector entities, 
multilateral development banks and 

international 
organizations/institutions

Debt securities issued by regional 
governments or local authorities, 
public sector entities, multilateral 

development banks and 
international 

organizations/institutions

 Debt securities issued by other 
entities, which securities have a 
credit assessment, which has 
been determined by NBG to be 
associated with credit quality 

step 3 or above under the rules 
for the risk weighting of 

exposures to corporates. 

 Debt securities with a short-
term credit assessment, which 
has been determined by NBG 
to be associated with credit 

quality step 3 or above under 
the rules for the risk weighting 

of short term exposures 

 Equities or convertible 
bonds that are included in a 

main index 

 Standard gold bullion or 
equivalent 

  Debt securities 
without credit 

rating issued by 
commercial banks  

 Units in 
collective 

investment 
undertakings 

Claims or contingent claims on central governments or central banks
Claims or contingent claims on regional governments or local authorities -                           
Claims or contingent claims on  public sector entities -                           
Claims or contingent claims on multilateral development banks -                           
Claims or contingent claims on international organizations/institutions -                           
Claims or contingent claims on commercial banks -                           
Claims or contingent claims on corporates 11,447,257.28           
Retail claims or contingent retail claims 2,093,028.27             

Claims or contingent claims secured by mortgages on residential property -                           

Past due items -                           
Items belonging to regulatory high-risk categories -                           
Short-term claims on commercial banks and corporates -                           
Claims in the form of collective investment undertakings -                           
Other items -                           -                                               -                                            -                                           -                                       -                                   -                               -                     -                
Total 0 13,540,286 0 0 0 0 0 0 0 0

Funded Credit Protection

Credit Risk Mitigation in Lari

 Central governments 
or central banks 

 Regional governments 
or local authorities  Multilateral development banks 

 International organizations / 
institutions  Public sector entities  Commercial banks 

Other corporate entities that 
have a credit assessment, 
which has been determined 
by NBG to be associated 

with credit quality step 2 or 
above under the rules for 

the risk weighting of 
exposures to corporates

Claims or contingent claims on central governments or central banks 255,161,925
Claims or contingent claims on regional governments or local authorities 0
Claims or contingent claims on  public sector entities 0
Claims or contingent claims on multilateral development banks 0
Claims or contingent claims on international organizations/institutions 0
Claims or contingent claims on commercial banks 0
Claims or contingent claims on corporates 29,992,552
Retail claims or contingent retail claims 2,153,439

Claims or contingent claims secured by mortgages on residential property 0

Past due items 0
Items belonging to regulatory high-risk categories 0
Short-term claims on commercial banks and corporates 0
Claims in the form of collective investment undertakings 0
Other items -                          -                           0 -                                            -                                           -                                       -                                   
Total 0 0 287,307,916 0 0 0 0

Unfunded Credit Protection
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Table 20 

Counterparty credit risk is related to counterparty default risk before the transaction is realized. The bank 
had SWAP transaction mainly with its sister bank – ProCredit Bank Germany, however, exposure from 
swaps as of December 2025 was zero.  

Table 21 

Risk Weighted Assets for Market Risk is the volume of total open currency position. The bank, according 
to the foreign currency risk management policy, does not carry out speculative transactions and tries to 
maintain open currency position within strict internal limits. 

The bank is required to maintain capital for operational risk. For calculating the risk weighted assets for 
operational risk the bank applies to the method of basic indicator. 

Credit Risk Mitigation in Lari

Claims or contingent claims on central governments or central 
banks 255,161,925 255,161,925

Claims or contingent claims on regional governments or local 
authorities 0 0

Claims or contingent claims on  public sector entities 0 0

Claims or contingent claims on multilateral development banks 0 0

Claims or contingent claims on international 
organizations/institutions 0 0

Claims or contingent claims on commercial banks 0 0
Claims or contingent claims on corporates 36,312,622 5,127,187 41,439,809
Retail claims or contingent retail claims 4,246,467 4,246,467
Claims or contingent claims secured by mortgages on 
residential property 0 0

Past due items 0 0
Items belonging to regulatory high-risk categories 0 0
Short-term claims on commercial banks and corporates 0 0
Claims in the form of collective investment undertakings 0 0
Other items 0 0
Total 295,721,014 5,127,187 300,848,201

 Total Credit 
Risk Mitigation - 

On-balance 
sheet  

 Total Credit Risk 
Mitigation - Off-
balance sheet  

Total Credit Risk Mitigation

Counterparty credit risk in Lari

Derivative contracts
Nominal 
Amount

Current 
Market 
Value 
(CMV) Collateral Value

Replaceme
nt Cost 
(RC)

Potential 
Future 
Exposure 
(PFE)

Supervisory 
Alfa Factor 
(α)

Exposure at 
Default 2% 20% 35% 50% 75% 100% 150% Counterparty Credit Risk Weighted Risk Exp

0 0 0 0 0 0 0 0 0 0 0 0 0 0
Calculated under Standardised Method 0 0 0 1.4 0 0 0 0 0 0 0 0 0
Calculated under Simplified Standardised Method 0 0 0 1.4 0 0 0 0 0 0 0 0 0
Calculated under Original Risk Exposure Method 0 0 0 1.4 0 0 0 0 0 0 0 0 0
Contracts with Qualified Central Counterparty 1.4 0 0

Calculated under Standardised Method 1.4 0 0
Calculated under Simplified Standardised Method 1.4 0 0

Calculated under Original Risk Exposure Method 1.4 0 0
Contracts with Central Counterparty 1.4 0 0

Calculated under Standardised Method 1.4 0 0
Calculated under Simplified Standardised Method 1.4 0 0

Calculated under Original Risk Exposure Method 1.4 0 0
Contract with Commercial Banks 0 0 0 0 0 1.4 0 0 0 0 0 0 0 0 0

Calculated under Standardised Method 1.4 0 0
Calculated under Simplified Standardised Method 1.4 0 0

Calculated under Original Risk Exposure Method 0 0 0 0 0 1.4 0 0 0 0 0 0
Contracts with Financial Institutions except for Banks 1.4 0 0

Calculated under Standardised Method 1.4 0 0
Calculated under Simplified Standardised Method 1.4 0 0

Calculated under Original Risk Exposure Method 1.4 0 0
Contracts with Corporate Clients 1.4 0 0

Calculated under Standardised Method 1.4 0 0
Calculated under Simplified Standardised Method 1.4 0 0

Calculated under Original Risk Exposure Method 1.4 0 0
Contracts with Natural Persons 1.4 0 0

Calculated under Standardised Method 1.4 0 0
Calculated under Simplified Standardised Method 1.4 0 0

Calculated under Original Risk Exposure Method 1.4 0 0
Total 0 0 0 0 0 1.4 0 0 0 0 0 0 0 0 0
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Table 22 

 

 

The table below shows the risk weighted assets after mitigation applied: 

Table 23 

 

 

 

 

Operational risks - basic indicator approach in Lari
2025 2024 2023 Average of sums of net Risk Weighted asset (RWA)

1 Net interest income     75,020,965     73,893,348       76,444,939 
2 Total Non-Interest Income     19,670,774     24,137,598       18,730,185 
3 less: income (loss) from selling property          194,147            95,922            111,870 
4 Total income (1+2-3)     94,497,592     97,935,024       95,063,254                       95,831,957                           179,684,919 

Risk Weighted Assets in Lari
4Q-2025 4Q-2024

Risk Weighted Assets for Credit Risk         1,415,470,111         1,324,918,790 
Balance sheet items         1,333,083,001         1,244,982,023 
       Including: amounts below the thresholds for deduction (subject to 250% risk weight)                          -   
Off-balance sheet items             82,387,110             79,936,767 
Counterparty credit risk                          -                            -   
Risk Weighted Assets for Market Risk               1,876,166               3,894,648 
Risk Weighted Assets for Operational Risk           179,684,919           184,038,123 
Total Risk Weighted Assets         1,597,031,195         1,512,851,561 
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15.7 Differences between accounting and regulatory scopes of consolidation 
  

 

 

Table 24 

Differences between accounting and regulatory scopes of consolidation in GEL

Cash and balances with the NBG                                            217,704,499                                                                 217,704,514 
Mandatory reserve deposits with 
NBG

                                           295,829,561                                                                 295,829,561 

Investments in debt securities                                            149,987,333                                                                 149,987,333 
Investments in equity securities                                                    642,023                                                                         642,023 
Investments in associates                                                 3,578,463                                                                      3,578,463 
Investments in subsidiary                                                                -                                                                        6,100,000 
Due from banks                                            147,565,849                                                                 147,565,834 
Financial Assets at fair value 
through profit or loss

                                                        2,944                                                                              2,944 

Loans and advances to customers                                         1,379,126,060                                                              1,379,126,060 
Current tax asset                                                 1,376,803                                                                      1,376,803 
Investment properties                                                 3,989,420                                                                      3,989,420 
Intangible assets                                                 4,235,156                                                                      4,235,156 
Property and equipment                                               41,378,369                                                                   41,376,807 
Right-of-use assets                                                 3,423,086                                                                      3,423,086 
Other assets                                                 9,963,486                                                                      9,829,625 
Total assets                                         2,258,803,054                                                              2,264,767,631 

Assets (as reported in published 
IFRS financial statements)

Carrying Values as reported in 
published IFRS financial statements

Carrying Values per IFRS under scope of 
regulatory consolidation (stand-alone) Notes

Financial l iabil ities at fair value 
through profit or loss

                                                        6,560                                                                              6,560 

Customer accounts                                         1,505,127,922                                                              1,514,990,101 
Other borrowed funds                                            352,978,701                                                                 352,978,701 
Subordinated debt                                               60,819,389                                                                   60,819,389 
Lease l iabil ities                                                 3,436,284                                                                      3,436,284 
Current tax l iabil ity                                                                -                                                                                       -   
Other l iabil ities                                                 2,103,423                                                                      1,970,638 
Other provisions                                                 2,634,118                                                                      2,634,118 
Deferred tax l iabil ity                                                 2,574,347                                                                      2,574,347 
Total liabilities                                         1,929,680,745                                                              1,939,410,139 

Liabilities (as reported in published 
IFRS financial statements)  

Carrying Values as reported in 
published IFRS financial statements

Carrying Values per IFRS under scope of 
regulatory consolidation (stand-alone)

Notes

Subscribed capital                                            112,482,805                                                                 112,482,805 
Capital reserve                                               72,117,570                                                                   72,117,570 
Retained earnings                                            144,119,938                                                                 140,355,121 
Revaluation reserve:                                                    401,996                                                                         401,996 
Total equity                                            329,122,309                                                                 325,357,492                          -   

Carrying Values per IFRS under scope of 
regulatory consolidation (stand-alone) Notes

Equity (as reported in published 
IFRS financial statements)

Carrying Values as reported in 
published IFRS financial statements
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15.8 Internal capital adequacy 
Ensuring that the bank has sufficient internal capital at all times is a key element of ProCredit’s group-wide 
risk management and internal capital adequacy assessment process. In the context of the internal capital 
adequacy assessment, the capital needs arising from our specific risk profile are compared with the 
available capital resources to assure that the ProCredit Bank’s capitalisation is at all times sufficient to 
match our risk profile. It is an ongoing process that raises group/bank-wide awareness of our capital 
requirements and exposure to risks. 

The methods we use to calculate the amount of economic capital required to cover the different risks the 
bank is exposed to are based on statistical models, provided that appropriate models are available. The 
guiding principle for our internal capital adequacy assessment is that the bank is able to withstand strong 
shock scenarios. In our view, the crisis years 2008-2010 and last couple of years proved the necessity for 
a cautious approach to managing risks and capital, and the developments during that time proved the 
strength of the ProCredit Group as well as of ProCredit Bank in dealing with a difficult economic 
environment. Throughout this period, the bank showed strong levels of capital, leaving ample scope for 
additional loss absorption had the economic conditions further deteriorated. 

According to the internal capital adequacy concept, we are committed to being able to always meet our 
non-subordinated obligations in the event of unexpected losses, both in normal and in stress scenarios. 
The Bank’s capital according to the internal capital adequacy of the bank was sufficient at all times during 
2025.  

When calculating the economic capital required to cover risk exposures, we apply a one-year risk 
assessment horizon. The included material risks and the limits set for each risk reflect the specific risk 
profile of the bank and are based on the annually conducted risk inventory.  

Stress tests 

Stress tests are performed regularly, at least once per quarter and ad hoc, to test the bank’s resilience. 
Various types of analysis are performed, from simple sensitivity analysis for individual risk types to scenario 
analyses in which multiple or all risk factors are stressed simultaneously. Our analysis of the impact of 
stress scenarios includes an analysis of a severe economic downturn.  

The scenarios apply to both historical and hypothetical stress situations. They include, among other things, 
assumptions depicting significant deterioration of macroeconomic conditions and simultaneous massive 
economic downturn. The selection of the scenarios takes account for the bank’s strategic orientation and 
the economic environment.  

The results of stress testing show that the risks to which the bank would be exposed in a severe stress 
event would not exceed the RAtCR, meaning that the internal capital adequacy of the bank would be 
sufficient at all times, even under stress conditions. Our analysis of the ProCredit Bank’s internal capital 
adequacy thus confirms that the bank would have an adequate level of capitalisation even under extremely 
adverse conditions. 
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16 Remuneration 

16.1 Principles of remuneration 
The overall aims of the bank’s staff management approach are to establish long-term relationships between 
our staff and the ProCredit institution and to promote responsible behaviour among staff. ProCredit Holding 
sets the framework for the bank’s remuneration structure and organises a regular exchange of experience 
on these topics. ProCredit Bank is responsible for the implementation of the standards.  

The ProCredit Bank’s remuneration system is in line with our sustainable business and risk strategy and 
does not encourage excessive risk taking by our employees. The remuneration structure of the ProCredit 
Bank has the following objectives: 

• to attract and retain staff and managers who have the requisite social and technical skills and have 
the willingness to engage  

• to encourage staff to assume responsibility, to effectively manage the operations of the bank and to 
work together as a team 

• to support the development and maintenance of long-term working relationships 
• to ensure that the remuneration is perceived to be transparent and fair in order to encourage staff to 

perform their duties in line with the conservative risk profile of the ProCredit Bank  

The remuneration approach in ProCredit Bank aims to provide a long-term perspective to our staff and 
managers. A transparent salary structure with fixed salaries is a key aspect in this context; the policy is 
elaborated so as to allow and promote a healthy and efficient risk management without encouraging 
excessive risk taking, which could overwhelm the Bank’s risk bearing capacity, and to avoid potential 
conflicts of interests.  

Remuneration structure is comprised mainly of fixed remuneration – when the conditions for granting it and 
its values are based on predetermined criteria; they are non-discretionary reflecting the level of professional 
experience and seniority of staff, they are transparent, permanent and irrevocable; may not be reduced 
suspended or cancelled by the Bank, do not provide incentives for risk assumption. 

In addition to a fair salary, the bank offers its staff members comprehensive training and professional 
development opportunities that represents a significant benefit for our staff. ProCredit Bank invests 
significant amounts in training, and the expenditures for training measures are a substantial part of the 
bank’s overall personnel expenses. Other important factors which build long-term relationships between 
our staff and ProCredit are the interesting jobs we offer, flat hierarchies, transparent promotion opportunities 
since our management staff predominantly come from within the bank, independent responsibilities for 
duties as well as a stimulating and professional working environment.  

16.2 Structure of remuneration  
When defining the remuneration for its staff and managers, ProCredit Bank applies the group’s 
standardised salary structure which has 22 salary levels. The bank defines the exact salary amounts in 
each step according to the market conditions, assigning its staff to one of the salary steps. This is carried 
out on the basis of the individual’s position, the responsibilities they hold and their performance.  

The purpose of this salary structure is to ensure that positions with comparable responsibility within the 
ProCredit group are also compensated according to the same principles. This salary scheme defines which 
professional development programmes an employee must have successfully completed in order to be 
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appointed to the various positions. A review of the allocation of staff within the ProCredit Bank to one of the 
22 salary steps is also carried out annually on the basis of extensive staff evaluations and feedback 
discussions carried out by the HR committee.  

The framework of the remuneration systems in the ProCredit Bank presented above also apply to staff 
whose professional activities have a material impact on the risk profile of the bank and the ProCredit group. 
As variable remuneration elements are not permitted in the remuneration structure of the bank described 
above, our remuneration system provides no incentives to assume particular risks. 

16.3 Communication and approval of remuneration schemes 
The remuneration structure and particularly the salary scheme in the bank is communicated to staff in a 
transparent manner. The Board of Directors of the ProCredit Bank reports annually to the supervisory board 
of the bank on the remuneration structure. The salary scheme specific to the bank is likewise subject to 
annual review; the Board of Directors of the bank examines the salary scheme and it is approved by the 
Supervisory Board. The Human Resources Committee is the bank’s body responsible for taking decisions 
regarding the professional development of staff members and reviewing the bank’s remuneration practices. 
The committee meets at least quarterly.  

Remuneration for the Management of the bank is approved by the bank’s supervisory board, after 
discussion with the Management of ProCredit Holding. Their remuneration consists of only a fixed 
component, and it does not include incentives correlated with the Bank’s performance. 

16.4 Remuneration 2025 
The remuneration of all staff in ProCredit Bank whose professional activities have a material impact on the 
risk profile is given below. Generally, the list of the material risk takers includes the management of the 
bank and staff with management responsibilities (pursuant to Delegated Regulation (EU) No. 604/2014).  

Remuneration is presented separately for staff whose professional activities have an impact on the risk 
profile and for members of the Management. As a general rule, the decision makers of the following 
directions are classified as staff whose professional activities have an impact on the risk profile: risk 
management (16 people), finance (2 person), legal (1 people), HR (1 person), internal audit (1 person), 
compliance (2 people), Information technology and distant services (4 people), business (41 people) and 
heads of other departments/units (2 people). The bank does not use a variable remuneration mechanism; 
therefore, the remuneration of the risk and compliance functions is independent of their performance. 
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4 Table 26 

Four members of the bank’s Supervisory Board are independent, whose remuneration is shown in the table 
above.   

 

17 ESG Reporting and Disclosure 

ProCredit Bank, as a responsible organization focused on financing business and retail clients, believes 
that business and economic development and economic growth should be based on the principles of a 
sustainable economy, which includes meeting the high requirements of ESG in its operations, as well as 
access to green and inclusive financing. 

ESG report presents the Bank's comprehensive approach to environmental and social topics, reflected in 
the Bank's business model and policies. The rules and standards describe the control mechanisms that 
enable the bank to effectively assess and manage ESG risks, internally and externally. As a result, of the 
above approach, the report also provides the qualitative and quantitative results and KPIs of the Bank. 

 

 
4 Number of material risk takers include two employees who left the bank in 2024 (legal and IT direction). 

in Lari
Board of Directors Supervisory Board Other material risk takers

Number of employees 4 6 68 
Total fixed remuneration (3+5+7)                                           1,728,187                                             279,645                                                    6,384,304 

Of which cash-based 1,687,023 279,645 5,986,779 
Of which: deferred

Of which: shares or other share-linked 
instruments

Of which deferred
Of which other forms 41,164 397,524 

Of which deferred
Number of employees
Total variable remuneration (11+13+15) 0 0 0 

Of which cash-based
Of which: deferred

Of which shares or other share-linked 
instruments

Of which deferred
Of which other forms

Of which deferred
                                          1,728,187                                             279,645                                                    6,384,304 

 Remuneration awarded during the reporting period

Fixed 
remuneration

Variable 
remuneration

Total remuneration
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