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1. Introduction

Governmental changes after the parliamentarian elections of October 1, 2012, revealed numbers of systemic
crimes, committed during the former Government’s ruling. The situation appears to be especially critical for
those, who were forced to cede their legal property in favor of the state ownership and whose right to a fair trial
has been violated during the period from 2004 to 2012. The presented research deals with one of the most
significant facts of illegal confiscation and misappropriation of the property. The research has started from the
beginning of 2015 and after months of thorough investigation and consideration of facts, evidences and
documents, the Georgian NGO “Young Barristers” will be first to disclose the true history of the JSC “Intellect
Bank” bankruptcy and alienation before the public society. The research will also refer to the high ranking
officials and representatives of the business community, taking active part in the alleged offences, investigation of

which is now, in the new political reality, prerogative of the investigative authorities of the country.

On March 13, 2015, the NGO “Young Barristers” and the former shareholders of the JSC “Intellect Bank” held a
briefing, where they made a joint official statement concerning the alienation of the assets and liabilities of the
JSC “Intellect Bank” leading to its artificial bankruptcy. The organization appealed to the Prosecutor’s Office of
Georgia with the request to hasten investigation over the JCS “Intellect Bank” case and make those, involved in
the process of the bank bankruptcy and confiscation, liable for their illegal actions. In March 2015, the
organization called on the Parliament of Georgia for starting relevant procedures for Giorgi Kadagidze’s (the
President of the National Bank of Georgia), dismissal. The research revealed that Giorgi Kadagidze’s decisions
made concerning the commercial banks in 2006, included signs of crime. Such evaluation, made by “Young
Barristers” was shortly responded by the NBG. The NBG claims, that the provisional administration created by
the National Bank of Georgia entered the JSC “Intellect Bank” and it was a typical situation, when the “financial
situation of the Bank endangered its depositors and creditors undermining stability and sustainability of the
banking system itself”. The NBG also noted that their plan of intervention in the work of the commercial bank in
case of the “Intellect Bank” was based on the best international practice used in similar cases. The process was
transparent and was carried out through participation of each stakeholder. “It was the only and the most
successful and healthy way of the problem resolution as a result of which neither depositors nor creditors of the
bank were affected”. However it is not specified and cannot be specified, precisely based on which “international
practice” were these activities implemented by them. As for the issue of the NBG actions’ transparency, we will

discuss it further in the research.

On March 16, 2015, the “Young Barristers” responded to the official response of the National Bank. The
organization expressed its opinion that the National Bank of Georgia was trying to hide the signs of the alleged
criminal offences supposedly committed by the high-ranking officials with respect to the bankruptcy of the
“Intellect Bank”. During the briefing, the organization appealed to the President of the National Bank of Georgia
and offered to arrange a meeting with the organization and the former shareholders of the JSC “Intellect Bank”
and discuss the legality of the bank bankruptcy and innocence of the administration of the NBG of that time. The
organization sent official request of meeting to the NBG in March 18, 2015, however neither the President nor

other authorized person of the National Bank has yet expressed their desire to meet. (By January 2016 anyway).

On May 25, 2015, “Young Barristers” attended a joint sitting of the Budget and Finance and the Sector Economy
Committees of the Parliament of Georgia, where the Chairman of the National Bank of Georgia represented NB

annual report 2014. The Chief-executive of the organization, Archil Kaikatsishvili took advantage of his right to



ask question. After Giorgi Kadagidze had stated, that soon, term of his authority of the President of the National
Bank would expire. He noted that he is ready to take full responsibility for every problem, emerged within the
system during his governance. The Head of the “Young Barristers” asked Giorgi Kadagidze to make a comment
on the punitive measures, implemented against four commercial banks of the Banking System and requested
explanation, about National Bank’s activities in order to protect stability of those commercial banks. Archil
Kaikatsishvili’s question was about following commercial banks: “Kartu Bank”, “Kor Standard Bank”, “People’s
Bank” and “Intellect Bank”. According to Mr. Kaikatsishvili, implemented activities have actually led to the
bankruptcy of the above-mentioned banks, while the National Bank refused to intervene. Giorgi Kadagidze
evaluated Archil Kaikatsishvili’s question as provocative and stated, that the Prosecutor’s Office is conducting an
investigation with regard to those banks. According to Mr. Kadagidze, investigative bodies should get interested
in every person’s legal liability, whose actions might contain elements of crime. The president of the National
Bank of Georgia is ready to answer all the questions, if the investigation gets interested in any person’s

involvement in the above-mentioned cases.3?

On June 4, 2015, the Georgian NGO “Young Barristers” and the JSC “Intellect Bank” shareholders held another
joint briefing concerning the depravation of the JSC “Intellect Bank” asstes and lianilities from the legal owners.
This time, the briefing was held in order to respond to the TV statement of the third President of Georgia,
Mikheil Saakashvili, made on June 2, 2015, where the assessments over the “Intellect Bank” bankruptcy case was
made, even though no one had asked him to make a comment over the issue. Mikheil Saakashvili’s claim, as if the
“Intellect Bank” was the “wasted bank” and the Government “did everything to protect and save” the bank”, is
beyond all criticism and represents an attempt of misinterpretation of the facts. According to the statements of
the Head of the “Young Barristers” and the former shareholders of the bank, the former President of Georgia is
deliberately trying to mislead the society in record of the “Intellect Bank” case. The organization believes that
through such public statements, the State officials are trying to hide crimes committed against the “Intellect
Bank” which had finally led to the illegal and unjustified bankcruptcy of the most successful bank of the time in
Georgia, as well as trying to hide their connection with the process, based on which it was transmitted to heir
favorite “Bank of Georgia” for 1 GEL.

In the second half of 2015, the organization “Young Barristers” managed to make “Intellect Bank” case a subject
for discussion and media interest. On August 14, 2015, the representatives of the legal field of the country, law
experts and civil sector received information concerning the depravation of the assets and liabilities leading to
the bancruptcy of the JSC “Intellect Bank” directly from the former shareholders of the Bank. This case was
discussed in detail during the conference organized by the “Young Barristers”, dedicated to the cases of property
confiscations. Numerous law experts and specialists responded to the case through printing media, all of which
had evaluated the case in the context of the systemic crimes and demanded legal liability of those, involved in the
process of the “Intellect Bank” bankruptcy case. However, the media was not always competent while publishing
information about such a resonant bankruptcy case. Neither journalistic standards were sufficiently observed, nor
were the facts precise. In each publication, they were talking about the interests of the current and former
politicians, distribution of shares, lobbying certain officials etc... However, such reasoning was almost never
followed by relevant factual and documentary evidences. Despite this fact, media resources always referred to the

issue as to the “bankrupted bank case”, which is very important in the process of the formation of the correct

*2 Video recording of the joint sitting of the Budget and Finance and the Sector Economy Committees of the Parliament of Georgia of May 25,
2015.



media opinion over the issue. Of course, the organization will pay certain attention to the media discussion of the
case, but yet, the main goal of the research is to consider the legal aspects, factual and legal circumstances of the
case, as well as to evaluate the legality of the decisions made with respect to the “Intellect Bank” before the
creation of the Provisional Administration, during the brake of the Administration in the commercial bank and
the situation following the brake of the Provisional Administration. Accordingly, presented research is the first
complete research of the case collecting all the factual evidences and legal analysis of the decisions, concerning
the case. The research will provide answers for all those, who are asking what had really happened with regard to
the “Intellect Bank”.

The legal and factual background of the case, as well as decisions, made by different administrative bodies and
the attitudes of the business partners all of which are structurally connected with the case, have been researched
during the monitoring. The organization had paid special attention to the legal perspective of the JSC ,Intellect
Bank” case and to the recommendations, made to the legislative and executive powers of the country by the
organization, due to the legitimate expectation of the organization, that State authorities are, (should be)
interested in making fair decisions, with respect to the property confiscation cases generally. The research,
prepared by the legal group of the organization, will be delivered to the Executive, Legislative and Judicial
branches of the country and will be introduced to the Public Defender’s Office, Diplomatic Corps and
representatives of the International Organizations in Georgia. English language version of the research will also
be submitted to the European Union, Council of Europe, United Nations and other International organizations
working in our country. A round table, with participation of interested experts and law specialists, focusing on
the litigation-related legal aspects of the case and the means of their implementation, will also be held by the

organization.

The research is aiming at increasing public awareness regarding the case and making it a subject of broad

discussion throughout the professional community and media.

The organization would like to thank the State Agencies, who has cooperated in the process of submitting public

information. Such assistance was essential for the research.



2. Legal Aspect of the Issue

Since August 7, 1993, the JCS “Intellect Bank” was founded based on the court registration and relevant license,
issued by the National Bank of Georgia. On August 7, 1995, the bank was re-registered in accordance with
Didube district court decision due to the legislation requirements of that time. In compliance with its own
charter, the JSC “Intellect Bank” was attracting both - interest bearing and interest free capital deposits, issuing
loans (including consumer, mortgage, balance and other credits), commercial financing, funds transfer, cash
transactions (including collections), foreign currency exchange, issuing plastic cards and tax  documents,
organizing their circulation and other activities permitted by law. An authorized capital of the bank initially
amounted 3 099 770 GEL, while by 2001 it had increased and amounted 5 000 000 GEL. In addition to this, the
bank owned 64 000 000 GEL assets and the overall capital of the bank by December 31, 2005, had amounted 10
248 000 GEL. In accordance with the fourth chapter of the “Intellect Bank” charter, General Meeting of
Shareholders was the supreme administrative body of the company, supervised by the Chairman of the
Supervisory Board (the President). According to the charter, the General meeting was forming Supervisory board
from the shareholders, and Supervisory Board, in turn was electing 4 years term President and Deputy
Presidents. The Charmin of the Supervisory Board (the President) was the top person of the bank, enjoying
unrestricted representative rights in relation with the third parties. The representative body — the Directorate,
consisted of the Director General, Deputy Directors and four Directors, also managed current activities of the
bank. Kakha Giuashvili (the President), Nugzar Khundadze (Deputy President), D. Marghania (Deputy Presdent),
Giorgi Akhvlediani (Supervisory board member), Gocha Abashidze (Supervisory board member) and Kakha
Ghambashidze (Supervisory Board member) composed the Supervisory Board of the bank.

The JSC “Intellect Bank” had been holding position of one of the leader banks in Georgia for years, which was

confirmed by the bank’s services and capacities:

> “Intellect Bank” was the first bank in Georgia to create relevant technical and technological conditions,
making it possible to provide complete banking service independently from Russian (former Soviet)

banking system;

» The bank managed to integrate Georgia in the SWIFT — today well-known international transfers; it was
first bank to be involved in the system, which in fact ended Georgian dependence on the Russian

Banking system;

> “Intellect Bank” was the first bank in Georgia to reach an agreement with an international plastic cards
systems, such as Master card and Cirius Maestro and was first bank in Georgia to published their brand-

name first international Georgian plastic cards;

> “Intellect Bank” was the first to introduce and launch ATM in Georgia. Later, it created its own ATM

network, which was the only one in the county by that time;

> “Intellect Bank” was the only exclusive partner and authorized distributor of American Express Card (the

so called Amex) in Georgia;



» Along with publishing international plastic cards, the bank established the first processing center — the

company UFC and published first local plastic cards for local consumption under the same name;

» It was the first bank in Georgia to introduce fast money transfer systems for both — local and
international money transfers, including now widespread and well-known MoneyGram and Anelik

money transfer systems;

> “Intellect Bank” was the first commercial bank in Georgia to conclude agreement with the Deutsche

Bank A.G. and started collection of the foreign currency abroad;

» Throughout its existence, the bank managed to establish 14 branches. Such amount of branches were
familiar for only very few banks in Georgia and all of them, unlike the “Intellect Bank”, had inherited

their branches from the Soviet banking system.

The JSC “Intellect Bank” was annually passing through the audit inspection conducted by the members of the so-
called “Big Five”, accredited by the National Bank of Georgia. In addition to this, in accordance with the
Georgian legislation, periodical revisions organized by the NBG were also carried out in the bank. Audit and
revision acts observed, that the actions of the JSC “Intellect Bank” complied with international standards and
NBG requirements. During 2000s, the bank was maintaining leadership position and was becoming increasingly
attractive for the foreign investors. Foreign investors were willing to make reasonable investments in the bank.
Accordingly, partnership and cooperation opportunities of the bank was increasing on both, national and
international level, however, 2005-2006 turned out to be lethal for the “Intellect Bank” development — this is

when the legal owners of the bank found themselves beyond the assets and liabilities of the bank.

Since the second half of 2005, the JSC “Bank of Georgia” at the national level and the Ukrainian JSC
“UkrGazBank” outside the country expressed their interest towards the shares of the JSC “Intellect Bank”.

The JSC “Intellect Bank” was equally providing relevant negotiations with potential partners. It is clear from the
factual evidences of the case that negotiations with foreign, namely Ukrainian partners, fell within the
frameworks of the standard rules; unfortunately, we cannot say the same about the national level, where
approaches in connection with the acquisition of the JSC “Intellect Bank”, turned out to be much rigid. In
summer 2005, negotiations concerning the possible acquisition of the “Intellect Bank” between the
administration of the JSC “Intellect Bank” and the JSC “Bank of Georgia” were in progress. During the
negotiation, the Deputy President of the JSC “Bank of Georgia” Irakli Gilauri offered the Main shareholder of the
JSC “Intellect Bank” Kakha Giuashvili to purchase “Intellect Bank” for nominal price and merger the banks. The
JSC “Intellect Bank” answered, that the negotiations should continue, since the bank was considering other offers

over the same issue as well.

As it turned out, such a response on behalf of the JSC “Intellect Bank” was not satisfying for the “Bank of
Georgia” which was already considered to be the favorite bank of the Government. The JSC “Bank of Georgia”
intended to get assets and liabilities of the JSC “Intellect Bank” with any means necessary and accordingly started
implementation of the illegal pressure — established practice of that time and the NBG turned out to be the one,

promoting and practically implementing such an illegal activity.



In September 2005, the NBG started financial revision of the JSC “Intellect Bank”. The revision lasted 3 months,
much longer than regular revisions. Despite this, there were no serious violations, revealed by the revision. The
leaders of the “Intellect Bank” indirectly linked the fact of the financial revision and not really natural and
normal activation of the NBG with the activities of the “Bank of Georgia” leaders, whose links and impact over
the NBG was obvious. The JSC “Intellect Bank” was assigned to the CAMEL’s third rating, (Capital, Asset quality,
Management, Earnings, asset Liberty Management), sustainably maintained by the bank, however, despite this
fact, as a result of the revision, the JSC “Intellect Bank” was provided to carry out irrelevant recommendations,
requiring to cover problem loans, sell part of the assets and increase authorized capital. Despite the fact, that the
bank administration did not really agree with the content of these recommendations and believed, that they
were decently functioning in compliance with the standards and norms, envisaged by law without such
recommendations, yet, they started to fulfill all the requirements determined by the NBG. In particular, the
problem loan (which were not actually problem loans, but were evaluated such a way by the NBG) coverage was
successfully started, the part of the assets were sold, (e.g. a plot of land in Grigoleti, owned by the bank, was
sold).

In addition to this, 930 000 shares of the JSC “Poti Ship-yard”, were added to the ownership of the JCS “Intellect
Bank”. In January 2006, the bank had already covered most of the problem loans and what is the most important,
recommendations were being fulfilled by the bank in accordance with the schedule, determined by the NBG.

Despite the fact, that the JSC “Intellect Bank” was fulfilling all the requirements determined by the NBG, yet, on
December 26, 2005, based on the #1472/06 National Bank letter, the JSC “Intellect Bank” was suddenly forbidden
to receive all kinds of deposits, (apart from the current accounts), issue new credits and make foreign currency
investments without prior agreement with the NBG. Such an action on behalf of the NBG was completely
unclear and unjustified, as long as it was lacking any legal background. This decision was even vaguer, since
negotiations concerning the alienation of the JSC “Intellect Bank” was still in progress with both, the “Bank of
Georgia” and the Ukrainian “UkrGazBank”. Accordingly, rigid policy of the National Bank gave rise to certain
assumptions that certain parties of the negotiations would be deprived from any further advantages. Along with
the methodological pressure implemented by the NBG against the JSC “Intellect Bank”, the telephone calls were
made by the Deputy President of the “Bank of Georgia”, Irakli Gilauri to the top person of the “Intellect Bank”,
Kakha Giuashvili, asking whether the administration of the bank had made final decision over their offer or not.
The administration of the JSC “Intellect Bank” started active communication with the NBG in order to deal with

the situation.

On January 12, 2006, the meeting of the “Intellect Bank” administration (Gogi Salia, Kakha Amaglobeli, Giorgi
Gabidzashvili) and the chief shareholder Kakha Giuashvili with the President of the National Bank of Georgia,
Roman Gotsiridze and the Head of the Georgian Financial Supervisory Agency of that time, Giorgi Kadagidze
was held. During the meeting, the “Intellect Bank” administration outlined, that negotiations for attracting
significant investments from the JSC “UkrGazBank” and other private investors, including the JSC “Bank of
Georgia” were in progress. Mr. Gotsiridze, didn’t oppose to the representatives of the “Intellect Bank”, however,
Mr. Kadagidze said, that the price agreed with the “UkfGazBank” and other private investors by the “Intellect
Bank” was not reasonable and was too high. Factual evidences of the case revealed, that Roman Gotsiridze told

Mr. Kadagidze, that the determination of the price of the commercial bank shares is their own business and the



NBG cannot intervene in this issue. Such a reaction on behalf of Giorgi Kadagidze proves, that his attitudes
towards the JSC “Intellect Bank” was not from the beginning healthy and objective and he was either personally
interested or influenced by someone, in the illegal alienation of the commercial bank and for its transmission to

the “Bank of Georgia” for as low price, as possible. He had later fulfilled this task.

In spite of such an unprecedented pressure, implemented by the NBG, the JSC “Intellect Bank” carried on
strengthening financial situation of the bank through the attracted investments. In particular, on January 30,
2006, following natural persons: Demur Bagdavadze, Zaza bagdavadze, Badri Efremidze and Bardi Margvelashvili
made an investment of 1 000 000 GEL in the JSC “Intellect Bank”, which was relevantly reflected in the registry
of the “Intellect Bank” shares. After a month, another investment of 3 000 000 GEL was planned to be made to
the “intellect Bank” by the same persons. This money was already on the private account in the “Intellect Bank.”
Notwithstanding all these developments, the National Bank of Georgia turned to be actively involved in the

process of alienation of the bank in favor of the “Bank of Georgia”.

On February 2, 2006, based on #106/06 letter of the National Bank, the “Intellect Bank” was informed, that the
financial inspection found, that the bank cannot ensure preservation of the regulatory capital and thus the bank
is subject of relevant legislative measures and sanctions. Such a letter sent to the bank, which had already
fulfilled all the recommendations determined by the NBG and which had increased its capital through the
investments, mentioned above, as required by the recommendation, can only be evaluated as an intentional
action against the bank. It should also be mentioned, that in accordance with the letter from the NBG of
February 2, the “Intellect Bank” was required to recover its regulatory capital by 7.8 million GEL within one
week or the National Bank would enforce relevant legal measures. In this situation, the administration of the
“Intellect bank” did the impossible. On February 8, 2006, the Ukrainian “UkrGaxBank” transferred 2 000 000
USD to the correspondent account of the “Intellect Bank”. Even more, the “Intellect Bank” and the JSC
“Ukrgazbank” agreed, that the latter would pay 5 000 000 USD for 50% of the “Intellect Bank” shares and would
in addition make an investment of 10 000 000USD. On February 9, 2006, the “Intellect Bank” officially informed
the National Bank of Georgia about the measures taken for the increasment of the regulatory capital. It also
should be noted, that the representatives of the JSC “Ukrgazbank” were already in Tbilisi, being acquainted with
the specifics of the “Intellect Bank” work and the employees of the branches. They visited offices and were
actively getting ready for buying shares and elaborating revised strategy for the bank. Moreover, the
representatives of the “Ukrgazbank” visited the NBG as well and awared it of the future investments to be made

in the “Intellect Bank”.

Due to the fact, that the investment made by the “Ukrgazbank” was recorded in the NBG on the correspondent
account of the JSC “Intellect Bank”, it was clear for the NBG the investor in the “Intellect Bank” was the
“Ukrgazbank” and thus the JSC “Bank of Georgia” would not be able to merger the bank. In addition to this,
through the investment, made by the “Ukrgazbank”, the JSC “Intellect Bank” was fulfilling recommendation,
issued by the National Bank, meaning such methods were not enough for damaging the bank and accordingly

decided to move to the more rigid and completely illegal actions:

In particular, on February 10, 2006, all of a sudden, based on the #68 decree of the Vice-president of the National
Bank of Georgia, Ekaterine Galdava, the Povisional Administration was appointed in the JSC “Intellect Bank”. It

is stated in the decree that the main aim of the appointment of the Provisional Administration, is to improve



financial situation of the Bank. The Provisional Administration was appointed for one-month period. Provisional

Administration was composed of three persons:

» Giorgi Kadagidze — the Head of the Provisional Administration, maintaining his position and salary in the

NBG Supervision Department and;

> Giorgi GoGuadze — the Chief Economist of the Inspection Department (Inspection Division), the

National Bank of Georgia, maintaining his position and the salary;

» David Svanidze — the Chief economist of the Banking Supervision Department (Inspection Division), the

National Bank of Georgia, maintaining his position and the salary.

In accordance with the decree of the Vice-president of the National Bank of Georgia, the main objective for the
appointment of the Provisional Administration is to ensure implementation of the measures, necessary for the
improvement of the financial situation in the bank. Following restrictions have been imposed over the “Intellect
Bank” from the appointment of the Provisional Administration: authority of all administrative bodies existing in
the “Intellect Bank”, including General Meeting of Shareholders, was suspended; complete administrative
authority of the bank was transferred to the Provisional Administration; any action implemented in the name of
the “Intellect Bank”, without prior written consent of the Provisional Administration, was declared inadmissible.
In turn, Provisional Administration was tasked with implementation of the following measures as soon as
possible: a) to determine terms and conditions of implementation of the Provisional Administration for the
branches and subsidiaries of the bank; b) to define and represent to the National Bank of Georgia list of the bank
personnel, to whom it would be reasonable to grant relevant authority for the aim and goals of the Provisional
Administration; ¢) the management of the “Intellect Bank” was obliged to transmit all seals, calculations,
accounts and their documentations to the Provisional Administration within the time, determined by the latter;
d) Public Relations Department of the National Bank of Georgia was ordered to officially publish relevant
information concerning an appointment of the Provisional Administration in the “Intellect Bank”. It should be
noted, that on February 10, 2006, Friday, at 18:00 pm, when the working day was over, the Provisional
Administration, created by the National Bank of Georgia, together with the Special Operative Department (SOD)
of the Ministry of Internal Affairs, broke into the “Intellect Bank”. Lately, the personnel of the Prosecutors Office
of Georgia followed SOD, in order to take effective control of the bank.

In the moment of the Provisional Administration’s burst into the “Intellect Bank”, on Friday evening, the
representatives of the JSC “Ukrgazbank” met with the representatives of the National Bank of Georgia including
Ekaterine Galdava, Giorgi Kadagidze and other members of the Provisional Administration and informed them,
that they were ready to immediately transfer another 3 000 000 USD (In addition to 2 000 000 USD already
transferred) to the “Intellect Bank” and after this, make an investment of 10 000 000 USD. In addition to this,
they informed the NBG, that the “Ukrgazbank” would finish negotiations and would purchase holding of shares.
Despite, the fact, that the main goal of the Provisional Administration was to inprove financial situation of the
bank, as determined by N68 decree, the National Bank of Georgia rejected the offer. They have never explained
their refusal to the Ukrainian bank. This refusal confirms, that the NBG did not really aim to improve financial
situation of the commercial bank, which was already the best for that time in Georgia, but the main aim of the
NBG was to deprive all the assets and liabilities of the “Intellect Bank” from its legal owners and to transmit them
to the JSC “Intellect Bank”. The Deputy Director of the “Intellect Bank”, David Tavartkiladze also attended this

meeting.



Rather than fulfilling its statutory obligations, the Provisional Administration, headed by Giorgi Kadagidze,
showed aggressive attitude towards the employees of the “Intellect Bank”. From the moment of its entrance,
Provisional Administration changed security guards, and brought their own “trusted” security guards, sho
allowed the Provisional Administration to bring and take out of bank all uncontrolled documentation and
implement other ections, including locking certain employees of the bank in the building for different period.
The Chair of the Head Office of the “Intellect Bank”, Levan Kvirikashvili, Deputy Director Kakha Amaglobeli,
the Chief accountant of the bank Head Office Tina Asatashvili and an accountant, Ekaterine Rusitashvili were
locked in the bank building for 2 days and nights. From February 10, 18:00 pm until February 12, 18:00 pm. They
were refused to leave the bank territory. By means of using force, threatened and blackmailed, they were forced
to disclose information regarding the bank and sign documents created by the Provisional Administration. At the
same time, SOD officers searched apartment of the Acting Director General of the Intellect Bank, Gogi Salia. On
February 13 or 14, through telephone communication, the Head of the Supervision Department of the National
Bank of Georgia and the Head of the Provisional Administration, Giorgi Kadagidze asked the Deputy Director
General of the “Intellect Bank” Kakha Amaglobeli to come to the Head Office of the Bank. In the office, Kakha
Amaglobeli was asked to sign certain documents, including possible loan loss reserve accounts, created by the
provisional Administration. In return, to his signature, Giorgi Kadagidze promised Mr. Amaglobeli the position
of the Deputy Director in any commercial bank in Georgia, apart from the JSC “Bank of Georgia”, the JSC “TBC
Bank” and the JSC “VTB Bank”. Kakha Amaglobeli refused to sign those documents, because it would not be fair
towards other shareholders of the bank and generally, it was immoral and unjustified offer on behalf of the
National Bank of Georgia. This fact one more time reveals the real reason of the appointment of the Provisional
Administration, headed by Giorgi Kadagidze. The main goal of the Administration was to devaluate real price of
the bank assets and liabilities, through the falsification of the bank documentation and by changing computer

programs, in order to transfer it to the JSC “Bank of Georgia” ownership more easily.

The fact of the JSC “Bank of Georgia” ingagement in the process is proven by the following: on February 11, a
day after the appointment of the Provisional Administration, (It was Saturday, but still working day for the
“Intellect Bank”), the personnel of the “Bank of Georgia” came to the “Intellect Bank”, occupied working
positions of the “Intellect bank” personnel and started providing all kinds of bank services. They subordinated
former employees of the bank and gave them different tasks. (We also consider it relevant to note, that the
Provisional Administration did not provide relevant salaries for them). The representatives of the “Bank of
Georgia” had immediately removed all the “Intellect Bank” signs and boards and summoned all the depositors
and borrowers of the bank, opened new accounts for them in the “Bank of Georgia” and started money transfer
from “Intellect Bank” accounts to the newly opened accounts in the “Bank of Georgia”. All these took place in
front of the Provisional Administration, headed by Giorgi Kadagidze and even more, the representatives of the
Provisional Administration took part in this process themselves, and moreover, this was happning, when the

assets and liabilities of the “Intellect Bank” was not yet officially transferred to the JSC “Bank of Georgia”.

As the logical continuation og the process, two days after the Provisional Administration enter, on February 12,
2006, media reported that the “Bank of Georgia” purchased the JSC “Intellect Bank” and it was a good deal for
them. The Head of the Supervisory Board of the “Bank of Georgia”, Vladimer Gurgenidze spread this information
through the television. The President of the National Bank of Georgia of that time, Roman Gotsiridze also talks
about the fact of alienation of the JSC “Intellect Bank” through the newspaper pages. On February 13, the Radio



“Liberty” aware public society of the history of the JSC “Intellect Bank” alienation. “One of the largest deals were
concluded these days in Georgia. On February 12, 2006, the Prime Minister of the Country, Zurab Nogaideli and
the president of the National Bank of Georgia, Roman Gotsiridze announced, that the JSC “Intellect Bank’s”
assets and liabilities were purchased by the JSC “Bank of Georgia”. As it stated by the Prime Minister, the audit
revealed, that the bank could face significant financial problems and because of this, the NBG and the
Government made urgent decision of selling it. Presentation of the banks merger should have been held on
February 13, 2006, at 19:00 pm, but the ceremony was postponed unexpectedly, but it doesn’t mean that the
transaction did not happen or anything had changed.”- reported the journalist.3® The fact, that alienation of the
JSC “Intellect Bank” took place on February 11, 2006, is confirmed by the article, published in the newspaper “24
Hours”. It is mentioned in the newspaper article, that from February 12 a month on, “Intellect Bank” clients who
will become the “Bank of Georgia” clients in the near future, will enjoy additional 0.5% benefit on their deposits

from.34

On February 12, 2006, the official alienation of the “Intellect Bank” was really announced based on the document
released by the “Bank of Georgia” itself; the Latter bought the JSC “Intellect Bank” for one GEL. Based on the
audit reports of the “Bank of Georgia”, the “Intellect Bank” was bought on February 21, 2006, however, the fact
is, that it had misappropriated the bank already on February 11, 2006 and this fact is confirmed not only by the
newspaper articles, but also by Roman Gortsiridze’s, Vladimer Gurgenidze’s and Zurab Nogaideli’s public

statements as well.

Based on the facts, mentioned above, it can be set, that the entrance of the Provisional Administration appointed
by the National Bank of Georgia, headed by Giorgi Kadagidze, in the JSC “Intellect Bank”, on February 10, 2006,
Friday, 18:00 pm, with an official aim to improve financial situation of the commercial bank, refused real
investors of the bank (the “Ukrgazbank”) to make subsequent investments in the bank, detained the employers of
the bank in the building forcing them to sign falsified and changed documentations of the bank. Based on these
exact documentations, the Provisional Administration created the situation exposing unhealthy financial
environment of the “Intellect Bank”, and along with this process, illegally transmitted the management of the
bank to the JSC “Bank of Georgia”, on February 11, 2006, Saturday, so that shares of the “Intellect Bank” were
still officially and legally owned by the JSC “Intellect Bank” shareholders.

On February 21, 2006, the National Bank of Georgia made unprecedented decision for Georgian Banking system
of that time. The NBG issued 20 000 000 GEL credit with preferential terms for the JSC “Bank of Georgia”, for 2
years, with 6.2% interest rate and by coverage of the interest together with the full amount of the loan in the end
of the term. Issuance of such amount of the loan was equal to the money emission. The NBG issued such credit,
even though 2 weeks earlier, it was recommended by the International Monetary Fund to remove excess money
from circulation. 1 day before issuance of the credit, mentioned above, the President of the National Bank of
Georgia by his order N57 of February 20, 2006, approved the regulation on “the approval of the rule of issuance
of the loan to the commercial banks by the National Bank, as the last instance creditor.” According to this order,
an order N148 of the President of the NBG of June 13, 2001 was abolished. Based on the regulation approved by
the new order, the NBG actually acquired unrestricted right to establish terms of loans to be given to the

commercial banks. Issuance of the loan of 20 million GEL for 2 years with such preferential terms, the day after

% Radio “Liberty”, Kakha Mchedlidze’s story published on the official web page of the radio on February 13, 2006: “How were
the assets and liabilities of the JSC “Intellect Bank “sold”’?
34 Newspaper “24 Hours”, Mary Narchemashvili’s article: 220 000 + 25 000”. February 22, 2006, #37, page five.



submission of the above-mentioned regulation, is suspicious and quite an unjustified action. In addition to this,
the NBG set the “Bank of Georgia” free from the performance of the bank normative for one-year period. Only
through such an artificial support on behalf of the NBG, issuance of such a preferential loan of such a huge
amount and misappropriation of the JSC “Intellect Bank” became the “Bank of Georgia” one of the leader banks
in Georgia. It is also interesting, that only a day before February 20, 2006 — the day of issuance of the loan for the

“Bank of Georgia”, a memorandum of understanding was concluded between the “Bank of Georgia” and the NBG.

We consider it important to note, that two weeks after taking the loan of 20 million GEL, it had issued a loan of
the same amount in the interbank market for 16 % interest rate, meaning, the JSC “Bank of Georgia” gave a loan
of 20 million GEL to other bank/banks with 10% profit, without taking any other measure. The National Bank of

Georgia ignored this fact, one more time proving that the “Bank of Georgia” was the NBG’s protégé.

On February 22, 2006, the Provisional Administration created credit revision document, reflecting the state of
reserves in the portfolio of loans on the “Intellect Bank”.by that time, tha JSC “Intellect Bank” was actually
managed by the “Bank of Georgia”. Initially this document was backdated to February 22, 2006 — actual date of
its creation, but later, the date of its creation was changed and it was reported, as if the document was created on
February 11, 2006. The fact also includes signs of possible crime, which should be relevantly studied and

considered.

On February 26, 2006, the JSC “Bank of Georgia” published English Language report on the official web-page of
the bank: “Making another Step towards Banking Sector Consolidation”. The report considers the fact of winning
sales auction held for selling the JSC “Intellect Bank” assets and liabilities in significantly short time — 60 hours, as
an example of transaction transparency. It is also noted in the report, that from this transaction, the JSC “Bank of
Georgia” received 8 000 000 GEL pure and reliable loan portfolio. After this transaction, the bank acquired
chance to recover non-repayable subsidy of 3-4 million GEL. The report also says, that by merger of the JSC
“Intellect Bank”, the JSC “Bank of Georgia” received additional income of 12 000 000 GEL, however it should be
mentioned, that actual additional income was much more than the figure given in the report. Namely, because of
the bank merger, the “Bank of Georgia” received more then 30 000 000 GEL credit investment, 80% of which is
already paid off and this is exact amount, which was considered by the Provisional Administration as the so
called “loss credit” amount. This amount is recorded on the personal account of the “Bank of Georgia” as a pure
profit. From the above-mentioned report, as well as other audit reports and official documentations, it is clear,

that the bank itself evaluates purchase of the “Intellect Bank” as a very good acquisition:

» The JSC “Bank of Georgia” got 25 000-retail client, about 7 000-card accounts, thereby improving bank’s

position in the retail-banking segment. The bank received significant sales opportunities;

> The JSC “Bank of Georgia” became a general agent and acquired sub-agent license, which improved its

position in the money transfer segment;

> The JSC “Bank of Georgia” became an active partner in the global money transfer Service, improving its

position in the money transfer segment;

» The JSC “Bank of Georgia” became the only distributor of the so called Amex cards in Georgia, which was

well combined with the banks private banking service franchise;



» The JSC “Bank of Georgia” became 49% shareholder in the platform of the multi-banking cards
processing, which was well combined with the Bank of Georgia’s controlling stake in the “Georgian
Card”;

» The JSC “Bank of Georgia” got 18 service centers, including some regions, where the bank itself never

had representation, which promoted its retail banking service;

» The JSC “Bank of Georgia” acquired number of corporate clients, including “UN”, improving its CIB

franchise;
» The JSC “Bank of Georgia” received pure loan portfolio of 8 000 000 GEL, improving its CIB franchise;

» The JSC “Bank of Georgia” received opportunity to recover 3-4 million GEL non-repayable loans,

increasing chances for the ban to get accidental profits.

The JSC “Bank of Georgia” received more than 3 500 000 GEL of annual income only from the commissions,
which had significantly increased next years. Apart from this, in the consolidated balance of 2006 of the “Bank of
Georgia”, prepared by the audit company known throughout the world “Ernst&Young”, we find, that requisition
of the JSC “Intellect Bank”, Preferential credit of 20 000 000 GEL, freedom from the fulfilment of the banking
normative were perfect synergy (not just a mathematical merge), significantly improving bank’s financial

conditions.

Thus, the “Bank of Georgia” admits, that the “Intellect Bank” assets turned out to be pretty profitable for the
“Bank of Georgia”, which contradicts Provisional Administration conclusions. We face the situation, when the
JSC “Intellect Bank” was deemed to be unprofitable bank by the NBG threatening Georgian banking system

generally, however, the “Bank of Georgia” had successfully used its assets, which is simply illogical.

Despite the situation, existing by that time in the Court, in March 2006, the shareholders of the JSC “Intellect
Bank” started court dispute over the issue.® The plaintiffs, shareholders of the bank filed a lawsuit against the
defendant, the National Bank of Georgia. The “Bank of Georgia” was involved in the court dispute as a third
party of the case. The only demand of the plaintiff was to declare an ordinance #68 of February 10, 2006 of the
NBG void. According to the order, a Provisional Administration was appointed in the “Intellect Bank”. Neither

the NBG nor the “Bank of Georgia” recognizde the complaint.

According to the “Intellect Bank’s” complaint, on February 10, 2006, a Provisional Administration, appointed by
the NBG entered the Head office and the branches of the JSC “Intellect Bank” without any relevant prior
notification of the bank administration. Furthermore, on February 11, the JSC “Bank of Georgia” followed the
Provisional Administration without any justification or legal background. The latter is still carrying on illegal
disposal of the property deprived from the JSC “Intellect Bank”. (Note: these are facts by March 2006 - author).
These actions were performed through grave violations of the Constitution and legislation of Georgia. The
plaintiff explains, that on February 21, 2006, they officially appealed to the NBG requesting transmission of the
evidences. In response, on March 2, 2006 the “Intellect Bank” received copy of the ordinance #68 of the Vice-
president of the NBG of February 10, 2006. As for the copy of the agreement, concluded between the NBG and

the JSC “Bank of Georgia” on the sale of the assets and liabilities of the “Intellect Bank”, despite numerous

35 Administrative Cases Panel of Thilisi City Court, case #.3/2394



requests, it has not yet been submitted to the party, which represents violation of the first part of the article 1, as
well as 1%t and 4% parts of the article 59 of the organic law of Georgia on “National Bank of Georgia”, and
paragraph “b” of the 6% part of the same article, which determines, that “Provisional Administration or liquidator
shall facilitate merger of the insolvent bank with another bank through transmission of its assets and liabilities in
accordance with terms and conditions established by the bank itself”. It is not clear, based on which regulation
was the JSC “Intellect Bank” declared insolvent. Part 10 of the article 59 defines, that “the bank or any other
depositary institution shall be declared insolvent or bankrupted only through the decision made by the NBG
based on the procedure determined by the NBG itself”. Such a decision has never been introduced to the
administration of the “Intellect Bank”; moreover, it may not even exist, as long as the “Intellect Bank” has never
been insolvent. Instead of improving situation, the Provisional Administration had abused its power, brought

another commercial bank in the “Intellect Bank”, which is still implementing illegal actions there.

The plaintiff explains, that there is no legislative frameworks within which the actions of the JSC “Bank of
Georgia” and the National Bank of Georgia, may fall. Articles 31, 33, and 34 of the law of Georgia on “Activities
of Commercial Banks” had been violated by appointing Provisional Administration and by the activities
performed by this administration, since there was no legal background for the appointment of such

administration.

On July 25, 2006, during the court hearing, representatives of the legal interests of the “Intellect Bank”
shareholders explained, that based on the paragraph “a” of the part 4 of the article 59 of the organic law of
Georgia on the National Bank of Georgia, the NBG will “exercise supervision over the activity of a commercial
bank and a non-bank depository institution. The supervision shall include the issuance and revocation of
licenses, inspection and regulation, imposition of restrictions and sanctions”. In accordance with legislation,
appointment of the Provisional Administration should be based on the relevant regulation of the National Bank
Agency or based on the decree of the President of the National Bank, while in case of the “Intellect Bank”, an
administrative act to appoint Provisional Administration in the “Intellect Bank” was issued by the Vice-president
of the National Bank of Georgia on February 10, 2006. Accordingly, the act should be considered as an act issued
by unauthorized person. Since there was no resolution of the NBG announcing the “Intellect Bank” as insolvent,
the Provisional Administration didn’t have right to transfer assets and liabilities of the bank to another
commercial bank. Although, the activities implemented by the Provisional Administration did not improve
financial situation of the JSC “Intellect Bank”, but in the contrary, led directly to the liquidation of the bank.
Consequently, in compliance with the article 60 and 60 (1) of the General Administrative Code of Georgia, the
plaintiff requested to declare N68 decree of the Vice-president of the National Bank of Georgia of February 10,
2006, void. Subsequently, the acts passed by the Provisional Administration, based on the decree, mentioned

above should also be deemed void.

During the court hearing of July 25, 2006, the defendant did not support the claim and explained, that they agree
with the plaintiff, that commercial banks may only be declared insolvent or bankrupted by the National Bank of
Georgia and in terms of the JSC “Intellect Bank”, there was no such decision made by the NBG. As for the
authority of the Provisional Administration to transfer assets and liabilities of the bank to another commercial
bank, it is directly determined by the article 34 of the law of Georgia on the Activity of the Commercial Banks,
that “The Temporary Administrator appointed by the National Bank has the power to take all necessary actions

required to remedy the condition of the bank, including the sale or closure of branches, representative offices



and any other offices, making or suspending of payments and the dismissal of employees of the bank. In addition,
the authority of the Temporary Administrator shall include the power to arrange a merger of the bank under
administration with another bank; to arrange for the recapitalization of the bank or to arrange for the acquisition
of all or a substantial portion of its assets and the assumption of its liabilities by another bank.” The defendant
explained, that the plaintiff based his claim on the article 60(1) of the General Administrative Code of Georgia,
According to which “an administrative act shall be null and void if it contradicts the law or if other requirements
determined by law for drafting or issuing it have been substantially violated”, however, the plaintiff has not
noted which particular law or regulation had been violated by the NBG while issuing the disputed act. The
defendant explained that the President of the NBG is authorized to distribute functions among the Vice-
presidents of the bank, and based on the N187 order of the President of the National Bank of October 18, 2005,
the Vice-presidents of the National Bank was authorized to issue decrees concerning the functions determined by
the order. The representative of the “Bank of Georgia”, represented on the court hearing as the third party, had
expressed the same position as the NBG, requesting the court not to satisfy plaintiff’s claim due to the lack of

relevant justification.

On July 26, 2006, Administrative Cases Panel of Tbilisi City Court and the judge Nino Oniani made its decision,
according to which the plaintiffs claim in the “Intellect Bank” case, was rejected.®* It was noted in the
explanatory note of the judgment, that the court could not see preconditions for the abolishment of N68 decree
of February 10, 2006, as long as it considers following circumstances justified: a) the Bank was not capable to
ensure regulatory capital maintenance; b) the activities implemented by the Provisional Administration was
urgent and fell within the frameworks of the law; c) the decree of the Vice-president of the National Bank on the
appointment of the Provisional Administration was based on the National Bank President’s order N187 of
October 2005. It is also relevant to note, that before the end of the court proceedings in the first instance court,
on May 20, 2006, the Vice-president of the National Bank of Georgia, Ekaterine Galdava issued #426 decree on
the “extension terms of the Provisional Administration”. According to her decree, the terms of the Provisional
Administration, composed in accordance with the N325 decree of the Vice-president of the NBG of May 2, 2006,
was extended until July 1, 2006.

The organization researched further legal proceedings over the case carried out by the shareholders of the JSC
“Intellect Bank” on the level of the court of appeals. On June 13, 2007, Administrative Cases Panel of the Court of
Appeals considered complaint of the representatives of the JSC “Intellect Bank”. However, it did not change the
decision of the Administrative Cases Panel of Thbilisi City Court of July 26, 2006. The Court of Appeals explained,
“It is the National Bank’s discretional authority to evaluate the degree of violation by the commercial banks and
in accordance with estimated potential risks, it is authorized to determine relevant sanctions and make
subsequent decisions. The Panel considers that the defendant was acting within the frameworks of law, while
issuing disputed decree and with this regard, the plaintiff’s complaint is not well-justified”.3” Since the position of
the judiciary over the “Intellect Bank” was obviously biased, the shareholders did not consider it reasonable to
take the case to the level of cassation. The letter delivered to the organization by the Supreme Court of Georgia
on August 5, 2015 confirms this. According to the letter: “there is no case submitted to the Supreme Court of

Georgia with following parties: the plaintiff — the JSC “Intellect Bank”, defendant — the national Bank of Georgia,

% Administrative Cases Panel of Thilisi City Court Decision of July 26, 2006. Case #3/2394, the judge Nino Oniani.
%7 June 13, 2007 decision of the Administrative Cases Panel of the Court of Appeals, case #38-3425-06, the Judge
Tamaz Urtmelidze.



third person — the JSC “Bank of Georgia”.?® In addition to this, the pressure exercised by the Government had also
influenced “Intellect Bank” shareholders’ decision to stop legal proceedings over the case. In particular, the
Prosecutor’s Office detained the Deputy Director of the Bank, the Director of the Head Office and chief
accountant of the bank. Representatives of the bank were intimidated. Although, lately, a plea agreement was
concluded with regard to the detained personnel of the bank and finally they were released, but in such a

situation court proceedings over the case was not reasonable any more.

The JSC “Intellect Bank” shareholders have not carried on court disputes over the issue, due to the facts of the
pressure implemented by the Government of that time. In particular, the Prosecutor’s Office detained (actually
took hostage) the Deputy Director General of the bank, the Director of the Head Office of the Bank and the
Chief Accountant of the “Intellect Bank”, the staff were intimidated and in such circumstances, in case if court
disputes would be followed could have been resulted in a prolonged detention of the administration of the

“Intellect Bank”, over which clear and direct reference had been made on behalf of the Governmental powers.

Soon after the alienation of the JSC “Intellect Bank” assets and liabilities to the JSC “Bank of Georgia” ownership,
the Head of the Provisional Administration of the NBG, Giorgi Kadagidze, is moved to the Prosecutor’s Office of
Georgia, in 2007 he was back to the NBG holding position of the Head of the Financial monitoring Service during
2007-2008. In 2008-2009 he was appointed on the position of the Head of the Financial Supervision Agency and
since February 26, 2009 he was appointed as the President of the NBG for 7 years term.

On December 30, 2006, in compliance with the decree N974 of the Vice-president of the NBG, Ekaterine
Galdava, banking license for the JSC “Intellect Bank” was suspended. The NBG decided:

» Temporary Administrative regime in the JSC “Intellect Bank” is over, the bank is announced insolvent

and the banking license is cancelled;
» The process of liquidation in the JSC “Intellect Bank” has started in accordance with the law;

» Mamuka Tovishvili was appointed as a liquidator. He was given task to carry out liquidation works in
compliance with the article 37 of the law of Georgia on “Activity of Commercial Banks” and regulations

established by the National Bank of Georgia;

» Operational Department of the National Bank of Georgia turned recommendation account into

liquidation account, closing “Intellect Bank’s” accounts in the National Bank of Georgia all together;

» 5 days after the issuance of the decree, the JSC “Intellect Bank” registration body and the Ministry of

Justice of Georgia were informed about the cancellation of the banking license for the “Intellect Bank”.

On May 6, 2009, the procedure of the liquidation and bankruptcy of the bank was over in compliance with the
decree N06-05/0 of the Head of the Financial Supervision Agency of Georgia.

On August 9, 2009, based on the official letter of the Vice-president of the National Bank of Georgia, the JSC
“Intellect Bank” was removed from the business registry. It should be noted, that the liquidator, appointed by the

*8 The Head of the Common Department of the Supreme Court of Georgia, Gocha Didava’s letter #3-139-15 of August 5,2015.



NBG, performed ligvidation in such a way, that it left the ship, left in the bank in the form of the maritime

mortgage and remained as the property of the bank.

On August 13, 2010, the NBG official letter N 2-13/2296 informed the National Agency of Public Registry and
the Registry of Non-commercial Legal Persons that the JSC “Intellect Bank” was announced bankrupted. It
should be noted, that the liquidation of the bank was implemented so, that the liquidator left a vessel — dry cargo
ship “Intel”, in the balance of the bank, which was initially owned by the bank as a loan guarantee and which is

currently standing in Poti shipyard.

On February 6, 2013, Kakha Giuashvili appealed to the Prosecutor’s Office of Georgia with the complaint in the
name of the “Intellect Bank“.?® The shareholders of the bank requested the Main Prosecutor of the Country to
start relevant investigation over the case and declare the shareholders as victims. The complaint was based on
the article 143 (Illegal Imprisonment), article 147 (Malicious Illegal Arrest or Detention), article 150 (Coercion),
article 181 (Extortion), article 332 (Abuse of Official Authority) and article 333 (Exceeding Official Powers) of

the Criminal Code of Georgia. All the evidences existing in the case, were attached to the case.

In April 2015, one of the “Intellect Bank” shareholders, Nugzar Khundadze appealed to the Public Defender’s
Office of Georgia with the request to be involved in the process of prompt and effective investigation of the JSC
“Intellect Bank” bankruptcy case in the prosecutor’s Office of Georgia. On May 6, 2015, the Public Defender’s
Office appealed to the Prosecutor’s Office of Georgia with an official letter concerning the progress of the

investigation over the “Intellect Bank” case. The Public Defender’s Office requested following information:

1. Under which article of the Criminal Code of Georgia was the investigation over the JSC “Intellect Bank” case
carried out and namely what investigative activities have already been implemented within the frameworks
of the case? (Please, indicate dates of the performance of the investigative activities).

Which investigative units are investigating this criminal case?

If anyone has been recognized as victim in this criminal case?

Is the criminal prosecution against specific person/persons in progress in the present case or not?

Uk W

At what stage is an investigation now and whether or not the decision on the transfer of the case to the court

is already made?

#13/31802 letter of May 18, 2015 from the Prosecutor’s Office of Georgia confirmed, that “an investigation over
the criminal case #074150213802 is ingoing in the Department to Investigate Offences Committed in the Course
of Legal Proceedings, under article 332 of the Criminal Code of Georgia. Different investigative activities have
been implemented in connection with the criminal case. The shareholders of the JSC “Intellect bank” were
questioned as witnesses. On April 9, 2013, one of the shareholders, Nugzar Khundadze was questioned as a
witness. Different kinds of documentations have been obtained in the process of investigation. No one is yet
recognized as victim or accused so far. The investigation is still in progress”.** Nugzar Khundadze also requested
the Human Rights and Civil Integration Committee of the Parliament of Georgia and the Administration of the

President of Georgia to express their position with regard to the case. Through #4562 letter of May 8, 2015, the

* June 13,2012 complaint of the shareholders of the JSC “Intellect Bank” to the main prosecutor of Georgia, Archil Kbilashvili.
“0#13/31802 letter of May 18, 2015 of the Head of the Division of the Human Rights Protection of the Prosecutor’s Office of
Georgia, Maia Kvirikashvili.



Administration of the President of Georgia,* forwarded Nugzar Khundadze’s letter to the Prosecutor’s Office of
Georgia. #2442/4-2 letter of the Human Rights and Civil Integration Committee of the Parliament of Georgia was
also sent to the Prosecutor’s Office of Georgia. It was noted in the letter, that “the applicants complaint on the

delay of the investigation of the criminal case on behalf of the Prosecutor’s Office and request to complete

prosecution within the reasonable time”.#?

! #4562 letterof May 8, 2015 of the Head of the Correspondence Department of the Administration of the President of

Georgia, Ekaterine Chitashvili.
“2 #2442/4-2 letter of March 16, 2015 of the Chairman of the Human Rights and Civil Integration Committee of the

Parliament of Georgia, Eka Beselia, to the Prosecutor’s Office of Georgia.



3. Factual Analysis of the Case

On July 12, 2015, the organization “Young Barristers” appealed to the National Bank of Georgia with an official

letter, requesting to provide relevant responses to the following issues:*

10.

11.

Please, provide information about Georgian commercial banks, who had become members of
International Transfer System (SWIFT) during 2000-2010. Please, specify the names of such commercial
banks and the year of the membership.

Please, provide information about the commercial banks operating in Georgia from 1992 to December 31,

2000. Please, specify each commercial bank’s foundation year.

When did National Bank of Georgia grant the JSC “Intellect Bank” CAMEL (Capital, Asset quality,
Management, Earnings, and Asset Liberty Management) third certificate. Did the bank maintain the
standards required for the certificate? What was the reason for the sustainability or fluctuation of the

rating?

When did the National Bank of Georgia perform revision of the JSC “Intellect Bank” What was the
reason of the revision? Please, provide relevant information concerning the beginning and the end of the

revision and the document (if any) reflecting revision results;

Please provide recommendations being prepared (if any) as a result of the JSC “Intellect Bank” revision by
the NBG.

In case if such recommendations were submitted to the JSC “Intellect Bank”, were they partially or fully
fulfilled by the bank of not? Please provide evaluation prepared by the NBG concerning the fulfilment of
the recommendations by the JSC “Intellect Bank”. Please, provide complete information regarding the

issue.

Please provide copy of December 26, 2005, #1472/06 letter of the NBG to the JSC “Intellect Bank”, in
accordance to which the bank was prohibited to receive deposits, issue new credits and make

investments. Please, explain legal basis and reasonableness of this decision.
Please provide a copy of February 2, 2006, #106/06 letter of the NBG to the JSC “Intellect Bank”;

Please provide a copy of February 22, 2006 document about the reserves reported on the portfolio of the
JSC “Intellect Bank” prepared by the Provisional Administration;

Please provide a copy of the letter sent to the NBG by the JSC “Intellect Bank” in 2006;

Please, provide information about the contracts agreed between the NBG and Ukrainian JSC
“Ukrgazbank” during 2000s. Please, confirm, whether the JSC “Ukrgazbank” provided transfer of 2 000
000 USD to the JSC “Intellect Bank” correspondent account in the form of the deposit on February 8,
2006.

*% June 13, 2015 #298 letter of the Georgian NGO “Young Barristers” to the President of the National Bank of Georgia.



12.

13.

14.

15.

16.

17.

Please define the role of the NBG in the process of negotiations between the JSC “Intellect Bank” and the
Ukrainian JSC “Ukrgazbank” concerning possible alienation of the “Intellect Bank” shares during 2005-
2006.

Please provide legal document of the NBG on the Provisional Administration Entrance in the JSC

“Intellect Bank”.

Legal background for the bank personnel detention in the JSC “Intellect Bank” building by the
Provisional Administration for 2 days and nights — from 18:00 pm February 10, 2006 to 18:00 pm
February 12, 2006;

Please provide relevant decision of the Provisional Administration, based on which the representatives of
the JSC “Bank of Georgia” was allowed in the JSC “Intellect Bank” on February 11, 2006, authorized to

summon “Intellect Bank’s” depositors, to transfer accounts to the “Bank of Georgia”.

Please, provide information about the JSC “Intellect Bank” sale through the auction. Namely, terms of the

auction and information about the potential buyers.

Please, provide information concerning the basis for the assurance of 20 000 000 preferential credit for
the JSC “Bank of Georgia” by the NBG and for setting the bank free from the fulfilment of the banking

normative? Please, provide a document, confirming the NBG’s relevant decision.

In accordance with July 16, 2015 (#2-14/2382-15) letter of the National Bank of Georgia,* in compliance with

article 40 (first and second parts) of the General Administrative Code of Georgia, the Bank requested 10-days

term for providing relevant information.

On July 13, 2015, the Georgian NGO “Young Barristers” appealed to the President of the National Bank of

Georgia, Giorgi Kadagidze, asking to express his personal position over the “Intellect Bank” bankruptcy case®.

The organization noted in its letter, that as long as Giorgi Kadagidze led Provisional Administration, the

shareholders of the JSC “Intellect Bank” considered him in charge of the bank bankruptcy. Since the public

interest concerning the case was pretty high, the organization considered it relevant, that Giorgi Kadagidze

responded to the certain questions:

Do you believe, that there was a need of the Provisional Administration to be appointed in the JSC

“Intellect Bank”? Please, justify your position;

What was the reason for the representatives of the Special Operative Department and Prosecutor’s Office

to enter the JSC “Intellect Bank” together with the Provisional Administration?

What was the reason for the bank personnel detention in the JSC “Intellect Bank” building for 2 days and
nights — from 18:00 pm February 10, 2006 to 18:00 pm February 12, 2006; was it your or the

representatives of the law enforcement agency’s order?

4 #2-14/2382-15 letter of the National Bank of Georgia of July 16, 2015.
* 4297 letter of the Georgian NGO “Young Barristers” of July 13, 2015 to the President of the National Bank of Georgia.



10.

11.

Please provide information about the meeting held on January 12, 2006, between you and the JSC
“Intellect Bank” management (Gogi Salia, Kakha Amaglobeli, Giorgi GabiZashvili), which was also
attended by the President of the National Bank of Georgia of that time, Roman Gotsiridze? Was the

above-mentioned meeting official or informal?

What were the preconditions for the sales auction during which the JSC “Intellect Bank” was sold to the
JSC “Bank of Georgia” for symbolic price of 1GEL?

Do you think that the JSC “Intellect Bank” had opportunity to develop independently without the NBG

intervention or not?

Do you think that the JSC “Intellect Bank” was sold in the decently competitive environment? Were the

principles of transparency and publicity violated in the process of the bank alienation or not?

Please provide your personal evaluation concerning the basis for the assurance of 20 000 000 preferential
credit for the JSC “Bank of Georgia” by the NBG and for setting the bank free from the fulfilment of the

banking normative?

How do you think, is the JSC “Intellect Bank” shareholders' demand fair and justified in the

circumstances of the restoration of justice (after October 1, 2012 Parliamentary elections)?

Do you, as the Head of the Provisional Administration appointed by the NBG, take complete legal and

official responsibility, in terms of the activities implemented against the JSC “Intellect Bank™?

Do you think, that the Prosecutor’s Office of Georgia will act according to the “selective justice”
principles and make political decision over the case? Can you see signs for “restoration justice” in the case

or not?

On July 27, 2015, the National Bank of Georgia prepared joint response on both #297 and #298 letters of the

organization.*® The National Bank had only provided list of the commercial banks founded in Georgia during
1992 — December 31, 2000 and #68 decree of the Vice-president of the National Bank of Georgia backdated to
February 10, 2006. As for the all the other issues, the bank made following comments:

Ll e

Information concerning the “camel” third certificate , granted to the JSC “Intellect Bank” is confidential;

Information concerning the revision of the JSC “Intellect Bank” is confidential;

Information concerning the recommendations drafted as a result of the revision, is confidential;

Information concerning the fulfillment of the recommendations drafted as a result of the revision by the JSC

“Intellect Bank” is confidential;

N1472/06 letter of December 26, 2005, of the National Bank of Georgia concerning the implementation of

the Supervisory measures, is confidential;

N106/06 letter of February 2, 2006 of the National Bank of Georgia is confidential;
Information about the revision of the portfolio of the JSC “Intellect Bank”, is confidential;
2006 letter of the JSC “Intellect Bank” to the NBG is confidential;

6 July 27, 2015#2-14/2622-15 letter of the Head of the Legal Department of the NBG, Natia Gvazava.



9. Information requested by paragraph 11 of the letter cannot be provided because it contains confidential
information about the JSC “Ukrgazbank” finances;

10. Information requested by paragraph 12 or the letter cannot be provided because it contains confidential
information about the JSC “Ukrgazbank” finances;

11. Information requested by paragraph 16 of the letter cannot be provided because it contains confidential
information about the JSC “Bank of Georgia” finances;

12. Information requested by paragraph 17 of the letter cannot be provided because it contains confidential

information about the JSC “Bank of Georgia” finances;

It is noted in the joint response of the NBG, that the National Bank of Georgia does not possess information about
the reasons for the bank personnel detention in the JSC “Intellect Bank” building for 2 days and nights — from
18:00 pm February 10, 2006 to 18:00 pm February 12, 2006. In addition to this, it is noted in the letter, that
Giorgi Kadagidze cannot express his personal attitude towards the issue, since in terms of the JSC “Intellect
Bank”, he was acting as the State official appointed by the National Bank of Georgia as the Head of the

Provisional Administration.

On the other hand, Giorgi Kadagidze’s position with regard to the JSC “Intellect Bank” bankruptcy case is known
for the public society through several newspaper interviews. In the newspaper interview, published in April
2015, Giorgi Kadagidze responds to the accusations against him: “I can assure you, that there was no special
operation carried out in the JSC “Intellect Bank”. I was the Head of the Provisional Administration and as long as
the situation was critical, we had to make relevant urgent decisions. I would emphasize, that all the players of
the financial sector in the country are aware of every, even minor financial detail, carried out in the bank.
Almost every commercial bank, existing in the country, were invited to be involved in the process and the
process was completely transparent. Unfortunately, certain cases seem to come up for political reasons in new
political situation. Bankrupted commercial bank’s shareholders complaints against the NBG is not new, but the
question — which is more important for the NBG: protection of the depositors or the shareholders’ interests, who
have mistreated their depositors, is not correct in nature. Our main goal is to protect depositor’s interests and
only after this care about the shareholders’ legal interests. We must avoid making the same mistakes as in 90s.
This would be a crime, not a mistake, which will drag the country’s development back.”’

On August 21, 2015, the shareholders of the JSC “Intellect Bank” (David Kevlishvili, Shalva Tsakadze, Nugzar
Jakeli-khundadze, Vladimer Chanishvili) appealed to the President of the National Bank of Georgia, Giorgi
Kadagidze, with an official statement. Due to the reason that the NBG refused to submit record of the
correspondence account of the JSC “Intellect Bank” to the organization on the ground of confidentiality, the
shareholders of the JSC “Intellect Bank” themselves appealed to the President of the National Bank of Georgia

requesting same information.

In accordance with #2-14/2936-15 letter of September 3, 2015 of the National Bank of Georgia, information
requested by the JSC “Intellect Bank” shareholders, was not provided. The letter says: “requested extract contains
information about the deals implemented by the JSC “Intellect Bank” in the interbank currency exchange, where

information about other commercial bank accounts and operations are also recorded. In compliance with article

4 Newspaper “Version”#39 April 8-9, 2015, Maia Misheladze’s interview with the President of the National Bank of Georgia, Giorgi
Kadagidze.



20.3 of the organic law of Georgia on the “National Bank of Georgia” “Information on accounts and/or

transactions of natural and legal persons, or on third parties, may be provided only based on a court decision”.

Therefore, due to the limitations, determined by law, we are unable to satisfy your request, without relevant

court decision”.*8

On June 3, 2015, due to the high public interest towards the case, the organization appealed to the former

President of the National Bank of Georgia (during 2005-2007) and currently (By September 2015) the President

of the NGO “Center for Economic Development of Georgia”’, Roman Gorsiridze.*> Roman Gorsiridze was

requested to answer to the following questions:

10.

Do you believe, that there was a need of the Provisional Administration to be appointed in the JSC “Intellect
Bank”? Please, justify your position;

What was the reason for the representatives of the Special Operative Department and Prosecutor’s Office to
enter in the JSC “Intellect Bank” together with the Provisional Administration? In case if it was not legal
action, what measures were implemented by the NBG to restrict it?

As you know, the Vice-president of the NBG, Mr. Galdava, signed the decree #68 of February 10, 2006 on the
appointment of the provisional administration in the JSC “Intellect Bank”. Please, explain, in what cases is
the Vice-president of the National Bank authorized to issue a decree on the appointment of the provisional
administration and why is not relevant decree on the appointment of the provisional administration in the
JSC “Intellect Bank” signed by you, as the President of the Bank?

Are you aware of the bank personnel’s detention in the JSC “Intellect Bank” building for 2 days and nights —
from 18:00 pm February 10, 2006 to 18:00 pm February 12, 2006; was it your or representatives of the law
enforcement agency’s order? In case if you think, that such an action was not legal, what did the NBG do in
order to avoid it?

Please provide information regarding the meeting held on January 12, 2006, between you and the JSC
“Intellect Bank” management (Gogi Salia, Kakha Amaglobeli, Giorgi GabiZashvili), which was also attended
by the Head of the Financial Supervision Agency of the National Bank of Georgia of that time, Giorgi
Kadagidze? Was the above-mentioned meeting official or informal?

Please provide relevant decision of the Provisional Administration, based on which the representatives of the
JSC “Bank of Georgia” were allowed in the JSC “Intellect Bank” on February 11, 2006, authorized to summon
“Intellect Bank’s” depositors, to transfer accounts to the “Bank of Georgia”.

Do you think that the JSC “Intellect Bank” had opportunity to develop independently without the NBG
intervention or not?

Do you think that the JSC “Intellect Bank” was sold in the decently competitive environment? Were the
principles of transparency and publicity observed in the process of the bank alienation or not?

Please define the role of the NBG in the process of negotiations between the JSC “Intellect Bank” and the
Ukrainian JSC “Ukrgazbank” concerning possible alienation of the “Intellect Bank” shares during 2005-2006.
Please provide your personal evaluation concerning the basis for the assurance of 20 000 000 preferential
credit for the JSC “Bank of Georgia” by the NBG and for setting the bank free from the fulfilment of the

banking normative;

8 42-14/2936-15 letter of September 3, 2015 of the Vice-president of the National Bank of Georgia, Otar Nadiradze, to the JSC “Intellect
Bank’.
49 #300 letter of June 13, 2015 of the NGO “Young Barristers” to the former President of the National Bank of Georgia, Roman Gotsiridze.



11.

12.

13.

How do you think, is the JSC “Intellect Bank” shareholders’ demand fair and justified or not in the
circumstances of the restoration of justice (after October 1, 2012 Parliamentary elections)?

Do you, as the President of the NBG, take complete legal and official responsibility, in terms of the activities
implemented against the JSC “Intellect Bank™?

Do you think that the Prosecutor’s Office of Georgia will act according to the “selective justice” principles

and make political decision over the case? Can you see signs for “restoration justice” in the case or not?

The organization has not yet (by January 2016) received any response from Roman Gotsiridze.

On June 13, 2015, the organization appealed to the Director General of the JSC “Bank of Georgia”, Irakli Gilauri,

with an official letter concerning the JSC “Bank of Georgia” involvement in the JSC “Intellect Bank” bankruptcy

case.”® In the moment of the “Intellect Bank” alienation, Irakli Gilauri was the Deputy Director in the “Bank of

Georgia”. Irakli Gilauri was requested to provide relevant answers to the following questions:

Please explain, since when were the negotiations, between the JSC “Intellect Bank” and the JSC “Bank of
Georgia” concerning the possible purchase of the JSC “Intellect Bank”, started? What was the reason of the
failure of the “Bank of Georgia” to purchase the “Intellect Bank” before the appointment of the Provisional
Administration?

When was the JSC “Intellect Bank” finally purchased by the JSC “Bank of Georgia”? Please, evaluate the
financial potential of the “Intellect Bank” by the time of its purchase;

Please explain the reason because of which the JSC “Bank of Georgia” entered in the JSC “Intellect Bank” on
February 11, 2006, when representatives of your bank had occupied working places of the “Intellect Bank”
personnel, subordinated them, summoned all the depositors and borrowers of the bank, opened new accounts
for them in the “Bank of Georgia” and started money transfer from “Intellect Bank” accounts to the newly
opened accounts in the “Bank of Georgia” and started implementation of all banking services.

Please provide the law or the decision, based on which the personnel of the “Bank of Georgia” were
authorized to implement banking services in the JSC “Intellect Bank”;

Please, specify the number of deposits transferred from “Intellect Bank” accounts to the newly opened
accounts of the JSC “Bank of Georgia” by the personnel of the "Bank of Georgia”;

In case if you believe, that the entrance of the JSC “Bank of Georgia” personnel in the JSC “Intellect Bank”, a
day after the appointment of the Provisional Administration, on February 11, 2006, was illegal, please,
provide the measures, implemented by your bank on order to avoid it;

Do you think that the JSC “Intellect Bank” was sold in the decently competitive environment? Were the
principles of transparency and publicity violated in the process of the bank alienation or not?

Please provide your personal evaluation concerning the basis for the assurance of 20 000 000 preferential
credit for the JSC “Bank of Georgia” by the NBG and for setting the bank free from the fulfilment of the
banking normative?

In compliance with the JSC “Bank of Georgia” report of February 21, 2005, “if the court declares #68 decree
of the Vice-president of the NBG void, the agreement concluded between the JSC “Bank of Georgia” and the
NBG on the alienation of the JSC “Intellect Bank” assets and liabilities, will be declared void as well.” in such

a case, the JSC “Bank of Georgia” will have to return all the assets and liabilities, including compensation of

%0 #301 letter of the Georgian NGO “Young Barristers” of June 13, 2015 to the Director General of the JSC ,Bank of Georgia”
Irakli Gilauri.



damages, to the JSC “Intellect Bank”. The damage will be calculated by the profit, received by the “Bank of
Georgia” from the day of signing agreement with the NBG. Afterword, the JSC “Bank of Georgia” will be
authorized to demand compensation of damage from the NBG”. What will be your bank’s position, if the JSC

“Intellect Bank” manages to restore justice over the case?

In the response letter #01/1814 of August 5, 2012, submitted to the organization by the JSC “Bank of Georgia”, it
is noted: “as far as we are aware, an investigation on the criminal case is being conducted by the Prosecutor’s
Office of Georgia concerning the issue. Therefore, we would refrain from making any explanations or comments

till the end of the investigation”.>!

On June 13, 2015, the organization appealed to the Prosecutor’s Office of Georgia concerning the JSC “Intellect

Bank” bankruptcy case. The organization requested responses to the following issues:

1. By June 13, 2015, how many property confiscation cases are being considered by the Department to
Investigate Offences Committed in the Course of Legal Proceedings? In how many cases in the investigation

over and how many citizens have been so far recognized as victims?

2. When did the Prosecutor’s Office of Georgia get the JSC “intellect Bank” shareholders complaint concerning
the possible crime? Whether the above-mentioned complaint is currently considered by the Department to
Investigate Offences Committed in the Course of Legal Proceedings and at what stage is the investigation

now?

3. If the request of conducting investigation, concerning the JSC “Intellect Bank” bankruptcy case was filed
during the period between January 1, 2006 and October 1, 2012 in the Prosecutor’s Office of Georgia? If so,

has the investigation ever started and why was it suspended?

4. On February 10, 2006, the representatives of the Prosecutor’s Office of Georgia entered the JSC “Intellect
Bank” together with the Provisional Administration appointed by the NBG. The factual evidences confirm
that the personnel of the “Intellect Bank” were detained in the building of the bank for two days and nights
and were forced to perform certain banking services. Is current administration of the Prosecutor’s Office
aware of this fact and based on what legislative act was the Prosecutor’s Office implementing its activities in
the JSC “Intellect Bank™?

In accordance with #13/49731 letter of August 5, 2015 of the Prosecutor’s Office of Georgia: “the Prosecutor’s
Office has considered #302 application of July 13, 2015 of the organization. With respect to the first paragraph of
the application, we would like to inform you, that investigation over 119 criminal cases concerning property
confiscations is currently in progress in the Department to Investigate Offences Committed in the Course of
Legal Proceedings. 10 persons have so far been recognized as victims and in these 10 cases, confiscated property
were returned to their legal owners. As for the other information, requested by the organization, in accordance

with article 3.4(a) of the General Administrative Code of Georgia, the Code shall not apply to the activities of the

5L #01/18014 letter of August 5, 2015 of the Director General of the JSC “Bank of Georgia”, Avtandil Namicheishvili.



bodies of the executive authority related to criminal prosecution and criminal proceedings against a person

having committed a crime. Therefore, we are lack of authority to provide such information.>?

On July 13, 2015, the organization “Young Barristers” appealed to the Ministry of Internal Affairs of Georgia with
an official letter concerning the JSC “Intellect Bank” bankruptcy case and requested relevant responses to the

following issues:

1. Whether any complaint or appeal, requesting implementation of the investigation over the JSC “Intellect
Bank” bankruptcy case has been received by the Ministry of Internal Affairs of Georgia from January 1, 2006

to October 1, 20127 If so, has an investigation regarding the issue ever started or not?

2. On February 10, 2006, the representatives of the Special Operational Department of the Ministry of Internal
Affairs entered the JSC Intellect Bank “together with the Provisional Administration appointed by the NBG.
The factual evidences cpnfirm that the personnel of the “Intellect Bank” were detained in the building of the
bank for two days and nights and were forced to perform certain banking services confirm it. Is current
administration of the Ministry of Internal Affairs aware of this fact and based on what legislative act were the

representatives of the Ministry implementing their activities in the JSC “Intellect Bank™?

In accordance with the response letter of December 1, 2015, of the Central Criminal Police Department of the
Ministry of Internal Affairs (MIA 6 15 02671874), the organization was informed, that there is no criminal
investigation currently ongoing within the system of the Ministry of Internal Affairs concerning the JSC
“Intellect Bank” bankruptcy case, neither have they ever received any complaint or appeal concerning the issue.
It was also noted in the letter, that there is no information available in the Central Criminal Police Department
concerning the Special Operative Department’s entrance in the JSC “Intellect bank” together with the

Provisional Administration on February 10, 2006”.>3

On July 17, 2015, the organization appealed to the Ukrainian JSC “Ukrgazbank” administration with the letter,
requesting information concerning the negotiations on the possible purchase of the JSC “Intellect Bank”. The
organization noted in its letter, that the lawyers with the organization have researched the JSC “Intellect Bank”
case and found factual materials confirming business contacts between the JSC “Intellect Bank” and the JSC
“Ukrgazbank” in 2005-2006. The research revealed, that the “Ukrgazbank’ was interested in purchasing the JSC
“Intellect Bank”, however, after the Provisional Administration’s enter into the bank, the negotiations between
the commercial banks were suspended. The organization requested the JSC “Ukrgazbank” to respond to the

following issues:

1. Please, provide information about the negotiations between the JSC “Intellect Bank” and the JSC
“Ukrgazbank”. How strong was the intention of the “Ukrgazbank” with respect to purchasing the JSC
“Intellect Bank”?

2. On February 8, 2006, the JSC “Ukrgazbank” transferred 2 000 000 USD to the correspondent account of the

JSC “Intellect Bank” in the form of deposit. Please inform us, if this transaction was the first step forward to

52 #13/49731 letter of August 5, 2015 of the Head of the legal Department of the Prosecutor’s Office of Georgia, Irakli Chilingarashvili.
% MIA 6 15 02671874 letter of December 1, 2015 of the Deputy Director of the Criminal Police Department of the Ministry of Internal
Affairs of Georgia, U. Lomidze.



purchasing the JSC “Intellect Bank”? Did the “Ukrgazbank” plan to make other investments or payments in
order to finally purchase the bank?

3. Please, provide information about negotiations between the National Bank of Georgia and the JSC

“Ukrgazbank” concerning the purchase of the JSC “Intellect bank”;

4. Please provide your evaluation of the JSC “Intellect Bank” stability and perspectives, in the moment of the

Provisional Administration entrance in the JSC “Intellect Bank” in order to ensure financial stability.

5. After alienation of the JSC “Intellect Bank”, did the NBG inform the JSC “Ukrgazbank” about the reasons, due
to which the Ukrainian bank was refused to purchase the bank?

6. Did your bank have official meetings with the NBG administration concerning the purchase of the JSC
“Intellect Bank”? How do you think, what was the reason of the JSC “Ukrgazbank” failure to purchase the
“Intellect Bank™?

7. How do you think, was the alienation of the “Intellect Bank” to the JSC “Bank of Georgia” objective or not?

On August 7, 2015, the organization received response from the Acting Director of the JSC “Ukrgazbank”. The
latter confirms the fact of cooperation with the JSC “Intellect Bank” in 2006, but cannot provide other detailed
information due to the restrictions, determined by Ukrainian legislation. As it was stated in the response letter:
“Information concerning the alienation of the JSC “Intellect Bank” cannot be found in the JSC “Ukrgazbank”. We
confirm business relations with the JSC “Intellect Bank” in 2006; however the JSC “Ukrgazbank” has not made
any transactions or further investments for the “Intellect Bank”. In addition to this, in accordance with article 60
of the law of Ukraine on the “Banks and Banking Activities”, information about the client, being disclosed to the
bank from the customer or the third person, while providing relevant banking service, is deemed to be
confidential. As it is provided by article 62 of the Ukrainian law on the “Banks and Banking Activities”, banking

secrecy cannot be disclosed without relevant procedures, determined by Ukrainian legislation®.>*

The organization considers it relevant to note, that by January 2016, the organization has not prepared any other
correspondence or appeal. The organization considers, that information, already received by the legal group is
enough evidence, making it possible to make relevant conclusion concerning the legality of the JSC “Intellect
Bank” bankruptcy case. At the same time, we do not exclude the possibility of new appeals in case if it continues

its work over the issue.

% #1173/6991/2015 letter of August 7, 2015, of the Acting Director of the JSC “Ukrgazbank”, Mr. Dubrovin.



4. Conclusion

Thorough analysis of the legal and factual evidences of the JSC “Intellect Bank” bankcruptcy case makes it
obvious, that an influence of the politics over jurisdiction, characteristic to the State governance during 2004-

2012, includes signs of systemic crime.

After the “Rose Revolution”, the State Government started dividing private property in the name of law and
justice, which resulted in the number of grave violations of fundamental human rights and freedoms and system
crimes. UN Human Rights Commission report of July 23, 2014 emphasized UN recommendation to the Executive
and Legislative powers of the country for the establishment of the effective mechanism to investigate facts of
torture and other inhuman treatments committed during 2003-2012 and commitment of which had a systemic
nature and represented a systemic crime. According to the public information, provided by the National Agency
of State Property, (N14/51832 letter of December 31, 2014), 5634 property units, including real estate, shares,
stocks, cars and other properties had been given up by the legal owners in favor of the State ownership during
2004-2014 through gift agreements, abandonments and other legal means without any charge. The Policy of the
“Zero Tolerance” was reflected on the private property owners and businesspersons. The new Governmental
power, elected on October 1, 2012 made public promise to restore justice over property confiscation cases. This
promise was part of the electoral program, offered by the “Georgian Dream”, however, now the Government
admits, that the process of restoration justice has certain difficulties. In spite of the creation of the Department to
Investigate Offenses committed in the Course of Legal Proceedings, in January 2015, investigation of the property

confiscation cases is not yet effective.

The state policy, implemented during 2004-2012 effected banking sector of the country as well. The State
Government managed to monopolize banking system through political repressions used against commercial
banks. It was using banking sector funds for electoral campaigns or other political means and those players of the
banking sector, who refused to implement and share political interests, found themselves as a remarkable
example of punishment by the political authority. Four commercial banks bankruptcy cases is well known for the
society with regard to this issue. Namely, these banks are as follows: “Standard Bank”, “People’s Bank”, “Kartu”
and “Intellect Bank”. In each of these cases, an involvement and important role of the National Bank of Georgia
in the process of the bank seizure and bankruptcy, is emphasized. All the above mentioned four bankruptcy cases
of the most successful commercial banks, are united by a common action plan implemented by the State
authorities against them: appointment of the Provisional Administration leading to the bankruptcy of the
businesses. For example, on November 7, 2007, after the bloody crackdown of the peaceful demonstration, an
interim management is appointed in the “Standard Bank”, owned by Badri Patarkatsishvili. Depositors and the
clients of the Bank were subject of the pressure and more than 40 million was passed out of the bank during only
2 weeks. On December 28, 2008, the stakeholders of the “Peoples Bank” sign sales agreement, according to which
they agree to sell 318 million GEL assets to the “EUROIL”, a company registered in the offshore zone, for only 10
million GEL. In 2011, when Mr. Ivanishvili came to the politics, relevant amendments were made to the law and
the banks were deprived from the right to primary mortgage. The bank “Kartu” creditors were forced to give up
their property loaded in the bank. As a result of this the bank could no more satisfy banking normative and due
to this reason, the NBG appointed Provisional Administration in the bank, leading to its bankruptcy. However,

the first victim, against which the State Government had used repressions, was the JSC “Intellect Bank”. It is



noteworthy, that Mr. Kadagidze was active participant of all the above-mentioned process of the artificial

bankcruptcy case of the commercial bank

In February 2006, the Government, together with the National Bank of Georgia, with active and direct
participation of the current President of the NBG, Giorgi Kadagidze, attacked one of the most successful and
profitable commercial banks of the country and approximately in 36 hours the JSC “Intellect Bank” was sold to
the JSC “Bank of Georgia” for a symbolic price of one GEL. Unfortunately, public society of that time failed to
make correct decisions and protest against the crimes, committed by the Government, which was later resulted
in a chain reaction against the banking system, confirmed by further illegal acts implemented by the
Government and NBG. It may be concluded, that the Government performed the so-called “rehearsal” with
respect to the JSC “Intellect Bank” in order to use the same model with respect to the other commercial banks,

mentioned above.

Factual and legal evidances, explored by the organization, reveal that the JSC “Intellect Bank” bankruptcy is part
of the systemic crimes committed by the Government during 2004-2012. The bankruptcy of the bank was a
special goal of the Government, as a result of which: a) the balance in the banking sector was destroyed and the
JSC “Bank of Georgia”, which was close to the state government, became a leader bank; b) through the “Bank of
Georgia”, now, the Government had direct access to the assets and liabilities of the JSC “Intellect Bank”; c) the
Government put an end to the growing capitalization of the bank which was a business of the stockholders with
different civil and political views. In addition to this, this was an act of demonstration of power on behalf of the
state government in order to express severity and suppress free business. Unfortunately, the main instrument, to
promote achievement of such an illegal goal, was the National Bank of Georgia. Two Presidents of the NBG
Roman Gotsiridze and Giorgi Kadagidze implemented political interests of the Government and led to the

Bankruptcy of the bank.

The organization had focused on the evaluation of the evidences and legal decisions, resulting in the bankcruptcy
and alienation of the JSC “Intellect Bank”. An authorized capital of the bank initially amounted 3 099 770 GEL,
while in 2011 it had increased and amounted 5 000 000 GEL. In addition to this, the bank owned 64 000 000 GEL
assets and the overall capital of the bank by December 31, 2005, amounted 10 248 000 GEL. In accordance to
Regnum, the JSC “Intellect Bank” was among the top ten largest banks of 2006, with stock capital of 26 169 000
GEL.> Accordingly, the bank was quite attractive for the foreign investors. Foreign investors were willing to
make reasonable investments in the bank. Accordingly, partnership and cooperation opportunities of the bank
was increasing on both, national and international level, however, 2005-2006 turned out to be lethal for the
“Intellect Bank” development — this is when the legal owners of the bank found themselves beyond the assets
and liabilities of the bank. Since the second half of 2005, the JSC “Bank of Georgia” at the national level and the
Ukrainian JSC “UkrGazBank” outside the country expressed their interest towards the shares of the JSC “Intellect
Bank”. After the spread of this information, the JSC “Bank of Georgia” expressed its desire to purchase the
“Intellect Bank” shares. In summer, 2005, the negotiations concerning the possible acquisition of the “Intellect
Bank” between the administration of the JSC “Intellect Bank” and the JSC “Bank of Georgia” were in progress.
During the negotiation, the JSC “Bank of Georgia” was offering nominal price of the bank, which was repeatedly
rejected by the “Intellect Bank” shareholders, because of the negotiations with the Ukrainian “Ukrgazbank”,
offering much better conditions. After the relevant investment, made by the “Ukrgazbank”, legal aspects of the

agreement between the Ukrainian Bank and “Intellect Bank” had to be prepared, however the process was
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interrupted by the NBG. Now, the “Intellect Bank” faced a reality, when they had to comply with the sanctions
imposed by the NBG and at the same time renew negotiations with the JSC “Bank of Georgia” on the alienation
of the bank. The study of the investments made by the Ukrainian “Ukrgazbank” reveals, that the process was
from the beginning against the alienationof the bank to the Ukrainian bank due to the interest of high ranking
political officials and their interests were supported by the NBG. Based on such interests, in December, 2005 the
NBG prohibited the JSC “Intellect Bank” issuance of any kind of credits and making investments. It should be
noted, that this decision was made by the NBG without prior notification of the “Intellect Bank”. In addition to
this, the decision had absolutely no legal background. Obviously, the restrictions imposed by the NBG prevented
ongoing negotiations with the “Ukrgazbank”. Along with the methodological pressure, implemented by the NBG
against the JSC “Intellect Bank”, the telephone calls were made by the Deputy President of the “Bank of
Georgia”, Irakli Gilauri to the top person of the “Intellect Bank”, Kakha Giuashvili, asking whether the
administration of the bank had made final decision concerning the selling of the bank for the nominal price, as it
was initially offered by the “Bank of Georgia” and if the “Intellect Bank” administration was ready to conclude
relevant sales agreement with the “Bank of Georgia” administration. We would like to pay your attention to the
meeting held between the representatives of the “Intellect Bank” and the NBG in January 2006. During the
meeting, it was outlined on behalf of the “Intellect Bank” administration, that the negotiations for attracting
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significant investments from the JSC “UkrGazBank” and other private investors was almost completed. Mr.
Gotsiridze, didn’t oppose to the representatives of the “Intellect Bank”, however, Mr. Kadagidze said, that the
price agreed with the “UkfGazBank” and other private investors by the “Intellect Bank” was not reasonable and
too high. Factual evidences of the case revealed, that Roman Gotsiridze told Mr. Kadagidze, that the
determination of the price of the commercial bank shares is their own business and the NBG cannot intervene in
this issue. It is obvious, that in this particular case, Giorgi Kadagidze was defending was protecting interests of

the JSC “Bank of Georgia”.

Another artificial obstacle created by the NBG against the “Intellect Bank”, was in the form of legal act, issued in
February 2006. The NBG imposed sanctions in order to maintain regulatory capital. By February 2006, the bank
had already fulfilled all the requirements determined by the recommendations of the NBG prepared in 2005 and
now, additional sanctions caused significant obstacles for the commercial bank. The “Intellect Bank” was
required to recover its regulatory capital by 7.8 million GEL within one week or the National Bank would
enforce relevant legal measures. In this situation, the administration of the “Intellect bank” did the impossible.
On February 8, 2006, the Ukrainian “UkrGaxBank” transferred 2 000 000 USD on the correspondent account of
the “Intellect Bank”. Even more, the “Intellect Bank” and the JSC “Ukrgazbank” agreed, that the latter would pay
5 000 000 USD for 50% of the “Intellect Bank” shares and would in addition make an investment of 10 000
000USD. On February 9, 2006, the “Intellect Bank” informed the National Bank of Georgia through official letter,
about the measures taken for increasing regulatory capital. On February 9, 2006, the NBG was officially aware by
the “Intellect Bank” of the measures implemented by the bank for the recovery of the regulatory capital. It also
should be noted, that the representatives of the JSC “Ukrgazbank” were already in Tbilisi, being acquainted with
the specifics of the “Intellect Bank” work and the employees of the branches. They visited offices and were

actively getting ready for buying shares and elaborating the bank’s revised strategy.

The organization claims, that the NBG had started the process of illegal bankruptcy and transmission of the JSC
“Intellect Bank” to the JSC “Bank of Georgia” since September 2005 through illegal, unjustified and arbitrary
tightening the standards of the banking system. The decree of February 10, 2006 started execution of this illegal

process. According to our research, we consider that the National Bank of Georgia started implementation of its



goal to bankrupt the JSC “Intellect Bank” through the decree of February 10, 2006. The Vice-president of the
NBG issued a decree according to which the Provisional Administration was appointed in the “Intellect Bank”.
The decree was directly stating the main goal of the administration: to improve capitalization and financial
conditions of the bank. The members of the Provisional Administration were given the task to implement all the
measures, necessary for the achievement of this goal. Young Barristers will consider two issue with regard to the
decree: if the measures implemented by the members of the Provisional Administration fell within the legal

frameworks and if the decree was issued legally, in compliance with law.

We believe that these issues are strategically and actually important for the legal evaluation of the bank
bankruptcy case. So we have focused on the activities performed by the representatives of the provisional
Administration in the JSC “Intellect Bank” and on the following question: why was the decree issued by the

Vice-President and not by the President of the national Bank of Georgia?

Following restrictions have been imposed over the “Intellect Bank” from the moment of the Provisional
Administration appointement: authority of all administrative bodies existing in the “Intellect Bank”, including
General Meeting of Shareholders, was suspended; complete administrative authority of the bank was transferred
to the Provisional Administration; any action implemented in the name of the “Intellect Bank”, without prior
written consent of the Provisional Administration, was declared inadmissible. The Special Operative Department
of the Ministry of Internal Affairs and the representatives of the Prosecutor’s Office of Georgia followed the
Provisional Administration, taking control over the “Intellect Bank”. According to the witnesses, the employees
and officials of the JSC “Intellect Bank” were rejected to leave the building for two days and nights. They indicate
that aggressive and intolerant attitudes prevailed. The case evidences confirm, that the Provisional
Administration was demanding from the “Intellect Bank” Administration to sign certain documentations. In
addition to this, with the permission of the Provisional Administration, the personnel of the “Bank of Georgia”
entered the “Intellect Bank” and started implementation of the bank services and management. The
representatives of the “Bank of Georgia” had immediately removed all “Intellect Bank” signs and boards and
summoned all the depositors and borrowers of the bank, opened new accounts for them in the “Bank of Georgia”
and started money transfer from “Intellect Bank” accounts to the newly opened accounts in the “Bank of
Georgia”. On February 12, 2006, 3 days after the appointment of the Provisional Administration, the society was
informed that the JSC “Intellect Bank” was sold through the auction to the JSC “Bank of Georgia” for a symbolic
price of one GEL. However, it should be noted, that there is no evidences of theofficial announcement and held
of the auction. On December 30, 2006, the Vice President of the NBG issued a decree on the cancellation of the
Banking License for the “Intellect Bank”. The first paragraph of the decree states: “temporary Administrative
regime in the JSC “Intellect Bank” is over, the bank is announced insolvent and the banking license is cancelled”.
In this case, it is obvious, that the NBG had abused its power. The bank, which had never been announced
insolvent before, was sold during 2 days period through the auction announced on the weekend, and thus was
transferred to the competing bank’s ownership, which was preceded by the coercion and restriction of freedom
of the employees and administration of the bank. We urge, that articles 31, 33 and 34 of the law of Georgia on
the Activities of Commercial Banks were violated, as long as there was no legal grounds for the appointment of
the Provisional Administration. By February 12, 2006 — in the moment of the JSC “Intellect Bank” alienation,
none of the legal acts of the NBG declared the bank insolvent. Based on the Part 10 of the article 59 of the
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organic law of Georgia on the “National Bank of Georgia”, “the bank or any other depositary institution shall be



declared insolvent or bankrupted only through the decision made by the NBG based on the procedure
determined by the NBG itself”.

As we have already mentioned above, the Provisional Administration had special goal of improving financial
situation of the bank. Based on the paragraph “a” of the part 4 of the article 59 of the organic law of Georgia on
the National Bank of Georgia, the NBG will “exercise supervision over the activity of a commercial bank and a
non-bank depository institution. The supervision shall include the issuance and revocation of licenses, inspection
and regulation, imposition of restrictions and sanctions, deemed necessary for the stability of the financial
system”. In this particular case, the Provisional Administration was acting in contravention of their duties,
carried out deliberate actions against the “Intellect Bank”, refused actual investor to make relevant investment
and through the falcification of the documents created artificial indicators leading to the bankruptcy of the bank

in order to conclude illegal and immoral deal of the bank alienation for a symbolic price of one GEL.

We also consider it relevant to discuss legality of the decree on the appointment of the Provisional
Administration. In accordance with law, the Provisional Administration shall be appointed in the commercial
bank based on the NBG Board resolution of the order of the President of the National Bank of Georgia, while the
Vice-president of the NBG through the decree issued an administrative act on the appointment of the Provisional
Administration in the “Intellect Bank”. Based on the article 18 of the organic law of Georgia on the “National
Bank of Georgia”, the President is the Head of the NBG and in case of his/her absence, the Vice-president will be
an Acting President of the Bank. It is confirmed by the factual evidences, that by February 10, 2006 — at the
moment of the appointment of the Provisional Administration in the JSC “Intellect Bank”, Roman Gotsiridze was
performing his duties as the President of the NBG, but still, the decision on the appointment of the Provisional
Administration was made by the Vice-president of the NBG, Ekaterine Galdava. We urge that this decree should
be deemed as an act issued by unauthorized person. In this case, it is clear, that Roman Gotsiridze, the President
of the NBG of that time, tried to indirectly avoid taking legal and political responsibility for the developments
Intellect Bank” by February 10, 2006 decree and made the Head of the Provisional
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started against the JSC
Administration and later the President of the NBG, Giorgi Kadagidze responsible for it. Unfortunately, neither
Roman Gortiridze, nor Giorgi Kadagidze has provided relevant explanation or response concerning the JSC
“Intellect Bank” bankruptcy case. Current NBG Administration has maintained silence over some important
issues as well. As for the Special Operative Department (SOD), which had entered and taken control of the JSC
“Intellect Bank”, as it is repeatedly confirmed by the witnesses, the Criminal Police Department of the Ministry
of Internal Affairs of Georgia notes in its letter of response of December 1, 2015, that the Ministry does not have
any information concerning the SOD entrance in the JSC “Intellect Bank” together with the Provisional
Administration, on February 10, 2006. The fact, that there is no official information available in the Ministry of
Internal Affairs, which would record legitimate grounds for the SOD entrance in the “Intellect bank”, proves,

that activities planned and implemented against the JSC “Intellect Bank” is illegal and unjustified.

The organization will pay special attention to the activity of the Government in the name of the NBG
emphasizing that the JSC “Intellect Bank” bankruptcy turned out to bring benefits for only one commercial bank
of Georgian banking sector — the JSC “Bank of Georgia”. The organization also questions the NBG decision,
according to which significant financial privileges were given to the “Bank of Georgia” after the merger of the
banks. Another question of strategic importance — when did the merger of the JSC “Intellect Bank” and the JSC
“Bank of Georgia” took place? On February 12, 2006, the fact of the JSC “Intellect Bank” purchase by the JSC



“Bank of Georgia” was initially confirmed through mass media by the representatives of the “Bank of Georgia”, as
well as by the President of the National Bank of Georgia and the Prime Minister of the Country. Each of them
mentioned, that it was one of the biggest deals in Georgian banking sector, however later, it was recorded in the
“Bank of Georgia” audit report, as if the purchase of the “Intellect Bank” took place on February 21, 2006. On
February 21, 2006, the National Bank of Georgia made unprecedented decision for Georgian Banking system of
that time. The NBG issued 20 000 000 GEL credit with preferential terms for the JSC “Bank of Georgia”, for 2
years, with 6.2% interest rate and by coverage of the interest together with the full amount of the loan in the end
of the term. Issuance of such amount of the loan was equal to the money emission. The NBG issued such credit,
notwithstanding the fact, that 2 weeks earlier, it was recommended by the International Monetary Fund to
remove excess money from circulation. 1 day before issuance of the credit, mentioned above, the President of the
National Bank of Georgia by his order N57 of February 20, 2006, approved the regulation on “the approval of the
rule of issuance of the loan to the commercial banks by the National Bank, as the last instance creditor.”
According to this order, an order N148 of the President of the NBG of June 13, 2001 was abolished. Based on the
regulation approved by the new order, the NBG actually acquired unrestricted right to establish terms of loans to
be given to the commercial banks. Issuance of the loan of 20 million GEL for 2 years with such preferential
terms, the day after submission of the above-mentioned regulation, is suspicious and quite an unjustified action.
In addition to this, the NBG set the “Bank of Georgia” free from the performing bank normative for one-year
period. Only through such an artificial support on behalf of the NBG, issuance of such a preferential loan of such
a huge amount and misappropriation of the JSC “Intellect Bank” became the “Bank of Georgia” one of the leader
banks in Georgia. It is also interesting, that only a day before the issuance of the loan, on February 20, 2006, a
memorandum of understanding was concluded between the “Bank of Georgia” and the NBG. We believe, that
this is nothing more, than the operation agreed between the parties. Therefore, a legitimate question has to be
asked: if the NBG had opportunity to issue a loan of 20 000 000 GEL for 6,2 %, than why was this loan issued for
the “Bank of Georgia” and not for the “Intellect Bank”, instead of the appointement of the Provisional
Administration? If we just assume, that 8 000 000 GEL was required for the “Intellect Bank” to improve its
financial situation and the NBG issued 20 000 000 GEL loan for the “Bank of Georgia” because of the merger of
the “Intellect Bank”, it means, that the “Bank of Georgia” was in the worse financial situation, then the “Intellect

Bank” and it needed and used additional 12 000 000 GEL to cover its own poor financial situation.

It should be noted, that in accordance with N148 decree of June 13, 2001, on “the approval of the rule of issuance
of the loan to the commercial banks by the National Bank, as the last instance creditor”, which was into force till
February 20, 2006, the NBG was not entitled to issue a loan of such an amount. This decree was amended by
February 20, 2006 decree, in order to adjust it for only one particular bank - the JSC “Bank of Georgia”. This
decree was later, after the “Alienation” of the JSC “Intellect Bank”, changed again, now back to the old rules.
This proves, that the NBG was acting in favor of the commercial and absolutely illegal interests of the “Bank of

Georgia”, which directly indicated abuse of power on behalf of the President of the National Bank of Georgia.

The research has also revealed special financial situation in the “Bank of Georgia” after February 12, 2006. On
February 26, 2006, the JSC “Bank of Georgia” published English Language report on the official web page of the
bank: “Making another Step towards Banking Sector Consolidation”. The report considers the fact of winning
sales auction held for selling the JSC “Intellect Bank” assets and liabilities in significantly short time — 60 hours, as
an example of transaction transparency. It is also noted in the report, that from this transaction, the JSC “Bank of

Georgia” received 8 000 000 GEL pure and reliable loan portfolio. After this transaction, the bank acquired



chance to recover non-repayable subsidy of 3-4 million GEL. The report also says, that by merger of the JSC
“Intellect Bank”, the JSC “Bank of Georgia” received additional income of 12 000 000 GEL, however it should be
mentioned, that actual additional income was much more than the figure given in the report. Namely, because of
the bank merger, the “Bank of Georgia” received more then 30 000 000 GEL credit investment, 80% of which is
already paid off and this amount is recorded on the personal account of the bank as a pure profit. From the
above-mentioned report, as well as other audit reports and official documentations, it is clear, that the bank itself
evaluates purchase of the “Intellect Bank” as a very good acquisition. Therefore, it is clear, that the JSC “Intellect
Bank” was not an insolvent bank at all, but it was the subject of political interest. There had been no inevitability
for the appointment of the Provisional Administration in the “Intellect Bank” and it was deliberately used for
weakening the bank in order to transfer it to the persons close to the Government. When the organization got
interested in the position of the “Bank of Georgia” current administration concerning the case, the
representatives of the bank answered: “as far as we are aware, an investigation on the criminal case is being
conducted by the Prosecutor’s Office of Georgia concerning the issue. Therefore, we would refrain from making

any explanations or comments till the end of the investigation”.

The organization would also note, that the court system of Georgia in 2012, did not turn out to be free from
political will and independent enough to insure objective and fair decision with regard to the “Intellect Bank”
case. The court dispute over the case was started by the JSC “Intellect Bank” from 2006, but the Civil Court and
the Court of Appeals made their decisions in favor of the “Bank of Georgia” and the National Bank. The
organization had researched those court decisions, which routinely repeat certain provision and do not come into
the factual and legal evidences represented in the case. The court could not see preconditions for abolishing N68
decree of February 10, 2006, as long as it considers following circumstances justified: a) the Bank was not capable
to ensure regulatory capital maintenance; b) the activities implemented by the Provisional Administration was
urgent and fell within the frameworks of the law; c) the decree of the Vice-president of the National Bank on the
appointment of the Provisional Administration was based on the National Bank President’s order N187 of
October 2005. This was justification, provided by the court, which had significantly violated property rights of
the JSC “Intellect Bank” shareholders. The legal procedures were not carried out in the supreme court of Georgia.
The pressure exercised by the Government had also influenced “Intellect Bank” shareholders’ decision to stop
legal proceedings over the case. In particular, the Prosecutor’s Office detained the Deputy Director of the Bank,
the Director of the Head Office and chief accountant of the bank. Representatives of the bank were intimidated.
Although, lately, a plea agreement was concluded with regard to the detained personnel of the bank and finally
they were released, but in such a situation court proceedings over the case was not reasonable. Because of such
circumstances, the Government actually did not allow the party to consider the case in all the court instances of
national level, after which the case could be brought to the European Court of Human Rights. After the party
had missed statute of limitation to appeal against the Court of Appeals decision, because of the Governmental
pressure, the perspective of the case further consideration in the European Court was perished. Currently, in the
new political and judicial circumstances, the party has opportunity to renew case consideration in the common
court system through the civil legislation, however before that it is important, that the Department to Investigate
Offences Committed in the Course of Legal Proceedings made rapid and objective decision on the case, which is

currently under their consideration and declared the shareholders of the JSC “Intellect Bank” victims.

The organization urges, that the State Government, the National Bank of Georgia, the JSC “Bank of Georgia”, the

law enforcement Agencies had agreed to act jointly in order to weaken the JSC “Intellect Bank” and after make



decision on the bankruptcy and alienation of the bank. The case evidences confirm, that alleged criminal offences
are supposedly committed, including Illegal Imprisonment of the bank employees, Malicious Illegal Arrest or
Detention, Coercion, Extortion, Abuse of Official Authority and Exceeding Official Powers. We believe that the
JSC “Intellect Bank” case is an example of systemic crime committed against the property owners. It is difficult to
find an analogy of the JSC “Intellect Bank” bankruptcy case, which is one more time revealing repressive

machine of the Government operating during 2004-2012.



5. Reccommendations
To the President of Georgia

1. It is important, that the President of Georgia provided political evaluation of the activities, implemented by
the State officials against its citizens with regard to property confiscations. He is responsible to create
relevant legal space, which will ensure fair decisions and equal protection for the former and current

conscientious property owners’ rights;

2. It is important, that the President of Georgia provided relevant political evaluation of the JSC “Intellect
Bank” bankruptcy case and the fact of the bank alienation. The evaluation made by the President of the
Country is very important for the prevention of the selective attitude of the NBG towards the commercial
banks in the future as well as for the promotion and protection of the stability and sustainability of the

banking institutions in the country.

To the State Government

1. Tt is essential, that the Government of Georgia hastened legal activities in order to make fair decisions
towards those citizens, whose property has been illegally confiscated from the legal owner. The Government
should act towards such citizens similarly as towards those, with the status of the “victims of political
repressions’;

2. Distinct political and legal will should be expressed on behalf of the Government, where the indirect
ingagement of the Government will hasten investigative activities, in progress in the Department to
Investigate Offences Committed in the Course of Legal Proceedings of the Prosecutors Office of Georgia;

3. It is important, that the Government of Georgia implemented all the relevant activities, substantial for
making the work of all public services, responsible for the issues of Property confiscations more effective
and fruitful.

To the Parliament of Georgia

1. Itis important, that the parliament of Georgia exercised effective supervision and/or sufficiently monitor the
efficiency of the investigations over property confiscation cases, made subsequent political statements
concerning different aspects of the investigation and research the reasons causing delay of such
investigations.

To the Common Courts of Georgia

1. It is important, that the Common Courts System took into account legal interests of the people, whose
property had been illegally confiscated, to prioritize consideration of such cases by determining possible
affects caused by the delay of the case consideration and discuss them based on the standards of impartiality

and urgency;



To the Prosecutor’s Office of Georgia

1. It is important, that the Prosecutor’s Office of Georgia had proper communication with the property
confiscated citizens, in order to provide complete information concerning the progress, stages, relevant terms
and obstacle of the process of investigation;

2. Itis important, that the prosecutorial activities over the issues of illegal property confiscations were exercised
by those, having no connection with the system crimes previously;

3. It is important that the Prosecutor’s Office of Georgia hastened investigation over the JSC “Intellect Bank”
bankruptcy case and the shareholders and owners of the bank were recognized victims. It is also essential to
raise an issue of criminal liability of those, responsible for the bankruptcy of the JSC “Intellect Bank”;

4. Make the work of the Department to Investigate Offences Committed in the Course of Legal Proceedings
more effective and fruitful.

To the Business Ombudsman and Public Defender of Georgia

1. It is important that the Business Ombudsman of Georgia got acquainted with the JSC “Intellect Bank”
bankruptcy case and as an important institution of the country, represented its conclusion/recommendation
over the case;

2. It is important that the Public Defender’s Office of Georgia got acquainted with the JSC “Intellect Bank”
bankruptcy case and as an important institution of the country, represented its conclusion/recommendation
over the case

To the Media

1. It is important, that the media resources actively and objectively broadcasted information about the cases of
the property confiscations. The media resources should revise individual facts and circumstances, related to
the JSC “Intellect Bank” bankruptcy case with the shareholders of the bank and the organization “Young
Barristers” in order to observe impartiality and objectiveness in the process of publishing information.



Information about the Organization

The name of the organization: N (N) LP the “Young Barristers” (cadastal code 401973094)
Adress: Zurab Chavchavadze str. #12, Tbilisi
e-mail address: pryoungbarristers@yahoo.com;
Legal Status: Non-profit Legal Entity
Foundation date: July 9, 2012
Web-page: www.barristers.ge
FB: www.facebook.com/AkhalgazrdaAdvokatebi
Bank Account: the JSC “ProCredit Bank”, Ortachala st. Branch
Account number: GE92PC0563600100002778

The non-profit legal entity “Young Barristers” was founded on July 9, 2012. The motto of the
organization is “Dignity, Liberty and Equality.” It represents a youth non-governmental
organization and is one of the most active organizations protecting human rights and evaluating

institutional reforms and social interests.

Since 2012, the “Young Barristers” is a member NGO of the Legal Assistance Service working group
within the Ministry of Justice of Georgia. Since 2012, it is a member and co-founder organization of
the NGO alliance for “Economic Fairness and Free Business”. Since 2013, - a member organization of
the “Alliance of Georgia for Criminal Justice Reform.” Since, 2014, is a member of Lawyers Rights
Protection Commission of GBA. Since 2014, became a member of Scientific Advisory Council of the
Human Rights and Civil Integration Committee of the Parliament of Georgia and since December 22,
2014, the Chief executive and the leader of the organization Archil Kaikatsishvili has been elected as
a new Chairman of the Council. The “Young Barristers” was named as “The Most Active Human

Rights Organization of 2014” by the LEPL “Children and Youth Development Foundation”.

Since 2015, the “Young Barristers” has been engaged in the working group of the Assistant for
Human Rights and Gender Issues of the Prime Minister of Georgia. Since 2015, the organization
participates in the working group studying the best international practice, concerning the issues of

reforming within the Ministry of Internal Affairs of Georgia, created by the Government of Georgia.
In addition, in February 2015, the organization was one of those, who supported and represented
Nino Gvenetatze to the President of Georgia as the candidacy for the position of the Chair of the

Supreme Court of Georgia.

The “Young Barristers” cooperates with various professional groups, public institutions, private
sector, international organizations and diplomatic corps in Georgia. The organization is focused on
the research activity, implements various projects, prepares relevant conclusions, recommendations,
legislative proposals, is involved in the assessment of youth policy, democratic institutions and legal
reforms. In this record, since 2013, the organization is implementing the initiative: “Institutional
Dialogue with the Executive, Legislative and Judicial  Authorities”. The organization is
implementing the program of the free legal advice, publishes scientific periodicals and journals and

prepares monthly Media digests.
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The organization has repeatedly been a subject of discussions, after stating its principle position
towards human rights violations, system crimes and illegal activities of the high-ranking officials of
the state during 2003-2014. Such strict position of the organization has been perceived for partial
attitude on behalf of certain groups. Accordingly, legal disputes, aiming to protect professional
reputation of the organization and gaining defamation recovery, became an integral part of the

organization.

The “Young Barristers” acts according to the charter, regulations and internal normative acts. It hasa
strategic document, which is periodically renewed. Since January 2015, the organization “Young
Barristers” has moved to a cabinet system of the governance. According to the new charter,
organization’s management was changed. The Chief Executive, selected for two years term, will lead
the organization, instead of an autocratic governance of the Foundation Board. The Chief Executive

will form the Cabinet, accountable to the Foundation Board and with respect to the every third party.

The source of income of the organization “Young Barristers” consists of Grants, donations and other

incomes, permitted by law.

The readers’ opinion concerning the represented research
Is very important for the organization “Young Barristers’.

If you want to get electronic version of the research,
Contact us via e-mail address:
pryoungbarristers@yahoo.com
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