Vig\U GALT & TAGGART

RESEARCH

S i I knet — 9 M 23 U pd qte Telecommunications | Georgia

January 11, 2024

Silknet's revenue was up 14.9% y/y reaching GEL 397.3mn in 9M23. Mobile data and fixed broadband revenues
were primary growth drivers, up 27.6% y/y and 18.6% Yy/y, respectively. This strong growth in revenue, paired
with a modest 4.2% y/y rise in operating expenses, led to a record-high EBITDA margin of 64.5% in 9M23
compared to 60.4% in 9M22. For full-year 2023, we expect Silknet's revenues to reach GEL 530.2mn, marking
a12.1% y/y increase.

Silknet sustained its strong market position, seeing a slight increase in subscriber market share across all key
segments and an increased revenue market share within the mobile and Pay-TV segments. In the telecom
sector revenue, Silknet accounted for 34.9% of mobile segment revenue, 33.6% of fixed broadband revenue and
37.3% of Pay-TV segment revenue in 9M23.

Financial highlights, GEL mn Figure 1: Georgian Eurobond universe
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Revenue 345.8 397.3 +14.9%
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Mobile data 86.4 110.3 +27.6% 2%
Fixed broadband 83.0 98.5 +18.6% 4%
Mobile callout 81.1 83.9 +3.5%
Pay-TV 36.9 419 +13.7% 2%
Carrier services 33.7 36.3 +7.9% Duration
0%
Other 24.7 26.5 +7.4% ) 1 5 3 4 5
Adjusted EBITDA* 208.7 256.1 +22.7%
Source: Bloomberg
Adjusted EBITDA margin 60.4% 64.5% +4. Topts
Net income 66.8 1267 +89.7% Favorable company credit and ESG ratings
Net profit margin 792.3% 37.9% +12.6ppts
Assets 805.2 828.2 +2.9% Fitch Moobpy’s SUSTAINALYTICS
Liabilities 787.2 7095 -9.9% Ratings
Equity 18.0 18.7 +5.6x B+ B1 26.0
Net Debt 531.2 417.0 21.5% Stable  Stable
Net debt to adj. EBITDA 2.0x 13x Affirmed Nov-2023 Affirmed Jan-2023 Uparaded in Mar-23
Source: Company information Source: Rating agencies
*Incl IFRS 16
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How Silknet performed in 9M23

Silknet's revenue was up 14.9% y/y to GEL 397.3mn in 9M23,
primarily driven by mobile data and fixed broadband revenues.
Each segment revenue dynamics were as follows:

Mobile data revenue (27.8% of total) remained the largest
contributor to growth with a 27.6% vy/y increase to GEL
110.3mn in 9M23. Surge in mobile data revenue is attributed to
1 7.2% y/y growth in mobile data subscribers, 2) 33.4% y/y
growth in mobile data usage per user to 11.6 GB/month (8.7
GB/month in 9M22) and 3) price growth in 2022.

Fixed broadband revenue (24.8% of total) increased by 18.6%
y/y reaching GEL 98.5mn in 9M23. The growth was propelled by
1) price growth since Aug-22 and 2) 6.6% y/y growth in
subscribers in 9M23.

Mobile callout revenue (21.1% of total) experienced a modest
3.5% vy/y increase to GEL 83.9mn in 9M23. This moderate
growth can be attributed to tariff increase, as the number of
outgoing calls declined 2.0% y/y to 1.4bn calls, indicating a shift
towards increased usage of messaging apps.

Pay-TV revenue (10.5% of total) increased by 13.7% y/y to GEL
41.9mn in 9M23.

Carrier services revenue (9.1% of total) increased by 7.9% y/y
to GEL 36.3mn in 9M23.

Other revenue (6.7% of total) was up 7.4% y/y to GEL 26.5mn
in 9M?23.

Silknet increased its market shares in 2 segments. Silknet
accounted for 34.9% (vs 34.5% in 9M22) of mobile segment
revenue, 37.3% (vs 35.4% in 9M22) of Pay-TV segment and 33.6%
(vs 33.8% in 9M22) of fixed broadband in 9M23.

Figure 2: Silknet's revenue breakdown, GEL mn
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Figure 3: Telecom sector revenue in 9M23, GEL mn
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Operating expenses were up 4.2% y/y to GEL 242.7mn in 9M23,
This increase was primarily driven by a GEL 9.6mn y/y rise in salary
costs, of which GEL 8.6mn was a one-time bonus allocated to the
company’'s management. Significant share of operating expenses
is fixed and does not directly align with the revenue growth.
Additionally, as almost quarter of company expenses are US$-
denominated, the strengthening of GEL limited increase. The
company's operating expenses are distributed across three major
categories. In 9M23: 1) depreciation (36.6% of total) was down by
0.5% y/y to GEL 88.9mn, 2) salary expenses (24.3% of total) were
up by 19.5% y/y to GEL 58.9mn (+2.1% y/y to GEL 50.3mn excl. the
one-time management bonus), 3) purchased services (14.6% of
total) were up 5.0% y/y to GEL 35.4mn.

Strong revenue growth, coupled with modest operating expense
increases, drove adjusted EBITDA to surge by 22.7% y/y to GEL
256.Tmn in 9M23. Consequently, the adjusted EBITDA margin
reached a record high 64.5% in 9M23, compared to 60.4% in 9M22.

Figure 4: Silknet's operating expense breakdown, Figure 5: Silknet's adjusted EBITDA and adjusted
GEL mn EBITDA margin, GEL mn
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Net profit almost doubled to GEL 126.7mn in 9M23. Growth mainly
attributed to impressive operating performance in 9M23 and a
lower base effect in 9M22 due to a one-off finance cost related to
Eurobond refinancing.

Silknet's debt rating improved. Fitch upgraded Silknet's debt
rating from ‘B+' to 'BB- ‘in Aug-2023. This enhancement was
primarily due to Georgia's improved Recovery Rating from Group
D (RR4) to Group C (RR3) in Mar-23. Overall, company's ratings
remained consistent: Fitch rated Silknet at B+/stable, Moody's at
B1/stable and Sustainanalytics maintained its ESG risk rating at
26.0.
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Snapshot of telecom market in Georgia

Telecom market revenue was up by 15.0% y/y to GEL 998.5mn in
9M23, primarily driven by mobile segment. Regarding each
segment:

o Mobile segment accounted for 58.3% of total revenue and
increased 15.2% y/y to GEL 582.3mn in 9M23, fueled by rise
in subscriber base, tariff growth and increased mobile
data usage.

o Fixed broadband accounted for 29.1% of total revenue and
was up 19.7% y/y to GEL 290.6mn, supported by tariff
growth in Aug-22.

e Pay-TV accounted for 10.8% of total revenue and was up
by 7.0% y/y to GEL 107.4mn, driven by tariff growth.

« Fixed voice accounted for 1.8% of total revenue and was
down by 6.8% y/y to GEL 18.2mn, attributed to the
declining number of subscribers.

Silknet has maintained its position as 2" largest telecom service
provider. The telecom market is highly concentrated: Magticom
accounted for 47.7% of telecom sector revenue in 9M23, followed
by Silknet with 35.0%. Cellfie (formerly known as Beeline)
accounted for 9.3% of telecom sector revenues, focusing solely on
the mobile segment and other companies accounted for 8.0%.

Figure 6: Telecom market turnover breakdown by Figure 7: Telecom market turnover breakdown by

segments, GEL mn
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Note: GNCC doesn't include carrier service revenues in telecom market

Mobile subscribers were up 3.0% y/y to 5.4mn subscribers in
9M23. Net additions amounted to 158K mobile subscribers, with
half opting for Silknet. Consequently, Silknet's share in mobile
subscribers was up by 0.5ppts to 33.7% (1.8mn subscribers) in
9M?23. Meanwhile, Magticom's share reduced slightly by O.2ppts to
41.8% (2.3mn subscribers). And Cellfie's share decreased 0.3ppts
to 24.5% (1.3mn subscribers). Notably, Magticom generated
49.2% of mobile segment revenues, followed by Silknet (34.9%)
and Cellfie (15.9%).
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Figure 8: Mobile subscribers, mn Figure 9: Mobile revenues, GEL mn
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Mobile data is the primary catalyst for mobile segment growth,
with subscribers up 7.2% y/y to 3.6mn in 9M23, thanks to tourism
recovery and increased data penetration. Silknet maintained its
leading position in terms of mobile data subscribers, with 35.9%
market share and 7.2% y/y growth to 1.3mn subscribers.
Mobile data traffic was up 29.0% y/y to 412.1K TBs. Mobile data
traffic growth was fueled by subscriber growth and increased
usage per user. Notably, monthly mobile data usage per user
increased across all providers, with market monthly average
standing at 12.6GB (+20.5% y/y) in 9M23.
Figure 10: Mobile data subscribers, mn Figure 11: Mobile data traffic, TB (‘000)
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Note 1: Annual figures represent the average of monthly data in respective years
Note 2: Data penetration shows share of mobile data users in mobile subscribers
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Figure 12: Monthly mobile data usage per user, GB/month
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Silknet has successfully launched 5G network on December 14,
2023. In Aug-23, GNCC concluded an auction for the
implementation of 5G technology, but Silknet and Magticom
chose not to participate. However, the company launched 5G
network using its existing frequency resources, mainly covering
Thilisi's central districts.

Fixed broadband subscribers were up 5.9% y/y to 1.1mn in 9M23,
mostly driven by strong real estate sales in Tbilisi and growing
availability in the regions. Net additions amounted to 42.1K new
subscribers (1.07mn as of Sep-23 vs 1.03mn as of Sep-22), with
47.0% opting for Silknet. Magticom accounted for 47.6% of the
total subscribers, followed by Silknet with 30.9%. The notable
difference in market shares is partially attributed to their distinct
strategies. Silknet mainly focuses on the 10 largest cities in
Georgia, while Magticom focuses on expanding its presence in
rural areas. The revenue generated from fixed broadband was up
19.7% y/y to GEL 290.6mn, primarily propelled by subscriber
growth and tariff growth by major providers in Aug-22.

Figure 13: Fixed broadband subscribers, mn Figure 14: Fixed broadband revenues, GEL mn
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Pay-TV subscribers were down slightly -0.4% y/y to 700.5K
subscribers, due to Magticom abandoning satellite TV from 2023
and increasing competition from streaming platforms. Magticom
and Silknet hold 48.2% and 34.8% of total subscribers,
respectively. Notably, Silknet enjoys higher bundling rate, meaning
that customers who utilize Silknet's fixed broadband service often
opt for its pay-TV service as well. Silknet's service bundling rate
stands at 77% vs 69% for Magticom as of Sep-23.

Pay-TV segment revenue was up 7.0% y/y to GEL 107.4mn in
9M23, mostly attributed to tariff growth. Additionally, to address
increasing competition from streaming platforms, Silknet
strategically acquired Myvideo.ge, a digital video streaming
platform with 1.6mn registered users and 2.4mn uploaded videos
as of Aug-23.

Figure 15: Pay-TV subscribers*, ‘000

Figure 16: Pay-TV revenues*, GEL mn
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The average revenue per user (ARPU) is on the rise across all
segments. Notably, fixed broadband demonstrated the highest
growth in ARPU, up 13.6% y/y to GEL 31.5, attributed to the last
year's low base (prices on fixed broadband increased in Aug-22,
compared to Feb-22 for the mobile segment). Additionally, a 11.7%
y/y growth in mobile ARPU was largely driven by the increased
usage of mobile data in 9M23.
Figure 17: ARPU by segment, GEL
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Eurobond performance

Yields on Georgian corporate Eurobonds, including SILKNET 27,
experienced a slight decline in 9M23. Having peaked at 10.7% on
Nov-4 2022, Silknet's yield reduced to 8.31% as of Jan-5 2024,
trading at 100.2% of par value. The spread between Silknet 27 and
Georgia's sovereign Eurobonds has narrowed steadily since 2023
and stood at 263.2 bps as of Jan-5, 2024.

Figure 18: YTM on selected Georgian Eurobonds

Figure 19: Silknet 24 & 27 spread over GEORGIA
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Disclaimer

This document is the property of and has been prepared by JSC Galt & Taggart ("Galt & Taggart"), a member of Bank of Georgia group PLC (‘Group”) solely for informational
purposes and independently of the respective companies mentioned herein. This document does not constitute or form part of, and should not be construed as, an offer or
solicitation or invitation of an offer to buy, sell or subscribe for any securities or assets and nothing contained herein shall form the basis of any contract or commitment whatsoever
or shall be considered as a recommendation to take any such actions.

Galt & Taggart is authorized to perform professional activities on the Georgian market. The distribution of this document in certain jurisdictions may be restricted by law. Persons
into whose possession this document comes are required by Galt & Taggart to inform themselves about and to observe any and all restrictions applicable to them. This document
is not directed to, or intended for distribution, directly or indirectly, to, or use by, any person or entity that is a citizen or resident located in any locality, state, country or other
jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would require any registration or licensing within such jurisdiction.

Investments (or any short-term transactions) in emerging markets involve significant risk and volatility and may not be suitable for everyone. The recipients of this document must
make their own investment decisions as they believe appropriate based on their specific objectives and financial situation. When doing so, such recipients should be sure to make
their own assessment of the risks inherent in emerging market investments, including potential political and economic instability, other political risks including without limitation
changes to laws and tariffs, and nationalization of assets, and currency exchange risk.

No representation, warranty or undertaking, express or implied, is or will be made by Galt & Taggart or any other member of the Group or their respective directors, employees,
affiliates, advisers or agents or any other person as to, and no reliance should be placed on, the fairness, accuracy, completeness or correctness of this document and the
information contained herein (and whether any information has been omitted from this document) and no reliance should be placed on it. This document should not be considered
as a complete description of the markets, industries and/or companies referred to herein. Nothing contained in this document is, is to be construed as, or shall be relied on as legal,
investment, business or tax advice, whether relating to the past or the future, by Galt & Taggart any other member of the Group or any of their respective directors, employees,
affiliates, advisers or agents in any respect. Recipients are required to make their own independent investigation and appraisal of the matters discussed herein. Any investment
decision should be made at the investor's sole discretion. To the extent permitted by law, Galt & Taggart, any other member of the Group and their respective directors, employees,
affiliates, advisers and agents disclaim all liability whatsoever (in negligence or otherwise) for any loss or damages however arising, directly or indirectly, from any use of this
document or its contents or otherwise arising in connection with this document, or for any act, or failure to act, by any party, on the basis of this document.

The information in this document is subject to verification, completion and change without notice and Galt & Taggart is not under any obligation to update or keep current the
information contained herein. The delivery of this document shall not, under any circumstances, create any implication that there has been no change in the information since the
date hereof or the date upon which this document has been most recently updated, or that the information contained in this document is correct as at any time subsequent to
the date on which it is supplied or, if different, the date indicated in the document containing the same. No representation or warranty, expressed or implied, is made by Galt &
Taggart or any other member of the Group, or any of their respective directors, employees, affiliates, advisers or agents with respect to the accuracy or completeness of such
information.

The information provided and opinions expressed in this document are based on the information available as of the issue date and are solely those of Galt & Taggart as part of its
internal research coverage. Opinions, forecasts and estimates contained herein are based on information obtained from third party sources believed to be reliable and in good
faith, and may change without notice. Third party publications, studies and surveys generally state that the data contained therein have been obtained from sources believed to
be reliable, but that there is no guarantee of the accuracy or completeness of such data. Accordingly, undue reliance should not be placed on any such data contained in this
document. Neither Galt & Taggart, any other member of the Group, nor their respective directors, employees, affiliates, advisors or agents make any representation or warranty,
express or implied, of this document's usefulness in predicting the future performance, or in estimating the current or future value, of any security or asset.

Galt & Taggart does, and seeks to do, and any other member of the Group may or seek to do business with companies covered in its research. As a result, investors should be
aware of a potential conflict of interest that may affect the objectivity of the information contained in this document.

Unauthorized copying, distribution, publication or retransmission of all or any part of this document by any medium or in any form for any purpose is strictly prohibited.

The recipients of this document are responsible for protecting against viruses and other destructive items. Receipt of the electronic transmission is at risk of the recipient and it is
his/her responsibility to take precautions to ensure that it is free from viruses and other items of a destructive nature.
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