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Figure 3: Georgian Eurobond universe

GOGC released FY16 audited results. Revenue increased 22.7% yly to US$

267.7mn, driven by electricity sales of US$ 77.9mn. Electricity sales, now with a 8%
sizable, 29.1% share in revenue, has helped GOGC diversify its business. Revenues £
from traditional sources posted low single-digit decreases, while operating expenses %
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services for the transportation of Turkmen crude oil from Baku to Batumi. The slight  Figure 4: Georgian Eurobonds
underperformance in traditional business lines was compensated by a 262.9% yly = 8%<

increase in electricity sales to US$ 77.9mn, as FY16 was the first fully operational year 70

for the Gardabani combined-cycle power plant.
Figure 1: FY16 revenue breakdown, US$ mn 6% \Mm

300 9
= Sale of gas = Rent of pipelines 5%
250 Sc’.i|e of.crude oil = Ol transporta.tlgn 4%
= Oil trading = Sale of electricity BGEOLN 07/23
. GEOROG 04/21
200 — — — 3% GEORG 04/21
150 | [ ] - - 206 GRAIL 07/22 Modified duration
© OO O© O WOWWOWWOWWOWOOOMNMNMNMNDMNDNSDNSDNS~
R R R R -l Ay R
C OS5 >2Cc 5 0aQh 20CcCcaOs s >cS
100 S222E352802882228373
50 Source: Bloomberg
o Table 1: Key financials (US$ ‘000) and margins
N @ 3 © FY15 FY16  Change, yly
& & & Q
. Revenue 218,2343  267,728.8 22.7%
Source: Company data
: . G fit 69,7201  102,461.4 47.0%
FY16 operating expenses increased 14.2% yly to US$ 205.0mn. Cost of gas sold "~ " ’
decreased 5.1% yly to US$ 130.5mn, while cost of gas used in electricity generation ~Cross profit margin 31.9%  383%  640bps
grew 215.7% yly to US$ 34.8mn, as FY16 was the first full year of electricity generation.  EBITDA 51,6400  80,051.0 55.0%
Figure 2: FY16 operating expenses breakdown, US$ mn EBITDA margin B1% 29.9% 620 bps
250 i 9
= Cost of gas + Depreciation and amort. Adjusted EBITDA 50,5912 79,599.7 57.3%
Personnel costs = Taxes (exc. on income Adjusted EBITDA margin 23.2% 29.7% 650 bps
200 —
= Other — == \‘ EBIT 39,8057 63,2074 58.8%
150 N — | ‘ EBIT margin 18.2% 23.6% 540 bps
— =- [ ] .
— — Net income 136346 329727  141.8%
100 Net profit margin 6.2% 12.3% 610 bps
50 Assets 586,264.1  597,427.1 1.9%
Equity 2084922  268,850.7 -9.9%
0 Liabilities 287,719  328,576.4 14.2%
N (32 < [Te}
3 a a a Source: Company data
N N N N
Source: Company data USS$-GEL FY12  FY13  FY14  FY15  FY16
Nino Papava Period-end ~ 1.657 1736  1.864  2.395 2647
Head of Investment Research | n.papava@gt.ge | +995 32 2401 111 ext. 4693 Average 1.651 1663 1766 2270 2367

David Ninikelashvili Source: NBG
Senior Analyst | dninikelashvili@gt.ge | +995 32 2401 111 ext. 8137

Please refer to important disclaimers on the final page of this document.



We) GALT & TAGGART Georgia | Energy

RESEARCH Georgian Oil and Gas Corporation
July 14, 2017

FY16 adjusted EBITDA increased 57.3% yly to US$ 79.6mn, leading to a
considerable improvement in the adjusted EBITDA margin to 29.7% (23.2% in FY15).
EBIT grew 58.8% y/y to US$ 63.2mn. The weakening of GEL against US$ in FY16
triggered a non-cash FX loss of US$ 21.3mn, accounted for as a finance cost and
dampening the bottom line performance, which was still up 141.8% y/y to US$ 33.0mn.
Figure 5: Income statement highlights, US$ mn Figure 6: Profitability margins
300 45%

= Revenue = Gross profit

Adjusted EBITDA “EBIT 40% —
250 = Net income 35% \.\ /.
200 30% ./:\o b .

25% ° \.\ /
150 ©
20%
——=o== Gross profit margin
100 15% =0 Adjusted EBITDA margin °
50 10% EBIT margin ./
II II II I II 5% —=o=— Net profit margin
0 - = 0% R

S 3 S S 3 3 3 3 3 )

N N N N N N N N N N
Source: Company data Source: Company data

Operating cash flow was at a three-year high of US$ 67.2mn. A 50.0% yly
decrease in capital spending to US$ 22.4mn helped GOGC close FY16 with US$
148.0mn in cash, which, coupled with higher adjusted EBITDA, drove a significant
improvement in the net debt-to-adjusted EBITDA ratio to 2.0x, comfortably below the
Eurobond covenant of 3.5x. Despite the additional interest expense on the outstanding
portion of the GEOROG 05/17 Eurobond in FY16, the adjusted EBITDA coverage ratio
improved from 2.7x in FY15 to 3.9x.

Figure 7: Cash flows, US$ Figure 8: Net debt-to-adjusted EBITDA breakdown
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In Apr-16, GOGC refinanced its outstanding GEOROG 05/17 US$ 250.0mn
Eurobond with a new US$ 250.0mn Eurobond maturing in five years.
Approximately 78% of the outstanding bonds were purchased by GOGC, while the rest
was redeemed in May-17. Construction of Gardabani CCPP Il is expected to
commence in 2H17, while the gas storage reservoir project is in the planning phase,
as GOGC evaluates various financing options. A full report with our detailed
projections will follow shortly.




A GALT & TAGGART Georga | Enery

RESEARCH Georgian QOil and Gas Corporation
July 14, 2017

Financial statements

Income statement

US$, ‘000 2012 2013 2014 2015 2016
Revenue 181,407.3 195,838.3 202,628.5 218,234.3 267,728.8
Sales of gas 140,742.1 144,653.4 152,781.9 153,991.4 147,134.7
Rent of gas pipelines 23,976.8 25,649.6 28,759.4 30,313.9 28,937.6
Income from crude oil 9,686.5 18,350.2 13,355.6 4,545.0 4,427.2
QOil transportation fee 7,001.9 7,185.2 7,7131.7 7,918.8 7,625.3
Agency fees from oil trading - - - - 1,699.8
Sale of electricity - - - 21,465.3 77,904.1
Operating expenses (137,925.4) (143,865.2) (151,872.4) (179,477.5) (204,972.6)
Cost of gas and oil (107,935.6) (119,322.4) (127,046.5) (148,514.3) (165,267.4)
Personnel costs (5,152.4) (4,390.4) (5,219.0) (5,154.7) (6,643.0)
Taxes, other than on income (3,729.3) (3,664.7) (3,771.0) (3,950.3) (4,307.7)
Reversal of impairment loss of property, plant and equipment - - - - -
Impairment of assets related to Namakhvani project (4,533.5) - - - -
Other (5,272.9) (5,521.8) (4,478.3) (10,023.9) (11,911.0)
Other income 6,745.1 8,359.9 1,363.6 1,048.8 451.3

Operating expenses excluding depreciation and amortization (126,623.8) (132,899.2) (140,514.8) (167,643.2) (188,129.0)

EBITDA 61,528.7 71,299.0 63,4774 51,640.0 80,051.0
Adjusted EBITDA 59,317.1 62,939.1 62,113.8 50,591.2 79,599.7
Depreciation and amortization (11,301.7) (10,966.0) (11,357.7) (11,834.3) (16,843.6)
Results from operating activities 50,227.0 60,333.0 52,119.7 39,805.7 63,207.4
Finance income 17,560.5 24,483.9 6,778.0 13,633.7 25,903.0
Finance costs (11,706.8) (17,724.3) (5,968.8) (38,301.4) (47,118.9)
Net finance income 5,853.7 6,759.6 809.2 (24,667.7) (21,215.9)
Share of loss of equity accounted investees - - - - (829.8)
Profit before income tax 56,080.8 67,092.6 52,929.0 15,138.0 41,1617
Income tax expense (7,011.6) (10,406.3) (5,422.9) (1,503.4) (8,189.0)
Profit from continuing operations 49,069.1 56,686.3 47,506.1 13,634.6 32,972.7
Profit and total comprehensive income for the year 49,069.1 56,686.3 47,506.1 13,634.6 32,972.7

Profit and total comprehensive income attributable to:
Owners of the Company 49,069.1 57,007.9 48,506.2 31,167.6 34,378.4
Non-controlling interests - (321.6) (1,000.1) (17,533.0) (1,405.7)
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Statement of changes in equity

US$, ‘000 2012 2013 2014 2015 2016
Share capital, 1 January 286,638.3 307,417.2 293,468.9 307,303.6 255,084.1
Increase in share capital 18,672.4 1515 35,756.6 16,831.3 2,616.3
Decrease in share capital (185.9) - - - -
FX rate translation adjustment 2,292.4 (14,099.8) (21,921.8) (69,050.7) (24,553.6)
Share capital, 31 December 307,417.2 293,468.9 307,303.6 255,084.1 233,146.8
Fair value adjustment reserve for non-cash owner contributions, 1 January (168,940.3) (170,327.2) (162,518.6) (151,417.1) (117,825.8)
FX rate translation adjustment (1,386.8) 7,808.6 11,101.4 33,5914 11,213.7
Fair value adjustment reserve for non-cash owner contributions, 31 December (170,327.2) (162,518.6) (151,417.1) (117,825.8) (106,612.1)
Additional paid-in-capital, 1 January 42,9372 43,289.7 41,305.1 38,483.6 29,946.1
FX rate translation adjustment 352.5 (1,984.6) (2,821.5) (8,537.4) (2,850.0)
Additional paid-in-capital, 31 December 43,289.7 41,305.1 38,483.6 29,946.1 27,096.1
Retained eamings, 1 January 53,978.3 60,315.1 107,350.7 123,642.4 113,118.7
Profit and total comprehensive income for the year 49,069.1 57,007.9 48,506.2 31,167.6 34,378.4
Contributions by and distributions to owners (43,156.1) (5,025.2) (23,573.8) (13,332.9) (36,968.5)
Dividends to equity holders (24,223.9) (5,025.2) (18,687.8) (12,933.3) (5,355.9)
Other cash distributions - - - - -
Distributions of non-cash assets net of tax (18,932.2) - (549.3) (399.5) (31,612.6)
Transfer of subsidiary retained eamings - - (4,336.7) - -
FX rate translation adjustment 423.7 (4,947.1) (8,640.6) (28,358.4) (10,491.6)
Retained earnings, 31 December 60,315.1 107,350.7 123,642.4 113,118.7 100,037.0
Total contributions by and distributions to owners 24,399.5 52,134.2 60,688.9 34,666.0 26.2
Equity attributable to owners of the Company 240,694.8 279,606.1 318,0124 280,323.2 253,667.8
Non-controlling interests, 1 January - - 48,057.9 44,707.0 18,169.0
Profit and total comprehensive income for the year - (321.6) (1,000.1) (17,533.0) (1,405.7)
Foundation of subsidiary with non-controlling interests - 50,485.2 - - -
Other contributions - - 928.2 - -
FX rate translation adjustment - (2,105.6) (3,279.0) (9,005.0) (1,580.4)
Non-controlling interests, 31 December - 48,057.9 44,707.0 18,169.0 15,182.9
Total equity 240,694.8 327,664.0 362,719.5 298,492.2 268,850.7
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US$, ‘000 2012 2013 2014 2015 2016

Assets

Property, plant and equipment 170,610.2 155,258.9 316,909.2 316,616.1 292,999.5
Prepayments for non-current assets - 115,090.7 51,852.3 861.8 -
Intangible assets 99.6 65.7 54.2 35.9 426.6
Finance lease receivable 27,694.8 28,142.6 27,925.0 23,1425 22,305.0
Loans given 51,501.2 51,336.8 74,460.7 25,6132 -
Trade and other receivables non-current - - - - 7,828.7
Other non-current assets 64.6 - - -
Equity accounted investees - - - 2,364.6 4,775.6
Deferred tax assets - - 1,107.0 6,004.8 -
Term deposits 63,636.1 23,085.3 23,809.8 25,501.7 -
Non-current assets 313,606.6 372,979.9 496,118.3 400,140.7 328,335.3
Loans given 29,404.2 27,100.7 8,844.2 2,406.4 1,001.6
Non-current assets held for distribution - 657.1 - 7341 -
Inventories 3229 3784 106.2 3,684.9 4,128.8
Current tax assets 3,996.5 622.6 - 1,529.9 -
Taxes other than on income 597.6 421.6 7,819.8 2,095.7 1,382.4
VAT recoverable - - - - -
Prepayments for current assets and expenses 12,055.3 11,552.2 12,528.4 20,104.0 18,331.9
Trade and other receivables 52,151.9 36,589.3 37,530.6 75,778.9 67,906.5
Term deposits current 31,903.2 45,207.0 - - 28,384.8
Cash and cash equivalents 86,118.2 112,043.4 97,552.6 79,789.6 147,955.6
Current assets 216,549.8 234,572.4 164,381.8 186,123.4 269,091.7
Total assets 530,156.3 607,552.3 660,500.1 586,264.1 597,427.1
Equity and liabilities

Share capital 307,417.2 293,468.9 307,303.6 255,084.1 233,146.8
Fair value adjustment reserve for non-cash owner contributions (170,327.2) (162,518.6) (151,417.1) (117,825.8) (106,612.1)
Additional paid-in-capital 43,289.7 41,305.1 38,483.6 29,946.1 27,096.1
Retained earnings 60,315.1 107,350.7 123,642.4 113,118.7 100,037.0
Equity attributable to owners of the Company 240,694.8 279,606.1 318,0124 280,323.2 253,667.8
Non-controlling interests - 48,057.9 44,707.0 18,169.0 15,182.9
Total equity 240,694.8 327,664.0 362,719.5 298,492.2 268,850.7
Loans and borrowings 245,176.0 245,175.9 245,176.0 245,176.0 245,884.1
Deferred tax liabilities 5,774.1 9,494.9 7,621.3 5,870.8 -
Non-current liabilities 250,950.1 254,670.9 252,797.3 251,046.8 245,884 1
Loans and borrowings current 3,072.4 3,528.2 44532 5,445.7 57,2741
Trade and other payables 14,982.8 17,655.9 36,008.8 28,3131 24,335.0
Dividend payable 19,315.5 - - - -
Current tax liabilities - - 836.6 - 303.0
VAT payable 1,140.8 3,062.3 2,780.1 2,104.1 -
Provisions - 971.0 904.7 862.2 780.2
Current liabilities 38,5115 252174 44,983.4 36,725.1 82,692.3
Total liabilities 289,461.6 279,888.3 297,780.6 287,771.9 328,576.4

Total equity and liabilities 530,156.3 607,552.3 660,500.1 586,264.1 597,4271
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Statement of cash flows

US$, ‘000 2012 2013 2014 2015 2016

Cash flows from operating activities

Cash receipts from customers 159,790.5 224,320.0 209,561.1 187,498.9 286,532.9
Cash paid to suppliers and employees (108,031.9) (133,556.9) (161,864.8) (181,985.2) (207,101.3)
VAT refund from the State - 8,494.5 5,197.8 1,478.8
Cash from operations before income taxes and interest 51,758.6 90,763.1 56,190.8 10,711.5 80,9104
Income tax paid (7,870.3) (2,681.2) (4,399.6) (7,534.6) (5,214.4)
Interest paid (8,674.0) (17,140.6) (17,218.8) (18,024.1) (18,131.9)
Interest received 4,490.5 20,485.5 10,654.9 16,490.3 9,653.9
Net cash from (used in) operating activities 39,704.8 91,426.8 45,227.3 1,643.0 67,218.0
Cash flows from investing activities

Acquisition of property, plant and equipment and intangible assets (13,996.0) (70,652.7) (77,744.1) (44,901.3) (22,442.5)
Decrease/(Increase) in term deposits (85,238.5) 29,506.1 42,021.5 - -
Repayment of loans given - 2,228.5 - 52,865.9 17,329.9
Loans given (78,745.2) - - (1,058.1) (16,841.1)
Acquisition of non-current assets held for distribution (4,023.0) - - -
Investing in other companies (64.8) - - -
Acquisition of equity accounted investee - - - (2,494.5) (3,778.2)
Net cash from (used in) investing activities (182,067.4) (38,918.1) (35,722.6) 4,412.0 (25,731.9)
Cash flows from financing activities

Dividends paid (28,765.9) (24,262.7) (18,687.8) (12,933.3) (5,355.9)
Proceeds from borrowings 240,684 .4 - 16,918.1 - 232,571.6
Repayment of borrowings (6,383.6) (377.5) (16,855.8) - (190,201.9)
Other cash distributions to owners (1,332.3) - - - -
Cash distributed on the transfer of subsidiaries - - (5,320.4)

Cash distributed on the transfer of discontinued operation - - - - -
Net cash from (used in) financing activities 204,202.6 (24,640.2) (23,945.9) (12,933.3) 37,013.7
Net increase in cash and cash equivalents 61,637.0 26,698.7 (13,683.7) (6,520.1) 70,193.1
Cash and cash equivalents, 1 January 21,001.6 86,118.2 112,043.4 97,552.6 79,789.6
Effect of FX rate fluctuations on cash and cash equivalents 3,307.2 31746 6,846.4 10,398.8 5,566.7
FX rate translation adjustment 172.4 (3,948.1) (7,653.5) (21,641.7) (7,593.7)

Cash and cash equivalents, 31 December 86,118.2 112,043.4 97,552.6 79,789.6 147,955.6
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Financial ratios

2012 2013 2014 2015 2016
Profitability
Return on Revenue
Gross profit margin 405% 391%  373%  31.9% 38.3%
EBITDA margin 339% 364% 313% 23.7% 29.9%
Adjusted EBITDA margin 327%  3214%  307%  23.2% 29.7%
EBIT margin 27.7%  308%  257%  18.2% 23.6%
EBT margin 309%  343%  26.1% 6.9% 15.4%
Net profit margin 27.0%  289%  234% 6.2% 12.3%
Return on Investment
Operating ROA / Basic earning power 9.5% 9.9% 7.9% 6.8% 10.6%
Return on assets (ROA) 9.3% 9.3% 72% 2.3% 5.5%
Operating ROE 209%  184% 144%  13.3% 23.5%
Return on equity (ROE) 204%  17.3%  131% 4.6% 12.3%
Return on common equity 16.0% 193%  155% 5.3% 14.1%
Return on capital employed (ROCE) 10.2% 10.4% 8.5% 7.2% 12.3%
Return on invested capital (ROIC) 5.1% 9.0% 4.7% 0.1% 4.8%

Solvency

Component percentage / debt ratios

Liabilities to assets

Liabilities to invested capital
Liabilities to equity

Liabilities to EBITDA
Debt-to-assets

Debt-to-invested capital
Debt-to-equity

Debt-to-EBITDA

Net debt-to-assets

Net debt-to-invested capital

Net debt-to-equity

Net debt-to-EBITDA

Net debt-to-adjusted EBITDA
Long-term debt-to-assets
Long-term debt-to-invested capital
Long-term debt-to-equity
Long-term debt-to-EBITDA
Financial leverage (equity multiplier)

Coverage

EBITDA coverage 5.38x 4.09x 3.47x 2.75x 3.94x
Adjusted EBITDA coverage 5.19x 3.61x 3.40x 2.69x 3.92x
EBIT coverage 4.39x 3.46x 2.85x 2.12x 3.11x
Adjusted EBIT coverage 4.39x 3.46x 2.85x 2.12x 3.11x
FFO to debt 0.24x 0.27x 0.24x 0.10x 0.16x
FFO to finance costs 5.28x 3.88x 3.22x 1.36x 2.45x
Liquidity

Current ratio 5.62x 9.30x 3.65x 5.07x 3.25x
Quick ratio (acid test) 5.61x 9.29x 3.65x 4.97x 3.20x
Cash ratio 2.24x 4.44x 2.17x 2.99x 1.79x




A GALT & TAGGART Georga | Enery

RESEARCH Georgian QOil and Gas Corporation
July 14, 2017

Disclaimer

This document is strictly confidential and has been prepared by JSC Galt & Taggart ("Galt & Taggart'), a member of JSC Bank of Georgia group (‘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 fairess, 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
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