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Silknet continued a strong performance in TH23. Revenue was up 16.8% y/y to GEL 256.3mn in TH23, primarily
fueled by mobile data usage growth and tariff adjustments in 2022. Operating expenses were slightly up 1.9%
y/y to GEL 156.7mn, the appreciation of GEL contributed to curbing this growth, given that c. 23% of these
expenses are in FX. As a result, company's adjusted EBITDA was up 26.2% y/y to GEL 164.1mn. Consequently,
Silknet reached highest-ever adjusted EBITDA margin of 64.0% in TH23 and company's net debt to adjusted
EBITDA ratio reduced to 1.3x in TH23 vs. 2.3x in TH22.

Silknet maintained strong presence across all key segments — mobile, fixed broadband and pay-TV - in terms
of subscribers and revenue in TH23. In telecom sector revenue, Silknet's share stood at 34.7% of mobile
segment, at 33.7% of fixed broadband and at 37.5% of pay-TV revenues.

Silknet and Magticom did not participate in the auction that took place in Aug-23 for the implementation of
5G technology, as announced by GNCC. This decision was made due to strict obligations for MVNO
accessibility, 5G coverage, and speed. Cellfie was the sole participant in the auction for 5G implementation,
however Silknet anticipates that GNCC will find a way to collaborate with other operators, on more agreeable
terms.

Mobile data - key driver for revenue growth Figure 1: Georgian Eurobond universe
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How Silknet performed in TH23

Silknet's revenue was up 16.8% y/y to GEL 256.3mn in 1H23,
primarily driven by mobile data revenue. Regarding each segment:

e Mobile data accounted for 26.7% of total revenue and-
remained largest contributor to growth with a 32.3% y/y
increase to GEL 68.5mn in TH23. Surge in mobile data revenue
is attributed to 1) 7.4% y/y growth in mobile data subscribers,
2) 34.1% y/y growth in usage per user to 11.1 GB per/month (8.3
GB/month in TH22) and 3) pricing adjustments in 2022.

e Fixed broadband accounted for 25.5% of total revenue and was
2" |argest contributor to growth with a 21.2% y/y increase to
GEL 65.4mn in 1H23. Surge in fixed broadband revenue was
propelled by 1) price adjustments since Aug-22 and 2) 6.7% y/y
growth in subscribers in TH23.

e Mobile callout accounted for 21.4% of total revenue and was up
6.6% y/y to GEL 54.8mn in 1H23. Mobile callout revenue was
stagnant over 2019-1H23, pressured by increased usage of
WhatsApp, Viber and other messenger apps.

e Pay-TV accounted for 10.8% of total revenue and was up-
15.2% y/y to GEL 27.7mn in TH23.

e Other segments accounted for 15.5% of total revenue and were
up 4.0% y/y to GEL 39.8mn in TH23.

Silknet slightly improved market shares in TH23 compared to
2022. Silknet accounted for 34.7% (vs 34.4% in 2022) of mobile
segment revenue, 33.7% (vs 33.6% in 2022) of fixed broadband
and 37.5% (vs 35.8% in 2022) of Pay-TV segment in TH23.

Figure 2: Silknet's revenue breakdown, GEL mn Figure 3: Telecom sector revenue in TH23, GEL mn
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Operating expenses were slightly up to GEL 156.7mn (+1.9%y/y)
in TH23. Significant share of operating expenses is fixed and does
not directly align with the revenue growth. Additionally, as some
Silknet's expenses (c. 23%) are US$-denominated, the
strengthening of GEL limited increase. The company's operating
expenses are distributed across three major categories. In TH23: 1)
depreciation (37.9% of total) was down to GEL 59.3mn (-0.5%
y/Y), 2) salary expenses (21.1% of total) were stagnant (+0.2% y/y)
and purchased service costs (15.8% of total) were up 15.0% y/y.

Silknet's adjusted EBITDA surged by 26.2% y/y to GEL 164.1mn in
1H23, as revenue growth outpaced increase in operating expenses.
As a result, adjusted EBITDA margin was up to record high 64.0%
in TH23 compared to 59.3% in TH22.

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 was up 4.8x to GEL 92.4mn in 1TH23. Growth could be
attributed to 1) impressive operating performance in 1TH23; 2) low
base effect in TH22 due to the one-off finance cost on Eurobond
redemption and 3) FX gain due to the revaluation of USD-
denominated debt, following the appreciation of GEL.

Silknet's debt rating improved in 1H23. Fitch upgraded Silknet's
debt rating from '‘B+' to 'BB- 'in Aug-2023, primarily attributed to
Georgia's improved Recovery Rating from Group D (RR4) to Group
C(RR3) in Mar-23. Company ratings remain persistent with Fitch
B+/stable, Moody's B1/stable outlook and Sustainanalytics
maintaining 26.0 ESG risk ratings.
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A look at telecom market in Georgia

Telecom market revenue was up by 18.4% y/y to GEL 648.4mn in
1H23, primarily driven by mobile segment. Regarding each
segment:

e Mobile segment accounted for 57.4% of total revenue and
increased 19.4% y/y to GEL 372.4mn in 1H23, fueled by
tariff adjustments and increased mobile data usage.

e Fixed broadband accounted for 29.6% of total revenue
and was up 22.9% y/y to GEL 192.2mn, supported by tariff
adjustments in Aug-22.

e Pay-TV accounted for 11.0% of total revenue and was up
by 7.8% y/y to GEL 71.7mn, driven by tariff adjustments.

« Fixed voice accounted for 1.9% of total revenue and was
down by 71% y/y to GEL 12.2mn, 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 47.8% of telecom sector revenue in TH23, followed
by Silknet with 34.9%. Cellfie (formerly known as Veon) accounted
for 9.1% of telecom sector revenues, focusing solely on the mobile
segment and other companies accounted for 8.2%.

Figure 6: Telecom market turnover breakdown by Figure 7: Telecom market turnover breakdown by
segments, GEL mn company, GEL mn
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Note: GNCC doesn't include carrier service revenues in telecom market

Mobile subscribers were up 3.4% to 5.4mn subscribers in 1TH23,
driven by tourism recovery and migrant inflow. Silknet's share in
mobile subscribers was slightly up to 33.5% in TH23 (33.1% in TH22).
Silknet's mobile subscriber growth (+4.8% y/y to 1.8mn
subscribers) outpaced Magticom's (+2.9% y/y to 2.2mn) and
Cellfie's (+2.5% y/y to 1.3mn) in 1H23. Notably, Magticom
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generated 49.5% of mobile segment revenues, followed by Silknet
(34.7%) and Cellfie (15.9%).

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 7.6% y/y to 3.6mn in TH23, thanks to tourism
recovery, migrant inflow and increased data penetration. Silknet
maintained its leading position in terms of mobile data
subscribers, with 35.9% market share and 7.4% y/y growth to
1.3mn subscribers.
Mobile data traffic was up 31.5% y/y to 260.6K TBs. Mobile data
traffic growth is fueled by subscriber growth and increased usage
per user. Notably, Monthly mobile data usage per subscriber
increased across all providers, with market average standing at
12.2GB/month up 22.2% y/y in TH23.
Figure 10: Mobile data subscribers, mn Figure 11: Mobile data traffic, TB (‘O00)
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Figure 12: Monthly mobile data usage per subscriber, GB/month
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In Aug-23, GNCC concluded an auction for the implementation of
5G technology. However, Silknet and Magticom, chose not to
participate in the auction, due to strict obligations for MVNO
accessibility, 5G coverage, and speed. Cellfie was the sole
participant in the auction for 5G implementation, however Silknet
anticipates that GNCC will find a way to collaborate with other
operators, on more agreeable terms.

Fixed broadband subscribers were up 6.4% y/y to 1.Imn in TH23,
mostly driven by real estate sales in Thilisi and growing availability
in the regions. Magticom accounted for 47.7% of the total
subscribers, followed by Silknet with 30.8%. The revenue
generated from fixed broadband was up 22.9% y/y to GEL
192.2mn, primarily propelled by price adjustments 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 was down slightly -0.4% y/y to 697.9K
subscribers, due to Magticom abandoning satellite TV from 2023
and increasing competition from streaming platforms. Magticom
and Silknet hold 483% and 34.9% of total subscribers,
respectively. Notably, market shares in fixed broadband and Pay-
TV are almost the same for both providers, reflecting the
successful service bundling strategies, however, Silknet's bundling
rate is higher than Magticom's.

Pay-TV segment revenue was up 7.8% y/y to GEL 71.4mn, mostly
attributed to tariff adjustments. 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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Fixed voice is gradually vanishing segment and accounts for a
1.9% share in telecom sector. Fixed voice subscribers were down
10.0% y/y to 293.3K subscribers and revenue down 7.1% y/y to
GEL 12.2mn. The trend will continue with the spreading mobile
services and the internet.
Figure 17: Fixed voice subscribers, ‘000 Figure 18: Fixed voice 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
ARPU and the highest ARPU growth rate, reaching GEL 31.4
(+16.3% y/y) in TH23. Additionally, a 14.9% y/y surge in mobile
ARPU in TH23 was also largely supported by the increased usage
of mobile data and GNCC's decision to eliminate retail pricing
regulation since Jul-21, allowing operators to adjust prices.

Figure 19: ARPU by segment, GEL
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Eurobond performance

Yields on Georgian corporate Eurobonds, including SILKNET 27,
experienced decline in TH23. After reaching peak yield of 10.7% on
4 November 2022, Silknet's yield reduced to 8.92% as of 5 October
2023, trading at 98.4% of par value. The declining yield reflected
into narrowing spread between Silknet 27 and Georgia's sovereign

Eurobonds, settling at 134.0 bps as of Oct-5, 2023 from 416.5 bps
seen at the beginning of the year.

Figure 20: YTM on selected Georgian Eurobonds Figure 21: 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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