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TBC CAPITAL

Silknet - 1TH 2021 overview

Silknet’s revenue increased by c. GEL 13 Number of subscribers for mobile ser-
min (+6.9% YoY; -2.4% in USD) in 1H 2021. vices grew by +2.6% YoY by the end of
1H 2021. The ARPU for the service seg-
EBITDA was up by 4.5% YoY in 1H 2021, ment grew at a higher pace, amounting
with the EBITDA margin decreasing by to +7.3% YoY over the same period.
1.2 pp in the same period.
_ A minor decrease in market shares have
At 52.5% of total commercial revenues been observed in the mobile, fixed inter-

in TH 2021, revenue from mobile services net, and pay TV categories in 1TH 2021.
increased by 7.1% YoY.

Silknet’s key financial figures

| 1H2020 | 1H2021 | YoYchange _

1849 1978 6.95%

610 59.6 -2.36%

1020 1067 4.55%

866.8 8387 -3.24%

18 -415 252.21%

878.6 880.3 018%

605.9 6122 104%

278 283 +0.05 pp
Silknet’s key operating figures

JUN-2020 JUN-2021

Mobile subscribers ('000) 1,647 1,690 259%
Internet subscribers (‘000) 291 291 -0.19%
Pay TV subscribers ('000) 238 241 1.42%
Fixed telephone subscribers ('000) 228 204 -10.34%

Silknet’s issuer credit rating

FitchRatings MooDy’s
B B1

Stable Negative

Last action: Dec-2020 Last action: Mar-2021
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A 6.9% YoY stronger half year in terms of

revenues

Silknet’s revenue increased by c. GEL 13
min (+6.9% YoY; -2.4% in USD) in TH 2021.
The growth was mainly driven by a 5.2%
YoY growth in commercial revenue. The
increased revenue in 1TH 2021 was main-
ly a result of better performing Q2 2021
due to eased pandemic related restric-
tions, having a major impact on mobile
services.

Silknet's EBITDA was up by 4.5% YoY
in TH 2021, with the EBITDA margin de-
creasing by 1.2 pp in the same period.
The improved EBITDA was mainly driven
by organic growth, while the decreased
margin was a result of a 10% YoY depre-
ciated GEL against the USD, as well as
increased utility expenses.

Revenue dynamics of 1H 2021 (GEL min)

B Commercial ®Carrier services

197,8
184,9

1H'20 1H'21

Source: Silknet, TBC Capital
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TBC CAPITAL

Mobile service remains the largest
revenue generating category and the key

driver for growth

The current segmental split of Silknet’s
commercial revenue clearly indicates
mobile being the largest part of the
company’s business. At 52.5% of total
commercial revenues in 1TH 2021, reve-
nue from mobile services increased by
7.1% YoY. A positive trend was also ob-
servable in the next two runner-up cat-
egories of fixed internet and pay TV,

having increased by 1.5% and 6.3% YoY,
respectively, in the same period.

Silknet’s revenues from the fixed tele-
phone service continues the downward
sloping trend, recording a 14.8% YoY de-
crease in 1H 2021. The decreasing reve-
nues in this service category is driven by
increasing mobile phone penetration.

Commercial revenue breakdown by service category

(GEL mln)

931
86,9
m1H'20
m1H 21
494 1502
—

Pay TV Fixed telephone Other

Mobile Fixed internet

Source: Silknet, TBC Capital

-14.8% 148.7%
YoY YoY
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Average revenue per user on arise on two of
the biggest revenue generating categories

6

The increased overall revenue can be
explained by the growing number of
subscribers for mobile services (+2.6%
YoY by the end of 1H 2021). The ARPU
for the service segment grew at a higher
pace, amounting to +7.3% YoY over the
same period.

While no major change has been ob-
served in the runner-up segment of
fixed internet, the ARPU also saw a no-
ticeable, +4.6% YoY, growth.

The pay TV segment remained more or
less stable throughout 1H 2021 and no
major changes have been observed in
the number of subscribers or the ARPU.

The fixed telephone service segment
continued the downward sloping trend
as a result of the general consumers’ at-
titude towards the technology.

GNCC'’s recent decision to give mobile
network operators and mobile virtual
network operators the freedom to ne-
gotiate on commercial bases without
any participation from the regulator,
provides a basis for positive outlook for
future ARPUs.

Silknet’s subscribers and respective ARPUs by service

category (‘000; GEL)

1800

1600 s 286
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Mobile Fixed internet
Source: GNCC
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Market shares slightly deteriorating in
major service categories in 1H 2021

A minor decrease in market shares has
been observed in the mobile, fixed in-
ternet, and pay TV categories in 1H 2021.
The largest loss was recorded in the
fixed internet category at -1.0 pp YoY,
however in terms of more detailed seg-
ments, Silknet lost its share the most in

terms of mobile internet traffic at-2.8 pp
YoY.

At +1.3 pp YoY, the fixed telephone is the
only category where Silknet gained its
market share.

Silknet’'s market shares by categories

(number of subscribers)

70%

m Jun-20
60%
50%
40% 09 pp
-1.0 pp
30%
20%
10%
0%
Mobile Fixed internet

Silknet’'s market shares by mobile segments

70%

m1H 2020

Mobile internet traffic (TB)

60%
50%

40% -11pp

30%
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10%

0%

Mobile internet (subscribers)
Source: GNCC

B Jun-21
+1.3 pp
| I I
Pay TV Fixed telephone
=1H 2021
-0.3
28pp PP

Mobile outgoing call traffic (minutes)
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A highyielding Eurobond in the comparable
telecommunications Eurobond universe

In the Eurobonds from the telecommu-
nications sector with similar maturity,
rating, and embedded call option, the
Silknet Eurobond is rather high yielding.
From the industry risk standpoint, it re-
mains a good option.

Silknet Eurobond details

Issuer Ratings (Moody’s/Fitch)

Issued Amount
Settlement Date
Maturity Date
Coupon/Frequency
Callable/Price
Price at issue

Use of proceeds
Book runner

Even with an increased leverage of 2.83
in 1H 2021, Silknet remains below the 3.5
threshold set by the Eurobond covenant.

Silknet JSC
B1/B
Senior Unsecured
USD 200 min
02-Apr-2019
02-Apr-2024
11.000%/Semi-annual
02-Apr-2022/105.500
100.0000
Acquisition financing/refinance
JP Morgan, TBC Capital, UBS

Silknet and selected peer Eurobonds’yield to maturity (%)

18

16

14

12

10

—Silknet JSC; XS1843443430

Turk Telekomunikasyon AS; XS1955059420
Turkcell lletisim Hizmetleri AS; XS1803215869
——V/F Ukraine PAT; XS2114201622
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Annex: financial statement highlights

Profit and loss highlights (‘000 GEL)
W0 ______Hon

Commercial revenue 168,622 177,428
Carrier services 16,285 20,329
Depreciation and amortization expenses (58,372) (58,035)
Employee benefits expense (28,332) (30,981)
Purchased services (18,158) (21,038)
Interconnect & roaming expenses (7,467) (8,928)
Other expenses (25,164) (23,458)
Profit from operating activities 39,298 47,135
Finance income 2,101 2,353
Finance cost (43,928) (45,838)
Net change in fair value of financial instrument at FVTPL 2,400 (8,850)
Net FX gain/loss (40,341) 23156
Net finance cost (79,768) (29,179)
Profit and total comprehensive income (40,470) 17,956
Adjusted EBITDA 102,017 106,649
Adjusted EBITDA margin 55% 54%

Balance sheet highlights (‘000 GEL)
. H220 _______H202 |

Total Non-current assets 760,839 478,841
Total current assets 120,958 89,894
Total assets 881,797 838,735
Total equity (59,313) (41,518)
Total non-current liabilities 754,810 735,337
Total current liabilities 186,300 144,916
Total liabilities 941,110 880,253
Total equity and liabilities 881,797 838,735

Cash flow highlights (‘000 GEL)
__________________________H200 _______Hzoa |

Net cash from operating activities 109,732 101,358
Net cash used in investing activities (79,716) (48,882)
Net cash used in financing activities (50,188) (85,211)
Net change in cash and cash equivalents (11,736) (31,717)
Cash and cash equivalents 63,126 46,074
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Legal Notice

This publication (the “Publication”) has been prepared and distributed by TBC Capital LLC (“TBC Capital”) member of TBC Bank
Group PLC (“Group”) for informational purposes only and independently of the respective companies mentioned herein. TBC
Capital is operating and performing its professional services on the territory of Georgia and is duly authorized to prepare and dis-
tribute this Publication on the territory of Georgia. Nothing in this Publication constitutes or forms part of an offer or solicitation
orinvitation to an offer to buy, sell or subscribe for any assets or securities and nothing herein shall form the basis of any contract
or commitment whatsoever or shall be considered as a recommendation to take any such actions. Since distribution of this
Publication may be restricted by law in certain jurisdictions, persons into whose possession this Publication comes are required
by TBC Capital to inform themselves about and to observe any and all restrictions applicable to them. As this Publication is not
directed to or intended for distribution, directly or indirectly, to or use by any person or entity in any jurisdiction where such distri-
bution, publication, availability or use would be contrary to the applicable law or which would require any registration or licensing
within such jurisdiction, neither TBC Capital nor any member of the Group nor any of their respective director(s), partner(s), em-
ployeels), affiliates, adviser(s) or agent(s) (‘Representatives”) accept any direct or indirect liability to any person in relation to the
publication, distribution or possession of this Publication in or from any jurisdiction. This Publication is not intended to provide
any investment, business, tax and/or legal advice, and credit or any other evaluation. Recipients of this Publication are strongly
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. Any and all information contained in this Publication is subject to change with-
out notice, and neither TBC Capital nor any member of the Group nor any of their Representatives are under any obligation to
update or keep information contained in this Publication. Distribution of this Publication, at any time, does not imply that infor-
mation herein is correct, accurate and/or complete as of any time after its preparation date or that there has been no change in
business, financial condition, prospects, credit worthiness, status or affairs of the respective companies or anyone else since that
date. Accordingly, this Publication should not be considered as a complete description of the markets, industries and/or compa-
nies referred to herein and no reliance should be placed on it. TBC Capital does not undertake to update this Publication or to
correct any inaccuracies therein which may become apparent. The Publication may include forward-looking statements, but not
limited to, statements as to future operating results. Any “forward-looking statements”, which include all statements other than
statements of historical facts, involve known and unknown risks, uncertainties and other important factors beyond TBC Capital’s
control that could cause the actual results, performance or achievements to be materially different from future results, perfor-
mance or achievements expressed or implied by such forward-looking statements. Such forward-looking statements are based
on numerous assumptions regarding present and future business strategies and the environment operating in the future. By their
nature, forward-looking statements involve risks and uncertainties because they relate to events and depend on circumstanc-
es that may or may not occur in the future. No assurances can be given that the forward-looking statements in this document
will be realized. TBC Capital does not intend to update such forward-looking statements. Opinions, forecasts, estimates and/or
statements relating to expectations regarding future events or the possible future performance of investments represent TBC
Capital’'s own assessment and interpretation of information available to it currently. Information obtained from the third party
sources believed to be reliable, but that there is no guarantee of the accuracy and/or completeness of such information. TBC
Capital does and seeks to do and any member of the Group may or seek to do business with companies covered in this Publica-
tion. Thus, investors should be aware that TBC Capital may have a potential conflict of interest that could affect the objectivity of
the information contained in this Publication. This Publication may not be reproduced, redistributed or published, in whole orin
part, in any form for any purpose, without the written permission of TBC Capital, and neither TBC Capital nor any member of the
Group nor any of their Representatives accept any liability whatsoever for the actions of third parties in this respect. TBC Capital
makes no expressed or implied representation or warranty of usefulness in predicting the future performance or in estimating the
current or future value of any security or asset, and expressly disclaims all warranties of merchantability or fitness for a particular
purpose or use with respect to any data included in this Publication. Without limiting any of the foregoing and to the extent per-
mitted by law, TBC Capital or any member of the Group or any of their Representatives expressly disclaim all liability whatsoever
(in negligence or otherwise) for any loss or damages however arising, directly or indirectly, from any use of this Publication or its
contents (including without limitation to the accuracy and/or completeness of information therein) or otherwise arising in con-
nection with this Publication or for any act or failure to act by any party on the basis of this Publication.

. Otar Nadaraia
Mary Chachanidze, CFA 3 .
Managing Director Chief Economist, TBC Group

Ana Mzhavanadze
Acting Head of Macro-Financial Analysis Division, TBC Bank

Juli Avlokhashvili
Analyst

Irine Kvakhadze
Head of Research

Andro Tvaliashvili
Senior Research Associate
Levan Mikeladze

Giorgi Mzhavanadze Analyst

Senior Researcher

Revaz Maisuradze
Research Analyst

Mariam Surmava
Research Analyst

Maka Koridze
Junior Research Analyst

SILKNET 1H 2021 OVERVIEW | OCTOBER 2021



A

TBC CAPITAL

www.tbccapital.ge

2021



