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Flat 2013 ahead but stronger prospects in the future 
9M13 revenues were flat at US$ 212mn. The largest revenue segment, freight 
transport, added just 4% y/y to US$ 188mn, while a 20% y/y increase in liquid 
cargo transportation was offset by a 15% y/y decrease in dry cargo. A new 
agreement to ship crude oil and mazut from Kazakhstan is the basis for our 
revised FY14 volume growth projection of 27% for the liquid cargo segment. In 
addition, the new Black Sea ferry and intermodal station projects should add 4-5% 
annual growth to dry cargo volume from FY14 onwards.  
 
The major capex program is being re-visited 
The Tbilisi Bypass Project (TBP) project is being re-visited by the company as the 
project may result in increased operational costs and lower benefits than initially 
thought. Additional research is being done by the government and there is no 
clarity on the capex required for the project for the next three years. Due to the 
lack of clarity on future plans, in our model we envisage no additional outflows 
from 4Q13 onwards. If TBP is put on hold, we believe it will benefit current 
operations through higher long-term profitability and release of additional cash 
flows in the short term. We will re-visit our model assumptions once a final 
decision on the project is made. The potential return on the US$ 223mn in capex 
already spent is unclear, but GR is now able to choose between completing or 
discontinuing the project, without further commitment. Other capex projects 
recently announced, which are aimed at providing near-term revenue, will also 
help diversify revenue sources. 
 
Liquidity remains strong and less pressured by near-term capex 
requirements 
GR’s net debt 9M13 over LTM EBITDA stands at 2.8x. We believe GR is well-
placed in terms of liquidity to meet expansion and maintenance capex and debt 
obligations. We expect net debt-to-EBITDA to peak at 2.9x in FY13 before 
gradually declining to 1.6x in 2017 and that the company will have no issues in 
complying with the 3.5x ceiling set by Eurobond covenants. 
 
 
 

 
Figure 1: Georgian Eurobond universe  

 
Source: Bloomberg 

 
Figure 2: Georgian Eurobonds, YTM %  

 
Source: Bloomberg 
 
Table 1: Key financials indicators (US$ mn)  

 
9M13 9M12 Chg, y/y 

EBITDA 103 119 (13.5%) 
EBITDA margin 48.5%  55.9%  (7.4) ppts 
EBIT 58 71 (17.9%) 
EBIT margin 27.5%  33.4%  (5.9) ppts 
Net income 47 36 30.2%  
Net margin 22.0%  16.8%  5.2 ppts 
Assets 1,729  1,724  0.3%  
Equity 963  899  7.2%  
Liabilities 765  825  (7.3%) 

Source: Company data, Bank of Georgia Research 
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Georgian Railway 
Good Changes Ahead  
 
Georgian Railway is on track to deliver growth in the coming years after striking 
a new agreement to transport oil from Kazakhstan and expand into Black Sea 
ferry operations and truck cargo transportation via intermodal stations. GR also 
decided to re-visit its capex-heavy Tbilisi Bypass Project, which will boost 
profitability and free up cash if put on hold. Meanwhile, 9M13 financials were 
disappointing as the company failed to deliver growth and margins were lower 
due to higher salary costs. The drivers of the top-line weakness are temporary 
and we expect the rebound in sales which started in 3Q13 to continue through 
4Q13, leaving annual revenues flat y/y. We see 2014F revenues up 19% y/y on 
the back of newly announced projects and agreements.  
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No growth in 2013, but mid-term growth prospects brighter 
 
The performance of almost all of GR’s business lines came under pressure in 9M13, 
but growth in liquid cargo segment, oil products in particular, helped offset top-line 
weakness. We expect improved performance in 4Q13 compared to previous quarters on the 
back of the launch of new liquid cargo contracts in 3Q13 and higher grain and construction 
transportation, which would leave full-year revenues flat y/y in 2013. Oil products, which is 
part of the liquid cargo segment (the other being crude oil), was the key growth area in  9M13 
(+34% y/y), which helped offset the 1% y/y decline in crude oil and 15% y/y decline in dry 
cargo. The reduction in grain and construction materials shipments is manageable, in our 
view, as we believe it is temporary. However, certain other commodities are likely to 
experience a structural reduction such as aluminum for example due to closure of an 
aluminum plant in Azerbaijan. Overall, we believe dry cargo volumes will be 13% lower in 
FY17 vs. our previous estimate of 17mn tonnes.  
 
We expect profitability to deteriorate slightly on decreased revenues and higher salary 
expenses with EBIT margin dropping 5.2ppts to 27.8% in FY13. However, we see net 
margin adding 1.3ppts in FY13 to 22.0%, mainly due on a one-off Eurobonds early 
redemption costs incurred in FY12.  

 
Compared to our previous estimates, we expect crude oil and oil product revenue to 
perform better in FY13. In April 2013, GR acquired oil transportation company Georgian 
Transit LLC, which contributed c. US$ 4mn of revenue to liquid cargo segment in 2Q13 only. 
We increase our estimate our FY13 for revenues from crude oil by 6% and from oil products 
by 6% on the back of a consolidation of Georgia Transit revenues and significant new 
revenues stemming from the Zhanazhol oil fields in Kazakhstan 3Q13 onwards. We revise 
our forecasts downwards for dry cargo and freight rental segments significantly (16% and 
39% lower, respectively) which results in our estimate for FY13 revenues at US$ 286mn, 11% 
lower than our previous estimate (US$ 320mn).  
 
 
 
 
 
 
 
 

Figure 3a: Segment revenue forecast FY12 vs. FY13E, US$ mn  Figure 3b:  FY13 segment revenue forecast previous vs. new, US$ mn 

  

 

 

Source: Company data, Bank of Georgia Research  Source: Company data, Bank of Georgia Research 
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Liquid cargo: Good news ahead  
 
Progress was made in securing new liquid cargo volumes. Liquid cargo traditionally 
accounted for more than half of GR’s freight volumes and has been mainly sourced from 
Central Asia and Azerbaijan. The company recently signed an agreement to transport up to 
3.2mmt Kazakh crude oil and mazut from the Zhanazhol oil fields (operated by CNPC-
Aktobemunaigaz), one of Kazakhstan’s most significant oil and gas fields, annually. As it is 
normally the case with these types of agreements for GR, the duration of the contract is 
undefined but we expect the shipments to continue at the same rate as in FY14. GR began 
shipping Zhanazhol-sourced crude in September, adding 0.15mmt to the current monthly 
average of 0.39mmt. Mazut transportation is expected to start in late 2013 and add an 
additional 0.12mmt, or 29%, per month.  
 
The acquisition of Georgia’s largest cargo forwarder of oil and oil products, Georgia Transit 
adds further growth to this segment. From April 2013 onwards, GR’s liquid cargo revenues 
included those of Georgia Transit (2Q13: US$ 3.8mn). Additionally, Azerbaijan recently 
completed the construction of a methanol plant, which GR’s management believes will bring 
in additional growth starting in 4Q13. We do not include these methanol volumes in our 
forecasts owing to a lack of clarity on potential volumes.  
 
Revising mid-term sales projections upwards on positive liquid cargo developments. 
We now expect FY14 liquid cargo volumes to increase 27% y/y and contribute sizably to a 
total 5.1ppts EBITDA margin expansion. In 2Q13, GR’s oil transport volumes grew just 4% y/y 
due to maintenance works at supplier oil fields in Kazakhstan. These issues were fixed later 
in the year and volumes returned in 3Q13, due to which we expect a 6% y/y growth in volume 
terms in FY13 for liquid cargo segment overall.  
 
 
 
 
 
 
 
 
 
 

Figure 4: 9M13 revenue breakdown (US$ 212mn)  Figure 5: 9M12 revenue breakdown (US$ 213mn) 

  

 

 

Source: Company data  Source: Company data 
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Dry cargo weak, but expected to recover 
 
Dry cargo volumes declined in 9M13 on the back of a significant reduction in key 
segments, particularly grains and ores. Grain transportation (down 49% y/y in 9M13), 
construction (down 14% in 9M13 y/y) and ores (down 18% in 9M13 y/y) all underperformed in 
9M13. The resulting change in GR’s overall cargo mix also drove a decline of 3% in average 
revenue per 1,000 tonne-km of dry cargo in 9M13 compared to 4Q12. 
 
We are revising 2017F dry cargo outlook downwards to 14.8mn tonnes from 17.0mn 
tonnes on the back of a partly temporary and partly structural impact effective FY13. 
The volatility in grain and construction materials shipments is manageable, in our view, as we 
believe it is temporary. We also cut our 2013-17 other capex (i.e. non-Modernization or TBP-
related) estimate to US$ 261mn from US$ 487mn, mainly as the company is no longer 
expecting to expand the rolling stock since the current size is sufficient to meet expected 
operations. 

 
 
 

Figure 6: Annual liquid cargo volume forecast  Figure 7:  Monthly liquid cargo volumes, mmt  

  

 

 

Source: Company data, Bank of Georgia Research  Source: Company data 

Figure 8: Dry cargo volume forecast, mmt   Figure 9:  Dry cargo volume breakdown, mmt 

  

 

 

Source: Company data, Bank of Georgia Research  Source: Company data, Bank of Georgia Research 
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Grain volumes fell the sharpest on a temporary inventory supply shock in Armenia. 
High end-2012 grain stocks in Armenia temporarily eliminated the need for additional grain 
transport. However, this segment picked up in 3Q13 and the volume was on average 3x 
higher than the previous two quarters. We expect this trend to continue and overall segment 
to contract by 18% in FY13. In our view, it is a temporary decline and we expect grain 
transportation to return to company’s previous growth guidance from 2014 onwards (11% 
CAGR 2014-17). 
 
Construction freight volumes decline on economic slowdown. Georgia’s economic 
slowdown prompted lower construction activity, which in the past was mainly driven by 
budget-funded infrastructure projects. Budget spending has been tight in 9M13 amid 
Georgia’s political transition. We do, however, expect construction activity to pick up towards 
the end of this year, which drives our forecast of flat construction freight transport volumes for 
GR in 2013. As government spending resumes, we expect this segment to grow around 12% 
in 2014 before returning to a more sustainable high single-digit growth rate from 2015 
onwards.   
 
We cut ore transport volume forecasts from 2.1mmt to 1.9mmt due to closure of an 
aluminum plant in Azerbaijan (one of the key contributors to aluminum transportation). 
Meanwhile, we expect bauxite and manganese volumes (other components of ore segment) 
to continue growing at low double-digit levels. We expect a 14% y/y decline in ore volumes 
due to reduction in aluminum in 2013 and a lower double-digit growth recovery from 2014 
onwards.  
 
 
Freight handling and rental: Minor but important 
 
Freight car (railway wagon) rentals fell 31% y/y in 9M13 on lower tariffs. Turkmenistan, 
one of GR’s largest markets for freight car rentals, traditionally generated high rental tariff 
revenues for GR due to delay penalties (e.g. tariffs triple for delays of over 45 days). In 2013, 
Turkmenistan Railway acquired new diesel locomotives, which reduced delays and cut GR’s 
revenue. On the positive side, GR now has additional free capacity that will reduce the need 
for future rolling stock investments. In addition, in 3Q13 the segment posted higher revenues 
than the average of previous two quarters (+27%) due to an increase in usage of GR’s tank 
cars for liquid cargo transportation in Azerbaijan and box cars for dry cargo transportation in 
Azerbaijan, Russia and Kazakhstan.  
 
Freight handling revenues increased 10% y/y in 9M13. An increase in station service 
tariffs from US$ 1.6 to US$ 1.7 per tonne for GR’s own locomotives and from US$ 0.55 to 
US$ 0.6 per tonne for customers’ own railcars drove the small increase. The tariff hike and 
increased revenues from delays of customers’ own railcars offset a decrease in overall 
volumes. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 6 

Georgia │ Transportation 
Georgian Railway 

December 11, 2013 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Passenger revenues fell 1% y/y in 9M13 as GR’s passenger railcar fleet decreased in size 
due to replacement requirements. GR is now negotiating a deal to lease 38 passenger 
wagons, with the new stock expected to be available as of 4Q13. There was also an 
increased share of seats sold with higher tariffs, resulting in a disproportion between change 
in passenger numbers and change in revenues from this segment.  
 

 
 
Costs to stabilize after one-off hike in employee expenses 
 
Costs rose 16% through 9M13 on the back of higher salaries and repair and 
maintenance costs. GR’s EBITDA margin reduced to 49% in 9M13 from 56% in 9M12. We 
expect margins to continue recovery in 4Q13 and expand further in FY14 thanks to higher 
liquid cargo volumes and new projects.  
 
 
 
 
 
 
 

Figure 10: Revenue forecast by segment, US$ mn 

   
Source: Company data, Bank of Georgia Research 

Figure 11: Passenger volumes by months, ‘000  Figure 12: Passenger volume-kilometers (mn) 

  

 

 

Source: Company data  Source: Company data, Bank of Georgia Research 
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Employee benefits expenses, the largest operating cost, increased 29% y/y in 9M13. 
This item was one of the biggest contributors to total costs going up 4% y/y (US$ 5.7mn) in 
9M13. Average salary per employee rose to US$ 530 in 9M13 from US$ 415 in 9M12, up by 
28%. A salary and staff optimization project that was launched in 2012 intensified in 1H13. 
The project aimed to increase average salaries while cutting the number of staff, and a delay 
to the latter due to a wave of strikes in the company and the country after the elections 
resulted in higher salary expenses overall. The management announced that it withholds from 
laying-off staff as the completion of Baku-Tbilisi-Kars project, expected in 2015, would require 
additional staff in any case. The need for laying-off and rehiring the same staff is avoided, 
however, the initial plan of cutting employee costs will no longer be followed and we forecast 
salaries to remain at current high levels in the near term.  
 
Repair and maintenance costs were up 31% y/y in 9M13 due to new types of repairs like 
Twin-Head replacement on freight and passenger railcars, which were not needed in 2012.  
 
On the other hand, the increases in salary and repair costs were offset to some part by 
improvements in materials (down 20% y/y), electricity (down 10% y/y), fuel (down 12%) and 
freight car rental costs (down 10% y/y). In addition to lower overall volumes, reduction in fuel 
costs was caused by stoppage and slowing down of some capex projects (TBP and 
Modernization, respectively), as the contractors on these projects were renting GR’s heavy 
equipment that required diesel for operations. The decrease in electricity costs was caused 
by higher average weight of train compositions from an average 2,000 tonnes to 2,200 tonnes 
per composition. Freight car rental fees decreased on the back of privatization of Ukrainian, 
Russian and Kazakh wagon fleet, causing lower freight car rental fees that GR has to pay 
when using them.  
 
 
Amended capex plans are unexpected, but will add profitability 
 
Tbilisi Bypass Project 
 
A final decision on TBP has not been made and will only be made once ongoing 
research is completed. If it is put on hold, we believe it will benefit current operations 
through higher long-term profitability and release of additional cash flows in the short-term. 
With US$ 223mn already spent, we do not expect TBP to be cancelled outright but re-visited 
for a future decision. A delay in TBP would add to profitability over the next three to five  

Figure 13: Operating cost evolution 9M13 vs. 9M12  Figure 14: Profitability margins 

  

 

 

Source: Company data, Bank of Georgia Research  Source: Company data, Bank of Georgia Research 
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years. It will also release additional free cash to support leverage. If the project is found to be 
unattractive and abandoned completely, GR might get compensated for a portion of the 
capex incurred if an alternative use is found. In addition, of the US$ 223mn already spent, 
around US$ 40mn was used to purchase construction materials that can be redirected to 
GR’s other projects. 
 

 
Main Line Modernization Project 
 
The completion of the Modernization project may be extended past 2016 at the 
company’s discretion. As of end-2012, roughly US$ 200mn was spent, with around US$ 
250mn remaining in capital commitments. The company spent just US$ 24mn on the project 
in 9M13. In our base case, we assume the project will be completed in 2017, but we note that 
GR has the flexibility to push it even further back and reduce cash outlays in 2014-2017, if 
needed.  
 
Other new projects 
 
New project: flatcar transportation for Turkish cargo transporters to Azerbaijan, 
Armenia and Central Asia. Trucking companies, mainly based in Turkey, will find it cheaper 
to transport cargo using GR’s flatcars. The project is expected to increase total dry cargo 
volume by 5% in FY15. The project is dependent on the construction of 3 intermodal stations 
in Batumi (mostly completed), Poti and Vale for around US$ 15mn in total. The Batumi station 
is slated to be operational in 4Q13.  
 
New project: Ferry transport on the Black Sea. GR recently announced a tender to select 
a partner with whom to operate a ferry route from Poti (Georgia) to Kavkaz (Russia). The 
company will establish an SPV with the partner, which will be required to own or operate 
ferries on a rental basis, or have a preliminary ferryboat purchase agreement. With trade 
relations with Russia recently restored, we believe this project can boost GR’s cargo volumes. 
 
 
 
 
 

Figure 15a: Georgian Railway’s capex schedule, US$ mn 
(without TBP) 

Figure 15b: Georgian Railway’s capex schedule, US$ mn (with 
TBP completed in FY14) 

 

    

 

     

 

 

Source: Company data, Bank of Georgia Research 
Note: Other capex includes infrastructure, freight, passenger and rolling stock  
expansion capex 

Source: Company data, Bank of Georgia Research 
Note: Other capex includes infrastructure, freight, passenger and rolling stock expansion 
capex 
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Coverage and liquidity ratios are sound 
 
GR is well-positioned in terms of liquidity to meet expansion and maintenance capex 
and debt obligations. The company has been prudent in terms of its capex program and it 
also extended Modernization and delayed TBP projects to reduce pressure on liquidity. We 
do not expect GR to require any additional funding as its funding sources exceed uses by 
1.6x on average between 2013-2017.  
 

 
We expect net debt-to-EBITDA ratio to peak at 2.9x in FY13 before gradually declining 
to 1.6x in FY17. The spike in FY13 is mainly caused by capex outflows, as well as lowers 
EBITDA due to higher operating costs and lower revenue. Net debt includes bank deposits as 
cash equivalents since they can be quickly accessed if needed.  

 
In FY12, GR paid out a GEL 151mn (US$ 91mn) extraordinary dividend after paying no 
dividends in 2011. Starting from 2013, GR’s dividend payments are restricted by their bond 
covenant, which sets 50% of previous year’s consolidated net income as the ceiling for 
maximum amount that can be paid out in any year starting 2013. In our model, we assume 
dividend payout ratio to be 35% going forward, which is the same as our assumption for 
another quasi-sovereign entity – Georgian Oil and Gas Corporation (GOGC). Being a state- 

Figure 16: Interest coverage ratio  Figure 17:  Liquidity 

 
  

 

 

Source: Company data, Bank of Georgia Research  Source: Company data, Bank of Georgia Research  

Figure 18: Debt/EBITDA ratios    

  

   

Note: Net debt includes short term bank deposits as cash equivalents 
Source: Company data, Bank of Georgia Research 
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controlled entity, GR is supported by a strict performance-based dividend policy and 
dividends can be retained if needed. For example, in FY11, GR did not pay out any dividends. 
We believe that our 35% dividend payout ratio in FY13 is conservative from a cash-flow 
perspective, as dividends are likely to be lower due to below-expected operating performance 
and uncertainties with capex. 
 

 
If the TBP project is ultimately cancelled, GR will be able to pay out up to 50% in 
dividends annually. On the other hand, if the project is reinstated within the next 3 years, 
higher capex needs may result in cash shortages and require the company to seek additional 
funding. For demonstration purposes, we also analyzed the potential impact of completing 
TBP in the second scenario (Figure 19b). We assumed that GR will pay out the remaining 
amount of capex in FY14 and operating costs will rise by approximately US$ 6mn per year 
from 2015 onwards (indicative completion of TBP).  
 

Figure 19a:  GR funding sources scenario 1:   
TBP discontinued (US$ mn) 

 Figure 19b:  GR funding sources scenario 2:   
TBP completed (US$ mn) 

  

 

  
Source: Company data, Bank of Georgia Research  Source: Company data, Bank of Georgia Research 
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Fitch affirms credit ratings at “BB-” and downgrades outlook to negative 
 
Fitch affirmed Long-term foreign and local currency Issuer Default Ratings (IDR) at “BB-”. 
Short-term foreign and local currency IDRs and senior unsecured ratings were also affirmed at “B” and 
“BB-“, respectively. At the same time, Fitch Ratings revised Georgian Railway’s outlook from Stable to 
Negative in November 2013.  
 
The ratings outlook revision has been disappointing, however, we believe that the company is 
on track for delivering growth and remains comfortable with debt service covenants and ratios. 
If Tbilisi Bypass Project incurs no additional capex, it will result in a positive impact on GR’s bottom 
line. With regards to the operating metrics, we are disappointed to see large variations in volumes 
during FY12 and 1H13. However, the drop in volumes was caused mainly by one-off events they 
started to rebound in 3Q13, which we expect to continue in 4Q13 as well. 
 
The main reasons for the changes by Fitch Ratings were the following: 
 
Deterioration in the credit metrics 

• Lower than expected volumes and tariffs and higher than expected salary costs 
• Material reduction in Fitch’s forecasts for EBITDA and funds from operations (FFO) and a 

consequent deterioration in credit metrics over the next two years 
• Volumes generated by the Tbilisi-Baku-Kars route are expected to be delayed to FY15 from 

FY13 
• Risk of a stranded asset (GEL 354mn spent by FY12) should the Tbilisi Bypass project 

remain unfinished 
 
Reduction in support from the Georgian government  

• Material dividend payments in a high-capex period 
• Pressure to increase employee salaries given recent elections 
• Perceived reduction in government backing for key investment projects - Tbilisi Bypass 
• Continual reduction in state’s direct ownership  

 
Due to the perception of weaker company ties with Georgia, Fitch changed the rating approach within 
its Parent and Subsidiary Rating Linkage criteria - Fitch no longer considers it appropriate to align GR’s 
ratings with those of the state and links with the government will now be reflected in a top down one-
notch approach. As GR’s standalone rating (“BB-“) is higher than the top down one-notch approach, 
the standalone rating currently drives the overall rating. 
 
 



 

 12 

Georgia │ Transportation 
Georgian Railway 

December 11, 2013 

Financials  
Income statement, US$ mn         
  2010 2011 2012 2013E 2014F 2015F 2016F 2017F 
Revenues 227.0 283.1 284.7 285.7 341.3 371.4 399.2 427.7 
y/y change 18.9% 24.7% 0.6% 0.3% 19.5% 8.8% 7.5% 7.2% 
SG&A 117.7 129.0 132.1 150.0 161.8 172.0 180.1 188.5 
EBITDA 109.3 154.2 152.7 135.6 179.5 199.4 219.0 239.2 
EBITDA margin 48.1% 54.4% 53.6% 47.5% 52.6% 53.7% 54.9% 55.9% 
D&A 55.4 54.6 58.8 56.3 61.5 66.7 72.4 78.1 
EBIT 53.9 99.5 93.8 79.4 118.0 132.7 146.6 161.1 
EBIT margin 23.7% 35.1% 32.9% 27.8% 34.6% 35.7% 36.7% 37.7% 
Financial expenses (income), net (15.6) (9.8) 24.4  5.4  (5.5) (0.9) 0.4  1.0  
PBT 69.5 109.3 69.5 73.9 123.5 133.5 146.2 160.1 
Tax expense 12.5 5.9 10.5 11.1 18.5 20.0 21.9 24.0 
Net income 57.0 103.4 58.9 62.8 105.0 113.5 124.2 136.1 
Net margin 25.1% 36.5% 20.7% 22.0% 30.8% 30.6% 31.1% 31.8% 

         Balance sheet, US$ mn         
  2010 2011 2012 2013E 2014F 2015F 2016F 2017F 
Non-current assets 1,055.9 1,314.8 1,521.3 1,537.2 1,626.1 1,705.3 1,783.7 1,855.5 
PP&E, net 973.4 1,145.4 1,348.0 1,414.9 1,493.8 1,576.2 1,653.0 1,724.1 
Other 82.5 169.4 173.3 122.3 132.3 129.1 130.7 131.4 
Current assets 260.3 131.9 215.9 239.4 217.2 219.3 228.5 252.0 
Cash & equivalents 182.7 36.9 68.8 33.7 35.1 36.7 38.4 40.4 
Trade receivables & prepayments 39.2 33.0 61.9 50.0 59.7 65.0 69.9 74.9 
Other 38.3 62.1 85.2 155.7 122.4 117.6 120.2 136.8 
Total assets 1,316.2 1,446.7 1,737.1 1,776.6 1,843.3 1,924.6 2,012.1 2,107.5 

         Shareholder equity 921.2 1,078.9 939.1 1,010.5 1,092.7 1,166.5 1,247.2 1,335.7 
Non-current liabilities 284.8 284.4 711.6 712.1 689.9 694.2 698.3 702.4 
LT debt 247.3 247.9 534.3 530.3 500.0 500.0 500.0 500.0 
Other 37.5 36.5 177.3 181.8 189.9 194.2 198.3 202.4 
Current liabilities 110.2 83.4 86.4 54.0 60.7 63.9 66.6 69.4 
ST loans 10.9 11.1 20.5 9.1 9.1 9.1 9.1 9.1 
Trade payables & prepayments 34.9 27.5 50.1 28.6 34.1 37.1 39.9 42.8 
Other 64.4 44.8 15.8 16.4 17.5 17.6 17.6 17.5 
Total liabilities and equity 1,316.2 1,446.7 1,737.1 1,776.6 1,843.3 1,924.6 2,012.1 2,107.5 

         Cash flow, US$ mn         
  2010 2011 2012 2013E 2014F 2015F 2016F 2017F 

Cash flows from operating activities 131.3  133.9  145.3  105.6  152.3  174.3  192.2  210.1  
Earnings before interest and taxes 
(EBIT) 53.9  99.5  93.8  79.4  118.0  132.7  146.6  161.1  
Depreciation and amortisation 55.4  54.6  58.8  56.3  61.5  66.7  72.4  78.1  
Income tax expense (12.5) (5.9) (10.5) (11.1) (18.5) (20.0) (21.9) (24.0) 
Change in working capital 24.3  (18.6) (43.1) (19.0) (8.6) (5.1) (4.9) (5.1) 
Other 10.2  4.2  46.2  0.0  0.0  0.0  0.0  0.0  

         Cash flows from investing activities (181.0) (270.6) (247.5) (145.2) (98.7) (129.4) (142.7) (155.9) 
Capital expenditures (139.1) (246.9) (229.8) (90.7) (150.3) (145.9) (150.8) (149.9) 
Finance income 25.5  16.0  11.6  6.4  12.8  8.7  7.9  7.9  
Other (67.4) (39.7) (29.3) (60.8) 38.9  7.8  0.2  (13.8) 

         Cash flows from financing activities 217.7  (14.0) 130.6  5.4  (52.3) (43.2) (47.8) (52.3) 
Net borrowings (repayments) 242.1  (24.3) 426.1  (9.4) (30.3) (0.0) (0.0) (0.0) 
Finance costs (9.9) (6.2) (35.9) (11.8) (7.3) (7.8) (8.3) (8.8) 
Dividends paid (20.2) 0.0  (91.3) (22.0) (36.7) (39.7) (43.5) (47.6) 
Other 5.7  16.5  (168.2) 48.6  22.0  4.4  4.0  4.1  

         Net cash inflows (outflows) 167.9  (150.8) 28.4  (34.2) 1.3  1.6  1.8  1.9  
Beginning cash balance 0.8  182.7  36.9  68.8  33.7  35.1  36.7  38.4  
FX effects on Cash 12.9  (5.2) 1.7  0.0  0.0  0.0  0.0  0.0  
FX translation gain/loss 1.1  10.1  1.8  (0.8) 0.0  0.0  0.0  0.0 
Ending cash balance 182.7  36.9  68.8  33.7  35.1  36.7  38.4  40.4  
Source: Company data, BOG Research 
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Ratio analysis         

  2010 2011 2012 2013E 2014F 2015F 2016F 2017F 

Profitability 
        ROA 4.9% 7.3% 3.7% 3.6% 5.8% 6.0% 6.3% 6.6% 

ROE 6.4% 10.2% 5.8% 6.5% 10.0% 10.0% 10.3% 10.5% 
Liquidity & Solvency 

        Current ratio 2.4 x 1.6 x 2.5 x 4.4 x 3.6 x 3.4 x 3.4 x 3.6 x 

Quick ratio 2.3 x 1.4 x 2.2 x 3.9 x 3.0 x 2.9 x 2.8 x 3.0 x 

Cash ratio 1.7 x 0.5 x 0.8 x 0.7 x 0.6 x 0.6 x 0.6 x 0.6 x 

Total debt/Equity 0.3 x 0.2 x 0.6 x 0.5 x 0.5 x 0.4 x 0.4 x 0.4 x 

Net debt/Equity 0.1 x 0.2 x 0.5 x 0.4 x 0.4 x 0.3 x 0.3 x 0.3 x 

Total debt/EBITDA1 2.5 x 1.7 x 3.6 x 4.0 x 2.9 x 2.6 x 2.4 x 2.2 x 

Net debt/EBITDA1 0.6 x 1.2 x 2.8 x 2.9 x 2.2 x 2.0 x 1.8 x 1.6 x 

Financial Leverage 1.4 x 1.3 x 1.8 x 1.8 x 1.7 x 1.6 x 1.6 x 1.6 x 

Adjusted Interest coverage12 2.9 x 4.0 x 3.0 x 1.8 x 3.0 x 3.4 x 3.7 x 4.1 x 

FFO to total debt1 0.4 x 0.6 x 0.2 x 0.2 x 0.3 x 0.3 x 0.4 x 0.4 x 

RCF to net debt 2.5 x -0.6 x 0.1 x 0.1 x -0.1 x 0.0 x 0.0 x 0.0 x 
FFO to adjusted finance 
expenses12 5.0 x 5.1 x 2.0 x 2.4 x 3.7 x 3.9 x 4.2 x 4.5 x 

 
        1 Excluding disposal of Batumi tower  

2 Including previously capitalized Eurobond interest expense   
   Note: Net debt includes short term bank deposits as cash equivalents 

Source: Company data, Bank of Georgia Research 
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Disclaimer 
This document is strictly confidential and has been prepared by JSC Bank of Georgia ("Bank of Georgia") 
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. 
 
Bank of Georgia 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 Bank of Georgia 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 Bank of Georgia or its 
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 Bank of 
Georgia or any of its 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, Bank of 
Georgia and its 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 Bank of 
Georgia 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 Bank of Georgia, or any of its 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 Bank of Georgia 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 Bank of Georgia, nor its 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.  
 
Bank of Georgia does, and seeks 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. 
 
This document is confidential to clients of Bank of Georgia. 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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