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Company Overview
Subsidiaries of JSC Georgian Railway
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Vertically Integrated resilient and flexible Business Model
Results of repositioning an entering in freight forwarding business
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Company Overview

e Conducts all the Group’s freight operations:
— Freight Traffic
= Freight Transportation

= Freight Handling
— Freight Car Rental

e Estimated average utilisation rate of 63% for
railcars in 31 October 2015

e 5,547 employees at the end of 31 October 2015

e Expected percentage of total revenue in 2015 -

96.6%

— Transportation of passengers within Georgia

e Conducts all the Group’s passenger operations

— Routine maintenance repairs

e 1,446 employees at the end of 31 October 2015

e Expected percentage of total revenue in 2015 -
2.5%

Freight SBU Passenger SBU Infrastructure SBU

e Operates, maintains and manages the
Company’s infrastructure assets

e Cost centre serving freight and

passenger activities

— No service to external customers

e Implementation of Modernisation

Project

e 4,836 employees at the end of 31

October 2015
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Company’s management improvements

GSIGMA

e In 2015 appropriated the certificate of quality of management ISO 9001:2008
e SAP license acquired in Q1 2015

e SAP implementation has started

e New bonus scheme was adopted to increase employee efficiency




Leading margins in the industry
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Key Comments

Adjusted EBITDA improvement in 3Q 2015 was mainly
due to the higher increase in revenue compared to

operating expenses;

Management expects EBITDA margin to remain above 50%
in 2015.

Further margin uplift potential:

— Lever operational efficiencies

— Focus on controlling cost base

— Labour efficiency through staff level optimisation

— CAPEX to reduce future repair and maintenance costs

— Objective to achieve Break even for Passenger SBU




A Clearly Defined Strategy Aimed at Increasing Future Profitability

Increase Product and Regional Diversification to Consistently Achieve Profitability Levels Above Industry Average

> v Three business units: Freight,

Passenger and Infrastructure

P
~

v" Geographic Diversification

v Capture increasing transport of oil and oil
products

v Increase dry cargo activities and
containerisation of the Caucasus Corridor

Develop and
v Flexible tariff policy el O Mpetitiveness _ W\ S8ELRE ) —> v Efficient capacity expansion to match
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v" Measured approach to pricing
enhances predictability for customers

v" Extend life-cycle of infrastructure and
diminish maintenance costs

v Completion of Modernisation project
to drive further improvement in
efficiency

v" Lever operational efficiencies to
consistently improve profitability

v" Increase labour efficiency and <&
quality

> v Increase growth and profitability




Discretionary Major Projects

Baku-Thilisi-Kars (“BTK”)
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USD 775m new corridor from the Caspian Sea to Europe via Turkey expected

to be completed by the end of 2016

Will transport both goods and passengers between Central Asia and Europe
Expected to increases cargo transportation capacity by 5mtn to 15mtn

GR has been granted the right to operate the Georgian portion of the new line

Trade between China and Turkey amounted in 27 bln in 2016, in 2020 it is

expected to triple.

Expected to be completed by 2019

Designed to increase transportation capacity of infrastructure from 27 min tons
to a potential 100 min p.a.

Supports future corridor developments: Anaklia Deep Sea port, Poti Port
expansion etc.

Reduced operational expenses

Improved operational safety

Increased train speeds




e elopment Of deep_se a port

" The project is considered as strategically important for Georgia and has full support from the state.

12 companies have participated in the announced competition on the construction of Anaklia port.

#% On February 8, 2016 LTD Anaklia Development Consortium was selected by the Governmental
2% Commission as a winner. After selecting the winner, the MOESD and the Investor will negotiate
’ several provisions of Investment Agfleement within 90 days.
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Best shortcut to Europe
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Best shortcut to Europe
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Thank you for your attention

Salome KELENJERIDZE

Georgian Railway JSC
Head of Marketing | Fraight transportation SBU

Tell +995 32219 18
Cell +995 595 99 41 45
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