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JSC RG Brands

Annual update

Summary

JSC RG Brands' (RG Brands) B2 rating primarily reflects the company's small scale of
operations by international standards, with revenue of less than $150 million. The rating

also reflects RG Brands' high geographic concentration in Kazakhstan, which exposes the
company to local economic and foreign exchange risks, changes in consumer demand as well
as risks related to the country's less-developed regulatory, political and legal frameworks.

At the same time, RG Brands' rating takes into account the company’s (1) leading domestic
market position; (2) diversified product portfolio, with a good product mix and strong brand
names including its long-term exclusive bottling agreement with PepsiCo and Pepsi Lipton
International; and (3) modern production facilities with substantial spare capacity and limited
investment requirements.

The company's fairly strong business profile, together with its prudent operating
management, allows it to deal with the ongoing weakness in the consumer environment in
Kazakhstan amid an economic slowdown and significant tenge depreciation and preserve

a healthy operating and financial profile. A substantial US dollar cash cushion as well as
the established access to funding from major international financial institutions and state
funding at below market interest rates provide additional comfort.
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Credit strengths

» Leading domestic market position

»  Strong business fundamentals, with a modern asset base and a balanced product portfolio
» Healthy operating and financial performance, despite challenging market conditions

» Sound liquidity, with a substantial cash cushion and proven access to funding

Credit challenges
» Small size
» Limited geographic diversification

»  Weak consumer environment in Kazakhstan amid an economic slowdown and tenge depreciation

Rating outlook

The stable outlook on RG Brands' rating reflects our expectation that despite a challenging consumer environment in Kazakhstan, the
company will demonstrate solid operating results and restore its credit metrics within the rating guidance while maintaining a sound
liquidity profile.

Factors that could lead to an upgrade
» A material increase in revenue generation while maintaining a meaningful market share in key markets
»  Adjusted debt/EBITDA below 2.5x and FFO/debt above 30% on a sustained basis

» A satisfactory liquidity position and compliance with all debt covenants

Factors that could lead to a downgrade
»  Adjusted debt/EBITDA above 3.5x and FFO/debt below 10% on a sustained basis
»  Adjusted EBITA margin declining to, and remaining, below 10% on a sustained basis

»  An eroding liquidity position

Key indicators

Exhibit 2
KEY INDICATORS [1]
JSC RG Brands
3/31/2017(L) 12/31/2016 12/31/2015 12/31/2014 12/31/2013

Total Sales (USD Billion) $0.1 $0.1 $0.2 $0.2 $0.2
EBIT Margin 5.8% 7.7% 14.4% 9.9% 10.8%
Debt / EBITDA 4.3x 3.4x 2.9x 2.5x 2.6x
RCF / Net Debt 17.4% 40.1% 10.9% 27.4% 32.5%
EBIT / Interest Expense 1.3x 1.9x 4.6x 3.4x 3.6x

[1] All ratios are based on 'Adjusted’ financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations.

Source: Moody's Investors Service

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www moodys.com for the most updated credit rating action information and rating history
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optimizing costs, including price hedges for key commodities; and (4) actively managing its relationship with suppliers and local
retailers. In addition, as a leading private company, RG Brands participates in a number of state programs aimed at supporting exports
and domestic operations.

Overall, in 2016, RG Brands’ revenue grew by over 18% from a year earlier. Although the company's profitability visibly weakened,
further suppressed by increasing marketing expenses in developing Russian business and by a less favorable change in its product mix,
its adjusted EBITDA margin stayed at a fairly healthy level of 12.7%. A drop in the company's adjusted EBITA margin to 7.7% in 2016
was also driven by a significant revaluation of its assets, which resulted in a corresponding step-up in depreciation charges. We expect
RG Brands to restore this ratio back to above 10% in 2017 (10.4% in Q1 2017) as the company’s revenue base continues to grow, while
it will likely be able to maintain its adjusted EBITDA margin at above 12% (14.7% in Q1 2017).

Healthy financial profile despite higher leverage

Despite a decline in profitability, RG Brands preserved a healthy financial profile supported by {1) strong free cash flow generation
driven by growth in topline, effective working capital management and moderate capital spending requirements; (2) a substantial

US dollar cash cushion conservatively maintained by the company as protection against potential market turmoil and further tenge
devaluation; and (3) a declining share of foreign-currency-denominated debt, which comprised only 13% of total debt as of the end of
Q12017 and is likely to decline further in 2017.

Although RG Brands' adjusted leverage increased to 3.4x in 2016 and 4.3x in the 12 months ended March 2017 (2.9x in 2015), the
increase was largely attributed to RG Brands' decision in 2015 to start accumulating cash reserves in a foreign currency while using debt
to finance its working capital requirements. As a result, on a net debt basis, the company’s leverage remained comfortable at 0.9x and
2.0x, respectively.

In 2017-18, the company is likely to start using its positive free cash flow to repay debt, which, together with strong sales and stabilized
profitability, should drive its adjusted leverage metrics back toward 3.0x. We understand that although RG Brands may use its
accumulated cash cushion to finance a potential M&A opportunity, should such an opportunity arise, it is still determined to maintain
the major part of its cash as a reserve.

The positives of the company's conservative financial policy include (1) internal financial targets of net debt/EBITDA of 2.5x; (2) a focus
on maintaining a proportion of short-term debt at around 30% of total debt; (3) diversifying financing sources between European,
Asian and regional banks; (4} limiting foreign-currency-denominated debt to a targeted 30% of its total debt portfolio; and (5)
maintaining a cash cushion of no less than $10 million.

Liquidity analysis

RG Brands' liquidity position as of the end of Q12017 is solid and should be sufficient to cover all of its cash needs for the following 18
months. This strong liquidity position is underpinned by (1) the company's positive free cash flow, which reflects healthy operating cash
flow generation and moderate capital spending requirements; and (2) around $74 million available under long-term credit facilities as
of the end Q1 2017. These factors, together with substantial cash reserves of around $38 million, should be sufficient to cover all the
company's cash needs in the same period, including its debt maturities of around $43 million.

The company's liquidity is further supported by its established access to long-term funding from leading financial institutions, such as
the international Finance Corporation, the European Bank of Reconstruction and Development, the Asian Development Bank and the
Eurasian Development Bank, as well as state funding under favorable terms.

Rating methodology and Scorecard factors

We consider RG Brands' corporate family rating in the context of the key rating drivers cited in our Global Packaged Goods rating
methodology, published in January 2017. The company's operating and financial profile maps to a Ba3 rating based on historical results
as of the end of Q12017 and a Ba2 rating based on our forward-looking view for the next 12-18 months. The difference between the
grid-implied rating and the actual assigned rating of B2 is mainly because of (1} the company's exposure to the Kazakh market, which
has a less developed regulatory, political and legal framework compared with mature markets; and (2) the small size of the company.
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Corporate profile

JSCRG Brands is a leading private beverage and food company with its own manufacturing and distribution capacities. The company
predominantly operates in Kazakhstan and Central Asia and, to a lesser extent, in Russia. Its beverages portfolio consists of juices, soft
drinks, energy drinks and mineral water, while its food product and snacks portfolio includes packaged goods such as tea, ultra-high-
temperature milk and snacks.

RG Brands is majority-owned by two individuals, Mr. Mazhibayev and Mr. Kozhkinbayev, who hold around 97% of the company's
shares.

Detailed credit considerations

Small size and limited geographic diversification are key rating constraints

RG Brands is one of the largest packaged goods companies in the broader Central Asia region in revenue terms. However, with revenue
of around KZT49.5 billion (around $148 million) in the 12 months ended March 2017, the company is still very small in the international
context. This small size can restrict the company's diversification, its ability to leverage costs of all kinds and its financial flexibility.

RG Brands also has limited geographic diversification, as the company generates more than 92% of its sales in the Central Asia region,
with over 80% coming from Kazakhstan. Although we acknowledge the good growth potential of the Kazakh market given its less-
developed environment, such geographic concentration exposes the company to economic shocks as well as changes in consumer
habits in that particular emerging country and region. Thus, RG Brands is now facing the ongoing weakness in the domestic consumer
environment because of the slowdown in Kazakhstan's economy since the end 2014, coupled with a weaker and more volatile tenge.

Although RG Brands is now focused on active expansion in the large markets of the Urals, Siberia and Volga regions of Russia, its sales
there will remain relatively modest (around 10% of total revenue in 2016) in the short term. In the longer term, the company plans for
Russia to account for around 30% of its total revenue, keeping its reliance on the domestic market fairly high.

Balanced product portfolio

RG Brands benefits from product diversification through its seven main product categories (1) carbonated soft drinks and iced tea, (2)
juices and juice-based products, (3) energy drinks, (4) packaged tea, (5) ultra-high temperature milk, (6) water, and (7) snacks and other
food products. The company further reinforces its product portfolio by diversifying product ranges and flavors, actively managing its
brands' composition, and by introducing new products and packaging. Moreover, the company's fairly flexible production facilities are
able to quickly switch from producing one product to another, allowing RG Brands to promptly react to changing consumer demand.

Product diversification is beneficial for RG Brands as it (1) helps to reduce its exposure to the seasonality in consumption of products
such as carbonated soft drinks, water, and to a lesser extent, juices, with this being offset by the more stable consumption pattern in
packaged tea and milk; and (2) gives the company the opportunity to better address specific needs in each sales region by adapting its
product mix respectively. The balanced portfolio of countercyclical products also strengthens the company's resilience to economic
downturns as sales of tea and milk are more stable than those of carbonated soft drinks and juices since the former are considered to

be necessities.

Leading domestic market position

With a strong portfolio of domestic and international brands, RG Brands is one of the leading packaged goods companies in
Kazakhstan. The company ranks among the top three producers in terms of market position in the majority of its operating segments
supported by (1) introduction of new products, flavors and packaging innovations; and (2) active investments in marketing campaigns
and improved customer loyalty.

RG Brands' leading market position with strong brand recognition, diversified product portfolio and prudent operating management
has allowed the company to preserve fairly healthy operating results despite (1} declining household consumption and customers’
increasing price sensitivity, and, at the same time, (2) rising inflationary pressure driven by the weak tenge, given that 60% of the
company's cost of materials remains in foreign currency.

RG Brands managed to protect its market share and topline while sustaining adequate margins by (1) adjusting its product offerings
and improving the efficiency of its sales and marketing initiatives; (2) selectively and gradually increasing prices; (3) effectively
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Exhibit 3

Rating Factors
JSC RG Brands

Consumer Packaged Goods Industry Grid [1][2] Current Moody's 12-18 Month
LTM 3/31/2017 Forward View
As of 7/18/2017 [3]

Factor 1 : Scale and Diversification (44%) Measure Score Measure Score
a) Total Sales (USD Billion) $0.1 Ca $0.1 Ca
b) Geographic Diversification B B B B
©) Segmental Diversification A A A A

Factor 2 : Franchise Strength and Potential (14%)

a) Market Share Ba Ba Ba Ba
Baa Baa Baa Baa

b) Category Assessment
Factor 3 : Profitabillity (7%)

a) EBIT Margin 5.8% Caa 7% - 10% B
Factor 4 : Financial Policy (14%)

a) Financial Policy Baa Baa Baa Baa
Factor 5 : Leverage and Coverage (21%)

a) Debt/ EBITDA 4.3x Ba 3x - 3.5x Baa

b) RCF / Net Debt 17.4% Ba 20% - 30% Baa

c) EBIT / interest Expense 1.3x B 2x - 3x Ba
Rating:

a) Indicated Rating from Grid Ba3 Ba2

b) Actual Rating Assigned B2

[1] All ratios are based on 'Adjusted’ financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations.

[2] As of 3/31/2017(L);
[3] This represents Moody's forward view; not the view of the issuer; and unless noted in the text, does not incorporate significant acquisitions and divestitures.

Source: Moody's Investors Service

Ratings
Exhibit 4
Category Moody's Rating
JSC RG BRANDS
Cutlook Stable
Corporate Family Rating B2

Source: Moody's Investors Service

5 9 August 2017 JSC RG Brands: Annual update



Y'S INVESTORS SERVICE CORPORATES

%3 2017 Moody's Corporation, Moody's Investors Service, Inc, Moody's Analytics, Inc and/or their licensors and affiliates (collectively, “MOODY'S"). All rights reserved

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND ITS RATINGS AFFILIATES (“MIS") ARE MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT
RISK OF ENTITIES, ZREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND MOODY'S PUBLICATIONS MAY INCLUDE MOODY'S CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-UKE SECURITIES MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY

MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT CREDIT RATINGS

DG NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO' LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY CREDIT RATINGS AND MOODY'S
OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT MOODY'S PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE
MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY'S ANALYTICS, iNC. CREDIT RATINGS AND MOODY'S
PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT
PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR MOODY'S PUBLICATIONS COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY'S PUBLICATIONS WITH THE EXPECTATION
AND UNDERSTANDING THAT FACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLDING, OR SALE.

MOODY'S CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL INVESTORS AND 1T WOULD BE RECKLESS AND INAPPROPRIATE FOR
RETAIL INVESTORS TO USE MOODY'S CREDIT RATINGS OR MOODY’S PUBLICATIONS WHEN MAKING AN INVESTMENT DECISION. {F IN DOUBT YOU SHOULD CONTACT
YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER ALL iNFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW,
AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED
OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY
PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT

Allinformation contained herein is obtained by MOODY'S from sources believed by it to be accurate and reliable Because of the possibility of human or mechanical ervor as well

as other factors, however, all information contained herein is provided “AS iS" without warranty of any kind. MOODY'S adopts all necessary measures so that the infonmation it
uses in assigning a credit rating Is of sufficient quality and from sources MOODY’S considers to be reliable including, when appropriate, independent third-party sources. However,
MOODY’S is not an aud:tor and cannot in every Instarice independently verify or validate information received in the rating process or in preparing the Moody's publications

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, licensors and suppliers disclaim liability to any person or entity for any
indirect, special, consequential, or incidental losses or damages whatsoever arising from or in connection with the information contained herein or the use of or inability to use any
such information, even if MOODY'S or any of its directors, officers, employees, agents, representatives, licensors or suppliers is advised i advance of the possibility of such losses or
damages, including but not limited to: (a) any loss of present or prospective profits or (b} any loss or damage arising where the relevant financial instrument is not the subject of a
particular credit rating assigned by MOODY'S

To the extent permitted by law, MOODY'S and its directors, officers, emplayees, agents, representatives, licensors and suppliers disclaim liability for any direct or compensatory
losses or damages caused to any person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any cther type of hiability that, for the
avoidance of doubt, by iaw cannot be excluded) on the part of, or any contingency within or beyond the control of, MOODY'S or any of its directors, officers, employees, agents,
representatives, licensors or suppliers, ansing from or 1n connection with the information contained herein or the use of or inability to use any such information.

NG WARRANTY, EXPRESS CR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH
RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S {N ANY FORM OR MANNER WHATSOEVER

Moody's Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody's Corporation (*MCQ"), hereby discloses that mest issuers of debt securities {including
corporate and municipal bonds, debentures, notes and cormmercial paper) and preferred stock rated by Moody's investars Service, Inc. have, prior to assignment of any rating,
agreed to pay ta Moody's investors Service, inc. for appraisal and rating services rendered by it fees ranging from $1.500 to approximately $2,500,000. MCO and MiS alsc mantain
policies and procedures to address the independence of MIS's ratings and rating processes Information regarding certain affiliations that may exist between directors of MCO and
rated entities, and between entities who hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, 1s posted annually at
www.moodys.com under the heading “Investor Relations — Corporate Governance —— Director and Shareholder Affiliation Policy ™

Additional terms for Australta only: Any publication into Australia of this document is pursuant to the Austratian Financial Services License of MOODY'S affitiate, Moody's investors
Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or Moody's Analytics Austrabia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable) This document is intended

1o be provided only to “wholesale clients” within the meaning of section 761G of the Corporations Act 2001 By continuing to access this document from within Australia, you
represent to MOODY’S that you are, or are accessing the document as a representative of, a “whalesale client” and that neither you nor the entity you represent will directly or
indirectly disseminate this document or its contents to “retail clients” withm the meaning of section 761G of the Corporations Act 2001 MOODY’S credit rating is an opinien as

to the creditworthiness of a debt obligation of the issuer, not on the equity securities of the 1ssuer or any form of security that is available to retail investors. It would be reckless
and inappropriate for retail investors to use MOODY’S credit ratings or publications when making an investment decision If in doubt you should contact your financial or other
professional adviser.

Additional terms for Japan only- Moody's Japan K K (“MJKK"} is a wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is wholly-owned by Moody's
Qverseas Holdings Inc, a wholly-owned subsidiary of MCO Moody's SF lapan K K. (“MSF}") is a wholly-owned credit rating agency subsidiary of MJKK. MSF] s not a Natienally
Recognized Statistical Rating Organization (“NRSRQO"). Therefore, credit ratings assigned by MSF are Non-NRSRC Credit Ratings Non-NRSRO Credit Ratings are assigned by an
entity that 1s not a NRSRO and, consequently, the rated obtigation will not qualify for certain types of treatment under U §. laws. MJKK and MSF] are credit rating agencies registered
with the Japan Financial Services Agency and their registration numbers are FSA Commussioner {Ratings) No. Z and 3 respectively.

MJKK or MSF) {as applicable} hereby disclose that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and prefetred
stock rated by MJKK or MSF] {as applicable) have, prior Lo assignment of any rating, agreed tc pay to MJKK or MSF] (as applicable) for appraisal and rating services rendered by it fees
ranging from JPY200,000 to approxirately [PY350,000,000.

MJKK and MSF] also maintain policies and procedures to address Japanese regulatory requirements.

REPORT NUMBER 1083481

Mooby’s
INVESTORS SERVICE

6 9 August 2017 1SC RG Brands: Annual update



