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Source: GNERC; Galt & Taggart

Note: Consumption includes transmission losses
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@ GALT & TAGGART

Generation Question 1

Which power plants have been built in recent years,
and what are the current needs of Georgia's energy

system?




93% of power plants constructed in recent years were supported by state incentives

Renewable energy power plants constructed over 2007-25

Installed capacity of power plants in Georgia, GW by the incentive mechanism
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Following the introduction of the incentive mechanism (PPA) in 2007, 83 power plants with a total installed capacity of 1.4 GW were constructed. However, the suspension of the

PPA between 2017-21, along with increased public protests, slowed construction activity. The sector was revitalized with the introduction of the CFD scheme in 2022.

Source: GSE, ESCO, Galt & Taggart



Despite the growth in installed capacity, import dependency remains unchanged, driven by the
increased demand and seasonality of hydropower generation

Electricity generation and import, TWh Supply-demand seasonality of Georgia, TWh
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The unchanged need for imports or thermal generation is caused by the growth of local
consumption of electricity and the seasonality of hydropower plants' generation. The choice
between imports and thermal power generation is mainly made on the basis of price, with technical
limitations taken into account. Winter deficits can be filled with reservoir hydropower plants.
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Source: GNERC, Galt & Taggart 5



The variability in hourly consumption and wind and solar power generation creates a need for
several hours of reserve capacity

Comparison of renewable energy sources by generation profile Daily profile of electricity consumption and
generation in Georgia, MW

Power plant annual profile Variation of intraday Typical winter day
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Generation of wind and solar power plants fluctuates throughout the day and requires quick reserves sources

(provided by reservoir hydropower, batteries, steam turbines)
Source: GSE, Galt & Taggart

Note: Summer day is an average day of June 2023 and June 2024: Winter Day is
Source: GNERC, GSE, survey of companies, Galt & Taggart average day of November, December, January and February of 2023-25



The construction of wind and solar power plants is relatively simple and less expensive

Comparison of renewable energy sources by construction cost and risks
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Source: survey of companies, Galt & Taggart



Wind and solar power plants provide higher returns on investment, while hydropower plants
have higher efficiency and longer lifespan

Comparison of renewable energy sources by capacity factor, CFD conditions and IRR
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Investors' increased interest in wind and solar power plants is explained by high returns and low construction risks

Source: survey of companies, Galt & Taggart

Note: 1) Capacity utilization rate for reservoir hydro varies depending on its usage rate; 2) LCOE (levelized cost of electricity) refers to the ratio of lifetime costs to the amount of generation, taking into account the time value of money (discount rate

WACC=12.5%). 3) CFD tariff reflects terms offered by MoESD for direct negotiation (excluding hydro with reservoir, where we took results of 2" capacity auction) 4) Equity IRR is the return on the invested capital of the project and is calculated for a 20-

year operating period. 8



The introduction of CFDs has increased investor interest in wind and solar power plants,
although GSE has set limits for their grid connection

Potential power plant projects, GW Implemented and upcoming government initiatives
bl
* Introduction of CFD (contract for difference) mechanism
Hydro
Projects under feasibility/ Lo * |nvestments in transmission grid
construction :
..................................................................................................................................................... + Building energy storage (batteries)
Projects submitted for 0.6
approval ’
..................................................................................................................................................... * Reservoir hydropower plants
Limits set by GSE NA

* One-stop shop principle to reduce bureaucratic barriers

* Updating plan of market reform

The introduction of CFD (Contract for difference) mechanism, two auctions held in 2022
and 2023, and the announcement of direct negotiations in 2025 have increased investor
interest, especially in wind and solar power plants.

Source: GSE, MoESD, Galt & Taggart
Note: Projects are submitted to MoESD request CFD, the results will be announced by end of the year



We expect an acceleration in power plant construction, with installed capacity reaching

9.0 GW by 2035

Installed capacity additions by TYNDP, GW
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The power plants planned in the 10-year roadmap are unlikely to become
operational on schedule.

Source: GSE, MoESD, Galt & Taggart

Installed capacity additions, baseline scenario of Galt & Taggart, GW
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4.7
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We forecast the addition of 1.4 GW of hydro, 1.5 GW of wind, 1.0 GW of solar,

and 0.4 GW of thermal power plants by 2035. This will raise the country's
installed capacity to 9.0 GW, representing a 90% increase over the current

1.5 Wind
I
2025 Under Feasibility Potential
construction projects* 2035

capacity.
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Georgia has the potential to meet 95% of its electricity consumption with renewable energy

resources

Galt & Taggart forecast for consumption and generation, TWh
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Georgia will become a net exporter of electricity from 2028, in the baseline scenario, and will meet 95% of its
consumption with renewable energy by 2035. In the pessimistic scenario, Georgia will need to import

electricity for almost the entire year.

Generation, baseline scenario 2035
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Source: Galt & Taggart

Note: In the pessimistic scenario, the pace of construction continues at the same rate as it did
in the previous 10 years; the base case is described on the previous page
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@ GALT & TAGGART

Local consumption Question 2

What factors drive the growth of local electricity

consumption?




Household consumption is steadily increasing, while commercial sector consumption is
fluctuating

Consumption of electricity in Georgia, TWh Growth of electricity consumption in Georgia
by consumer groups over 2015-24
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The local population accounts for 21.4% of total electricity consumption. Businesses account for 54.2% of The main source of electricity consumption growth over
total consumption, the majority of which receive electricity through intermediary supply companies the past 10 years has been the Abkhazian region and
(Telmico and EP Georgia), while a third trades directly on the wholesale market. businesses.

Source: GNERC, Galt & Taggart
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Electricity consumption growth rates have generally followed economic growth trends,

with a few exceptions

Growth in electricity consumption and real GDP

Relatively slow growth of energy-intensive sectors, rapid
growth of service industries
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Traditionally, electricity consumption and economic growth have been characterized by
similar growth dynamics, however, this trend changed in 2022-23. The change is due to the

relatively slow growth of energy-intensive sectors in the Georgian economy, and the rapid
growth of service industries.

Source: GNERC, Geostat, Galt & Taggart

Note: The increase in consumption by metallurgical plants in 2022 and 2020 was due to the tightening of the criteria for direct user registration

Electricity consumption by sectors causing a slowdown in

total consumption in 2023
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I We expect electricity consumption to grow at a 3.0% CAGR over 2025-2035

Electricity consumption, TWh
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Source: GNERC, Caucasus Barometer, Galt & Taggart

182 18.

We expect electricity consumption to grow at 3.0% CAGR and reach 19.1 TWh by 2035.

2034F
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-

Forecast of electricity consumption growth by
components for 2025-2035, TWh

indstry [ 19
other business [ 19
2035 vs 2024
Electric cars - 0.6 10.0%  The share of electric vehicles in
. vs 0.7% Georgia's car fleet
Air conditioners . 0.2 40.0% Share of households owning

air conditioners

vs 21%

Other population 0.7

Consumption growth could accelerate if data centers are built in

Georgia.
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The rate of consumption and generation growth will shape deficit/surplus dynamics

Galt & Taggart forecast for consumption and generation, TWh
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Georgia will become a net exporter of electricity from 2028, in the baseline scenario, and will meet 95% of its

consumption with renewable energy by 2035. In the pessimistic scenario, Georgia will need to import

electricity for almost the entire year.
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@ GALT & TAGGART

Export Potential Question 3

What are potential export markets for Georgia?




Georgia is a net importer of electricity, with seasonal summer exports mainly to Turkey

Foreign trade of electricity, TWh

Effect of increased
thermal generation
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Record high exports in 2022-23 were driven by reduced domestic consumption, increased thermal generation, and attractive prices in the Turkish market.

Source: GNERC, Geostat, Galt & Taggart
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Improvements in cross-border transmission infrastructure can help Georgia fully utilize

its export and transit potential

Electricity transit and export from Georgia to Turkey, TWh
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Due to the increased price in Turkey in 2022-23, the Georgia-Turkey transmission
line was fully loaded during the export season. Enhancing export infrastructure
is important for increasing export and transit flows from Georgia.

Source: GSE, GNERC, Galt & Taggart

Existing and planned capacity of intercountry lines, MW

2024 vs 2035

Azerbaijan

The probability of delays in planned projects is high.
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The level of exports will depend on price trends, as the neighboring countries are actively
expanding their renewable energy capacity

Electricity consumption and generation of neighboring countries Existing and planned generation mix in neighboring countries, %
in 2023, TWh

share in total

m Renewables Nuclear Natural gas and coal
CONSUMPTION GENERATION

< RUSSIA

1,139 TWh 1,152 TWh

22%
1%

GEORGIA .
13.8 TWh 14.2 TWh 31%
AZERBAIJAN
26 TWh 29 TWh
TURKEY
330 TWh 326 TWh
ARMENIA 2023  2035F 2023  2035F 2023  2035F 2023  2035F
9 TWh 9 TWh
Turkey Armenia Azerbaijan Georgia

Countries across the region have intensive plans to expand renewable capacity, which will impact wholesale prices in the region, trade flows and timing

Source: |EA, Galt & Taggart, EPIAS;
Note: Latest available data



The Black Sea Submarine Project is an opportunity for Georgia to diversify its export routes

Electricity price by country, EUR cent/kWh

Load distribution of Black Sea Submarine Cable in Baseline
Scenario 2035, TWh
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0.0
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Electricity prices in selected countries, EUR cent/kWh

2024 2030F
Turkey 6.9 8.4
Bulgaria 10.3 6.6
Romania 10.4 6.4
Hungary 10.2 6.2

Source: ENTSO-e, GET, GSE, Galt & Taggart



@ GALT & TAGGART

Wholesale Price Question 4

What is the outlook for wholesale electricity prices?




Under the current market rules, ESCO selling price determines the wholesale electricity price in
Georgia, which is expected to rise to 6.2 cents per kWh by 2035

Electricity purchased by ESCO Selling price of ESCO, USc/kWh
5 e
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The Electricity System Commercial Operator (ESCO) purchases electricity through The ESCO selling price serves as the best indicator of the wholesale electricity
PPAs/CFDs, part of imported electricity, and other sources, and sells it to direct price, as it is commonly used as a reference point in bilateral contracts—typically
consumers and suppliers (such as Telmico, EPGeorgia) at a weighted average price. set at 5-10% below the ESCO price.

Since 95% of the electricity purchased by ESCO is priced in US$, the ESCO selling
price is also viewed in US$ terms.

Source: ESCO, GNERC, NBG, Galt & Taggart 23



How are the market rules expected to change?

New model of the wholesale market of electricity

Bilateral agreements

>

Day-ahead market

Intraday market

>

PPA/CFD

Balancing products

Imbalance settlement

Source: Galt & Taggart

-
-

Day-ahead market

Intraday market

Balancing products

Imbalance settlement

What are the expected effects of the new market model?

The wholesale electricity price on day-ahead market will be determined by the
marginal cost of TPPs during the winter months and by reservoir-based HPPs
or export during the summer months.

Imbalance liability may increase or decrease a power plant's revenue by c. 10%

End-user tariffs are likely to increase during the incentive mechanism period
and decline thereafter.

Some 24.1% of total supply will be able to freely bid in the future markets, up
from 11.1% in 2024.

24



I Key findings

-~

GENERATION

What are the needs of the

Georgian energy system?

* Reducing import dependence
* Increasing the integration limits

of solar and wind power plants

LOCAL CONSUMPTION

What will be the driving factors

for consumption growth?

Economic growth
Electric appliances ownership
Electric vehicles

Data centers

EXPORT

What are potential export

markets for Georgia?

* Trading activity will depend on
prices in neighboring countries
and interconnection capacities

* The Black Sea Submarine Cable
to Europe is a tool for export

diversification.

M
il
WHOLESALE PRICE

How will the wholesale electricity

price change?

* Wholesale price is expected to
increase under the current
market model.

* With the planned reform,
wholesale prices are expected to

decrease, uncertainties remain.

25



e) GALT & TAGGART

CREATING OPPORTUNITIES

Head of Research
Eva Bochorishvili

Head of Sector
Mariam Chakhvashvili

Address: 3 Pushkin Street, Tbilisi, 0105, Georgia
Tel: + (995) 32 2401111

E-mail: research@gt.ge

Disclaimer

This document is the property of and has been prepared by JSC Galt & Taggart ("Galt & Taggart"), a member of Lion Finance 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.



