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Electricity Market Watch - 1Q24

Key Highlights of 1Q24

Domestic electricity consumption increased by 2.2% y/y in 1Q24. The
growth was mainly driven by retail customers, with demand increasing
by 4.7% y/y and accounting for 57.3% of total consumption. Notably,
the volume of electricity supplied by Telmico saw a significant increase
of 10.0% y/y, whereas EP Georgia's supply rose slightly by 1.0% y/y.
Meanwhile, the downward trend in consumption by direct consumers
continued, with the volume consumed decreasing by 3.3% y/y in 1Q24.

Local generation increased by 6.7% y/y, while the volume of imports
decreased by 27.0% y/y in 1Q24. This is due to the increase in hydro
power generation by 41.2% y/y, thanks to abundant rainfall. As a result,
the need for thermal power plants decreased and TPP generation in
fell by 26.2% y/y, accounting for 30.9% of the total generation in 1Q24.

Other market news:

e The gradual opening of the electricity exchange market is set to
begin on July 1, 2024 (page 2)

e The results of the 2nd renewable capacity auction were announced
(page 2)

e Under the new initiative by the Ministry of Economy, future
renewable capacity auctions will be discontinued, allowing
investors to sign memorandum of understanding (MoU) with
government (page 3)

e The balancing electricity volume was 1.1 TWh (+45.5% y/y) in 1Q24.
The growth was mainly driven by increased price of natural gas for
TPPs (page 8).
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The energy exchange will start functioning on July 1, 2024, after
being postponed six times. At this stage, no changes have been
made to the by-laws, although the phased implementation of the
market is actively being considered, and the full opening is
expected to take several years. In the first stage, trading may be
voluntary and involve traders, suppliers, electricity producers and
large/direct consumers. According to the chairman of GNERC, the
next stages will be a mandatory day ahead market, and finally an
intraday market. Sector players welcome the phased launch of
the exchange and believe that a direct full-scale launch would be
premature given the risks involved.

Before the launch of the market, there are still some unclear
issues. 1) It is important for the representatives of the sector
whether the imported electricity will be sold on the exchange.
According to their expectation, imported electricity on the
exchange will increase the tariff. 2) A clear policy towards
imbalance is important. According to the new market model, the
person responsible for the imbalance (either the producer or the
consumer) is subject to a financial penalty, however, it is not yet
known what the government's approach will be in the first stage
of the market.

The results of the 2nd renewable energy capacity auction were
announced. Unlike the previous auction, the 2nd auction also
included power plants that have the regulation capabilities.
Notably, sector players showed a large interest in this auction. An
auction of 800 MW of capacity was announced, and a total of 147
projects (with a total installed capacity of 1,915.76 MW) were
presented, of which 144 projects (with a total installed capacity of
1,865.31 MW) moved to the evaluation stage. Median tariffs by
power plant type are provided in Table 1 below.
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Announced capacity, Total quqCIt.y of Median tariff, US
Power plant type presented projects,
MwW cent
MW

Hydro run-of-river 100 223.9 6.50

Hydro with reservoir 300
1-4 hrs 50 7.50
4-8 hrs 100 229.84 7.74
8 hrs> 150 10.35
Wind 125 634.30 6.00
Wind with storage 70 190.40 8.60
Sun 125 425.16 5.60
Sun with storage 70 153.50 6.39
Other renewable 10 8.20 15.35

Source: Ministry of Economy and Sustainable Development, Galt & Taggart

The auction winners will secure contract for difference (CFD)
agreements with the government and ESCO, offering
compensation based on the day-ahead market price and CFD price
difference. Notably, some amendments were made into legislation
stating that prior commencement of day-ahead market CFD
contract owners will be compensated by ESCO with full CFD price,
similar to standard PPA principle.

No more renewable energy capacity auctions will be announced,
although 3 auctions were initially planned. According to the
Minister of Economy, the process of reviewing projects will be
simplified, and signing of the memorandum of understanding
(MoU) with the government will be required to start a project with
no need of auction. Under the initiative, the median tariff acquired
in the 2nd auction will serve as the benchmark price obtained
under competitive conditions, with the terms of the MoU being
structured around it.

Sector players suggest reviewing the auction tariffs before
moving on with the memorandums. According to them, in case of
some power plants, the set tariff is not realistic. For example, in
case of hydro plants, the median tariff was established by
including the proposals of plants up to 2 MW, whose business
model and costs differ significantly from larger plants.
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Electricity supply, demand and prices

Supply: In 1Q24, the total volume of electricity supplied to the grid amounted to 3.8 TWh. A 2.1 TWh
(56.9%) was generated by HPPs, 1.2 TWh (30.9%) by TPPs, 0.02 TWh (0.5%) by WPPs, and 0.4 TWh

(11.6%) was imported.

Demand: Of the 3.8 TWh delivered to the grid, local consumption at the wholesale level accounted for
3.6 TWh (95.7%), 0.02 TWh (0.5%) was exported, and 0.1 TWh (3.8%) was lost during transmission in

high voltage grid.

Electricity consumption

In 1Q24, domestic electricity consumption increased by 2.2% y/y.
The growth was mainly driven by retail customers, with demand
increasing by 4.7% y/y. The consumption of direct consumers
continued downward trend and decreased by 3.3% y/y. This
decline was mainly due to a decrease in the production of
ferroalloys and metals. This downward trend started in 2023,
when the price of ferroalloys on the global markets gradually
decreased. Prices continue to decline and this trend is not
expected to change in coming months. Therefore, a significant
increase in the demand of direct consumers in the local electricity
market in TH24 is not expected.

Figure 1: Electricity consumption by consumer groups, TWh
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Table 2: Local demand growth
breakdown, 1Q24

Consumer

Domestic
consumption
Abkhazian
region
Direct
consumers**
Retail
consumption*®
EPG Supply*
Telmico™*

Growth

Share in

rate, y/y consumption

+2.2%

+1.3%

-3.3%

+4.7%

+1.0%
+10.0%

100.0%

23.2%

19.5%

57.3%

32.6%
24.6%

* EPG Supply used to be Energo-pro Georgia and Telmico used to be Telasi prior Jun-21. The name and functions changed in line with ongoing energy reform’s unbundling

requirement.

** Consumption of direct consumers increased in 2021 and 2022 mostly due to reallocation of certain consumers from retail to wholesale market in “direct consumers" category,
enforced by legislative changes. Criteria for mandatory registration as direct consumer is currently 0.4GWh per month.
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Supply of electricity

In 1Q24, domestic electricity generation and imports increased by
1.3% y/y. HPPs accounted for 56.9% of the total supply. Notably,
hydro generation increased by 41.2% y/y. Among them, the
generation of Enguri-Vardnyli (+87.4% y/y) and other regulating
HPPs (+54.6% y/y) was significantly up. A 30.9% of the supply was
met by the generation of TPPs, 0.5% by WPPs, and the remaining
11.6% was imported.

In 1Q24, the volume of both imports and thermal generation
decreased significantly - imports decreased by 27.0% y/y to 0.4
TWh, and thermal generation decreased by 26.2% y/y to 1.2 TWh.
The decline in both components is the result of increasing hydro
generation, thanks to abundant rainfall. Since the HPPs were able
to provide the necessary supply, there was no longer a significant
need for either TPP generation or imports. Notably, 95.3% of
imported electricity came from Russia, which was fully intended
for Abkhazia.

Figure 2: Electricity generation and imports, TWh Table 3: Supply growth breakdown, 1Q24
6
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Foreign trade: export and transit

The price of electricity in the Turkey decreased during 2023 and
the trend persisted in 1Q24. In the 2023 export season of April-
June, the average price was 8.8 US cents per kWh, and in the 2022
export season (April-September), the price averaged 15.1US cents
per kWh. In the 1Q24, the average price of electricity in Turkey was

6.7 US cents.

Figure 3: Average annual Market Clearing Prices in

Turkey, USc/kWh
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Figure 4: Average monthly Market Clearing Prices
in Turkey, USc/kWh
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Due to reduced prices in the Turkish market, the attractiveness
weakened. Although local prices in Turkey are still slightly higher

than pre-pandemic prices, at this stage, this has not been enough

to maintain transit appeal. In 1Q24, 0.3 TWh of electricity was

transited through Georgia to Turkey, which came entirely from

Azerbaijan.

Figure 5: Electricity transit though Georgia to Turkey, TWh
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In 1Q24, electricity exports were traditionally insignificant. The
total export volume amounted to 0.02 TWh (0.5% of the total
supply), and the average export price was 6.2 US cents (-4.3%

y/y).

Import of electricity

In 1Q24, electricity imports decreased by 27.0% y/y. Electricity
import to Georgia amounted to 0.4 TWh (11.6% of total demand).
Most of the imported electricity, 95.3%, came from Russia, and
the remaining 4.7% came from Azerbaijan. Notably, the average
import price increased by 233.5% y/y to 0.4 US cents. The increase
was due to the last year's low base, when imports was only from
Russia and solely for the consumption of the Abkhazia region at a
special price.

Figure 6: Electricity imports by usage, TWh Figure 7: Electricity import by source-countries, TWh

$44 20

2.5 $3.9
$2.8

$2.2

2.0 1.4
1.5
15 4 : $0.4 8%
' 11 11
0,
10 07 I 10 2%
0.6 0.7 9
0.5 1%
0.5 2% 0.4 05 0.6
S1%  60% 8% e S49 0.4
26% 0.5 3
0.0 o 60% 76% 5%
3M19 3M20 3M21 3M22 3M23 3M24 86% 100% 950,
mmmmm For the rest of Georgia 46% °
0.0 14%
For Abkhazian region 3M19 3M20 3M21 3M22 3M23 3M24
—@— Average import price, USc/kWh Russia Azerbaijan Turkey ®Armenia

Source: GNERC, Galt & Taggart Source: GNERC, Geostat, Galt & Taggart



VW) GALT & TAGGART Georgia | Energy

RESEARCH Summary of 1Q24
May 27, 2024

Balancing electricity prices in Georgia

Balancing electricity volume was 1.1 TWh (+45.5% y/y) in 1Q24,
which is 30.1% of the total supply. The remaining volume of
electricity was traded through bilateral contracts. The growth of
balancing electricity is mainly the result of the growth of
balancing energy, the share of which increased significantly
reaching 27.6% in 1Q24. This increase is the result of ESCO's
increased purchases of energy from TPPs - Mtkvari Energy and
Thilsres. In total, the volume of balancing electricity purchased
from these two TPPs was 0.3 TWh in 1Q24, while this figure stood
at 0 in 1Q23. A significant increase is the result of more expensive
natural gas for TPPs, the price of which has increased from US$
143 to US$ 210. Consequently, it was decided to sell the electricity
generated by TPPs to ESCO instead of the retail customers, which
led to the mentioned increase in the balancing energy volume.

Weighted average wholesale price of balancing electricity
increased by 1.6% y/y to 5.5 US cents per kWh in 1Q24. On a
monthly basis, the price of balancing electricity fluctuated within
5.8-5.9 US cents per kWh. Most of the balancing electricity
(70.6%) was purchased by ESCO under a power purchase
agreement (PPA), of which 50.9ppts were from the Gardabani N2
thermal plant, 46.7ppts from HPPs, and the remaining 2.4ppts
from WPP. Imports accounted for only 1.8% of the balancing
electricity in 1Q24.

Figure 9: Composition of ESCO's balancing

Figure 8: Balancing electricity volume and prices -
electricity volume
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Table 4: Electricity Balance in 1Q24, GWh

May-23  Jun-23  Jul-23  Aug-23 s;.;- Oct-23 N;;’ - D;;' 2023 Jan-24  Feb-24 Mz‘;:' 3M24
Eo"t’:les"ic consumption, 1,029 980 1,100 1,21 937 987 1,032 1,218 13,053 1,277 1,146 1,180 1,032
% change y/y 1% 9% 4% +1% 1% -8.3% -82%  -33%  7.9%  -04%  +17%  +58%  -8.2%
Of which:
- Abkhazian Region 215 163 178 199 167 199 222 288 2,703 326 251 261 222
% change y/y -15% 1% “10% 3% 9% 7% -87%  -29%  -10.8%  +1.5% 5%  +3.6%  -87%
- Eligible consumers 248 238 260 257 182 204 202 229 2,779 225 233 2 202
% change y/y 29% 27% 7% 13% -36% 30%  266%  -12%  -254%  -147%  +5.0%  +14%  -26.6%
- Retail consumption 566 579 662 755 588 584 608 701 7,571 726 662 676 608
% change y/y +3% +1% +46% +7% +1% +2% +0.4%  -0.6%  +22%  +41% +1.8%  +84%  +0.4%
Of which:
- Energo-Pro
Georgia + 335 337 392 453 356 349 357 402 4,477 417 373 386 357
EP Georgia Supply*
% change y/y +1% +0% +4% +5% +2% +2% +0.7% -5.3% +1.4% -3.1% +1.1% +5.7% +0.7%
“Telasi + Telmico* 230 242 270 301 232 235 251 299 3,094 309 289 290 251
% change y/y +6% +3% +46% +12% +1% +46% 0.0%  +64%  +3.2%  +157%  +2.6%  +122%  -0.0%
EL"t':Ies“‘ Generation, 1,325 1,368 1,541 1,462 1,18 1,043 1,003 1166 14,396 1,175 1,022 1,130 1,003
% change y/y -9% -8% +18% +4% -6% +1% -11% +5% +1.1% +6% +3% +1% -11%
Of which:
-TPPs 1 2 132 162 302 429 364 378 3,446 428 342 395 364
% change y/y N/A -46% ”;Z% 32% 5% +179% 27% -45% +1.7% -41% -47% +90% -27%
- WPPs 8 5 9 7 8 7 6 6 86 5 6 8 6
% change y/y 6% 9% +8% -29% +10% 11% 13% 16% 1.6% -33% 2% +20% 13%
- HPPs 1316 1,361 1,401 1,293 808 608 633 782 10,863 742 674 727 633
% change y/y 9% -8% 8% 2% 7% 30% 1% 88% +0.9%  981%  989%  -10% 11%
Imports - 0 1 - - 0 81 108 790 160 173 105.52 81
% change y/y -100% 97%  +352% N/A N/A 100%  +46%  -50%  -48.5%  -352%  -17%  -27.7%  +46%
Exports 248 341 384 196 132 0 0 0 1,468 8 4 8 s
% change y/y -7.8% -3.0% "2:;5'5 +40.7% *i/zo N/A /A NA  +512% N/A +206% N/A N/A
Trade balance 248 341 384 196 132 ) (80) (108) 679 (152) 169) (98) (80)
Transit 65 - 32 240 300 251 193 243 3,444 44 45 63 193
% change y/y N/A N/A -971% -32% -24% -28% -62% -53%  +9.0% -92% -88% -86% -62%

Source: GNERC, Galt & Taggart
* EPG Supply used to be Energo-pro Georgia and Telmico used to be Telasi prior Jun-21. The name and functions changed in line with ongoing energy reform'’s unbundling requirement.
Note: N/A= not available; NM= not meaningful
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Disclaimer

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