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On January 14t Turkey became the first observer member of the Electricity market highlights

European Network of Transm|§S|9n Sys.tgm Operators for EIectrlClt.y Balancing price of electricity in Georgia, December* USC 55/ kWh
(ENTSO-E), a status that Georgia is aspiring to currently. ENTSO-E is  eighted average price of electricity in Turkey, December* USc 5.8 / kWh

currently assessing the relevance of granting observer member status to  Average export price for Georgian electricity, December* No exports
other non-EU TSOs. Observer member status allows the TSO to attend Average import price for electricity, December* USc5.8/KWh
ENTSO-E task force meetings and adds credibility to the country’s grid m( :zgzzzz :2 ggg:)e:st'icnclf\?viurggﬁ'gn ki, 2015 2?:?42
operations. Turkey started the process of synchronization in 2000 and joined vy increase in exports to Turk‘ey in KWh, 2015 7749

in January 2016. Turkey and Georgia have a long-term energy cooperation  *Average exchange rates in December GEL/USS =2.3992; TRY/US$=29172

agreement, whereby Turkey shares its experience in ENTSO-E integration

process with Georgia. We believe that Georgia will be able to cover the same path in a shorter time span, due to the accelerated rate of
reform implementation and initial approximation with the first and second energy packages. However, a substantial amount of work remains
to be done. Georgia’s 10-year transmission development plan is a significant step forward in increasing grid reliability and system credibility.

Electricity Generation, Consumption and Exports

Domestic electricity consumption was up 2.8% yly in December 2015. As there were no exports in December, total consumption
increased by the same percentage. Consumption by the Abkhazian region was up 16.4% vyly, representing 22.8% of total domestic
consumption, while consumption by eligible consumers was down 27.8% yly. Distribution network operators (DNO) accounted for 68.6% of
total electricity supplied to the domestic grid, up 4.6% yly in December 2015. Overall, domestic consumption in 2015 was up 2.2% yly, with
the Abkhazian region growing the fastest (+16.9% yly), followed by the DNOs (+5.5% yly), which represent residential and commercial
consumption. The downward pressure in 2015 was exerted by the drop in consumption by eligible consumers, largely Georgian Manganese
(GM), whose consumption is down 36.4% y/y in December and 20.3% yly in 2015. GM accounted for 2/3 of direct consumption in 2015. GM’s
reduced electricity consumption is due to a drop in its production resulting from reduced world prices on alloys. On January 20t, GM halted
mining operations for four months due to low demand, so its electricity consumption is expected to stay low over the next few months. GM
accounted for 8.6% (0.89tWh) of total domestic consumption in 2015 as compared to 10.6% (1.12tWh) in 2014.

Electricity generation was flat in December 2015, with HPP generation down 1.7% yly and TPP generation up 3.6% yly. To fill the
deficit, Georgia imported 123gWh (+23.8 y/y) from Russia at an average price of USc 5.8/kWh. The decrease in HPP generation was due to
a 5.9% fall in regulated seasonal HPP production, likely resulting from low precipitation. Regulated seasonal HPPs represent 1/3 (32.2%) of
total HPP generation.

Figure 1: Electricity generation, imports and consumption, Figure 2: Domestic consumption and exports, December 2015
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Electricity Prices in Georgia and Turkey

Georgian electricity remains competitive for the Turkish market, despite an 8.8% y/y increase in December in the balancing electricity
price in GEL terms. In US$ terms, prices are down 14.5% yly. Increase in the GEL price of balancing electricity was mainly caused by a
23.8% yly increase in the amount of imported electricity. In Turkey the market clearing price in December was down 3.7% y/y in TRY terms
and 24.5% yly in US$ terms, in line with the downward trend throughout 2015.

Figure 3: Electricity prices in Georgia and Turkey, USc/kWh
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Disclaimer

This document is strictly confidential and has been prepared by JSC Galt & Taggart ("Galt & Taggart"), a member of JSC Bank of Georgia group (‘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 fairess, 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.

This document is confidential to clients of Galt & Taggart. 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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