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Retail tariff growth

Effective from April 1, 2026, the retail electricity tariff
increased by 5 tetri/kWh for households, representing an
average rise of 27.2%, while business tariffs increased by 4 to 7
tetri/kWh, or 20% on average. The change applies to
customers of both Telmico (Tbilisi) and EPG Supply (regions).

Retail tariffs are set by the Georgian National Energy and
Water Supply Regulatory Commission (GNERC) under a
predefined and transparent methodology. The current increase
is mainly driven by two factors: higher investment plans and
rising electricity procurement costs. A detailed discussion is
provided on page 3.

The tariff increase directly raises utility costs for both
households and those businesses that purchase electricity on
the retail market. In our view, the change will also have several
additional effects:

e The tariff increase will add around 0.7 percentage
points to the overall price level (inflation).

e Higher investment spending will support infrastructure
upgrades and help reduce outage frequency, especially
in the regions.

e More expensive electricity will strengthen business
interest in self-generation, as seen after the sharp
tariff increase in 2021.

e Rehabilitation of the transmission network and
substations may also reduce grid-connection costs for
small power plants.

It is important to note that the change in the retail tariff does
not determine the selling price of electricity generated by
power plants. Given the structure of Georgia's electricity
market, generation assets sell electricity on the wholesale
market, while the retail tariff is formed on the basis of those
underlying costs. Accordingly, wholesale prices change first,
and the retail tariff then reflects these changes.

Table 1: tariff for households, Tetri/kWh

I

<100 kWh 20.0 15.0 33%
101-300 kWh 241 191 26%
>300 kWh 28.5 23.5 21%
<100 kWh 19.7 14.7 34%
101-300 kWh 237 18.7 27%
>300 kWh 28.2 23.2 22%

Source: GNERC, Matsne, Galt & Taggart

Table 2: tariff for businesses, Tetri/kWh

220 V 353 29.9 18%
6-10 kV 32.0 26.6 20%
35-110 kV 27.8 24.4 14%
220 V 35.7 29.0 23%
6-10 kV 34.6 27.9 24%
35-110 kV 30.3 253 20%

Source: GNERC, Matsne, Galt & Taggart

Note: Applies only to retail consumers and excludes direct
consumers
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Components of the retail tariff

The retail tariff mainly consists of 3 parts - the transmission
infrastructure tariff, the electricity procurement cost, and state
taxes. The first two components made the largest contribution to
the increase in the final retail tariff.

1. Infrastructure component

The infrastructure component reflects the cost of rehabilitation,
reinforcement, and expansion of transmission lines, substations,
and the distribution network. Accordingly, in both distribution
areas, a significant part of the tariff increase is linked to higher
investment in the grid.

In the regions, a major factor is Energo-Pro Georgia's 2026-30
investment plan. During this period, the company will invest about
GEL 200 mn per year on average, amounting to more than GEL 1
bn in total. The main purpose of these investments is to
rehabilitate the network, improve service quality, and reduce
outages.

In Thilisi, more than GEL 400 mn of investment is planned in the
Telasi network over the next 5 years. These funds will be directed
toward connecting new districts to the grid, replacing old meters,
and upgrading existing infrastructure.

In addition, an important part of the infrastructure component is
the tariff of the Georgian State Electrosystem (GSE), which was
already increased in 2025 and remains in force through end-2026.
At the same time, GSE plans to update its investment plan this
year, which may become an additional, though relatively small,
source of tariff pressure in the coming years.

2. Electricity procurement cost

The second main component of the tariff is the price at which
suppliers purchase electricity. This component increased for
several reasons:

e Electricity consumption is rising, and additional demand is met
by relatively expensive resources.

e Another important factor is the increase in the Enguri and
Vardnili tariffs. Their tariff rose by 66% from January 2025.
These plants are among the cheapest resources in the system
and play an important role in keeping household tariffs
relatively low. However, the share of Enguri-Vardnili in
meeting retail consumption has been declining over time,
driven by higher consumption, hydrological conditions, and
demand dynamics in Abkhazia.

e |n addition, the tariffs of Khrami 1 and Khrami 2 increased
from January 2026. These plants' government-agreed tariff
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arrangements expired, and they moved under GNERC
regulation, which resulted in higher tariffs.

e The price and volume of balancing electricity purchases also
increased. This was driven by the removal of gas subsidies for
thermal power plants, more expensive imports, and the
commissioning of new plants.

Accordingly, the increase in the retail tariff cannot be explained
only by grid investment costs - a key factor is also the rise in
electricity procurement costs.

3. VAT

The final retail tariff also includes value added tax, which
increases in line with taxable base growth and is directed to the
state budget.

Table 3: Tariff components by consumer groups, Tetri/kWh
1

For households For business

Telmico EPG Supply Telmico EPG Supply
45
40 357 346 357 346
35 285 282 30.3 30.3
30 241 237 EE VAT
25  20.0 19.7 48
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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.

Galt & Taggart
Address: 3 Pushkin Street, Tbilisi 0108, Georgia
Tel: + (995) 32 2401111

Email: research@gt.ge




